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Dear Shareholders,

I am pleased to report that 2022 was an outstanding year for CPI Card Group. 

We increased net sales by 27% to a record level of $476 million and generated $37 million of net 

income, a 129% increase compared to 2021. We delivered sales growth across our portfolio and 

believe we continued to gain overall market share in a growing market. And we enhanced our financial 

position, reducing our Net Leverage Ratio and retiring $25 million of our Senior Secured Notes during 

the year.

I believe there were four factors that were critical to our success in 2022:  our innovative and 

differentiated products and end-to-end solutions; our market-leading quality and customer service; 

our strong supply-chain execution during a period the industry was facing significant challenges; and 

robust demand for payment cards in the U.S. market.

Some of the major highlights from 2022 for CPI include strong sales of our innovative eco-focused 

cards made with a recovered ocean-bound plastic core, with more than 40 million sold during the 

year; expanded distribution of our leading Software-as-a-Service-based instant issuance solution 

to more than 14,000 locations; and continued growth in contactless card delivery, supporting the 

ongoing conversion in the U.S. market. We also significantly increased our secure card production 

capacity and won additional business with both new and existing customers, including in Prepaid, 

where we expanded beyond the traditional retail channel.

Our actions continue to be guided by the strategic priorities we initiated in late 2017:  deep customer 

focus, market-leading quality products and customer service, continuous innovation, and a market-

competitive business model. As a result of successful execution against our strategy, over the past 

five years we have delivered a compound annual growth rate of 16% in net sales and significantly 

increased profitability. 

As we enter 2023 we expect more challenging market growth due to the uncertain economic 

environment, but we believe we are well-positioned with our innovative and differentiated portfolio 

of products and services, our talented and dedicated team of more than 1,000 employees, and 

our proven strategies to continue to grow the business, gain market share, and deliver strong 

performance for our shareholders over the long-term.

Thank you for your support, and we look forward to continuing to report on our progress.

2022 - A Letter from Scott Scheirman

Scott T. Scheirman 
President and Chief Executive Officer

Corporate Headquarters
CPI Card Group Inc.
10368 West Centennial Road
Littleton, Colorado 80127
(720) 681-6304

Auditor
KPMG LLP
1225 17th Street, Suite 800
Denver, Colorado 80202

Common Stock
Nasdaq Global Market (PMTS) 

Transfer Agent and Registrar
EQ Shareowner Services 
PO Box 64854 
St Paul, Minnesota 55164-0854 
(800) 468-9716 
www.shareowneronline.com

Investor Relations
(877) 369-9016
InvestorRelations@cpicardgroup.com

Annual Meeting

The annual meeting of CPI Card Group stockholders will be held at 
8:00 a.m. Mountain Time on May 24, 2023 via live webcast.    

For information on how to attend our annual meeting of stockholders, 
please see our definitive Proxy Statement for the 2023 Annual Meeting 

of Stockholders or visit: https://investor.cpicardgroup.com.

Stockholder Information
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CPI is committed to being our customers’ partner of choice

and is highly focused on four key strategic priorities:

» Deep Customer Focus
We are committed to keeping our customers at the center of everything we do. By partnering
with our customers and allowing their needs to inform our business, we enhance our ability to
deliver value and help their businesses thrive. We aim to inspire and satisfy our customers by
redefining experiences that may have traditionally seemed rigid and complex. With our full and
expanding suite of catalytic and competitively differentiated products and solutions, we offer
our customers choice, convenience and control.

» Market-Leading Quality Products and Customer Service
Our strong team of dedicated, passionate employees embraces a culture of collaboration and
maintains a steadfast focus on delivering superior products and exceptional customer service
which has helped position us as a leading solutions provider. With a focus on market-leading
quality products and customer service, we are committed to operational excellence and
adapting to market dynamics to help our customers achieve top-of-wallet status and build their
businesses. We listen to the voices of our customers and focus on helping them deliver unique
and differentiated solutions that elevate their customers’ experience. We are accountable for
our actions, and work synergistically to deliver results for our customers, our employees and
our stockholders.

» Continuous Innovation
With innovation as a core competency, we strategically invest to support continued growth and
expand our opportunities to partner purposefully with our current and potential customers. We
strive to enhance our offerings and to create and deliver next generation products and solutions
that meet the demands of the marketplace and exceed customers’ expectations. Continuous
innovation aims to win new business and help our customers differentiate themselves with
distinctive products and solutions, build their brands, and achieve top-of-wallet status.

» Market-Competitive Business Model
By creating a dynamic and efficient operating model, we have positioned ourselves to better
serve our customers. We aim to streamline our operations, which enables us to allocate
resources focused on providing our customers with unmatched solutions, innovation and
exceptional service. We have also developed standards of excellence and target metrics
regarding the quality, reliability and on-time delivery of our products. We invest in equipment
advancements and technology in order to create broader capabilities as well as improve the
quality and efficiencies of, and the customer satisfaction with, our offerings. We continue to
focus on driving top-line performance, profitability, and operational efficiency.



Secure Card Solutions

EMV® is a registered trademark in the U.S. and other countries and an unregistered trademark elsewher
The Contactless Indicator mark, consisting of four graduating arcs, is a trademark owned b

With more than 20 years of payment card production experience, we are experts in supporting issuers with a variety of
choices in materials, specialty print capabilities and design services. Our customizable end-to-end solutions can adapt
to any program. We do it all – from cards, to carriers, to personalization and fulfillment services – our facilities produce
payment cards for individual and bulk distribution with a variety of custom finishes, screens and cores.

Technology to tap or insert
Dual interface furnishes the flexibility of contact and contactless EMV® transactions, and is available for both credit and
debit programs.

Quality at Our Core
All CPI cards are constructed with quality core materials like traditional PVC, encased metals, or eco-focused materials.

Metal cards

CPI has robust expertise in encased metal card
design, printing, and production, and offers
multiple options developed by our industry-
leading research and development specialists.
High-definition printing techniques and the
integration of EMV technology and payment
brand certification allow CPI to provide choices
to customers looking for a premium card.

Eco-focused cards

CPI has become a leader in the U.S. market for eco-focused cards by adopting an
alternative approach to the materials used in the construction of payment cards,
emphasizing the reduction of first-use plastic. Since its launch in 2019 through the
end of 2022, CPI is proud to have sold more than 90 million eco-focused cards in
the portfolio.

Second Wave®

Payment cards featuring a core made with upcycled recovered oc tic.

Earthwise®

Substituting traditional PVC with a recycled option reduces first-use plas
extends the life of plastic waste that otherwise may hav



CPI provides next-generation personalization
technologies, including print-on-demand and

instant issuance to meet issuer needs.

Personalization Solutions

Print-on-Demand

Our innovative Print-on-Demand solution enables our
customers to quickly personalize their cardholder experience
through uniquely customized cards, carriers and collateral,
through an on-demand, zero-inventory personalization model.

Card@Once®

Card@Once is CPI’s market-leading Software-as-a-Service
(SaaS) instant issuance solution for issuing high-quality
contactess, contact EMV, and magnetic stripe cards on-
demand in a financial institution branch.

Push Provisioning

Push Provisioning is CPI’s integrated SaaS-based service
that utilizes APIs with in-app provisioning technology to
facilitate the provisioning of debit or credit card payment
credentials to a cardholder’s digital wallet.

CPI’s traditional card personalization and fulfillment services are delivered through our high-security card service facilities in
the United States. We support contactless (dual interface), EMV, and magnetic stripe with a variety of packaging and mail
service options.



We collaborate with the industry’s largest
prepaid program managers to deliver highly
innovative and market-leading retail prepaid

solutions, including tamper-evident packaging
and robust designs for prepaid debit, gift,

general purpose reloadable cards, and more.

Prepaid
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CDXtiRQDU\ StDtHPHQt RHJDUGiQJ FRUZDUG�LRRNiQJ IQIRUPDtiRQ

&eUtain statePents anG infoUPation in this $nnXal 5epoUt on )oUP ���. (as Zell as infoUPation inFlXGeG in otheU
ZUitten oU oUal statePents Ze Pake fUoP tiPe to tiPe) Pay Fontain oU FonstitXte ³foUZaUG�looking statePents´ Zithin the
Peaning of the 3UiYate 6eFXUities /itigation 5efoUP $Ft of ����� 6eFtion ��$ of the 6eFXUities $Ft of ����� as aPenGeG (the
³6eFXUities $Ft´)� anG 6eFtion ��( of the 6eFXUities ([Fhange $Ft of ����� as aPenGeG (the ³([Fhange $Ft´). The ZoUGs
³belieYe�´ ³estiPate�´ ³pUoMeFt�´ ³e[peFt�´ ³antiFipate�´ ³plan�´ ³intenG�´ ³foUesee�´ ³shoXlG�´ ³ZoXlG�´ ³FoXlG�´ ³FontinXe�´
³FoPPitteG�´ ³attePpt�´ ³taUget�´ ³obMeFtiYe�´ ³gXiGes�´ ³seek�´ ³foFXs�´ ³pUoYiGes gXiGanFe�´ ³pUoYiGes oXtlook´ oU otheU
siPilaU e[pUessions aUe intenGeG to iGentify foUZaUG�looking statePents� ZhiFh aUe not histoUiFal in natXUe. These foUZaUG�
looking statePents� inFlXGing statePents aboXt oXU stUategiF initiatiYes anG PaUket oppoUtXnities� aUe baseG on oXU FXUUent
e[peFtations anG beliefs FonFeUning fXtXUe GeYelopPents anG theiU potential effeFt on Xs anG otheU infoUPation FXUUently
aYailable. 6XFh foUZaUG�looking statePents� beFaXse they Uelate to fXtXUe eYents� aUe by theiU YeUy natXUe sXbMeFt to Pany
iPpoUtant Uisks anG XnFeUtainties that FoXlG FaXse aFtXal UesXlts oU otheU eYents to GiffeU PateUially fUoP those FontePplateG.

These Uisks anG XnFeUtainties inFlXGe� bXt aUe not liPiteG to� a GeteUioUation in geneUal eFonoPiF FonGitions� inFlXGing
Uising inflation anG UesXlting in UeGXFeG FonsXPeU FonfiGenFe anG bXsiness spenGing� anG a GeFline in FonsXPeU FUeGit
ZoUthiness iPpaFting GePanG foU oXU pUoGXFts� a GisUXption oU otheU failXUe in oXU sXpply Fhain� inFlXGing as a UesXlt of the
5Xssia�8kUaine FonfliFt anG Zith UespeFt to single soXUFe sXpplieUs� oU the failXUe oU inability of sXpplieUs to FoPply Zith oXU
FoGe of FonGXFt oU FontUaFtXal UeTXiUePents� oU politiFal XnUest in FoXntUies in ZhiFh oXU sXpplieUs opeUate� UesXlting in
inFUeaseG Fosts anG inability to pass those Fosts on to oXU FXstoPeUs anG e[tenGeG pUoGXFtion leaG tiPes anG GiffiFXlty Peeting
FXstoPeUs¶ GeliYeUy e[peFtations� oXU failXUe to Uetain oXU e[isting FXstoPeUs oU iGentify anG attUaFt neZ FXstoPeUs� the
XnpUeGiFtability of oXU opeUating UesXlts� inFlXGing an inability to antiFipate Fhanges in FXstoPeU inYentoUy PanagePent
pUaFtiFes anG its iPpaFt on oXU bXsiness� oXU statXs as an aFFeleUateG fileU anG FoPplying Zith 6eFtion ��� of the 6aUbanes�
2[ley $Ft of ���� anG the Fosts assoFiateG Zith sXFh FoPplianFe anG iPplePentation of pUoFeGXUes theUeXnGeU� oXU failXUe to
Paintain effeFtiYe inteUnal FontUol oYeU finanFial UepoUting� oXU inability to UeFUXit� Uetain anG GeYelop TXalifieG peUsonnel�
inFlXGing key peUsonnel� the potential effeFts of &29,'��� anG Uesponses theUeto on oXU bXsiness� inFlXGing oXU sXpply Fhain�
FXstoPeU GePanG� ZoUkfoUFe� opeUations� systeP seFXUity Uisks� Gata pUoteFtion bUeaFhes anG FybeU�attaFks� inteUUXptions in oXU
opeUations� inFlXGing oXU infoUPation teFhnology (³,T´) systePs� oU in the opeUations of the thiUG paUties that opeUate
FoPpXting infUastUXFtXUe on ZhiFh Ze Uely� oXU inability to GeYelop� intUoGXFe anG FoPPeUFiali]e neZ pUoGXFts� oXU sXbstantial
inGebteGness� inFlXGing inability to Pake Gebt seUYiFe payPents oU UefinanFe sXFh inGebteGness� the UestUiFtiYe teUPs of oXU
inGebteGness anG FoYenants of fXtXUe agUeePents goYeUning inGebteGness anG the UesXlting UestUaints on oXU ability to pXUsXe
oXU bXsiness stUategies� GisUXptions in pUoGXFtion at one oU PoUe of oXU faFilities� GefeFts in oXU softZaUe� enYiUonPental� soFial
anG goYeUnanFe pUefeUenFes anG GePanGs of YaUioXs stakeholGeUs anG oXU ability to FonfoUP to sXFh pUefeUenFes anG GePanGs
anG to FoPply Zith any UelateG UegXlatoUy UeTXiUePents� the effeFts of FliPate Fhange� negatiYe peUFeptions of oXU pUoGXFts GXe
to the iPpaFt of oXU pUoGXFts anG pUoGXFtion pUoFesses on the enYiUonPent anG otheU (6*�UelateG Uisks� GisUXptions in
pUoGXFtion GXe to ZeatheU FonGitions� FliPate Fhange� politiFal instability oU soFial XnUest� oXU inability to aGeTXately pUoteFt
oXU tUaGe seFUets anG intelleFtXal pUopeUty Uights fUoP PisappUopUiation� infUingePent FlaiPs bUoXght against Xs anG Uisks
UelateG to open soXUFe softZaUe� oXU liPiteG ability to Uaise Fapital� pUoblePs in pUoGXFtion TXality� PateUials anG pUoFess� Fosts
anG iPpaFts to oXU finanFial UesXlts Uelating to the obligatoUy FolleFtion of sales ta[ anG FlaiPs foU XnFolleFteG sales ta[ in
states that iPpose sales ta[ FolleFtion UeTXiUePents on oXt�of�state bXsinesses oU XnFlaiPeG pUopeUty� as Zell as potential neZ
8.6. ta[ legislation inFUeasing the FoUpoUate inFoPe ta[ Uate anG Fhallenges to oXU inFoPe ta[ positions� oXU inability to
sXFFessfXlly e[eFXte on oXU GiYestitXUes oU aFTXisitions� oXU inability to Ueali]e the fXll YalXe of oXU long�liYeG assets� Fosts
Uelating to pUoGXFt GefeFts anG any UelateG pUoGXFt liability anG�oU ZaUUanty FlaiPs� oXU inability to UeneZ liFenses Zith key
teFhnology liFensoUs� the highly FoPpetitiYe� satXUateG anG FonsoliGateG natXUe of oXU PaUketplaFe� the effeFts of UestUiFtions�
Gelays oU inteUUXptions in oXU ability to soXUFe UaZ PateUials anG FoPponents XseG in oXU pUoGXFts fUoP foUeign FoXntUies� the
effeFts on the global eFonoPy of the ongoing PilitaUy aFtion by 5Xssia in 8kUaine� Fosts anG potential liabilities assoFiateG
Zith FoPplianFe oU failXUe to FoPply Zith UegXlations� FXstoPeU FontUaFtXal UeTXiUePents anG eYolYing inGXstUy stanGaUGs
UegaUGing FonsXPeU pUiYaFy anG Gata Xse anG seFXUity� neZ anG GeYeloping teFhnologies that Pake oXU e[isting teFhnology
solXtions anG pUoGXFts obsolete oU less UeleYant oU oXU failXUe to intUoGXFe neZ pUoGXFts anG seUYiFes in a tiPely PanneU�
TXaUteUly YaUiation in oXU opeUating UesXlts� oXU failXUe to opeUate oXU bXsiness in aFFoUGanFe Zith the 3ayPent &aUG ,nGXstUy
6eFXUity 6tanGaUGs &oXnFil seFXUity stanGaUGs oU otheU inGXstUy stanGaUGs� oXU failXUe to FoPply Zith enYiUonPental� health anG
safety laZs anG UegXlations that apply to oXU pUoGXFts anG the UaZ PateUials Ze Xse in oXU pUoGXFtion pUoFesses� Uisks
assoFiateG Zith the PaMoUity stoFkholGeUs¶ oZneUship of oXU stoFk� potential FonfliFts of inteUest that Pay aUise GXe to oXU boaUG
of GiUeFtoUs being FoPpUiseG in paUt of GiUeFtoUs Zho aUe pUinFipals of oXU PaMoUity stoFkholGeUs� the inflXenFe of seFXUities
analysts oYeU the tUaGing PaUket foU anG pUiFe of oXU FoPPon stoFk� failXUe to Peet the FontinXeG listing stanGaUGs of the
1asGaT *lobal 0aUket� the iPpaFt of stoFkholGeU aFtiYisP oU seFXUities litigation� on the tUaGing pUiFe anG Yolatility of oXU
FoPPon stoFk� FeUtain pUoYisions of oXU oUgani]ational GoFXPents anG otheU FontUaFtXal pUoYisions
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that Pay Gelay oU pUeYent a Fhange in FontUol anG Pake it GiffiFXlt foU stoFkholGeUs otheU than oXU PaMoUity stoFkholGeUs
to Fhange the FoPposition of oXU boaUG of GiUeFtoUs� oXU ability to FoPply Zith a ZiGe YaUiety of FoPple[ laZs anG
UegXlations anG the e[posXUe to liability foU any failXUe to FoPply� the effeFt of legal anG UegXlatoUy pUoFeeGings� anG
otheU Uisks that aUe GesFUibeG in 3aUt ,� ,teP �$� Risk Factors in this $nnXal 5epoUt on )oUP ���. anG oXU otheU UepoUts
fileG fUoP tiPe to tiPe Zith the 6eFXUities anG ([Fhange &oPPission (the ³6(&´).

:e FaXtion anG aGYise UeaGeUs not to plaFe XnGXe UelianFe on foUZaUG�looking statePents� ZhiFh speak only as
of the Gate heUeof. These statePents aUe baseG on assXPptions that Pay not be Ueali]eG anG inYolYe Uisks anG
XnFeUtainties that FoXlG FaXse aFtXal UesXlts oU otheU eYents to GiffeU PateUially fUoP the e[peFtations anG beliefs
FontaineG heUein. :e XnGeUtake no obligation to pXbliFly XpGate oU UeYise any foUZaUG�looking statePents afteU the Gate
they aUe PaGe� ZhetheU as a UesXlt of neZ infoUPation� fXtXUe eYents oU otheUZise.



�

PART I

ItHP 1. Business 

$s XseG heUein� ³&3,�´ ³Ze�´ ³oXU´ anG siPilaU teUPs UefeU to &3, &aUG *UoXp ,nF. anG its sXbsiGiaUies� Xnless
the Fonte[t inGiFates otheUZise.

OYHUYiHZ

:e aUe a payPent teFhnology FoPpany anG leaGing pUoYiGeU of FoPpUehensiYe )inanFial 3ayPent &aUG
solXtions in the 8niteG 6tates. :e Gefine ³)inanFial 3ayPent &aUGs´ as FUeGit� Gebit anG 3UepaiG 'ebit &aUGs (as GefineG
beloZ) issXeG on the netZoUks of the ³3ayPent &aUG %UanGs´ (9isa� 0asteUFaUG�� $PeUiFan ([pUess� anG 'isFoYeU�).
:e Gefine ³3UepaiG 'ebit &aUGs´ as Gebit FaUGs issXeG on the netZoUks of the 3ayPent &aUG %UanGs� bXt not linkeG to a
tUaGitional bank aFFoXnt. :e also offeU an instant FaUG issXanFe solXtion� ZhiFh pUoYiGes FXstoPeUs the ability to issXe a
peUsonali]eG Gebit oU FUeGit FaUG Zithin the bank bUanFh to inGiYiGXal FaUGholGeUs. :e haYe establisheG a leaGing
position in the )inanFial 3ayPent &aUG solXtions PaUket thUoXgh PoUe than �� yeaUs of e[peUienFe.

:e seUYe a GiYeUse set of seYeUal thoXsanG FXstoPeUs ZhiFh inFlXGes GiUeFt FXstoPeUs anG inGiUeFt FXstoPeU
Uelationships� ZheUeby &3, pUoYiGes )inanFial 3ayPent &aUG solXtions to a FXstoPeU thUoXgh a *UoXp 6eUYiFe 3UoYiGeU
(as GefineG beloZ). 2XU FXstoPeUs inFlXGe soPe of the laUgest issXeUs of Gebit anG FUeGit FaUGs in the 8niteG 6tates� the
laUgest 3UepaiG 'ebit &aUG pUogUaP PanageUs in the 8niteG 6tates� nXPeUoXs finanFial teFhnology FoPpanies
(³finteFhs´)� as Zell as inGepenGent FoPPXnity banks� FUeGit Xnions anG *UoXp 6eUYiFe 3UoYiGeUs. :e Gefine ³*UoXp
6eUYiFe 3UoYiGeUs´ as UeselleU oU FaUG pUoFessoU oUgani]ations that assist sPall FaUG issXeUs� sXFh as FUeGit Xnions� Zith
Panaging theiU FUeGit anG Gebit FaUG pUogUaPs� inFlXGing Panaging the )inanFial 3ayPent &aUG issXanFe pUoFess� FoUe
banking opeUations anG otheU finanFial seUYiFes.

:e seUYe oXU FXstoPeUs thUoXgh a netZoUk of high�seFXUity pUoGXFtion anG FaUG seUYiFes faFilities in the 8niteG
6tates� eaFh of ZhiFh is aXGiteG foU FoPplianFe Zith the stanGaUGs of the 3ayPent &aUG ,nGXstUy 6eFXUity 6tanGaUGs
&oXnFil (the ³3&, 6eFXUity 6tanGaUGs &oXnFil´) by one oU PoUe of the 3ayPent &aUG %UanGs. 0any of oXU FXstoPeUs
UeTXiUe Xs to FoPply Zith 3&, 6eFXUity 6tanGaUGs &oXnFil UeTXiUePents that Uelate to the pUoYision of oXU pUoGXFts anG
seUYiFes. 2XU netZoUk of high�seFXUity pUoGXFtion faFilities alloZs Xs to optiPi]e oXU solXtions offeUings anG to seUYe the
neeGs of oXU GiYeUse FXstoPeU base.

'UiYen by a FoPbination of oXU stUong Uelationships� TXality� teFhnology� innoYation� anG sXpply�Fhain
PanagePent� Ze belieYe Ze haYe stUong positions in the folloZing PaUkets�

• the 8.6. pUepaiG Gebit PaUket� inFlXGing the laUgest 8.6. 3UepaiG 'ebit &aUG pUogUaP PanageUs�

• the 8.6. sPall to PiG�si]eG finanFial institXtions PaUket� ZhiFh inFlXGes inGepenGent FoPPXnity banks anG
FUeGit Xnions�

• the 8.6. laUge issXeU PaUket� seUYing soPe of the laUgest 8.6. Gebit anG FUeGit FaUG issXeUs� anG

• the 8.6. finteFh PaUket� ZheUe Ze pUoGXFe anG peUsonali]e )inanFial 3ayPent &aUGs foU finanFial
teFhnology FoPpanies.

2XU bXsiness Fonsists of the folloZing UepoUtable segPents� 

• 'ebit anG &UeGit� ZhiFh pUiPaUily pUoGXFes )inanFial 3ayPent &aUGs anG pUoYiGes integUateG FaUG seUYiFes
to FaUG�issXing finanFial institXtions pUiPaUily in the 8niteG 6tates� 

• 3UepaiG 'ebit� ZhiFh pUiPaUily pUoYiGes integUateG pUepaiG FaUG seUYiFes to 3UepaiG 'ebit &aUG pUogUaP
PanageUs pUiPaUily in the 8niteG 6tates� anG

• ³2theU�´ ZhiFh inFlXGes FoUpoUate e[penses. 
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)oU aGGitional Getails UegaUGing oXU segPents� see 3aUt ,,� ,teP �� Financial Statements and Supplementary
Data, 1ote �� �6egPent 5epoUting�� anG 3aUt ,,� ,teP �� Management's Discussion and Analysis of Financial Condition
and Results of Operations in this $nnXal 5epoUt on )oUP ���..

OXU CRPSHtitiYH StUHQJthV

• Strong Market Position with Long-Term Customer Relationships. 2XU Yision is to be the paUtneU of FhoiFe
foU oXU FXstoPeUs by pUoYiGing PaUket�leaGing TXality pUoGXFts anG FXstoPeU seUYiFe Zith a PaUket�
FoPpetitiYe bXsiness PoGel. :e belieYe these effoUts haYe UesXlteG in &3, gaining estiPateG oYeUall PaUket
shaUe eaFh yeaU fUoP ���� to ����. :e haYe long�stanGing� tUXst�baseG Uelationships Zith FXstoPeUs anG
haYe FollaboUateG Zith oXU top �� FXstoPeUs foU PoUe than ten yeaUs� on aYeUage. :e stUiYe to pXt oXU
FXstoPeUs at the FenteU of eYeUything Ze Go. 2XU FXstoPeU Uelationships often inYolYe the hanGling of
sensitiYe infoUPation as Zell as pUoFess anG teFhnology integUation. $s a UesXlt� oXU FXstoPeUs aUe seleFtiYe
aboXt ZoUking Zith paUtneUs they Fan tUXst anG that Fan GeliYeU the highest TXality pUoGXFts anG FXstoPeU
seUYiFe. :e Paintain iPpoUtant Uelationships Zith the 3ayPent &aUG %UanGs to ensXUe oXU faFilities anG
pUoFesses Peet theiU stanGaUGs. :e belieYe Ze haYe establisheG a leaGing PaUket position in the pUepaiG
Gebit PaUket� bXilt on high TXality seUYiFes� innoYation anG Ueliable GeliYeUy to oXU FXstoPeUs. 2XU
&aUG#2nFe� instant issXanFe solXtion pUoYiGes the neFessaUy on�site eTXipPent anG sXpplies� pUopUietaUy
softZaUe�as�a seUYiFe (6aa6) Fapability� FXstoPeU sXppoUt anG seFXUe Gata e[Fhange to pUoYiGe peUsonali]eG
FaUGs on�site anG on�GePanG at bank anG FUeGit Xnion bUanFhes aFUoss the 8niteG 6tates. 'ata is e[FhangeG
thUoXgh eitheU a seFXUe Zeb inteUfaFe oU thUoXgh integUations of oXU pUopUietaUy softZaUe Zith oXU
FXstoPeUs¶ FaUG issXanFe systePs. ,ntegUations pUoYiGe a PoUe seaPless e[peUienFe foU oXU FXstoPeUs anG
Ze belieYe they fosteU longeU lasting anG FloseU FXstoPeU Uelationships.

• Comprehensive End-to-End Card Solutions. The foXnGation of oXU stUong PaUket position Zith oXU sPall�
to PiG�si]eG issXeU FXstoPeUs anG finteFhs is oXU FoPpUehensiYe enG�to�enG )inanFial 3ayPent &aUG
solXtions. 2XU solXtions pUoYiGe a fXll sXite of pUoGXFts anG FaUG seUYiFes UeTXiUeG to pUoGXFe� peUsonali]e
anG fXlfill )inanFial 3ayPent &aUGs� Zhile Paintaining the seFXUity UeTXiUePents of the 3ayPent &aUG
%UanGs. :e aUe integUal to Pany of oXU FXstoPeUs¶ FaUG pUogUaPs� paiUing FaUG Gesign anG pUoGXFtion Zith
an enG�to�enG offeUing of FaUG Gata peUsonali]ation anG FaUG seUYiFes that aUe integUateG Zithin oXU
FXstoPeUs¶ opeUations. :e pUoYiGe FaUG Gata peUsonali]ation seUYiFes foU finanFial institXtions anG
PanageUs of 3UepaiG 'ebit &aUG pUogUaPs that UeTXiUe teFhnology integUation� sXFh as seFXUe Gata links to
tUansfeU highly sensitiYe FaUGholGeU infoUPation. :e belieYe that oXU FoPpUehensiYe solXtions alloZ oXU
FXstoPeUs to Fhoose a single tUXsteG paUtneU to aGGUess theiU FaUG pUogUaP neeGs in a Fost�effeFtiYe PanneU
insteaG of Panaging PXltiple sXpplieUs aFUoss a FoPple[ YalXe Fhain.

• Network of High-Security Facilities. 2XU high�seFXUity faFilities aUe eaFh aXGiteG foU FoPplianFe Zith the
stanGaUGs of the 3&, 6eFXUity 6tanGaUGs &oXnFil by one oU PoUe of the 3ayPent &aUG %UanGs� foUPing a
netZoUk of FoPpliant pUoGXFtion faFilities in the 8niteG 6tates. The 3ayPent &aUG %UanG attestations of
FoPplianFe alloZ Xs to pUoGXFe FaUGs beaUing these bUanGs anG pUoYiGe UeleYant FaUG seUYiFes foU oXU issXeU
FXstoPeUs. These aXGit pUoFesses aUe long anG FoPple[� anG oXU faFilities anG systePs PXst FoPply Zith
stUiFt stanGaUGs of seFXUity in oUGeU to obtain anG Uetain these Gesignations� ZhiFh aUe UegXlaUly YeUifieG by
both the 3ayPent &aUG %UanGs anG oXU FXstoPeUs. :e belieYe the FoPple[ity anG inYestPent neeGeG to
obtain anG Uetain these FoPplianFe Gesignations Pay seUYe as a baUUieU to neZ entUants into oXU PaUket.

• Financial Payment Card Capabilities, Industry Experience, and Proprietary and Patented Solutions. 2YeU
the FoXUse of oXU long opeUating histoUy� Ze haYe GeYelopeG teFhnologiFal� engineeUing anG opeUational
e[peUtise that Ze belieYe has PaGe Xs a leaGeU in oXU inGXstUy. (XUopay� 0asteUFaUG anG 9isa (³(09�´) is
a global teFhniFal stanGaUG� PaintaineG by (09&o //& foU sPaUt payPent FaUGs� anG foU payPent
teUPinals anG aXtoPateG telleU PaFhines that aFFept theP. (09 FaUGs aUe sPaUt FaUGs (also FalleG Fhip
FaUGs) ZhiFh stoUe Gata on integUateG FiUFXits UatheU than PagnetiF stUipes� althoXgh (09 FaUGs Pay also
haYe PagnetiF stUipes. :e pUoGXFe FontaFt (09 FaUGs� ZhiFh UeTXiUe FontaFt Zith a sXUfaFe plate on an
(09�enableG payPent teUPinal. :e also pUoGXFe GXal�inteUfaFe (09 FaUGs that haYe both FontaFt anG
FontaFtless fXnFtionality.
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:e FontinXoXsly ZoUk to enhanFe oXU offeUings anG to FUeate anG GeliYeU ne[t geneUation pUoGXFts anG
solXtions that Peet the GePanGs of the PaUketplaFe anG oXU FXstoPeUs. &3,¶s 6eFonG :aYe� payPent
FaUGs featXUing a FoUe PaGe Zith UeFoYeUeG oFean�boXnG plastiF (³52%3´)� anG (aUthZise� FaUGs PaGe
Zith XpFyFleG plastiF aGGUess FXstoPeU GePanGs foU PoUe eFo�foFXseG FaUG options. :e also sell &3,
0etals�� a pUePiXP enFaseG Petal FaUG. 2XU offeUings also inFlXGe &aUG#2nFe� oXU pUopUietaUy anG
patenteG instant FaUG issXanFe systeP anG 6aa6 solXtion. :e belieYe that oXU teFhnologiFal anG opeUational
Fapabilities� FoPbineG Zith oXU speFifiF foFXs on the )inanFial 3ayPent 6olXtions PaUket� giYes Xs a
FoPpetitiYe aGYantage.

• Experienced Leadership Team. :e haYe an e[peUienFeG leaGeUship teaP that has eneUgi]eG the
oUgani]ation to foFXs on FXstoPeUs� aFFoXntability� innoYation anG GeliYeUing UesXlts.

EMV® is a registered trademark or tradename of EMVCo LLC in the United States and other countries.

OXU StUDtHJ\

:e aUe a payPent teFhnology FoPpany that pUoYiGes enG�to�enG Gebit� FUeGit anG pUepaiG payPent solXtions
GeliYeUeG physiFally� Gigitally anG on�GePanG. 2XU Yision is to be oXU FXstoPeUs¶ paUtneU of FhoiFe by pUoYiGing PaUket�
leaGing TXality pUoGXFts� FXstoPeU seUYiFe anG FontinXoXs innoYation Zith a PaUket�FoPpetitiYe bXsiness PoGel. :e
belieYe Ze aUe Zell�positioneG foU sXFFess giYen oXU GiYeUsifieG bXsiness PoGel� histoUy of innoYation anG ability to
eYolYe Zith the neeGs anG e[peFtations of oXU FXstoPeUs. %y helping oXU FXstoPeUs eleYate theiU FXstoPeUs¶ e[peUienFe�
Ze fosteU FoPpelling FonneFtions betZeen people anG teFhnology thUoXgh tUaGitional anG ne[t geneUation solXtions that
bXilG bUanGs anG enhanFe people¶s eYeUyGay liYes. To aFhieYe oXU Yision� Ze foFXs on oXU foXU stUategiF pUioUities� Geep
FXstoPeU foFXs� PaUket�leaGing TXality pUoGXFts anG FXstoPeU seUYiFe� FontinXoXs innoYation� anG PaUket FoPpetitiYe
bXsiness PoGel.

Deep Customer Focus

:e aUe FoPPitteG to keeping oXU FXstoPeUs at the FenteU of eYeUything Ze Go. %y paUtneUing Zith oXU
FXstoPeUs anG alloZing theiU neeGs to infoUP oXU bXsiness� Ze enhanFe oXU ability to GeliYeU YalXe anG help theiU
bXsinesses thUiYe. :e aiP to inspiUe anG satisfy oXU FXstoPeUs by UeGefining e[peUienFes that Pay haYe tUaGitionally
seePeG UigiG anG FoPple[. :ith oXU fXll anG e[panGing sXite of FatalytiF anG FoPpetitiYely GiffeUentiateG pUoGXFts anG
solXtions� Ze offeU oXU FXstoPeUs FhoiFe� FonYenienFe anG FontUol.

Market-Leading Quality Products and Customer Service

2XU stUong teaP of GeGiFateG� passionate ePployees ePbUaFe a FXltXUe of FollaboUation anG steaGfast foFXs on
GeliYeUing sXpeUioU pUoGXFts anG e[Feptional FXstoPeU seUYiFe ZhiFh has helpeG bXilG Xs into a leaGing solXtions
pUoYiGeU. :ith a foFXs on PaUket�leaGing TXality pUoGXFts anG FXstoPeU seUYiFe� Ze aUe FoPPitteG to opeUational
e[FellenFe anG aGapting to PaUket GynaPiFs to help oXU FXstoPeUs aFhieYe top�of�Zallet statXs anG bXilG theiU
bXsinesses. :e listen to the YoiFes of oXU FXstoPeUs anG foFXs on helping theP GeliYeU XniTXe anG GiffeUentiateG
solXtions that eleYate theiU FXstoPeUs¶ e[peUienFe. :e aUe aFFoXntable foU oXU aFtions� anG ZoUk syneUgistiFally to
GeliYeU UesXlts foU oXU FXstoPeUs� oXU ePployees anG oXU stoFkholGeUs.

Continuous Innovation 

:ith innoYation as a FoUe FoPpetenFy� Ze stUategiFally inYest to sXppoUt FontinXeG gUoZth anG e[panG oXU
oppoUtXnities to paUtneU pXUposefXlly Zith oXU FXUUent anG potential FXstoPeUs. :e stUiYe to enhanFe oXU offeUings to
FUeate anG GeliYeU ne[t geneUation pUoGXFts anG solXtions that Peet the GePanGs of the PaUketplaFe anG e[FeeG
FXstoPeUs¶ e[peFtations. &ontinXoXs innoYation aiPs to Zin neZ bXsiness anG help oXU FXstoPeUs GiffeUentiate
thePselYes Zith GistinFtiYe pUoGXFts anG solXtions� bXilG theiU bUanGs� anG aFhieYe top�of�Zallet statXs.

Market-Competitive Business Model

%y FUeating a GynaPiF anG effiFient opeUating PoGel� Ze haYe positioneG oXUselYes to betteU seUYe oXU
FXstoPeUs. :e aiP to stUeaPline oXU opeUations� ZhiFh enables Xs to alloFate UesoXUFes foFXseG on pUoYiGing oXU
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FXstoPeUs Zith XnPatFheG solXtions� innoYation anG e[Feptional seUYiFe. :e haYe also GeYelopeG stanGaUGs of
e[FellenFe anG taUget PetUiFs UegaUGing the TXality� Ueliability anG on�tiPe GeliYeUy of oXU pUoGXFts. :e inYest in
eTXipPent aGYanFePents anG teFhnology in oUGeU to FUeate bUoaGeU Fapabilities as Zell as iPpUoYe the TXality anG
effiFienFies of� anG the FXstoPeU satisfaFtion Zith� oXU offeUings. :e FontinXe to foFXs on GUiYing top�line peUfoUPanFe�
pUofitability� anG opeUational effiFienFy.

OXU PURGXFtV DQG SHUYiFHV

EMV Financial Payment Cards (Contact and Contactless Dual-Interface)

:e pUoGXFe plastiF (09 FaUGs� inFlXGing oXU eFo�foFXseG solXtions that Ze GesFUibe fXUtheU beloZ� anG
enFaseG Petal FontaFt (09 FaUGs. These (09 FaUGs featXUe an integUateG FiUFXit that inteUfaFes Zith an (09 payPent
teUPinal oYeU a FontaFt plate on the sXUfaFe of the FaUG Zhen inseUteG into an (09�enableG payPent teUPinal. :e also
pUoGXFe FontaFtless (09 FaUGs ZhiFh featXUe a UaGio�fUeTXenFy iGentifiFation (³5),'´) antenna that Xtili]es neaU fielG
FoPPXniFations (³1)&´) teFhnology to alloZ tUansaFtions to pUoFess on a FontaFtless basis Zhen the FaUG is bUoXght
Zithin the UeTXisite pUo[iPity to an 1)&�enableG payPent teUPinal. 'Xal�inteUfaFe (09 FaUGs also haYe FontaFt (09
teFhnology� anG Ze geneUally UefeU to all FaUGs Ze pUoGXFe Zith an 5),' antenna as µFontaFtless¶ FaUGs.

Earth ElementsT0 Eco-Focused Cards

:e belieYe Ze aUe a leaGing pUoYiGeU of eFo�foFXseG FaUG solXtions in the 8.6.� haYing solG PoUe than ��
Pillion eFo�foFXseG FontaFtless payPent FaUGs sinFe laXnFh in ����. 2XU (aUth (lePents poUtfolio offeUs eFo�foFXseG
solXtions� inFlXGing oXU 6eFonG :aYe FaUGs that featXUe a FoUe PaGe Zith 52%3 anG oXU (aUthZise FaUGs PaGe Zith
XpFyFleG plastiF. 'epenGent Xpon Gesign anG FaUG FonstUXFtion� (aUth (lePents FaUGs inFoUpoUate YaUying types anG
aPoXnts of XpFyFleG plastiF Fontent� inFlXGing 52%3� UeFyFleG 39& anG UeFyFleG 3(T�*. &aUGs in the (aUth (lePents
poUtfolio aUe aYailable in all foUPs of (09 )inanFial 3ayPent &aUGs (FontaFt anG FontaFtless GXal�inteUfaFe)� anG haYe
been appUoYeG by tZo of the PaMoU 3ayPent &aUG %UanGs. These solXtions aiP to satisfy inFUeasing FonsXPeU GePanG
foU PoUe eFo�foFXseG pUoGXFts anG help sXppoUt oXU anG oXU FXstoPeUs¶ enYiUonPental� soFial anG goYeUnanFe (³(6*´)
obMeFtiYes.

Non-EMV Financial Payment Cards

:e pUoGXFe non�(09 FaUGs that Xtili]e PagnetiF stUipes� FontaFtless FaUGs that Xtili]e 1)& teFhnology� anG
FaUGs that inFlXGe both PagnetiF stUipes anG 1)& teFhnology. ,n aGGition� Ze pUoGXFe non�(09 FaUGs that aUe issXeG on
the netZoUks of the 3ayPent &aUG %UanGs� inFlXGing pUepaiG Gebit FaUGs. ,n ���� Ze began pUoGXFing non�(09 FaUGs
foU the pXUpose of goYeUnPent GisbXUsePent in the 8.6.� anG haYe pUoGXFeG non�(09 tUansit FaUGs anG health saYings
aFFoXnt FaUGs. :e also pUoGXFe Uetail gift FaUGs that aUe not issXeG on the netZoUks of the 3ayPent &aUG %UanGs.

Card Data Personalization and Fulfillment

:e pUoYiGe Gata pUepaUation anG FaUG Gata peUsonali]ation solXtions foU Gebit� FUeGit anG 3UepaiG 'ebit &aUGs in
FontaFt� FontaFtless� anG GXal�inteUfaFe (09� anG non�(09 FaUG foUPats. 2XU peUsonali]ation seUYiFes aUe teFhnology�
GUiYen Zith fXll FoloU pUinting anG eGge�to�eGge FoYeUage� anG pUoYiGe a ZiGe Uange of FaUG FXstoPi]ation options� Xsing
aGYanFeG pUoFesses to peUsonali]e (enFoGe� pUogUaP anG ePboss oU pUint Zith Gata sXFh as FaUGholGeU naPe anG aFFoXnt
nXPbeU) anG fXlfill FaUGs to inGiYiGXal FaUGholGeUs. 2XU seUYiFes pUoYiGe FXstoPeUs Zith an inYentoUy of theiU FaUG stoFk
anG fXlfillPent PateUials. ,n aGGition� Ze pUoYiGe (09 Gata pUepaUation seUYiFes foU oXU FXstoPeUs anG in FeUtain Fases
geneUate 3,1 nXPbeUs anG PaileUs on theiU behalf. :e also pUoYiGe FonsXltation anG FaUG Gesign seUYiFes to fXUtheU assist
FXstoPeUs in FaUG FXstoPi]ation.

Print-On-Demand Solution

ThUoXgh oXU pUint�on�GePanG seUYiFes� Ze aUe able to pUoGXFe iPages� peUsonali]eG payPent FaUGs anG UelateG
FollateUal on a one�by�one� on�GePanG basis foU oXU FXstoPeUs� enabling inGiYiGXali]eG offeUings anG UeGXFing
inYentoUy. 2XU seUYiFe offeUing inFlXGes online oUGeUing of a FXstoPi]eG payPent FaUG thUoXgh a pUogUaP PanageU� Zith
GiUeFt fXlfillPent to a FonsXPeU. :e belieYe oXU pUint�on�GePanG solXtion fXUtheU GiffeUentiates Xs Zith oXU finanFial
institXtion anG pUepaiG Gebit FaUG pUogUaP PanageU FXstoPeUs anG enables Xs to aFFess bXsiness�to�bXsiness anG
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bXsiness�to�FonsXPeU YeUtiFals sXFh as healthFaUe� tUansit� payUoll� FoUpoUate inFentiYes� goYeUnPent GisbXUsePent�
benefits anG insXUanFe.

Instant Card Issuance Systems and Services

,n aGGition to FentUali]eG peUsonali]ation seUYiFes peUfoUPeG at oXU faFilities� oXU FXstoPeUs Pay also Xtili]e
peUsonali]ation seUYiFes thUoXgh &aUG#2nFe� oXU pUopUietaUy anG patenteG instant FaUG issXanFe systeP anG 6aa6
solXtion� ZhiFh pUoYiGes oXU FXstoPeUs the ability to issXe a FoPpletely peUsonali]eG� peUPanent Gebit oU FUeGit FaUG
Zithin the bank bUanFh to inGiYiGXal FaUGholGeUs Xpon GePanG. 2XU instant issXanFe systeP is enableG by FloXG�baseG
softZaUe that seFXUely tUansfeUs Gata fUoP oXU seUYeUs to enFoGe a PagnetiF stUipe FaUG� a FontaFt (09 FaUG oU a
FontaFtless GXal�inteUfaFe (09 FaUG� anG peUsonali]e the FaUG on a Gesktop pUinteU solXtion pUoYiGeG by &3,. These
pUoFesses aUe aXGiteG foU 3&, Gata seFXUity stanGaUGs FoPplianFe annXally. 2XU instant issXanFe systeP geneUates both
initial sales UeYenXe foU the pUinteU solXtion anG UeFXUUing UeYenXe fUoP FaUG peUsonali]ation anG sales of FaUGs anG
FonsXPables. :e offeU PXltiple &aUG#2nFe solXtions inFlXGing oXU pUePiXP 6peFtUXP solXtion that enables issXeUs to
pUoGXFe a high UesolXtion payPent FaUG Zith oYeU�the�eGge pUinting Fapability.

Digital Services

:hile not FXUUently signifiFant to oXU finanFial UesXlts� Ze pUoYiGe Gigital seUYiFes anG issXanFe teFhnologies�
inFlXGing online FaUG oUGeUing� oUGeU lifeFyFle PanagePent� FXstoPeU inYentoUy PanagePent� self�seUYiFe FaUG
FXstoPi]ation� pXsh pUoYisioning� anG otheU innoYatiYe solXtions.

Tamper-Evident Secure Packaging Solutions

:e offeU speFiali]eG anG innoYatiYe taPpeU�eYiGent seFXUe paFkaging pUoGXFts anG seUYiFes to FXstoPeUs aiPeG
at UeGXFing fUaXG foU 3UepaiG 'ebit &aUGs solG thUoXgh the Uetail Fhannel. ,n FeUtain Fases� Ze also Panage the
fXlfillPent of fXlly�FoPpleteG 3UepaiG 'ebit &aUG paFkages to Uetail loFations on behalf of oXU FXstoPeUs Xtili]ing this
solXtion.

SXSSOiHUV

:hile Ze haYe GeYelopeG FonstUXFtiYe Uelationships Zith oXU sXpplieUs anG� in geneUal� UeFeiYe a high leYel of
FoopeUation anG sXppoUt fUoP theP� one obMeFtiYe of oXU pUoFXUePent stUategy is not to GepenG on any single sXpplieU.
+oZeYeU� FeUtain FoPponents aUe only aYailable fUoP a single sXpplieU� oU sXbstitXting a FoPponent fUoP a GiffeUent
sXpplieU Pay UeTXiUe aGGitional tiPe anG inYestPent. 6oPe of the Post iPpoUtant FoPponents of oXU pUoGXFts inFlXGe
the (09� FontaFtless PiFUoFhips anG antennas. 2XU Pain sXpplieUs of (09� FontaFtless PiFUoFhips anG antennas
inFlXGe foXU leaGing inteUnational pUoGXFeUs Zith loFations in *eUPany� ThailanG� 6oXth .oUea anG 6ingapoUe� soPe of
ZhiFh soXUFe PateUials fUoP TaiZan. )oU the yeaU enGeG 'eFePbeU ��� ���� appUo[iPately ��� of oXU pXUFhaseG
PiFUoFhips anG antennas FaPe fUoP these foXU Pain sXpplieUs� anG appUo[iPately ��� FaPe fUoP one sXpplieU� Zith
Post of oXU FontaFtless Fhips being pUoYiGeG fUoP that saPe sXpplieU. The otheU key FoPponents foU oXU pUoGXFts aUe
sXbstUates anG inlays. $GGitionally� oXU 6eFonG :aYe payPent FaUGs featXUe a FoUe PaGe Zith 52%3� ZhiFh Ze eitheU
haYe soXUFeG oU FXUUently soXUFe fUoP sXpplieUs in +aiti anG ThailanG. 

:e PonitoU sXpply�Fhain Uisks anG eYalXate alteUnatiYe sXpplieUs baseG on nXPeUoXs attUibXtes inFlXGing
TXality� peUfoUPanFe� seUYiFe� sFalability� featXUes� innoYation� UesilienFy anG pUiFe. 6XUges in GePanG foU FeUtain UaZ
PateUials anG FoPponents� as Zell as otheU faFtoUs sXFh as staffing Fhallenges� haYe FontinXeG to stUain the global
sXpply�Fhain netZoUk� ZhiFh has UesXlteG in inFUeaseG Fosts of sXFh UaZ PateUials anG FoPponents� inFUeaseG shipping
Fosts� fUeight anG logistiFs Gelays� longeU leaG tiPes anG XnpUeGiFtability. $lthoXgh Ze stUiYe to plaFe oUGeUs foU
PateUials anG FoPponents sXffiFiently in aGYanFe to FoPpile bXffeU stoFk to Pitigate the iPpaFts of fUeight anG logistiFs
Gelays anG to bolsteU oXU aFFess to UaZ PateUials anG FoPponents� it is GiffiFXlt to pUeGiFt the ability of oXU sXpplieUs to
FontinXe to fXlfill sXFh oUGeUs� anG it is possible that sXFh Gelays as Zell as Fosts to obtain sXFh UaZ PateUials anG
FoPponents Zill FontinXe. ,f sXpplieUs Fannot fXlfill oXU oUGeUs this Fan FonstUain oXU ability to sXppoUt FXstoPeU GePanG
anG negatiYely iPpaFt net sales. To Pitigate the sXpply�Fhain FonstUaints GisFXsseG aboYe� Ze inFUeaseG inYentoUy leYels
in ���� anG enteUeG into a FapaFity UeseUYation agUeePent Zith one of oXU Fhip sXpplieUs to UeseUYe pUoGXFtion sXpply
FapaFity. 8nGeU the agUeePent� Ze agUeeG to pay FeUtain fees in e[Fhange foU the sXpplieU¶s FoPPitPent to UeseUYe
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FapaFity to pUoGXFe a set TXantity of Fhips fUoP ���� thUoXgh ����� sXbMeFt to FeUtain FonGitions� anG the &oPpany has
FoPPitteG to pXUFhase those Fhips. The total YalXe of oXU FoPPitPent is ����.� Pillion oYeU the teUP of the agUeePent. 

CXVtRPHUV

:e FategoUi]e oXU FXstoPeUs as folloZs� laUge issXeUs� sPall to PiG�si]eG issXeUs� finteFhs� pUepaiG Gebit issXeUs
anG pUogUaP PanageUs anG *UoXp 6eUYiFe 3UoYiGeUs. :e FonsiGeU laUge issXeUs to be the top �� FaUG issXeUs in the
8niteG 6tates baseG on an aYeUage of FaUGs issXeG GXUing the past thUee yeaUs. 2XU GiYeUse FXstoPeU base inFlXGes soPe
of the laUgest issXeUs of FUeGit anG Gebit FaUGs in the 8niteG 6tates anG the laUgest 3UepaiG 'ebit &aUG pUogUaP PanageUs
in the 8niteG 6tates. 

The &oPpany haG one FXstoPeU that aFFoXnteG foU ��� oU PoUe of its net sales in ����. 1et sales fUoP this
FXstoPeU Zas appUo[iPately ��� of total net sales foU the yeaU enGeG 'eFePbeU ��� ����. :e haYe been seUYing this
FXstoPeU foU PoUe than �� yeaUs. 1eaUly tZo�thiUGs of oXU net sales foU the yeaU enGeG 'eFePbeU ��� ���� ZeUe fUoP oXU
top ten GiUeFt FXstoPeUs� ZhiFh inFlXGe FeUtain *UoXp 6eUYiFe 3UoYiGeUs anG Ze haYe been seUYing these top ten GiUeFt
FXstoPeUs foU an aYeUage of PoUe than �� yeaUs. ,n aGGition� thUoXgh oXU GiUeFt anG inGiUeFt FXstoPeU Uelationships� a
PaMoUity of oXU annXal net sales in oXU 'ebit anG &UeGit segPent aUe GeUiYeG fUoP sPall� to PiG�si]eG issXeUs anG
finteFhs. ,nGiYiGXally� Pany of these FXstoPeUs� inFlXGing inGepenGent FoPPXnity banks anG FUeGit Xnions� UepUesent
PinoU aPoXnts of oXU annXal net sales.

:e geneUally enteU into PasteU pXUFhase oU seUYiFe agUeePents that goYeUn the geneUal teUPs anG FonGitions of
oXU FoPPeUFial Uelationships. :e then enteU into a pXUFhase oUGeU oU otheU shoUt�teUP aUUangePent that Gefines the
TXantities of pUoGXFts to be GeliYeUeG oU seUYiFes UenGeUeG anG otheU teUPs speFifiF to the oUGeU as appUopUiate. ,n Post
Fases� oXU FontUaFtXal aUUangePents inFlXGe neitheU e[FlXsiYity FlaXses noU FoPPitPents fUoP oXU FXstoPeUs to oUGeU
any giYen TXantities of pUoGXFts on a PeGiXP oU long�teUP basis.

PURGXFtiRQ DQG SHUYiFHV

:e haYe a netZoUk of high�seFXUity faFilities that Ze leYeUage to fXlfill FXstoPeU oUGeUs� Zith an aUUay of
pUoGXFts anG seUYiFes aYailable to oXU FXstoPeUs. :e haYe GesigneG oXU faFilities anG opeUating pUoFesses to taUget
pUoYiGing e[Feptional seUYiFe to all FXstoPeUs� Zith Fapabilities to�

• e[eFXte high�YolXPe pUoGXFtion UXns�

• e[eFXte loZeU�YolXPe pUoGXFtion UXns of sPalleU oUGeUs� as Zell as on�GePanG solXtions� anG

• Peet the speFifiF neeGs of oXU 3UepaiG 'ebit &aUG FXstoPeUs� as an inGXstUy leaGeU in taPpeU�eYiGent seFXUe
FaUG paFkaging� thUoXgh oXU e[peUtise anG Fapabilities speFifiFally GesigneG foU this pUepaiG Uetail PaUket. 

$s of 'eFePbeU ��� ����� Ze opeUateG faFilities FoPpUising appUo[iPately ������� sTXaUe feet in the 8niteG
6tates ZheUe Ze foFXs on )inanFial 3ayPent &aUG pUoGXFtion� peUsonali]ation seUYiFes� FaUG pUinteU pUoYisioning anG
fXlfillPent� FaUG paFkaging anG fXlfillPent seUYiFes. 6ee 3aUt ,� ,teP �� Properties in this $nnXal 5epoUt on )oUP ���.
foU infoUPation on the opeUations of eaFh faFility.

:e Uely on seFXUe gUoXnG anG seFXUe aiU fUeight to GeliYeU finisheG pUoGXFts to oXU FXstoPeUs. 'Xe to the high�
seFXUity natXUe of the )inanFial 3ayPent &aUG pUoGXFts Ze pUoYiGe to oXU FXstoPeUs� FeUtain pUoGXFts PXst be shippeG to
these FXstoPeUs Yia a seFXUe PethoG� sXFh as aUPoUeG YehiFle. :ith UespeFt to FXstoPeUs foU ZhoP Ze fXlfill inGiYiGXal
anG peUsonali]eG Gebit anG FUeGit FaUGs� Ze pUiPaUily Xtili]e the 8.6. postal seUYiFe anG otheU e[pUess shipping seUYiFes
to GeliYeU these FaUGs GiUeFtly to inGiYiGXal FaUGholGeUs. )oU otheU FXstoPeUs� Ze GeliYeU oXU pUoGXFts Yia UegXlaU gUoXnG
anG aiU fUeight.

,n aGGition� Ze seek to ePbUaFe pUaFtiFes anG solXtions at oXU faFilities GesigneG to liPit oXU iPpaFt on the
enYiUonPent� pUeseUYe natXUal UesoXUFes anG FUeate innoYatiYe anG Uesponsible pUoGXFts. 2XU key aUeas of foFXs in this
aUea inFlXGe� inFoUpoUating enYiUonPental sXstainability pUaFtiFes as anG ZheUe feasible in alignPent Zith oXU bXsiness
PoGel� YalXes anG FXstoPeU neeGs� engaging ePployees� anG FoPPXniFating anG pUoPoting oXU FoPPitPent anG
FontUibXtion to PoUe sXstainable pUaFtiFes anG pUoGXFts.
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SDOHV DQG 0DUNHtiQJ

:e PaUket oXUselYes as a leaGeU anG tUXsteG paUtneU in payPents� seeking to Peet oU e[FeeG the neeGs of oXU
FXstoPeUs thUoXgh high TXality� fle[ibility anG PeaningfXl� innoYatiYe pUoGXFts at YalXe�GUiYen pUiFing. :e stUategi]e
anG FollaboUate Zith oXU FXstoPeUs to bUing theP YalXable anG innoYatiYe solXtions. :e haYe sales UepUesentatiYes�
FXstoPeU Uelationships anG paUtneUs that pUoYiGe a ZiGe geogUaphiF UeaFh aFUoss the 8niteG 6tates to sell anG PaUket oXU
solXtions. 2XU sales UepUesentatiYes offeU a FoPplete enG�to�enG solXtion that inFoUpoUates the fXll speFtUXP of oXU
pUoGXFts anG seUYiFes fUoP FonFept to GeliYeUy. 2XU sales anG PaUketing stUategy foFXses on stUengthening oXU
Uelationships Zith e[isting FXstoPeUs thUoXgh a FonsXltatiYe appUoaFh that inFlXGes FUoss�selling e[panGeG seUYiFes anG
shaUing e[peUtise to enhanFe FXstoPeUs¶ FaUG pUogUaPs. :e leYeUage the stUength of oXU fXll�seUYiFe offeUings to attUaFt
neZ FXstoPeUs. 2XU PaUketing effoUts foFXs on the neeGs of oXU speFifiF types of FXstoPeUs. %y tailoUing oXU PaUketing
stUategy to GiffeUent FXstoPeU segPents� Ze aUe able to pUoYiGe UeleYant taUgeteG solXtions to Peet oXU FXstoPeUs¶
inGiYiGXal neeGs. :e Xse an aUUay of GiffeUent PaUketing FoPPXniFations anG thoXght leaGeUship aFUoss YaUioXs inGXstUy
pXbliFations� eGitoUial Zhite papeUs� Fase stXGies� FonfeUenFes anG tUaGe shoZs� pUint anG Gigital aGYeUtisePents�
eGXFational ZebinaUs� poGFasts� anG blogs to intUoGXFe oXU e[isting FXstoPeUs anG neZ FXstoPeUs to innoYations in the
payPents PaUket. :e also stUiYe to Peet FXstoPeU GePanG foU neZ oU enhanFeG pUoGXFts by innoYating thUoXgh UeseaUFh
anG GeYelopPent aFtiYities. :e belieYe these effoUts GUiYe FXstoPeU Uetention anG satisfaFtion� anG attUaFt neZ
FXstoPeUs.

CRPSHtitiRQ

The PaUket foU pUoGXFts anG seUYiFes in the payPent FaUG inGXstUy is highly FoPpetitiYe. 6oPe of oXU
FoPpetitoUs possess sXbstantially gUeateU finanFial� sales anG PaUketing UesoXUFes than Ze Go� anG theUefoUe haYe
sXbstantial fle[ibility in FoPpeting Zith Xs� inFlXGing thUoXgh the Xse of integUateG pUoGXFt offeUings� innoYation� anG
FoPpetitiYe pUiFing. &oPpetitiYe faFtoUs foU oXU bXsiness inFlXGe pUoGXFt TXality� GXUability� seFXUity� seUYiFe Ueliability�
pUoGXFt line FoPpUehensiYeness anG integUation� tiPely intUoGXFtion of neZ pUoGXFts anG featXUes� anG pUiFe.

2XU pUoGXFts anG seUYiFes FoPpete Zith otheU FaUG solXtions pUoYiGeUs. &eUtain e[isting anG potential FXstoPeUs
also haYe the ability to pUoGXFe anG�oU peUsonali]e )inanFial 3ayPent &aUGs in�hoXse. $FFoUGingly� Ze FoPpete Zith
FeUtain of oXU FXstoPeUs� inFlXGing those that offeU tUansaFtion pUoFessing pUoGXFts anG seUYiFes to finanFial
institXtions. :e belieYe Ze aUe in FoPpetition Zith $%&oUp� $UUoZeye� &oPpo6eFXUe /./.&.� (ntUXst� ),6� )iseUY�
*ieseFke 	 'eYUient *Pb+� +,' *lobal� ,'(0,$ (foUPeUly knoZn as 2beUthXU TeFhnologies 6.$.)� 3eUfeFt 3lastiF�
Thales (foUPeUly knoZn as *ePalto 19)� TUaYel Tags� anG :est5oFk (0Xlti 3aFkaging 6olXtions)� aPong otheUs. 

IQtHOOHFtXDO PURSHUt\

:e oZn� FontUol oU liFense YaUioXs intelleFtXal pUopeUty Uights� sXFh as patents� tUaGe seFUets� FonfiGential
infoUPation� tUaGePaUks� seUYiFe PaUks� tUaGenaPes� FopyUights anG appliFations. :e aUe paUty to FeUtain patent FUoss�
liFense aUUangePents Zith inGXstUy paUtiFipants anG Pay� fUoP tiPe to tiPe� enteU into siPilaU FoPPeUFial agUeePents
shoXlG Ze FonsiGeU it neFessaUy oU benefiFial foU oXU bXsiness.

:e Uely on a FoPbination of statXtoUy (FopyUight� tUaGePaUk anG tUaGe seFUet) anG FontUaFtXal safegXaUGs to
pUoteFt oXU intelleFtXal pUopeUty thUoXghoXt the ZoUlG. $s of 'eFePbeU ��� ����� Ze haG �� 8.6. anG foUeign tUaGePaUk
UegistUations anG appliFations� �� e[isting 8.6. patents� �� e[isting foUeign patents� as Zell as �� penGing 8.6. anG
foUeign patent appliFations. 2XU 8.6. anG foUeign patents anG appliFations haYe an aYeUage UePaining PatXUity of
appUo[iPately �� yeaUs� anG oXU tUaGePaUks Zill be GXe foU UeneZal foU aGGitional ten yeaU peUioGs on an ongoing basis.

RHJXODtiRQ

Privacy and Data Security

,n the FoXUse of oXU bXsiness� Ze UeFeiYe peUsonally iGentifiable infoUPation of FaUGholGeUs fUoP oXU FXstoPeUs�
eitheU fUoP a finanFial institXtion oU thUoXgh a FaUG pUoFessoU on behalf of a finanFial institXtion. 6XFh infoUPation Fan
inFlXGe naPes� ePail anG physiFal aGGUesses� FaUG aFFoXnt nXPbeUs anG e[piUation Gates. $s a seUYiFe pUoYiGeU to
finanFial institXtions in the 8niteG 6tates� Ze aUe sXbMeFt to FeUtain )eGeUal TUaGe &oPPission UeTXiUePents� FeUtain
pUiYaFy pUoYisions of the *UaPP�/eaFh�%liley $Ft anG its iPplePenting UegXlations� YaUioXs otheU feGeUal anG state
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pUiYaFy statXtes anG UegXlations� FeUtain of the 3&, 6eFXUity 6tanGaUGs &oXnFil¶s UeTXiUePents� anG the +ealth ,nsXUanFe
3oUtability anG $FFoXntability $Ft (³+,3$$´)� eaFh of ZhiFh is sXbMeFt to Fhange at any tiPe. 2XtsiGe of the 8niteG
6tates� Ze aUe sXbMeFt to pUiYaFy laZs anG UegXlations of FeUtain FoXntUies anG MXUisGiFtions. The inteUpUetation anG
appliFation of pUiYaFy anG Gata pUoteFtion laZs aUe often XnFeUtain anG in a state of flX[. )XUtheUPoUe� Pany of oXU
FXstoPeUs aUe sXbMeFt to pUiYaFy anG Gata pUoteFtion laZs� anG oXU FXstoPeUs often iPpose FontUaFtXal obligations on Xs
UelateG to theiU obligations. ,n oUGeU to FoPply Zith oXU obligations XnGeU appliFable pUiYaFy laZs anG UegXlations anG
oXU FontUaFtXal agUeePents Zith oXU FXstoPeUs� Ze aUe UeTXiUeG to iPplePent aGeTXate poliFies anG safegXaUGs to pUoteFt
the pUiYaFy of peUsonally iGentifiable infoUPation Ze UeFeiYe.

8nGeU the 3&, 6eFXUity 6tanGaUGs &oXnFil¶s UeTXiUePents� Ze PXst Peet FeUtain seFXUity stanGaUGs in oUGeU to
aFhieYe FoPplianFe that alloZs Xs to pUoGXFe anG peUsonali]e )inanFial 3ayPent &aUGs issXeG on theiU netZoUks. These
stanGaUGs inFlXGe e[tensiYe UeTXiUePents Zith UespeFt to the physiFal FhaUaFteUistiFs of oXU faFilities� as Zell as oXU
eleFtUoniF tUeatPent anG stoUage of FaUGholGeU Gata. :e belieYe that Ze haYe GeYelopeG signifiFant e[peUtise in aFhieYing
anG Paintaining FoPplianFe Zith the UeTXiUePents fUoP the 3ayPent &aUG %UanGs� anG haYe inYesteG� anG Zill FontinXe
to inYest� signifiFant Fapital to aFhieYe anG Uetain FoPplianFe� ZhiFh is UegXlaUly YeUifieG by both the 3ayPent &aUG
%UanGs anG oXU FXstoPeUs. :e belieYe the FoPple[ity inYolYeG anG inYestPent neeGeG to obtain anG Uetain these
FoPplianFe Gesignations Pay seUYe as a baUUieU to neZ entUants into oXU PaUket.

The statXs anG inteUpUetation of penGing anG e[isting laZs anG UegXlations is eYolYing anG these laZs anG
UegXlations Pay be applieG inFonsistently� anG the obligations iPposeG Xpon Xs by oXU FXstoPeUs Fan YaUy. ,t is possible
that oXU FXUUent Gata pUoteFtion poliFies anG pUaFtiFes Pay be GeePeG inFonsistent Zith neZ legal UeTXiUePents oU
inteUpUetations theUeof� anG bUeaFhes in the seFXUity of oXU systePs anG teFhnology FoXlG UesXlt in a Yiolation of these
laZs anG UegXlations anG FontUaFtXal UeTXiUePents. &hanges to these laZs anG UegXlations� as Zell as any assoFiateG
inTXiUies oU inYestigations oU any otheU goYeUnPent aFtions� anG aGGitional UeTXiUePents iPposeG by oXU FXstoPeUs Pay
be Fostly to FoPply Zith anG Pay Gelay oU iPpeGe the GeYelopPent of neZ pUoGXFts� UesXlt in negatiYe pXbliFity�
inFUease oXU opeUating Fosts� UeTXiUe signifiFant PanagePent tiPe anG attention� anG sXbMeFt Xs to UePeGies that Pay
haUP oXU bXsiness� inFlXGing UepXtational haUP� fines� oU GePanGs oU oUGeUs that Ze PoGify oU Fease e[isting bXsiness
pUaFtiFes.

Financial Services

:e aUe geneUally not GiUeFtly sXbMeFt to feGeUal oU state UegXlations speFifiFally appliFable to finanFial
institXtions sXFh as banks� thUifts anG FUeGit Xnions. +oZeYeU� as a pUoYiGeU of pUoGXFts anG seUYiFes to these finanFial
institXtions� oXU opeUations Pay be e[aPineG by YaUioXs state anG feGeUal UegXlatoUy aXthoUities anG UepUesentatiYes of
the )eGeUal )inanFial ,nstitXtions ([aPination &oXnFil� ZhiFh is a foUPal inteU�agenFy boGy ePpoZeUeG to pUesFUibe
XnifoUP pUinFiples� stanGaUGs anG UepoUt foUPs foU the feGeUal e[aPination of finanFial institXtions anG to Pake
UeFoPPenGations to pUoPote XnifoUPity in the sXpeUYision of finanFial institXtions. $lso� state anG feGeUal UegXlations
UeTXiUe oXU finanFial institXtion FXstoPeUs to inFlXGe FeUtain pUoYisions in theiU FontUaFts Zith seUYiFe pUoYiGeUs like Xs
anG to FonGXFt ongoing PonitoUing anG Uisk PanagePent foU thiUG paUty Uelationships. ,n aGGition� Ze engage
inGepenGent aXGitoUs annXally to UeYieZ FeUtain of oXU opeUations to pUoYiGe inteUnal FontUol eYalXations foU oXU
FXstoPeUs¶ aXGitoUs.

,n FonGXFting FeUtain aspeFts of oXU FaUG seUYiFes� Ze aUe GiUeFtly sXbMeFt to YaUioXs feGeUal anG state laZs anG
UegXlations anG FontUaFtXal obligations. ,n oUGeU to FoPply Zith oXU obligations XnGeU appliFable laZs� Ze aUe UeTXiUeG�
aPong otheU things� to FoPply Zith UepoUting UeTXiUePents� to iPplePent opeUating poliFies anG pUoFeGXUes to FoPply
Zith 2ffiFe of )oUeign $ssets &ontUol UeTXiUePents� to pUoteFt the pUiYaFy anG seFXUity of oXU FXstoPeUs¶ infoUPation
anG to XnGeUgo peUioGiF aXGits anG e[aPinations.

,n ����� the 'oGG�)Uank $Ft Zas enaFteG. The 'oGG�)Uank $Ft intUoGXFeG sXbstantial UefoUPs to the
sXpeUYision anG opeUation of the finanFial seUYiFes inGXstUy� inFlXGing intUoGXFing Fhanges that� affeFt the oYeUsight anG
sXpeUYision of finanFial institXtions� pUoYiGe foU a neZ UesolXtion pUoFeGXUe foU laUge finanFial FoPpanies� intUoGXFe
PoUe stUingent UegXlatoUy Fapital UeTXiUePents� iPplePent Fhanges to FoUpoUate goYeUnanFe anG e[eFXtiYe FoPpensation
pUaFtiFes� anG UeTXiUe signifiFant UXle�Paking. The 'oGG�)Uank $Ft has geneUateG nXPeUoXs neZ UegXlations that haYe
iPposeG FoPplianFe Fosts. The 'oGG�)Uank $Ft establisheG the &onsXPeU )inanFial 3UoteFtion %XUeaX (³&)3%´) ZhiFh
is ePpoZeUeG to FonGXFt UXle�Paking anG sXpeUYision UelateG to� anG enfoUFePent of� feGeUal FonsXPeU finanFial
pUoteFtion laZs. The &)3% has issXeG gXiGanFe that applies to ³sXpeUYiseG seUYiFe pUoYiGeUs´ ZhiFh the &)3% has
GefineG to inFlXGe seUYiFe pUoYiGeUs like Xs as Zell as &)3% sXpeUYiseG banks anG nonbanks. The &)3% has in the past
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anG Pay in the fXtXUe issXe UegXlations that Pay UeTXiUe Xs to Pake FoPplianFe inYestPents. ,t is GiffiFXlt to pUeGiFt Zith
FeUtainty the e[tent to ZhiFh the 'oGG�)Uank $Ft� the &)3% oU the UesXlting UegXlations Zill iPpaFt oXU bXsiness oU the
bXsinesses of oXU FXUUent anG potential FXstoPeUs.

EQYiURQPHQtDO PURtHFtiRQ

2XU opeUations aUe sXbMeFt to enYiUonPental pUoteFtion UegXlations� inFlXGing those goYeUning the ePissions of
pollXtants into the aiU� ZasteZateU GisFhaUges� the Xse anG hanGling of ha]aUGoXs sXbstanFes� Zaste Gisposal� anG the
inYestigation anG UePeGiation of soil anG gUoXnGZateU FontaPination. :e aUe also UeTXiUeG to obtain enYiUonPental
peUPits fUoP goYeUnPental aXthoUities foU FeUtain of oXU opeUations.

HXPDQ CDSitDO

2XU leaGeUship teaP has signifiFant e[peUienFe in the payPents inGXstUy� anG Pany of oXU ePployees possess
FaUeeU�long e[peUtise anG knoZleGge that is XniTXe to the )inanFial 3ayPent &aUG inGXstUy. 2XU FoPpensation pUogUaPs
aUe GesigneG to attUaFt anG Uetain inGiYiGXals Zith the XniTXe skill sets that aUe fXnGaPental to oXU bXsiness. :e pUoYiGe
oXU ePployees Zith FoPpetitiYe salaUies anG inFentiYes� aFFess to health insXUanFe anG paiG tiPe off� in aGGition to otheU
benefits. $s paUt of oXU pUoPotion anG Uetention effoUts� Ze also inYest in ongoing leaGeUship GeYelopPent anG FonGXFt
ePployee sXUYeys to PeasXUe ePployee engagePent anG iGentify aUeas of foFXs.

(Pployee health anG safety in the ZoUkplaFe is one of the &oPpany¶s FoUe YalXes. +ealth anG safety of oXU
ePployees has UePaineG paUaPoXnt anG the &oPpany has aGapteG its health anG safety pUoFeGXUes anG pUotoFols as
neFessaUy to fosteU a safe ZoUking enYiUonPent. 2XU offiFe�baseG ePployees PoYeG to a pUiPaUily UePote ZoUk
enYiUonPent beginning in 0aUFh ����.

:e aUe FoPPitteG to a GiYeUse anG inFlXsiYe ZoUkplaFe� in ZhiFh Ze pUoPote honest� ethiFal anG UespeFtfXl
FonGXFt. 2XU &oGe of %Xsiness &onGXFt anG (thiFs sets the stanGaUGs foU appUopUiate behaYioU� anG ePployees aUe
UeTXiUeG to folloZ these stanGaUGs anG paUtiFipate in UelateG tUaining. :e enFoXUage ePployees to bUing foUZaUG issXes
anG FonFeUns. ,n aGGition� Ze peUioGiFally analy]e oXU ePployPent pUoFeGXUes anG pay pUaFtiFes to help ensXUe
inGiYiGXals aUe pUoYiGeG Zith eTXal ePployPent oppoUtXnities anG eTXitable pay. :e also foFXs on a YaUiety of
FoPPXnity initiatiYes to enhanFe the liYes of people in the FoPPXnities ZheUe Ze opeUate thUoXgh YolXnteeUisP�
FhaUitable giYing anG eFonoPiF sXppoUt.

$s of 'eFePbeU ��� ����� &3, ePployeG appUo[iPately ����� fXll�tiPe ePployees� appUo[iPately ��� Pale
anG ��� fePale. $ppUo[iPately ��� of the ePployee base iGentifies as being Zithin a PinoUity FategoUy.
$ppUo[iPately ��� of oXU fXll�tiPe ePployees aUe pUoGXFtion anG seUYiFe faFility staff. $GGitionally� Ze Xse the
seUYiFes of tePpoUaUy ZoUkeUs to pUoYiGe fle[ibility foU oXU bXsiness neeGs� paUtiFXlaUly in oXU 3UepaiG 'ebit &aUG
loFations ZheUe histoUiFally Ze e[peUienFeG PoUe seasonality� althoXgh this is beFoPing a less PeaningfXl poUtion of oXU
ZoUkfoUFe. ,n ����� Ze began tUansitioning positions that ZeUe staffeG Zith tePpoUaUy ZoUkeUs to peUPanent ePployee
positions� in oUGeU to betteU Panage oXU ZoUkfoUFe anG opeUations. 1one of oXU ePployees aUe UepUesenteG by laboU
Xnions. :e belieYe that oXU Uelations Zith oXU ePployees aUe positiYe.

 
AYDiODbOH IQIRUPDtiRQ

&3, &aUG *UoXp ,nF. is a 'elaZaUe FoUpoUation. :e ZeUe initially foUPeG as &3, +olGings ,� ,nF. in -Xne ����
anG FhangeG oXU naPe to &3, &aUG *UoXp ,nF. in $XgXst ����. 2XU pUinFipal e[eFXtiYe offiFes aUe loFateG at �����
:est &entennial 5oaG� /ittleton� &2 ������ telephone (���) ��������. The &oPpany
s $nnXal 5epoUt on )oUP ���.�
4XaUteUly 5epoUts on )oUP ���4� &XUUent 5epoUts on )oUP ��.� anG aPenGPents to those UepoUts aUe aYailable fUee of
FhaUge thUoXgh the ³,nYestoU 5elations´ poUtion of the &oPpany
s Zebsite (ZZZ.FpiFaUGgUoXp.FoP)� as soon as
Ueasonably pUaFtiFal afteU they aUe fileG Zith� oU fXUnisheG to� the 6(&. 2XU Zebsite anG the infoUPation FontaineG on that
site� oU FonneFteG to that site� aUe not inFoUpoUateG into anG aUe not a paUt of this UepoUt. The 6(& also Paintains a
Zebsite (ZZZ.seF.goY)� ZhiFh Fontains UepoUts anG infoUPation statePents� anG otheU infoUPation fileG eleFtUoniFally
Zith the 6(& by the &oPpany.

&3, &aUG *UoXp ,nF. TXalifies as a sPalleU UepoUting FoPpany in aFFoUGanFe Zith 5Xle ��b�� XnGeU the
([Fhange $Ft� anG has eleFteG to folloZ FeUtain of the sFaleG baFk GisFlosXUe aFFoPPoGations Zithin this $nnXal
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5epoUt on )oUP ���.. %eginning Zith the yeaU enGeG 'eFePbeU ��� ����� the &oPpany is FlassifieG as an aFFeleUateG
fileU Zith UespeFt to 6(& UegXlations anG filing UeTXiUePents.

ItHP 1A. Risk Factors

TheUe aUe Pany faFtoUs that affeFt oXU bXsiness� finanFial FonGition� UesXlts of opeUations anG Fash floZs� soPe
of ZhiFh aUe beyonG oXU FontUol. The folloZing is a GesFUiption of soPe iPpoUtant faFtoUs that Pay FaXse oXU bXsiness�
finanFial FonGition� UesXlts of opeUations anG Fash floZs in fXtXUe peUioGs to GiffeU PateUially fUoP those FXUUently
e[peFteG oU GesiUeG. )aFtoUs not FXUUently knoZn to Xs oU that Ze FXUUently GeeP to be iPPateUial Pay also PateUially
anG aGYeUsely affeFt oXU bXsiness� finanFial FonGition� UesXlts of opeUations anG Fash floZs. <oX shoXlG FaUefXlly
FonsiGeU all of these Uisks GesFUibeG beloZ� togetheU Zith the otheU infoUPation inFlXGeG in this $nnXal 5epoUt on )oUP
���.� befoUe inYesting in oXU seFXUities. $s a UesXlt of any of these Uisks� knoZn oU XnknoZn� yoX Pay lose all oU paUt of
yoXU inYestPent in oXU seFXUities.

RiVN FDFtRUV SXPPDU\

5isks 5elating to oXU %Xsiness

• $ GeteUioUation in geneUal eFonoPiF FonGitions� inFlXGing Uising inflation� UesXlting in UeGXFeG FonsXPeU
FonfiGenFe anG FonsXPeU anG bXsiness spenGing anG GeFUeaseG GePanG foU oXU pUoGXFts.

• 'isUXptions� Gelays anG inFUeasing Fosts anG inflationaUy pUessXUes in oXU sXpply Fhain� inFlXGing Zith
UespeFt to single�soXUFe sXpplieUs� oU the failXUe oU inability of oXU sXpplieUs to FoPply Zith oXU FoGes of
FonGXFt oU FontUaFtXal UeTXiUePents. 

• )ailXUe to Uetain e[isting key FXstoPeUs anG attUaFt neZ FXstoPeUs GXe to FoPpetitiYe pUoGXFts� pUiFing
pUessXUes� e[tenGeG pUoGXFtion leaG tiPes� finanFial health of oXU FXstoPeUs anG PaFUoeFonoPiF
FonGitions affeFting oXU inGXstUy oU oXU FXstoPeUs.

• The XnpUeGiFtability of oXU opeUating UesXlts GXe to the YaUying FyFliFality of the finanFial FaUG anG
eleFtUoniF payPent inGXstUies� Fhanges in FXstoPeU inYentoUy PanagePent pUaFtiFes� Fapital UeTXiUePents�
FoPpetition� neZ pUoGXFt GeYelopPents� teFhnologiFal Fhanges anG otheU faFtoUs.

• &osts assoFiateG Zith being an aFFeleUateG fileU anG FoPplianFe Zith 6eFtion ��� of the 6aUbanes�2[ley
$Ft of ����. 

• )ailXUe to UeFUXit� Uetain anG GeYelop TXalifieG neZ anG UeplaFePent peUsonnel aPiGst laboU shoUtages anG
in FoPpetitiYe laboU PaUkets.

• The effeFts of the &29,'��� panGePiF inFlXGing UestUiFtions iPposeG by feGeUal� state anG loFal
goYeUnPents as Zell as UelateG eFonoPiF GisUXptions aGYeUsely affeFting oXU sXpply Fhain� ZoUkfoUFe�
oYeUall opeUations anG finanFial FonGition.

• $ FybeU�attaFk oU bUeaFh of oXU infoUPation teFhnology systePs UesXlting in losses of oXU intelleFtXal
pUopeUty anG�oU sensitiYe FaUGholGeU Gata� haUP to oXU FoPpetitiYe position anG a loss of FXstoPeU tUXst anG
FonfiGenFe� anG� as thUeats eYolYe� the neFessity to inYest in signifiFant aGGitional UesoXUFes to enhanFe oXU
infoUPation seFXUity anG FontUols. 

• $ny inteUUXption of oXU infoUPation teFhnology systePs� inFlXGing GisUXptions oU failXUes of oXU thiUG�paUty
Gata FenteUs� inhibiting oXU ability to seUYiFe oXU FXstoPeUs.

• 2XU inability to XnGeUtake tiPe�FonsXPing anG Fostly UeseaUFh anG GeYelopPent aFtiYities in oUGeU to
GeYelop neZ oU enhanFeG pUoGXFts.

• 2XU sXbstantial inGebteGness anG the FoYenants anG UestUiFtions in the agUeePents goYeUning oXU
inGebteGness liPiting oXU ability to Xse oXU Fash floZ in FeUtain aUeas of oXU bXsiness� Fapitali]e on FeUtain
bXsiness oppoUtXnities anG pXUsXe oXU bXsiness stUategies� all of ZhiFh FoXlG inFUease if Ze inFXU aGGitional
Gebt.

• $ GisUXption at any of oXU pUoGXFtion faFilities anG oXU inability to UeFoYeU TXiFkly oU otheUZise pUoYiGe
FontinXity of pUoGXFtion in oUGeU to Peet FXstoPeU UeTXiUePents.

• 3UoblePs in oXU pUoGXFtion pUoFesses� inFlXGing as a UesXlt of PeFhaniFal oU teFhnologiFal failXUes� ZhiFh
FoXlG leaG to UeGXFeG pUoGXFtion FapaFity anG TXality.

• The iPpaFt of the inFUeasing foFXs on enYiUonPental� soFial anG goYeUnanFe (³(6*´) faFtoUs on oXU ability
to aFFess Fapital� pUoGXFe oXU pUoGXFts in FonfoUPity Zith stakeholGeU pUefeUenFes� anG FoPply Zith
stakeholGeU GePanGs as Zell as FoPply Zith any neZ (6* UelateG UegXlatoUy UeTXiUePents.

• The effeFts of FliPate Fhange on oXU bXsiness.
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• 2XU inability to pUoteFt oXU tUaGe seFUets� intelleFtXal pUopeUty anG pUopUietaUy softZaUe� to obtain aGGitional
intelleFtXal pUopeUty Uights in the fXtXUe� anG to ensXUe oXU pUoGXFts aUe not infUinging the intelleFtXal
pUopeUty Uights of otheUs.

• 'efeFts in oXU softZaUe anG FoPpXting systePs� UesXlting in eUUoUs oU Gelays in the pUoFessing of
tUansaFtions anG otheU inteUUXptions in oXU bXsiness opeUations.

• The effeFts of the loZ tUaGing YolXPe anG flXFtXating tUaGing pUiFe of oXU FoPPon stoFk as Zell as teUPs
of oXU oXtstanGing inGebteGness anG PaUket FonGitions on oXU ability to aFFess Fapital PaUkets.

• 2XU e[posXUe to aGGitional ta[ FolleFtion effoUts by states� XnFlaiPeG pUopeUty laZs� oU fXtXUe inFUeases in
8.6. feGeUal oU state inFoPe ta[es� UesXlting in aGGitional e[penses ZhiFh Ze Pay be Xnable to pass along
to oXU FXstoPeUs.

• 2XU inability to GiYest oU FonsoliGate FeUtain non�stUategiF bXsinesses� anG oXU inability to e[eFXte
sXFFessfXlly on an aFTXisition stUategy.

• $ ZUite�GoZn of oXU long�liYeG assets� ZhiFh UepUesent a signifiFant poUtion of oXU total assets.
• 'efeFts in oXU pUoGXFts that Pay giYe Uise to pUoGXFts UeFalls� pUoGXFt liability anG ZaUUanty FlaiPs as Zell

as GaPage to oXU UepXtation.
• 2XU inability to UeneZ liFenses Zith key teFhnology liFensoUs� UesXlting in oXU loss of aFFess to FeUtain

teFhnologies Xpon ZhiFh Ze Uely to GeYelop FeUtain of oXU pUoGXFts.

5isks 5elating to oXU ,nGXstUy

• The highly FoPpetitiYe� satXUateG anG FonsoliGateG natXUe of oXU PaUketplaFe.
• The effeFts of Gelays oU inteUUXptions in oXU ability to soXUFe UaZ PateUials anG FoPponents XseG in oXU

pUoGXFts fUoP foUeign FoXntUies GXe to eFonoPiF GoZntXUns oU GisUXptions� inFlXGing as a UesXlt of
Uesponses to FontinXeG oXtbUeaks of &29,'��� anG taUiffs anG tUaGe UestUiFtions.

• The effeFts of the ongoing PilitaUy aFtion by 5Xssia in 8kUaine on the global eFonoPy.
• &hallenges� Fosts anG potential liabilities assoFiateG Zith FoPplianFe oU failXUe to FoPply Zith e[isting oU

fXtXUe Gata pUiYaFy anG seFXUity laZs� UegXlations anG UeTXiUePents.
• The ZiGespUeaG aGoption of teFhnologiFal Fhanges� neZ pUoGXFts oU inGXstUy stanGaUGs� sXFh as Gigital

payPent systePs oU Pobile payPents� ZhiFh Pay UenGeU oXU pUoGXFts obsolete oU iUUeleYant� anG oXU
failXUe to GeYelop anG intUoGXFe innoYatiYe pUoGXFts to aGGUess the eYolYing neeGs of oXU FXstoPeUs.

• 2XU failXUe to FoPply Zith the stanGaUGs of the 3&, 6eFXUity 6tanGaUGs &oXnFil� inFlXGing GXe to an
inability to FontinXe to Pake inYestPents in oXU faFilities neFessaUy to Paintain FoPplianFe Zith sXFh
stanGaUGs.

• 2XU failXUe to FoPply Zith enYiUonPental� health anG safety laZs anG UegXlations� inFlXGing FliPate Fhange
UegXlations� that apply to oXU pUoGXFts anG the UaZ PateUials Ze Xse in oXU pUoGXFtion pUoFesses.

5isks 5elating to 2ZneUship of oXU &oPPon 6toFk

• 2XU PaMoUity stoFkholGeUs¶ FontinXeG FonFentUateG oZneUship of oXU shaUes anG ability to FontUol GeFisions
UegaUGing oXU bXsiness GiUeFtion anG poliFies as Zell as the potential FonfliFts of inteUest that Pay aUise
betZeen oXU PaMoUity stoFkholGeUs anG oXU otheU stoFkholGeUs.

• The inflXenFe of seFXUities analysts oYeU the tUaGing PaUket foU anG pUiFe of oXU FoPPon stoFk� paUtiFXlaUly
GXe to the laFk of sXbstantial UeseaUFh FoYeUage of oXU FoPPon stoFk.

• 2XU failXUe to Paintain oXU listing on the 1asGaT *lobal 0aUket (³1asGaT´) GXe to failXUe to FoPply Zith
1asGaT listing stanGaUGs. 

• The iPpaFt of stoFkholGeU aFtiYisP oU seFXUities litigation on the tUaGing pUiFe anG Yolatility of oXU
FoPPon stoFk. 

• &eUtain pUoYisions of oXU oUgani]ational GoFXPents anG otheU FontUaFtXal pUoYisions that Pay Gelay oU
pUeYent a Fhange in FontUol anG Pake it GiffiFXlt foU stoFkholGeUs otheU than oXU PaMoUity stoFkholGeUs to
Fhange the FoPposition of oXU boaUG of GiUeFtoUs.

*eneUal 5isk )aFtoUs

• 2XU inability to FoPply Zith nXPeUoXs eYolYing anG FoPple[ laZs anG UegXlations Uelating to finanFial
UepoUting stanGaUGs� FoUpoUate goYeUnanFe� Gata pUiYaFy� ta[� tUaGe UegXlations� enYiUonPental UegXlations
anG peUPit UeTXiUePents� e[poUt FontUols� FoPpetitiYe pUaFtiFes� laboU anG health anG safety.

• /egal Fosts� insXUanFe e[penses� settlePent Fosts anG the Uisk of an aGYeUse GeFision UelateG to legal oU
UegXlatoUy pUoFeeGings oU litigation.
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RiVNV RHODtiQJ tR RXU BXViQHVV

Risks associated with reduced levels of consumer and business spending, ongoing inflation and the effects of an
economic downturn could adversely affect our business, financial condition and results of operations.

2XU bXsiness GepenGs heaYily on the oYeUall leYel of FonsXPeU anG bXsiness spenGing. 2XU UeYenXe is e[poseG
to geneUal eFonoPiF FonGitions that affeFt FonsXPeU FonfiGenFe� FonsXPeU spenGing� FonsXPeU GisFUetionaUy inFoPe oU
Fhanges in FonsXPeU pXUFhasing habits. $ sXstaineG GeteUioUation in geneUal eFonoPiF FonGitions� paUtiFXlaUly in the
8niteG 6tates� oU inFUeases in inteUest Uates Pay aGYeUsely affeFt oXU finanFial peUfoUPanFe by UeGXFing the GePanG foU
oXU )inanFial 3ayPent &aUG solXtions oU UeGXFing the pXUFhase of oXU higheU PaUgin pUoGXFts. ,f an eFonoPiF GoZntXUn
oFFXUs� FUeGit FaUG issXeUs Pay UeGXFe FUeGit liPits� Flose aFFoXnts anG beFoPe PoUe seleFtiYe Zith UespeFt to ZhoP
they issXe FUeGit FaUGs. &eUtain of oXU FXstoPeUs� espeFially in the finteFh spaFe� FoXlG be seYeUely iPpaFteG by a
GoZntXUn in eFonoPiF FonGitions liPiting theiU spenGing on FaUGs� oU Fease to e[ist altogetheU. $GGitionally� an
eFonoPiF GoZntXUn oU pUolongeG oXtbUeak of the &29,'��� panGePiF FoXlG UesXlt in e[tenGeG YolXntaUy oU PanGateG
FlosXUe of Uetail loFations that sell FeUtain of oXU pUoGXFts to FonsXPeUs� inFlXGing oXU 3UepaiG 'ebit &aUGs. These anG
otheU Fhanges in eFonoPiF FonGitions FoXlG theUefoUe aGYeUsely iPpaFt oXU fXtXUe UeYenXes anG pUofits anG FaXse a
PateUially aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

,nflation� ZhiFh inFUeaseG signifiFantly GXUing ����� has aGYeUsely affeFteG Xs by inFUeasing the Fosts of
PateUials anG laboU neeGeG to opeUate oXU bXsiness anG FoXlG FontinXe to aGYeUsely affeFt Xs in fXtXUe peUioGs. ,n the
eYent inflation FontinXes to inFUease� Ze Pay seek to inFUease the sales pUiFes of oXU pUoGXFts anG seUYiFes in oUGeU to
Paintain satisfaFtoUy PaUgins. +oZeYeU� sXFh inFUeases Pay UesXlt in FXstoPeU pXshbaFk oU attUition anG be GiffiFXlt oU
iPpossible in fXtXUe peUioGs� all of ZhiFh Pay haYe an aGYeUse effeFt on oXU finanFial FonGition anG UesXlts of opeUations.
$GGitionally� aFtions by the goYeUnPent to stiPXlate the eFonoPy Pay inFUease the Uisk of signifiFant inflation� ZhiFh
Pay also haYe an aGYeUse iPpaFt on oXU bXsiness oU finanFial UesXlts.

A disruption or other failure in our supply chain could adversely affect our business and financial results.

$s a FoPpany engageG in pUoGXFtion anG GistUibXtion� Ze aUe sXbMeFt to the Uisks inheUent in sXFh aFtiYities�
inFlXGing pUoGXFt TXality FontUol issXes� GisUXptions oU Gelays in oXU sXpply Fhain as Zell otheU e[teUnal faFtoUs oYeU
ZhiFh Ze haYe no FontUol. 5aZ PateUials XseG in oXU pUoGXFts Pay be soXUFeG fUoP a feZ� oU single� key sXpplieUs.
6peFifiFally� FeUtain key FoPponents foU oXU )inanFial 3ayPent &aUG pUoGXFts inFlXGe (09 PiFUoFhips� sXbstUates
(sXFh as 39&)� Uesin� PoGXles� antennas anG inlays� ZhiFh Ze soXUFe fUoP PXltiple sXpplieUs loFateG in *eUPany�
ThailanG� 6oXth .oUea� the 8niteG 6tates� +aiti anG 6ingapoUe� soPe of ZhiFh soXUFe PateUials fUoP TaiZan� pUiPaUily
on a pXUFhase oUGeU basis. ThoXgh Ze obtain the PiFUoFhips XseG in oXU )inanFial 3ayPent &aUG pUoGXFts fUoP PXltiple
sXpplieUs� Ze soXUFe the sXbstantial PaMoUity of sXFh PiFUoFhips fUoP one sXpplieU. )oU the yeaU enGeG 'eFePbeU ���
���� appUo[iPately ��� of oXU pXUFhaseG PiFUoFhips anG antennas FaPe fUoP foXU Pain sXpplieUs� anG appUo[iPately
��� FaPe fUoP one sXpplieU� Zith Post of oXU FontaFtless Fhips being pUoYiGeG fUoP that saPe sXpplieU. :e Pay enteU
into agUeePents Zith sXpplieUs fUoP tiPe to tiPe ZhiFh FoPPit Xs to pXUFhase pUoGXFts at pUiFes less faYoUable than
those aYailable in the PaUket at the tiPe of the oUGeU� oU in TXantities gUeateU than oXU fXtXUe neeGs. ,f sXFh sXpplieU is
Xnable to fXlfill oXU oUGeUs foU PiFUoFhips oU is GelayeG in shipping PiFUoFhips to Xs� Ze FoXlG fail to tiPely fXlfill
FXstoPeU oUGeUs� ZhiFh FoXlG GaPage oXU UepXtation anG UesXlt in a loss of FXstoPeUs anG FXstoPeU oppoUtXnities anG
PateUial haUP to oXU finanFial UesXlts.

$GGitionally� oXU 6eFonG :aYe FaUGs� featXUing a FoUe PaGe Zith UeFoYeUeG oFean�boXnG plastiF (³52%3´) Uely
on a laUgely inteUnational sXpply Fhain to soXUFe anG pUoYiGe sXFh plastiF in aFFoUGanFe Zith oXU GefineG paUaPeteUs. ,t is
GiffiFXlt anG Fostly to PonitoU sXpplieUs of key FoPponents anG theiU FoPplianFe Zith oXU paUaPeteUs� oXU FoGes of
FonGXFt� anG appliFable laZs. $ny failXUe by oXU sXpplieUs to so FoPply FoXlG aGYeUsely affeFt oXU ability to pUoGXFe
)inanFial 3ayPent &aUGs at all oU in a PanneU Fonsistent Zith stanGaUGs agUeeG Xpon Zith oXU FXstoPeUs� ZhiFh FoXlG
aGYeUsely affeFt oXU bXsiness� UepXtation anG FXstoPeU Uelationships. 0oUeoYeU� in FeUtain Fases� sXFh as Zith 52%3�
PiFUoFhip anG Uesin sXpplieUs� Ze Pay Uely on sXpplieUs foU ZhiFh theUe aUe not aGeTXate anG iPPeGiate UeplaFePents�
ZhiFh Pay UesXlt in oXU inability to FontinXe to pUoGXFe oU a UeGXFtion in pUoGXFtion of pUoGXFts that Xse FoPponents
fUoP these sXpplieUs in the eYent the sXpplieUs teUPinate theiU Uelationships Zith Xs� fail to GeliYeU pUoGXFts oU PateUials
in UeTXiUeG YolXPes oU in UeTXiUeG tiPefUaPes� oU otheUZise fail to Peet theiU obligations to Xs. :e geneUally Go not
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Paintain laUge YolXPes of inYentoUy� ZhiFh Pakes Xs eYen PoUe sXsFeptible to haUP if a sXpplieU fails to GeliYeU
pUoGXFts oU PateUials as UeTXiUeG.

&hanges in the finanFial oU bXsiness FonGition of oXU sXpplieUs� politiFal instability� soFial oU FiYil XnUest� ZaU oU
aGYeUse PaUket FonGitions in a sXpplieU¶s FoXntUy (inFlXGing Uelating to any FontinXeG oXtbUeak of &29,'���)� GePanG
fUoP otheU FXstoPeUs of sXFh sXpplieUs oU failXUe to FoPply Zith oXU FoGes of FonGXFt oU otheU FontUaFtXal UeTXiUePents
FoXlG UenGeU oXU sXpplieUs Xnable to pUoYiGe Xs Zith� oU UenGeU Xs Xnable oU XnZilling to aFFept� the FoPponents Ze neeG
to pUoGXFe oXU pUoGXFts anG thXs sXbMeFt Xs to losses oU aGYeUsely affeFt oXU ability to bUing pUoGXFts to PaUket. )XUtheU�
the failXUe of oXU sXpplieUs to GeliYeU gooGs anG seUYiFes in sXffiFient TXantities� in FoPplianFe Zith appliFable stanGaUGs�
FontUaFt UeTXiUePents� oU laZs anG UegXlations� anG in a tiPely PanneU FoXlG aGYeUsely affeFt oXU FXstoPeU seUYiFe
leYels� oXU UepXtation anG oXU oYeUall bXsiness. )oU e[aPple� Ze haYe in the past e[peUienFeG Gelays in oXU sXpply Fhain�
ZhiFh PaGe it GiffiFXlt to pUoGXFe oXU pUoGXFts in a tiPely PanneU. ,n aGGition� any inFUeases in the Fosts of gooGs anG
seUYiFes foU oXU bXsiness� inFlXGing as a UesXlt of inflationaUy pUessXUes� Pay aGYeUsely affeFt oXU pUofit PaUgins if Ze aUe
Xnable to pass along any higheU Fosts in the foUP of pUiFe inFUeases oU otheUZise aFhieYe Fost effiFienFies in oXU
opeUations. ,f a FoPpany in oXU sXpply Fhain engages in illegal� XnethiFal oU otheU TXestionable FonGXFt� Ze Pay not
haYe Yisibility to these pUaFtiFes� Ze Pay in FeUtain FiUFXPstanFes be GeePeG to haYe FonFXUUent Uesponsibility Zith oXU
sXpplieU foU sXFh FonGXFt� anG Ze� anG oXU FXstoPeUs� Pay faFe legal oU UepXtational haUP in aGGition to inteUUXptions to
oXU sXpply Fhain.

Failure to retain our existing customers or identify and attract new customers would have a material adverse effect
on our business.

$ sXbstantial poUtion of oXU net sales is GeUiYeG fUoP seYeUal laUge FXstoPeUs. The &oPpany haG one FXstoPeU
that aFFoXnteG foU ��� oU PoUe of its net sales in ����. 1et sales fUoP this FXstoPeU Zas appUo[iPately ��� of total net
sales foU the yeaU enGeG 'eFePbeU ��� ����. :e haYe been seUYing this FXstoPeU foU PoUe than �� yeaUs. ,n aGGition�
neaUly tZo�thiUGs of oXU net sales foU the yeaU enGeG 'eFePbeU ��� ���� ZeUe fUoP oXU top ten GiUeFt FXstoPeUs� ZhiFh
inFlXGe FeUtain *UoXp 6eUYiFe 3UoYiGeUs. :e haYe been seUYing these top ten GiUeFt FXstoPeUs foU an aYeUage of PoUe
than �� yeaUs. ,f one oU PoUe of oXU key FXstoPeU Uelationships enGs� it FoXlG haYe a PateUial aGYeUse effeFt on oXU
bXsiness anG finanFial UesXlts. 2XU ability to pUoYiGe pUoGXFts anG seUYiFes to these FXstoPeUs anG oXU otheU FXstoPeUs
anG Peet YeUy high TXality stanGaUGs in a tiPely PanneU is FUitiFal to oXU bXsiness sXFFess. )oU e[aPple� one of the key
seUYiFes that Ze offeU oXU FXstoPeUs is the pUoPpt anG tiPely pUoGXFtion anG GeliYeUy of UeplaFePent Gebit oU FUeGit
FaUGs. 2UGeUs foU UeplaFePent Gebit oU FUeGit FaUGs often aUe plaFeG on shoUt notiFe anG Pay UeTXiUe peUsonali]ation. ,f
Ze aUe Xnable to offeU these anG oXU otheU pUoGXFts anG seUYiFes in a high TXality anG tiPely PanneU� oXU Uelationships
Zith oXU FXstoPeUs Pay be aGYeUsely affeFteG anG FXstoPeUs Pay teUPinate theiU FontUaFts Zith Xs.

,n aGGition� oXU FontinXeG bXsiness Uelationship Zith oXU FXstoPeUs Pay be iPpaFteG by seYeUal faFtoUs beyonG
oXU FontUol� inFlXGing Fhanges of inYentoUy PanagePent pUaFtiFes by oXU FXstoPeUs� PoUe attUaFtiYe pUoGXFt offeUings
fUoP oXU FoPpetitoUs� pUiFing anG inflationaUy pUessXUes� *UoXp 6eUYiFe 3UoYiGeUs¶ anG pUogUaP PanageUs¶ ability to
Uetain e[isting oU gain neZ FXstoPeUs� the finanFial health of oXU FXstoPeUs anG PaFUoeFonoPiF FonGitions affeFting the
)inanFial 3ayPent &aUG inGXstUy oU oXU finanFial institXtion anG otheU FXstoPeUs. 2XU bXsiness pUaFtiFes Pay also be
sXbMeFt to peUioGiF aXGits by FXstoPeUs as paUt of that FXstoPeU¶s thiUG�paUty Uisk PanagePent pUogUaPs� the oXtFoPe of
ZhiFh Pay UesXlt in the loss of that FXstoPeU oU Pay FaXse Xs to inFXU signifiFant Fosts in oUGeU to satisfy the FXstoPeU¶s
UeTXiUePents. %eFaXse oXU FontUaFtXal aUUangePents Zith FXstoPeUs geneUally Go not inFlXGe e[FlXsiYity FlaXses oU
FoPPitPents to oUGeU speFifieG TXantities of pUoGXFts on a PeGiXP oU long�teUP basis� theUe is no gXaUantee that Ze Zill
UeFeiYe oUGeUs on a Fonsistent basis oU on faYoUable teUPs� oU be able to UeneZ FontUaFts oU pXUFhase oUGeUs in a giYen
yeaU on faYoUable teUPs oU at all. $GGitionally� as a UesXlt of laboU shoUtages anG sXpply�Fhain FonstUaints� the &oPpany
has e[peUienFeG e[tenGeG pUoGXFtion leaG tiPes in soPe aUeas of the bXsiness anG GiffiFXlty Peeting soPe FXstoPeUs¶
GeliYeUy e[peFtations. :hile Ze FontinXe to pUoaFtiYely PonitoU� assess anG take steps to PiniPi]e GisUXptions anG
Gelays in pUoGXFtion� these GisUXptions anG Gelays haYe FaXseG� anG Pay FontinXe to FaXse� the &oPpany to lose oU Gelay
FXstoPeU oppoUtXnities.

,f Ze e[peUienFe GiffiFXlty attUaFting anG Uetaining FXstoPeUs� oXU bXsiness� finanFial FonGition anG UesXlts of
opeUations ZoXlG be PateUially anG aGYeUsely affeFteG.
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Our operating results are unpredictable and may vary significantly from quarter to quarter and annually, and may
differ significantly from our expectations.

2XU opeUating UesXlts aUe affeFteG by a ZiGe YaUiety of faFtoUs that FoXlG PateUially anG aGYeUsely affeFt UeYenXe
anG pUofitability oU leaG to signifiFant YaUiability in oXU opeUating UesXlts. These faFtoUs inFlXGe� aPong otheUs� the
YaUying FyFliFality of the finanFial FaUG anG eleFtUoniF payPent inGXstUies� laboU anG sXpply Fhallenges� Fapital
UeTXiUePents� 3ayPent &aUG %UanGs stanGaUGs anG UeTXiUePents� FoPpetition� neZ pUoGXFt GeYelopPents� teFhnologiFal
Fhanges anG otheU faFtoUs. 

)XUtheUPoUe� in peUioGs of inGXstUy oYeUFapaFity oU Zhen oXU FXstoPeUs enFoXnteU GiffiFXlties in theiU
enG�PaUkets� oUGeUs aUe PoUe e[poseG to FanFellations� UeGXFtions� pUiFe Uenegotiations oU postponePents� oU Fhanges in
FXstoPeU inYentoUy PanagePent pUaFtiFes ZhiFh in tXUn UeGXFe oXU PanagePent¶s ability to foUeFast the ne[t TXaUteU oU
fXll�yeaU pUoGXFtion leYels� net sales� pUofits anG Fash floZs. )oU these Ueasons� oXU net sales anG opeUating UesXlts anG
Fash floZs Pay GiffeU PateUially fUoP oXU e[peFtations as Yisibility is UeGXFeG. This Pay haYe a PateUial aGYeUse effeFt
on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

We are considered an accelerated filer and are required to comply with Section 404 of the Sarbanes-Oxley Act of
2002, and our inability to maintain effective internal control over financial reporting in the future could result in
investors losing confidence in the accuracy and completeness of our financial reports and negatively affect the
market price of our common stock.

$s a pXbliF FoPpany� Ze aUe UeTXiUeG to Paintain inteUnal FontUol oYeU finanFial UepoUting anG to UepoUt any
PateUial Zeaknesses in sXFh inteUnal FontUols. %eFaXse Ze beFaPe anG FontinXe to be an aFFeleUateG fileU sinFe the yeaU
enGeG 'eFePbeU ��� ����� 6eFtion ��� of the 6aUbanes�2[ley $Ft of ���� (the ³6aUbanes�2[ley $Ft´) UeTXiUes oXU
inGepenGent UegisteUeG pXbliF aFFoXnting fiUP to attest to the effeFtiYeness of oXU inteUnal FontUol oYeU finanFial
UepoUting. 2XU tUansition to beFoPing sXbMeFt to aGGitional UeTXiUePents of 6eFtion ��� of the 6aUbanes�2[ley $Ft has
been anG Zill FontinXe to be tiPe�FonsXPing. )XUtheU� the Fosts assoFiateG Zith FoPplianFe Zith anG iPplePentation of
pUoFeGXUes XnGeU these anG fXtXUe laZs anG UelateG UXles FoXlG haYe a PateUial iPpaFt on oXU UesXlts of opeUations.

0anagePent has assesseG the effeFtiYeness of the &oPpany¶s inteUnal FontUol oYeU finanFial UepoUting baseG on
the FUiteUia set foUth by the &oPPittee of 6ponsoUing 2Ugani]ations of the TUeaGZay &oPPission in ,nteUnal &ontUol�
,ntegUateG )UaPeZoUk (����). %aseG on that assessPent� Ze iGentifieG seYeUal PateUial Zeaknesses in inteUnal FontUol
oYeU finanFial UepoUting GXUing ���� anG haYe FonFlXGeG those PateUial Zeaknesses to be UePeGiateG as of 'eFePbeU ���
����� as GesFUibeG in 3aUt ,,� ,teP �$� &ontUols anG 3UoFeGXUes in this $nnXal 5epoUt on )oUP ���.. +oZeYeU� Ze Fan
giYe no assXUanFe that aGGitional PateUial Zeaknesses oU signifiFant GefiFienFies in oXU inteUnal FontUols Zill not be
iGentifieG in the fXtXUe. ,f any sXFh FontUol GefiFienFies oFFXU in the fXtXUe� Ze Pay not GeteFt eUUoUs on a tiPely basis�
oXU finanFial statePents Pay be PateUially PisstateG� inYestoUs Pay lose FonfiGenFe in the aFFXUaFy anG FoPpleteness of
oXU finanFial UepoUts anG Ze Pay be Xnable to tiPely pUoGXFe oXU finanFial UepoUts. $ny of the foUegoing FoXlG
negatiYely affeFt the PaUket pUiFe of oXU FoPPon stoFk� peUhaps signifiFantly. ,n aGGition� Ze FoXlG beFoPe sXbMeFt to
inYestigations by any stoFk e[Fhange on ZhiFh oXU seFXUities aUe listeG� the 6(& oU otheU UegXlatoUy aXthoUities� oU
litigation oU GispXtes Zith stoFkholGeUs� ZhiFh FoXlG UeTXiUe aGGitional finanFial anG PanagePent UesoXUFes anG UesXlt in
PoUe Fostly GiUeFtoUs¶ anG offiFeUs¶ insXUanFe� ZhiFh FoXlG haYe an aGYeUse iPpaFt on oXU bXsiness.

The failure to effectively recruit, retain and develop qualified personnel and implement effective succession processes
could adversely affect our success and could have a material adverse effect on our business, financial condition and
results of operations.

2XU bXsiness fXnFtions aUe FoPple[ anG UeTXiUe ZiGe�Uanging e[peUtise anG intelleFtXal Fapital. ,f Ze fail to
UeFUXit� Uetain anG GeYelop peUsonnel Zho Fan pUoYiGe the neeGeG e[peUtise aFUoss the entiUe speFtUXP of oXU e[peUtise
anG intelleFtXal Fapital neeGs� then the ability of oXU bXsiness to sXFFessfXlly FoPpete anG gUoZ Pay be aGYeUsely
affeFteG. The PaUket foU TXalifieG peUsonnel is highly FoPpetitiYe anG Ze haYe e[peUienFeG laboU aYailability issXes in
seYeUal of oXU faFilities. This shoUtage of laboU has UesXlteG� anG Pay FontinXe to UesXlt� in inFUeaseG FoPpensation anG
UeFUXiting e[penses ZhiFh FoXlG haYe a PateUial aGYeUse effeFt on oXU pUofitability� paUtiFXlaUly if Ze aUe Xnable to pass
all of sXFh e[penses on to oXU FXstoPeUs oU aUe liPiteG in oXU ability to finG sXitable ZoUkeUs. ,n aGGition� the loss of key
peUsonnel ZithoXt aGeTXate sXFFession plans in plaFe Pay FaXse a failXUe to Paintain FontinXity in key bXsiness
fXnFtions. :e Pay not sXFFeeG in UeFUXiting sXffiFient peUsonnel to sXppoUt oXU pUoGXFtion neeGs� Pay fail to effeFtiYely
UeplaFe FXUUent peUsonnel Zho GepaUt Zith TXalifieG oU effeFtiYe sXFFessoUs� oU Pay not sXFFeeG in tUansitioning fUoP
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tePpoUaUy to peUPanent laboU at FeUtain faFilities. 3eUsonnel shoUtages haYe UesXlteG� anG Pay FontinXe to UesXlt� in
e[tenGeG pUoGXFtion leaG tiPes anG GiffiFXlty in Peeting FXstoPeUs¶ GeliYeUy e[peFtations� ZhiFh FoXlG UesXlt in the loss
of FXstoPeUs anG GaPage to oXU UepXtation anG haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG
UesXlts of opeUations.

The ongoing COVID-19 pandemic and responses thereto may, or may continue to, adversely affect our supply chain,
workforce, overall operations and financial condition, each of which may have a material adverse effect on our
business.

The &29,'��� panGePiF has FaXseG signifiFant eFonoPiF GisUXption anG aGYeUsely iPpaFteG the global
eFonoPy. 6inFe the beginning of the &29,'��� panGePiF in eaUly ����� Ze haYe e[peUienFeG� anG e[peFt to FontinXe to
e[peUienFe� Gelays in the sXpply of� anG inFUeaseG Fosts of� PateUials neFessaUy to opeUate oXU bXsiness� anG Fhallenges
hiUing anG Uetaining ZoUkeUs as Zell as inFUeaseG laboU Fosts. )eGeUal� state anG loFal goYeUnPent PeasXUes in Uesponse
to the &29,'��� panGePiF� inFlXGing the institXtion of oUGeUs� UestUiFtions anG gXiGelines Uelating to the opeUation of oXU
faFilities� tUaYel bans anG UestUiFtions� TXaUantines anG shXtGoZns� haYe iPpaFteG anG Pay FontinXe to iPpaFt oXU
ZoUkfoUFe� sales anG PaUketing effoUts� anG oXU opeUations anG haYe FaXseG anG Pay FontinXe to FaXse Xs to inFXU
signifiFant Fosts anG haYe a negatiYe iPpaFt on oXU sales anG UesXlts of opeUations. )oU e[aPple� oXU sales anG FXstoPeU
Uelationship peUsonnel haYe been anG Pay in the fXtXUe be Xnable to engage in in�peUson Peetings anG inteUaFtion Zith
oXU FXstoPeUs. $lthoXgh FeUtain UestUiFtions UelateG to the &29,'��� panGePiF haYe easeG� XnFeUtainty FontinXes to
e[ist UegaUGing the GXUation of sXFh PeasXUes anG potential fXtXUe PeasXUes. &XUUent PateUial anG FoPponent shoUtages�
logistiFs FonstUaints anG laboU ineffiFienFies haYe leG to anG Pay FontinXe to leaG to inFUeaseG Fosts anG Fhallenges
Peeting FXstoPeU GePanG� ZhiFh FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness� UesXlts of opeUations anG�oU
finanFial FonGition.

The &29,'��� panGePiF has also signifiFantly inFUeaseG eFonoPiF anG FXstoPeU GePanG XnFeUtainty anG has
FaXseG inflationaUy pUessXUe in the 8.6. anG elseZheUe as Zell as sXpply�Fhain GisUXptions. (FonoPiF XnFeUtainties FoXlG
FontinXe to aGYeUsely affeFt the finanFial FonGition anG FUeGit Uisk of oXU FXstoPeUs as Zell as FXstoPeU GePanG foU the
&oPpany¶s pUoGXFts anG seUYiFes� paUtiFXlaUly if FUeGit FaUG issXeUs UeGXFe FUeGit liPits� Flose aFFoXnts anG beFoPe
PoUe seleFtiYe in GeteUPining to ZhoP they issXe FUeGit FaUGs as a UesXlt theUeof. $ pUolongeG eFonoPiF FontUaFtion oU
UeFession Pay also UesXlt in oXU FXstoPeUs seeking to UeGXFe theiU Fosts anG e[penGitXUes� ZhiFh FoXlG UesXlt in loZeU
GePanG foU oXU pUoGXFts oU a shift to GePanG foU loZeU PaUgin pUoGXFts. ,f oXU sales GeFline� oU if sXFh lost sales aUe not
UeFoYeUable in the fXtXUe� oXU bXsiness anG UesXlts of opeUations Zill be signifiFantly aGYeUsely affeFteG.

&ontinXeG XnFeUtainties UelateG to the PagnitXGe� GXUation anG peUsistent effeFts of the &29,'��� panGePiF
Pay aGYeUsely affeFt oXU bXsiness. These XnFeUtainties inFlXGe� aPong otheU things� the GXUation anG iPpaFt of the
UesXUgenFe in &29,'��� Fases in any FoXntUy� state� oU Uegion� the ePeUgenFe� FontagioXsness� anG thUeat of neZ anG
GiffeUent stUains of the YiUXs� the aYailability� aFFeptanFe� anG effeFtiYeness of YaFFines� pUolongeG UeGXFtion oU FlosXUe
of the &oPpany¶s opeUations� GisUXptions in the global sXpply Fhain� inFUeaseG laboU Fost anG tXUnoYeU in oXU faFilities as
Zell as Fhallenges hiUing pUoGXFtion ePployees� the iPpaFt of the panGePiF on the &oPpany¶s FXstoPeUs anG sXpplieUs�
the iPpaFt of GisUXptions in the global Fapital PaUkets anG�oU GeFlines in oXU finanFial peUfoUPanFe� ZhiFh FoXlG iPpaFt
the &oPpany¶s ability to obtain finanFing in the fXtXUe� anG the iPpaFt of the panGePiF on FXstoPeU GePanG foU oXU
pUoGXFts anG seUYiFes as GisFXsseG aboYe. $ll of these faFtoUs FoXlG PateUially anG aGYeUsely affeFt oXU bXsiness� UesXlts
of opeUations anG�oU finanFial FonGition.

The global oXtbUeak of &29,'��� FontinXes to eYolYe. The XltiPate iPpaFt of the &29,'��� oXtbUeak
UePains XnFeUtain anG sXbMeFt to Fhange� anG Ze Fannot pUeGiFt its fXtXUe iPpaFts on oXU bXsiness oU the eFonoPy as a
Zhole. +oZeYeU� these effeFts Pay haUP oXU bXsiness� finanFial FonGition anG UesXlts of opeUations in the neaU teUP anG
FoXlG haYe a FontinXing PateUial iPpaFt on oXU opeUations� sales� anG liTXiGity. 

System security risks, data protection breaches, and cyber-attacks could compromise our proprietary information,
impair customer and vendor relationships, disrupt our internal operations, harm perception of our products and
expose us to litigation and/or regulatory penalties, which could have a material adverse effect on our business and
our reputation.

The Ueliability anG seFXUity of oXU ,T infUastUXFtXUe anG oXU ability to pUoteFt sensitiYe anG FonfiGential
infoUPation foU oXU FXstoPeUs� ZhiFh inFlXGe Pany finanFial institXtions� is FUitiFal to oXU bXsiness. :e haYe been anG
Pay FontinXe to be a taUget of FybeU�attaFks oU FybeU intUXsions Yia the ,nteUnet� FoPpXteU YiUXses� bUeak�ins� PalZaUe�
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phishing attaFks� UansoPZaUe attaFks� haFking� Genial�of�seUYiFe attaFks oU otheU attaFks anG siPilaU GisUXptions fUoP
XnaXthoUi]eG Xse of oU aFFess to FoPpXteU systePs (inFlXGing fUoP inteUnal anG e[teUnal soXUFes). $ bUeaFh of oXU
seFXUity Gefenses FoXlG UesXlt in a loss of oXU intelleFtXal pUopeUty� the Uelease of sensitiYe FaUGholGeU infoUPation anG
FXstoPeU� FonsXPeU oU ePployee peUsonal Gata� oU the loss of pUoGXFtion Fapabilities at one oU PoUe of oXU pUoGXFtion
faFilities. ,n UeFent yeaUs these types of inFiGents haYe beFoPe PoUe pUeYalent anG peUYasiYe aFUoss inGXstUies� inFlXGing
in oXU inGXstUy.

,n aGGition� oXU enFUyption systePs aUe at Uisk of being bUeaFheG oU GeFoGeG. :e Xse enFUyption teFhnology to
pUoteFt sensitiYe Gata Zhile in tUansit anG at Uest. $lso� sPaUt FaUGs aUe eTXippeG Zith keys that enFUypt anG GeFoGe
Pessages in oUGeU to seFXUe tUansaFtions anG Paintain the FonfiGentiality of Gata. The seFXUity affoUGeG by this
teFhnology GepenGs on the integUity of the enFUyption keys anG the FoPple[ity of the algoUithPs XseG to enFUypt anG
GeFoGe infoUPation. $ny signifiFant aGYanFes in teFhnology that enable the bUeaFh of FUyptogUaphiF systePs� PaliFioXs
softZaUe infiltUation oU that alloZ foU the e[ploitation of Zeaknesses in sXFh systePs FoXlG UesXlt in a GeFline in the
seFXUity Ze aUe able to pUoYiGe thUoXgh this teFhnology. $ny PateUial bUeaFh of oXU seFXUeG systePs FoXlG haUP oXU
FoPpetitiYe position� UesXlt in a loss of FXstoPeU tUXst anG FonfiGenFe� anG FaXse Xs to inFXU signifiFant Fosts to UePeGy
the GaPages FaXseG by systeP oU netZoUk GisUXptions� ZhetheU FaXseG by FybeU�attaFks� seFXUity bUeaFhes� inteUnal
FontUol failXUes� oU otheUZise� ZhiFh FoXlG XltiPately haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition
anG UesXlts of opeUations.

The pUoteFtiYe PeasXUes Ze haYe iPplePenteG to pUoteFt against Gata anG seFXUity bUeaFhes anG FybeU�attaFks
Pay not pUeYent systeP oU netZoUk GisUXptions anG Pay be insXffiFient to pUeYent oU liPit the GaPage fUoP any fXtXUe
seFXUity bUeaFhes. 2XU aFtiYities anG inYestPent in pUoteFtiYe PeasXUes Pay not be GeployeG sXffiFiently TXiFkly oU
sXFFessfXlly in oUGeU to pUoteFt oXU systeP oU netZoUk against GisUXptions anG Pay not pUeYent oU liPit the GaPage fUoP
any fXtXUe seFXUity bUeaFhes. ,n aGGition� as these thUeats FontinXe to eYolYe� Ze Pay be UeTXiUeG to inYest signifiFant
aGGitional UesoXUFes to PoGify anG enhanFe oXU infoUPation seFXUity anG FontUols oU to inYestigate anG UePeGiate any
seFXUity YXlneUabilities.

Interruptions in our operations, particularly in our IT systems, could have a material adverse effect on our business
and reputation.

2XU bXsiness is GepenGent Xpon oXU ability to e[eFXte� in an effiFient anG XninteUUXpteG fashion� neFessaUy
bXsiness fXnFtions� inFlXGing the opeUation of FoPple[ ,T systePs anG pUoGXFtion eTXipPent. ,n aGGition� a signifiFant
poUtion of the FoPPXniFation betZeen oXU ePployees� FXstoPeUs� anG sXpplieUs GepenGs on oXU ,T systePs. The
Ueliability of oXU ,T infUastUXFtXUe anG softZaUe� anG oXU ability to e[panG anG FontinXally XpGate teFhnologies in
Uesponse to oXU Fhanging neeGs� aUe FUitiFal to oXU bXsiness. 

,n oUGeU to seUYe oXU FXstoPeUs anG opeUate FeUtain aspeFts of oXU bXsiness� Ze GepenG on Gata FenteUs anG
FoPpXting infUastUXFtXUe that is both oXU oZn as Zell as pUoYiGeG by thiUG paUty YenGoUs. To the e[tent appliFations anG
Gata XseG in oXU bXsiness aUe hosteG by thiUG paUty YenGoUs at theiU faFilities� Ze Go not FontUol the opeUation of sXFh
faFilities oU in soPe Fases the haUGZaUe anG infUastUXFtXUe Zithin theP. $ny GisUXption of� inteUfeUenFe at� oU inability to
keep Xp Zith oXU neeGs foU FapaFity by oXU thiUG�paUty Gata FenteUs oU hosteG infUastUXFtXUe paUtneUs FoXlG inteUUXpt oXU
bXsiness opeUations. ,n aGGition� any pUoblePs faFeG by oXU thiUG�paUty Gata FenteU opeUations oU hosteG infUastUXFtXUe
paUtneUs Zith the teleFoPPXniFations netZoUk pUoYiGeUs Zith ZhoP Ze oU they FontUaFt� oU Zith the systePs by ZhiFh
oXU teleFoPPXniFations pUoYiGeUs alloFate FapaFity aPong theiU FXstoPeUs� inFlXGing Xs� FoXlG aGYeUsely affeFt the
e[peUienFe of oXU FXstoPeUs. 2XU ability to seUYiFe oXU FXstoPeUs also laUgely GepenGs on the effiFient anG XninteUUXpteG
opeUation of oXU oZn FoPpXteU infoUPation systePs anG FoPple[ pUoGXFtion eTXipPent� PXFh of ZhiFh Uelies on
FoPpXteU opeUating systePs� UesiGing at oXU leaseG faFilities. The pUopeU fXnFtioning of sXFh systePs Fan be aGYeUsely
affeFteG by the inFUeasing age anG Xsage of sXFh systePs� aPong otheU things. $ny inteUUXption in oXU bXsiness
appliFations� systePs oU netZoUks� inFlXGing� bXt not liPiteG to� neZ systeP iPplePentations� seUYeU GoZntiPe� failXUe
to XpgUaGe oU patFh softZaUe� faFility issXes� natXUal GisasteUs oU eneUgy blaFkoXts� FoXlG haYe a PateUial aGYeUse iPpaFt
on oXU opeUations� sales anG opeUating UesXlts. $GGitionally� Ze haYe a liPiteG nXPbeU of ePployees Zith the e[peUtise
UeTXiUeG to opeUate sXFh inteUnal appliFations� systePs anG netZoUks as Zell as UePeGiate theP in the eYent of a failXUe�
anG thXs the attUition of sXFh ePployees FoXlG UesXlt in oXU inability to TXiFkly anG effeFtiYely UesolYe fXtXUe ,T issXes
that Pay aUise.

1ot only FoXlG Ze sXffeU GaPage to oXU bUanG anG UepXtation in the eYent of a systeP oXtage oU Gata loss oU
inteUUXption� bXt Ze Pay also be liable to thiUG paUties� inFlXGing oXU FXstoPeUs. 6oPe of oXU FontUaFtXal agUeePents
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UeTXiUe the payPent of penalties if oXU systePs Go not Peet FeUtain opeUating stanGaUGs� anG failXUe to opeUate in
aFFoUGanFe Zith the stanGaUGs of one oU PoUe of the 3ayPent &aUG %UanGs FoXlG UesXlt in a loss of FoPplianFe of oXU
faFilities� any of ZhiFh FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness.

,n aGGition� to sXFFessfXlly opeUate oXU bXsiness� Ze PXst be able to pUoteFt oXU pUoFessing anG otheU systePs
fUoP inteUUXption� inFlXGing fUoP eYents that Pay be beyonG oXU FontUol. 3UoteFtiYe PeasXUes Ze haYe establisheG foU
FontinXation of FoUe bXsiness opeUations in the eYent of a FatastUophiF eYent Pay be insXffiFient to pUeYent oU liPit the
GaPage fUoP any fXtXUe GisUXptions� anG any sXFh GisUXption FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness�
finanFial FonGition anG UesXlts of opeUations.

Our future success depends upon our ability to develop, introduce and commercialize new products, which can be a
lengthy and complex process. We may be unable to commercialize new or improved products we may develop on a
timely basis or at all.

The GeYelopPent of neZ oU enhanFeG pUoGXFts is a FoPple[ anG XnFeUtain pUoFess UeTXiUing the aFFXUate
antiFipation of teFhnologiFal� PaUket anG inGXstUy tUenGs� as Zell as pUeFise teFhniFal e[eFXtion� all of ZhiFh FoXlG
aGYeUsely affeFt oXU ability to Peet FXstoPeU GePanG foU neZ oU enhanFeG pUoGXFts. The sXFFessfXl GeYelopPent of neZ
pUoGXFts Pay UeTXiUe Xs to XnGeUtake tiPe�FonsXPing anG Fostly UeseaUFh anG GeYelopPent aFtiYities� anG Ze Pay
e[peUienFe GiffiFXlties oU Fhallenging PaUket FonGitions that FoXlG Gelay oU pUeYent the sXFFessfXl GeYelopPent�
FoPPeUFiali]ation anG PaUketing of these neZ pUoGXFts� inFlXGing� foU e[aPple� liPiteG oU GelayeG PaUket aFFeptanFe
of GXal�inteUfaFe (09 teFhnology oU eFo�foFXseG FaUG solXtions in the 8niteG 6tates. %efoUe Ze Fan FoPPeUFiali]e any
neZ pUoGXFts� Ze Pay neeG to e[penG signifiFant fXnGs in oUGeU to FonGXFt sXbstantial UeseaUFh anG
GeYelopPent. $GGitionally� Ze haYe liPiteG UeseaUFh anG GeYelopPent UesoXUFes as FoPpaUeG to Pany of oXU
FoPpetitoUs� ZhiFh Pay UesXlt in an iPPatXUe pUoGXFt GeYelopPent pUoFess anG lengthy pUoGXFt Uoll�oXts. ,f Ze haYe
GiffiFXlty pUoGXFing innoYatiYe pUoGXFts� theUe FoXlG be a PateUial aGYeUse effeFt on oXU UeYenXe� UesXlts of opeUations�
UepXtation anG bXsiness. 1eZ oU enhanFeG pUoGXFt offeUings Pay also e[pose Xs to aGGitional Uisks� sXFh as neZ soXUFes
of sXpplies� inFUeaseG UegXlation oU UepXtational haUP.

$s Ze GeYelop pUoGXFts� Ze Pay neeG to Pake signifiFant inYestPents in pUoGXFt GeYelopPent anG neZ
teFhnology� as Zell as sales anG PaUketing UesoXUFes. )XUtheUPoUe� if Ze aUe Xnable to GeYelop anG intUoGXFe neZ anG
innoYatiYe pUoGXFts in a Fost�effeFtiYe anG tiPely PanneU� oXU pUoGXFt anG seUYiFe offeUings FoXlG be UenGeUeG
obsolete. ,n aGGition� FoPpetitoUs Pay be able to GeYelop anG FoPPeUFiali]e FoPpeting pUoGXFts PoUe TXiFkly anG
effiFiently. $ny of these faFtoUs FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of
opeUations.

The covenants and restrictions contained in agreements governing our indebtedness may adversely affect our
business and results of operations, may restrict our ability to grow and could make it difficult or impossible to timely
make our debt service payments or refinance our debt when it comes due.

:e Paintain a sXbstantial aPoXnt of Gebt� anG Ze Pay inFXU aGGitional Gebt in the fXtXUe to help fXnG oXU
bXsiness. The agUeePents goYeUning oXU inGebteGness Go not fXlly pUohibit Xs oU oXU sXbsiGiaUies fUoP inFXUUing
aGGitional inGebteGness in the fXtXUe� anG to the e[tent that Ze inFXU aGGitional inGebteGness� the Uisks assoFiateG Zith
oXU sXbstantial inGebteGness GesFUibeG beloZ� inFlXGing oXU possible inability to seUYiFe oXU Gebt� Pay inFUease. 2XU
sXbstantial inGebteGness anG inteUest e[pense FoXlG haYe iPpoUtant FonseTXenFes to Xs� inFlXGing�

• liPiting oXU ability to Xse a sXbstantial poUtion of oXU Fash floZ fUoP opeUations in otheU aUeas of oXU bXsiness�
inFlXGing foU ZoUking Fapital� UeseaUFh anG GeYelopPent� e[panGing oXU infUastUXFtXUe� Fapital e[penGitXUes anG
otheU geneUal bXsiness aFtiYities anG inYestPent oppoUtXnities in oXU FoPpany� beFaXse Ze PXst GeGiFate a
sXbstantial poUtion of these fXnGs to pay inteUest� Pake pUinFipal payPents anG�oU otheUZise seUYiFe oXU Gebt�

• iPpaFting oXU Fash floZs� UesXlts of opeUations anG finanFial FonGition Zhen inteUest Uates Uise� beFaXse the
inteUest Uate on oXU UeYolYing FUeGit faFility is a floating Uate that YaUies GepenGing on PaUket inteUest Uates fUoP
tiPe to tiPe�
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• liPiting oXU ability to Uetain oU attUaFt FXstoPeUs anG oXU ability to attUaFt oU Uetain TXalifieG ePployees GXe to
oXU signifiFant aPoXnt of Gebt anG the UelateG iPpliFations of sXFh Gebt foU the &oPpany¶s long�teUP finanFial
FonGition�

• liPiting oXU ability to obtain aGGitional finanFing in the fXtXUe foU ZoUking Fapital� Fapital e[penGitXUes� Gebt
seUYiFe UeTXiUePents� aFTXisitions anG the e[eFXtion of oXU stUategy� anG otheU e[penses oU inYestPents planneG
by Xs�

• liPiting oXU fle[ibility anG oXU ability to Fapitali]e on bXsiness oppoUtXnities anG to UeaFt to FoPpetitiYe
pUessXUes anG aGYeUse Fhanges in goYeUnPent UegXlation� oXU bXsiness anG oXU inGXstUy�

• liPiting oXU ability to tiPely Pake oXU Gebt seUYiFe payPents oU to satisfy oXU otheU obligations XnGeU oXU
inGebteGness (ZhiFh FoXlG UesXlt in an eYent of GefaXlt anG aFFeleUation if Ze fail to FoPply Zith the
UeTXiUePents of oXU inGebteGness)�

• inFUeasing oXU YXlneUability to a GoZntXUn in oXU bXsiness anG to aGYeUse eFonoPiF anG inGXstUy FonGitions
geneUally� anG

• plaFing Xs at a FoPpetitiYe GisaGYantage as FoPpaUeG to oXU FoPpetitoUs that aUe less leYeUageG.

$GGitionally� the teUPs of the agUeePents goYeUning oXU inGebteGness UestUiFt� anG any aGGitional inGebteGness
Ze Pay inFXU in the fXtXUe FoXlG siPilaUly UestUiFt� oXU ability to opeUate oXU bXsiness anG to pXUsXe oXU bXsiness
stUategies. $Pong otheU things� these agUeePents UestUiFt oXU ability to�

• inFXU aGGitional inGebteGness�
• FUeate liens oU Xse assets as seFXUity in otheU tUansaFtions�
• enteU into FeUtain asset sale tUansaFtions oU otheU Gispositions of assets�
• GeFlaUe oU pay GiYiGenGs� UepXUFhase oU UeGeeP stoFk� oU Pake otheU GistUibXtions to stoFkholGeUs�
• Pake inYestPents in otheU bXsinesses oU Moint YentXUes�
• PeUge oU FonsoliGate� oU sell� tUansfeU� lease oU Gispose of sXbstantially all of oXU assets� anG
• enteU into tUansaFtions Zith affiliates.

Interruptions in our operations, particularly in our IT systems, could have a material adverse effect on our business
and reputation.

2XU bXsiness is GepenGent Xpon oXU ability to e[eFXte� in an effiFient anG XninteUUXpteG fashion� neFessaUy
bXsiness fXnFtions� inFlXGing the opeUation of FoPple[ ,T systePs anG pUoGXFtion eTXipPent. ,n aGGition� a signifiFant
poUtion of the FoPPXniFation betZeen oXU ePployees� FXstoPeUs� anG sXpplieUs GepenGs on oXU ,T systePs. The
Ueliability of oXU ,T infUastUXFtXUe anG softZaUe� anG oXU ability to e[panG anG FontinXally XpGate teFhnologies in
Uesponse to oXU Fhanging neeGs� aUe FUitiFal to oXU bXsiness. 

,n oUGeU to seUYe oXU FXstoPeUs anG opeUate FeUtain aspeFts of oXU bXsiness� Ze GepenG on Gata FenteUs anG
FoPpXting infUastUXFtXUe that is both oXU oZn as Zell as pUoYiGeG by thiUG paUty YenGoUs. To the e[tent appliFations anG
Gata XseG in oXU bXsiness aUe hosteG by thiUG paUty YenGoUs at theiU faFilities� Ze Go not FontUol the opeUation of sXFh
faFilities oU in soPe Fases the haUGZaUe anG infUastUXFtXUe Zithin theP. $ny GisUXption of� inteUfeUenFe at� oU inability to
keep Xp Zith oXU neeGs foU FapaFity by oXU thiUG�paUty Gata FenteUs oU hosteG infUastUXFtXUe paUtneUs FoXlG inteUUXpt oXU
bXsiness opeUations. ,n aGGition� any pUoblePs faFeG by oXU thiUG�paUty Gata FenteU opeUations oU hosteG infUastUXFtXUe
paUtneUs Zith the teleFoPPXniFations netZoUk pUoYiGeUs Zith ZhoP Ze oU they FontUaFt� oU Zith the systePs by ZhiFh
oXU teleFoPPXniFations pUoYiGeUs alloFate FapaFity aPong theiU FXstoPeUs� inFlXGing Xs� FoXlG aGYeUsely affeFt the
e[peUienFe of oXU FXstoPeUs. 2XU ability to seUYiFe oXU FXstoPeUs also laUgely GepenGs on the effiFient anG XninteUUXpteG
opeUation of oXU oZn FoPpXteU infoUPation systePs anG FoPple[ pUoGXFtion eTXipPent� PXFh of ZhiFh Uelies on
FoPpXteU opeUating systePs� UesiGing at oXU leaseG faFilities. The pUopeU fXnFtioning of sXFh systePs Fan be aGYeUsely
affeFteG by the inFUeasing age anG Xsage of sXFh systePs� aPong otheU things. $ny inteUUXption in oXU bXsiness
appliFations� systePs oU netZoUks� inFlXGing� bXt not liPiteG to� neZ systeP iPplePentations� seUYeU GoZntiPe� failXUe
to XpgUaGe oU patFh softZaUe� faFility issXes� natXUal GisasteUs oU eneUgy blaFkoXts� FoXlG haYe a PateUial aGYeUse iPpaFt
on oXU opeUations� sales anG opeUating UesXlts. $GGitionally� Ze haYe a liPiteG nXPbeU of ePployees Zith the e[peUtise
UeTXiUeG to opeUate sXFh inteUnal appliFations� systePs anG netZoUks as Zell as UePeGiate theP in the eYent of a failXUe�
anG thXs the attUition of sXFh ePployees FoXlG UesXlt in oXU inability to TXiFkly anG effeFtiYely UesolYe fXtXUe ,T issXes
that Pay aUise.
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1ot only FoXlG Ze sXffeU GaPage to oXU bUanG anG UepXtation in the eYent of a systeP oXtage oU Gata loss oU
inteUUXption� bXt Ze Pay also be liable to thiUG paUties� inFlXGing oXU FXstoPeUs. 6oPe of oXU FontUaFtXal agUeePents
UeTXiUe the payPent of penalties if oXU systePs Go not Peet FeUtain opeUating stanGaUGs� anG failXUe to opeUate in
aFFoUGanFe Zith the stanGaUGs of one oU PoUe of the 3ayPent &aUG %UanGs FoXlG UesXlt in a loss of FoPplianFe of oXU
faFilities� any of ZhiFh FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness.

,n aGGition� to sXFFessfXlly opeUate oXU bXsiness� Ze PXst be able to pUoteFt oXU pUoFessing anG otheU systePs
fUoP inteUUXption� inFlXGing fUoP eYents that Pay be beyonG oXU FontUol. 3UoteFtiYe PeasXUes Ze haYe establisheG foU
FontinXation of FoUe bXsiness opeUations in the eYent of a FatastUophiF eYent Pay be insXffiFient to pUeYent oU liPit the
GaPage fUoP any fXtXUe GisUXptions� anG any sXFh GisUXption FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness�
finanFial FonGition anG UesXlts of opeUations.

Disruptions in production at one or more of our facilities may have a material adverse impact on our business, results
of operations and/or financial condition.

$ny seUioXs GisUXption at any of oXU faFilities� inFlXGing as a UesXlt of the &29,'��� panGePiF� seYeUe ZeatheU
FonGitions� FliPate Fhange� natXUal GisasteUs� hostilities� politiFal instability� soFial XnUest� netZoUk oXtages oU teUUoUist
aFtiYities� FoXlG iPpaiU oXU ability to Xse oXU faFilities anG haYe a PateUial aGYeUse iPpaFt on oXU UeYenXes anG inFUease
oXU Fosts anG e[penses. ,n the eYent of a GisUXption in pUoGXFtion at one of oXU faFilities� oXU otheU faFilities Pay not
haYe sXffiFient FapaFity� Pay not haYe the speFiali]eG eTXipPent neFessaUy� Pay haYe higheU pUoGXFtion Fosts� Pay take
signifiFant tiPe to inFUease pUoGXFtion oU Pay fail to Peet oXU FXstoPeUs¶ UeTXiUePents� any of ZhiFh FoXlG negatiYely
iPpaFt oXU bXsiness� UesXlts of opeUations anG finanFial FonGition. 3UoGXFtion GisUXptions Pay FaXse oXU FXstoPeUs to
seek alteUnatiYe sXpply� ZhiFh FoXlG fXUtheU aGYeUsely affeFt oXU pUofitability.

$ signifiFant aPoXnt of FeUtain speFiali]eG pUoGXFtion FapaFity is also FonFentUateG in single�site loFations. 'Xe
to the speFiali]eG natXUe of the assets XseG in the pUoGXFtion pUoFess at eaFh loFation� in the eYent a paUtiFXlaU faFility
e[peUienFes GisUXption� it Pay not be possible to finG UeplaFePent FapaFity TXiFkly oU sXbstitXte pUoGXFtion fUoP oXU
otheU faFilities. $FFoUGingly� GisUXption at a single�site pUoGXFtion opeUation FoXlG signifiFantly iPpaFt oXU ability to
sXpply oXU FXstoPeUs anG FoXlG haYe a seYeUe iPpaFt on Xs.

$GGitionally� all of oXU pUoGXFtion faFilities aUe FXUUently leaseG� anG Ze aUe sXbMeFt to Uisks assoFiateG Zith oXU
FXUUent anG fXtXUe Ueal estate leases foU sXFh faFilities. $s eaFh lease e[piUes� Ze Pay fail to negotiate UeneZals� eitheU on
FoPPeUFially aFFeptable teUPs oU at all� Ze Pay be Xnable to finG UeplaFePent loFations Zith aGeTXate FapaFity foU oXU
XniTXe eTXipPent anG both FXUUent anG fXtXUe opeUational neeGs� anG Ze Pay e[peUienFe GisUXption oU signifiFant Fost in
UeloFating� any of ZhiFh FoXlG haYe an aGYeUse effeFt on oXU opeUations� FXstoPeU Uelationships anG finanFial
peUfoUPanFe.

Our business could suffer from problems in production quality, materials and process, which could reduce, delay or
interrupt production of our products, resulting in adverse impacts to our business and financial results.

:e pUoGXFe oXU pUoGXFts Xsing pUoFesses that aUe highly FoPple[� UeTXiUe FoPple[ anG Fostly eTXipPent anG
PXst FontinXally be PoGifieG to iPpUoYe yielGs anG peUfoUPanFe. 'iffiFXlties in the pUoGXFtion pUoFess Fan UeGXFe
pUoGXFt yielGs� UeGXFe pUoGXFt TXality oU inteUUXpt pUoGXFtion altogetheU. :e Pay not haYe aGeTXate UeplaFePents foU
failing oU PalfXnFtioning PaFhineUy aYailable in a tiPely fashion. $GGitionally� Ze haYe e[peUienFeG PalfXnFtions anG
eUUoUs� inFlXGing hXPan eUUoU� Uelating to the opeUation of FeUtain PaFhineUy anG systePs XseG in oXU pUoGXFtion pUoFess
that� in soPe instanFes� haYe UesXlteG in the GeliYeUy to oXU FXstoPeUs of pUoGXFts that GiG not Peet theiU stanGaUGs oU
speFifiFations oU Zhose fXnFtionality in the PaUketplaFe Zas aGYeUsely iPpaFteG. 6XFh pUoblePs Pay UesXlt in oXU
inability to pUopeUly fXlfill FXstoPeU oUGeUs anG�oU oXU obligation oU eleFtion to UeplaFe pUoGXFts at oXU Fost anG e[pense�
pUoYiGe FUeGit to oU UeiPbXUse FXstoPeUs foU UelateG GaPages. :e Pay also be sXbMeFt to FlaiPs Uelating to sXFh issXes.
The oFFXUUenFe of any of these Uisks FoXlG GaPage oXU UepXtation anG UesXlt in the loss of bXsiness� ZhiFh FoXlG haYe an
aGYeUse iPpaFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations. 

$s the FoPple[ity of both oXU pUoGXFts anG oXU teFhnologiFal pUoFesses has beFoPe PoUe aGYanFeG� pUoGXFtion
toleUanFes haYe been UeGXFeG anG UeTXiUePents foU pUeFision haYe beFoPe PoUe GePanGing. ,f Ze Go not aGYanFe oXU
pUoGXFtion pUoFesses at the PaUket Uate� Ze Pay e[peUienFe a loZeU pUoGXFtion TXality than the PaUket stanGaUG. :e
Pay sXffeU GisUXptions in oXU pUoGXFtion� eitheU GXe to pUoGXFtion GiffiFXlties� sXFh as PaFhineUy oU teFhnology failXUes�
hXPan oU otheU eUUoUs� oU as a UesXlt of e[teUnal faFtoUs beyonG oXU FontUol� sXFh as Gelay of� oU TXality issXes Zith�
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PateUials pUoYiGeG by sXpplieUs� inteUUXption of oXU eleFtUiFal seUYiFe oU a natXUal GisasteU. :e Pay also Uisk non�
FoPplianFe Zith FeUtain inGXstUy stanGaUGs if Ze e[peUienFe failXUe of FeUtain UeTXiUeG opeUations oU pUoFesses� sXFh as
those UelateG to faFility seFXUity� ZhiFh Pay iPpeGe oXU ability to GeliYeU pUoGXFts to oXU FXstoPeUs. $ny sXFh eYent
FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

Expectations of stakeholders relating to environmental, social and governance matters may impose additional costs
and expose us to new risks as well as have an adverse effect on our business, financial condition, results of
operations, and cash flows.

TheUe is an inFUeasing foFXs fUoP FeUtain inYestoUs� UegXlatoUs� FXstoPeUs anG otheU stakeholGeUs FonFeUning
FoUpoUate Uesponsibility� speFifiFally UelateG to enYiUonPental� soFial anG goYeUnanFe (³(6*´) PatteUs. 6oPe inYestoUs
Pay Xse these faFtoUs to gXiGe theiU inYestPent stUategies anG� in soPe Fases� Pay Fhoose not to inYest in the &oPpany if
they belieYe oXU pUaFtiFes Uelating to (6* aUe inaGeTXate� ZhiFh Pay hinGeU the &oPpany¶s aFFess to Fapital. ,n
aGGition� inYestPent in fXnGs that speFiali]e in FoPpanies that peUfoUP Zell in sXFh assessPents aUe inFUeasingly
popXlaU� anG PaMoU institXtional inYestoUs haYe pXbliFly ePphasi]eG the iPpoUtanFe of sXFh (6* PeasXUes to theiU
inYestPent GeFisions. ,n aGGition to the topiFs typiFally FonsiGeUeG in sXFh assessPents� foU bXsinesses in the FaUG
pUoGXFtion inGXstUy� issXes of ePissions anG plastiF Zaste aUe of paUtiFXlaU iPpoUtanFe. )oU e[aPple� inFUeaseG attention
to FonseUYation PeasXUes anG negatiYe FonsXPeU attitXGes aboXt plastiF pUoGXFts oU otheU FoPponents in oXU pUoGXFts
FoXlG haYe an aGYeUse iPpaFt on GePanG foU oXU pUoGXFts� ZhiFh FoXlG aGYeUsely iPpaFt oXU bXsiness anG UesXlts of
opeUations.

TheUe haYe also been Fhanging FonsXPeU FonFeUns anG peUFeptions (ZhetheU aFFXUate oU inaFFXUate) UegaUGing
the potentially aGYeUse enYiUonPental effeFts of sXbstanFes pUesent in FeUtain FonsXPeU pUoGXFts� inFlXGing sXbstanFes
anG FoPponents the &oPpany Xses in its pUoGXFts� inFlXGing 39& plastiF. 3otential FonsXPeU FonFeUns Pay also e[tenG
to the soXUFing of FeUtain PateUials anG laboU anG otheU FonGitions in those loFations. :e Pay be Xnable to pUoGXFe oU
pUoFXUe oXU pUoGXFts in FonfoUPity Zith these pUefeUenFes anG FonFeUns� oU Going so Pay UeTXiUe signifiFant UeseaUFh
anG GeYelopPent Fosts as Zell as inFUeaseG Fosts assoFiateG Zith pUoFXUing alteUnatiYe UaZ PateUials anG FoPponents.
:e also Pay neeG to Pake Fhanges to oXU opeUations that FoXlG UeTXiUe aGGitional Fapital e[penGitXUes. This ZoXlG
aGYeUsely affeFt oXU finanFial FonGition� UesXlts of opeUations anG Fash floZs.

)XUtheUPoUe� FXstoPeU� inYestoU anG FonsXPeU e[peFtations in (6* aUeas haYe been YaUieG� UapiGly eYolYing
anG inFUeasing. 6peFifiFally� FeUtain FXstoPeUs aUe beginning to UeTXest that the &oPpany pUoYiGe infoUPation on its
plans Uelating to FeUtain enYiUonPental UelateG PatteUs sXFh as gUeenhoXse gas ePissions� Zaste sent to lanGfills anG
eneUgy Xsage. The enhanFeG stakeholGeU foFXs on (6* issXes UeTXiUes the FontinXoXs PonitoUing of YaUioXs anG
eYolYing stanGaUGs� ZhiFh is tiPe FonsXPing anG Fostly. ,n aGGition� in the eYent that Ze FoPPXniFate FeUtain initiatiYes
oU goals UegaUGing (6* PatteUs� Ze FoXlG fail� oU be peUFeiYeG to fail� in oXU aFhieYePent of sXFh initiatiYes oU goals� oU
Ze FoXlG be FUitiFi]eG foU the sFope of sXFh initiatiYes oU goals. $ failXUe to aGeTXately Peet these YaUioXs stakeholGeU
e[peFtations anG stanGaUGs Pay UesXlt in UepXtational GaPage� the loss of bXsiness� GilXteG PaUket YalXation� an inability
to attUaFt FXstoPeUs oU an inability to attUaFt anG Uetain top talent.

$GGitionally� the potential foU fXtXUe (6* anG FliPate Uisk UepoUting UeTXiUePents Pay UesXlt in aGGitional Fosts
to PonitoU� tUaFk anG UepoUt sXstainability PeasXUes. :e haYe iPplePenteG oU aUe FonsiGeUing iPplePenting (6*
stUategies� inFlXGing effoUts to offeU PoUe eFo�foFXseG solXtions to oXU FXstoPeUs. 2XU FXstoPeUs Pay UeTXest that
Fhanges be PaGe to oXU pUoGXFts oU opeUations� as Zell as otheU aspeFts of oXU pUoGXFtion pUoFesses. These stUategies anG
FXstoPeU UeTXests FoXlG inFUease oXU opeUating Fosts anG Pay UeTXiUe the inYestPent of Fapital. The failXUe to iPplePent
(6* stUategies� Peet oXU (6* goals oU eYolYing stakeholGeU e[peFtations oU stanGaUGs oU FoPply Zith any neZ (6*
UelateG UegXlations FoXlG aGYeUsely affeFt oXU UepXtation anG oXU Uelationships Zith FXstoPeUs� ZhiFh in tXUn FoXlG
aGYeUsely affeFt oXU bXsiness� finanFial FonGition� UesXlts of opeUations anG Fash floZs.

Climate change may adversely affect our operations and financial performance.

TheUe is FontinXing FonFeUn fUoP PePbeUs of the sFientifiF FoPPXnity anG the geneUal pXbliF that ePissions of
gUeenhoXse gases (³*+*´) anG otheU hXPan aFtiYities haYe FaXseG oU Zill FaXse signifiFant Fhanges in ZeatheU patteUns
anG inFUease the fUeTXenFy anG seYeUity of e[tUePe ZeatheU eYents� inFlXGing� ZithoXt liPitation� GUoXghts� ZilGfiUes�
hXUUiFanes anG flooGing. ([tUePe ZeatheU eYents haYe anG Pay FontinXe to aGYeUsely affeFt Xs beFaXse of theiU iPpaFt
on the aYailability anG Fost of UaZ PateUials anG FoPponents Ze neeG to pUoGXFe oXU pUoGXFts anG that Ze soXUFe fUoP
loFations in the 8niteG 6tates anG inteUnationally that haYe e[peUienFeG anG Pay FontinXe to e[peUienFe sXFh eYents. ,n
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aGGition� e[tUePe ZeatheU eYents FoXlG haYe an aGYeUse iPpaFt on� aPong otheU things� oXU FXstoPeUs¶ GePanG foU oXU
pUoGXFts anG seUYiFes GXe to iPpaFts of sXFh eYents on theP as Zell as GeFUeaseG FonsXPeU GePanG anG spenGing poZeU
as a UesXlt of sXFh eYents� anG also on oXU insXUanFe pUePiXPs� opeUating Fosts anG ability to tiPely fXlfill FXstoPeU
oUGeUs in the eYent of GaPage oU GisUXption to one of oXU faFilities UesXlting fUoP sXFh an eYent.

We may be unable to adequately protect our trade secrets and intellectual property rights against misappropriation or
infringement, which may have a material adverse effect on our business.

2XU ability to pUoteFt oXU intelleFtXal pUopeUty is iPpoUtant to oXU bXsiness. :e GepenG on patents anG otheU
intelleFtXal pUopeUty Uights to pUoteFt oXU pUoGXFts� pUopUietaUy Gesigns anG teFhnologiFal pUoFesses against
PisappUopUiation by otheUs. 2XU e[isting oU fXtXUe patents Pay be FhallengeG� inYaliGateG oU FiUFXPYenteG. 2XU patents
haYe been anG Pay in the fXtXUe be FhallengeG as inYaliG. )XUtheUPoUe� Ze Pay haYe GiffiFXlty obtaining aGGitional
patents anG otheU intelleFtXal pUopeUty pUoteFtions in the fXtXUe. The patents anG intelleFtXal pUopeUty Uights that Ze
UeFeiYe Pay be insXffiFient to pUoYiGe Xs Zith PeaningfXl pUoteFtion oU FoPPeUFial aGYantage. 0oUeoYeU� effeFtiYe
patent� tUaGePaUk� seUYiFe PaUk� FopyUight anG tUaGe seFUet pUoteFtion Pay not be aYailable in eYeUy FoXntUy in ZhiFh Ze
pUoYiGe seUYiFes oU sell oU liFense pUoGXFts. 

2XU effoUts to pUeYent the PisappUopUiation oU infUingePent of oXU intelleFtXal pUopeUty oU the intelleFtXal
pUopeUty of oXU FXstoPeUs Pay not sXFFeeG. :e aFtiYely seek to pUoteFt oXU pUopUietaUy Uights anG tUaGe seFUets by
engaging in litigation anG by enteUing into FonfiGentiality agUeePents Zith oXU ePployees� FonsXltants� anG stUategiF
paUtneUs anG FontUolling aFFess to anG GistUibXtion of oXU teFhnologies� GoFXPentation anG otheU pUopUietaUy
infoUPation. 1eYeUtheless� XnaXthoUi]eG paUties Pay attePpt to Fopy aspeFts of oXU pUoGXFts oU teFhnologies oU to obtain
anG Xse infoUPation that Ze UegaUG as pUopUietaUy anG Pay Xse sXFh infoUPation to inteUfeUe Zith oXU bXsiness. (nfoUFing
oXU intelleFtXal pUopeUty Uights has in the past� anG Pay in the fXtXUe� FaXse Xs to inFXU signifiFant Fosts. These Fosts anG
otheU FonseTXenFes fUoP the XnaXthoUi]eG Xse of oXU intelleFtXal pUopeUty FoXlG haYe a PateUial aGYeUse effeFt on oXU
bXsiness� finanFial FonGition anG UesXlts of opeUations. 

&oPpanies in oXU inGXstUy aggUessiYely pUoteFt theiU intelleFtXal pUopeUty Uights. 2XU pUoGXFts often Fontain
teFhnology pUoYiGeG to Xs by otheU paUties sXFh as sXpplieUs oU FXstoPeUs� anG Ze FoPpete in an inGXstUy that is highly
aFtiYe in geneUating intelleFtXal pUopeUty. :e Pay haYe little oU no ability to GeteUPine in aGYanFe ZhetheU sXFh
teFhnology infUinges the intelleFtXal pUopeUty Uights of a thiUG paUty. )UoP tiPe to tiPe� Ze UeFeiYe notiFes oU aUe naPeG
in litigation that FlaiP Ze haYe infUingeG Xpon� PisappUopUiateG oU PisXseG otheU paUties¶ pUopUietaUy Uights oU that
Fhallenge the YaliGity of oXU patents. ,n aGGition to the Fosts anG GistUaFtion that UesXlt fUoP intelleFtXal pUopeUty
litigation anG infUingePent FlaiPs� an aGYeUse oXtFoPe in these types of GispXtes FoXlG pUeYent Xs fUoP offeUing soPe of
oXU pUoGXFts anG seUYiFes oU fUoP enfoUFing oXU intelleFtXal pUopeUty Uights. 6ettlePents Fan inYolYe Uoyalty oU otheU
payPents that FoXlG UeGXFe oXU pUofit PaUgins anG Pay haYe a PateUial aGYeUse effeFt on oXU finanFial UesXlts. 2XU
sXpplieUs� FXstoPeUs anG liFensoUs Pay not be UeTXiUeG to fXlly inGePnify Xs foU the Fosts of GefenGing against
infUingePent FlaiPs. ,n aGGition� Ze Pay be UeTXiUeG to inGePnify soPe FXstoPeUs anG stUategiF paUtneUs UelateG to
allegations� UegaUGless of PeUit� that oXU pUoGXFts infUinge on the intelleFtXal pUopeUty Uights of otheUs.

:e also faFe Uisks UelateG to open soXUFe softZaUe. &eUtain of oXU softZaUe is GeUiYeG fUoP open soXUFe
softZaUe� ZhiFh is geneUally PaGe aYailable to the pXbliF by its aXthoUs anG�oU otheU thiUG paUties. 2pen soXUFe softZaUe
is often PaGe aYailable XnGeU liFenses� ZhiFh iPpose FeUtain obligations in the eYent Ze GistUibXte GeUiYatiYe ZoUks of
the open soXUFe softZaUe. These obligations Pay UeTXiUe Xs to Pake soXUFe FoGe foU the GeUiYatiYe ZoUks aYailable to the
pXbliF anG�oU liFense sXFh GeUiYatiYe ZoUks on teUPs GiffeUent fUoP those FXstoPaUily XseG to pUoteFt oXU intelleFtXal
pUopeUty anG Ze Pay inFXU aGGitional Fosts to the e[tent Ze Xse open soXUFe softZaUe that is sXbMeFt to liFensing. :ith
UespeFt to oXU pUopUietaUy softZaUe� Ze geneUally liFense sXFh softZaUe XnGeU teUPs that pUohibit FoPbining it Zith open
soXUFe softZaUe. 'espite these UestUiFtions� paUties Pay FoPbine oXU pUopUietaUy softZaUe Zith open soXUFe softZaUe
ZithoXt oXU aXthoUi]ation� in ZhiFh Fase Ze Pight nonetheless be UeTXiUeG to Uelease the soXUFe FoGe of oXU pUopUietaUy
softZaUe. 8sage of open soXUFe softZaUe Fan leaG to gUeateU Uisks than the Xse of thiUG paUty FoPPeUFial softZaUe� as
open soXUFe liFensoUs geneUally Go not pUoYiGe ZaUUanties� FontUols on the oUigin oU GeYelopPent of the softZaUe oU
UePeGies against the liFensoUs. 0any of the Uisks assoFiateG Zith open soXUFe softZaUe Fannot be eliPinateG anG FoXlG
haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.
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We may experience software defects, which could harm our business and reputation and expose us to potential
liability.

2XU seUYiFes aUe baseG on sophistiFateG softZaUe anG FoPpXting systePs� anG the softZaUe XnGeUlying oXU
seUYiFes Pay Fontain XnGeteFteG eUUoUs oU GefeFts Zhen fiUst intUoGXFeG oU Zhen neZ YeUsions aUe UeleaseG. ,n aGGition�
Ze Pay e[peUienFe GiffiFXlties in installing oU integUating oXU teFhnology on systePs XseG by oXU FXstoPeUs. 'efeFts in
oXU softZaUe� eUUoUs oU Gelays in the pUoFessing of eleFtUoniF tUansaFtions oU otheU GiffiFXlties FoXlG UesXlt in the
inteUUXption of bXsiness opeUations� Gelays in PaUket aFFeptanFe� aGGitional GeYelopPent anG UePeGiation Fosts�
GiYeUsion of teFhniFal anG otheU UesoXUFes� loss of FXstoPeUs� negatiYe pXbliFity oU e[posXUe to liability FlaiPs.

Our ability to raise capital in the future may be limited, which could lead to delays in innovation and abandonment of
our strategic initiatives.

,n the fXtXUe� Ze Pay neeG to Uaise aGGitional fXnGs thUoXgh the issXanFe of neZ eTXity seFXUities� Gebt oU a
FoPbination of both. The teUPs of oXU oXtstanGing inGebteGness� loZ tUaGing YolXPe anG the flXFtXating tUaGing pUiFe of
oXU FoPPon stoFk Pay aGYeUsely affeFt oXU ability to aFFess Fapital PaUkets anG any sXFh finanFing Pay not be
aYailable on faYoUable teUPs� oU at all. ,f aGeTXate fXnGs aUe not aYailable on aFFeptable teUPs� Ze Pay be Xnable to fXnG
oXU Fapital UeTXiUePents. :e Pay be Xnable to aFFess Fapital GXe to XnfaYoUable PaUket FonGitions oU otheU PaUket
faFtoUs oXtsiGe of oXU FontUol� anG theUe Fan be no assXUanFe that Ze Zill be able to Uaise aGGitional Fapital Zhen neeGeG.
$ny failXUe to aFhieYe aGeTXate fXnGing Zill Gelay oXU pUoGXFts anG seUYiFes innoYation anG GeYelopPent anG FoXlG leaG
to abanGonPent of one oU PoUe of oXU stUategiF initiatiYes. $ny of these eYents FoXlG PateUially haUP oXU bXsiness�
finanFial FonGition anG pUospeFts.

We may become subject to additional tax collection obligations, claims for uncollected amounts, and assessments
from unclaimed property audits, new U.S. tax legislation could expose us to additional liabilities and our income tax
positions or unclaimed property practices may be challenged by relevant authorities, all of which could adversely
affect our cash flows and financial results.

6eYeUal states haYe aGopteG legislation UeTXiUing oXt�of�state selleUs to FolleFt anG UePit sales ta[ on sales
tUansaFtions into those states ZheUe they haYe no physiFal pUesenFe. 6tates seeking to e[panG appliFability of sales ta[
³ne[Xs´ laZs FoXlG UesXlt in aGGitional ta[ e[penses in the eYent Ze aUe Xnable to pass these e[penses along to oXU
FXstoPeUs anG aGGitional aGPinistUatiYe bXUGen to FolleFt anG UePit sales ta[ in sXFh MXUisGiFtions. 

,n aGGition� Ze aUe sXbMeFt to 8.6. feGeUal anG state inFoPe ta[es. 2XU ta[ UeFeiYables Pay not be Ueali]eG� anG
oXU ta[ e[pense anG the ta[ positions inFlXGeG in oXU finanFial statePents� ZhiFh aUe sXbMeFt to estiPates� FoXlG be
iPpaFteG by Fhanges in UXles oU inteUpUetations of e[isting ta[ laZs anG Fhanges in 8.6. feGeUal anG state ta[ legislation
anG ta[ Uates. 1eZ legislation Pay be enaFteG ZhiFh FoXlG inFUease inFoPe ta[ Uates in MXUisGiFtions ZheUe Ze opeUate oU
haYe ne[Xs anG PateUially iPpaFt oXU ta[ pUoYision� Fash ta[ liability anG effeFtiYe ta[ Uate. $GGitionally� oXU inFoPe ta[
positions Pay be FhallengeG by UeleYant ta[ aXthoUities anG Ze Pay not be sXFFessfXl in GefenGing against any sXFh
Fhallenge� ZhiFh Pay aGYeUsely affeFt oXU fXtXUe Fash floZs anG finanFial UesXlts.

:e aUe also sXbMeFt to XnFlaiPeG pUopeUty (esFheat) laZs in YaUioXs states ZhiFh UeTXiUe Xs to tXUn oYeU to
FeUtain goYeUnPent aXthoUities the pUopeUty of otheUs helG by Xs that has been XnFlaiPeG foU a speFifieG peUioG of tiPe.
:e aUe sXbMeFt to aXGit by inGiYiGXal 8.6. states Zith UegaUG to oXU esFheatPent pUaFtiFes. 6XFh aXGits Pay FaXse Xs to
inFXU signifiFant Fosts UelateG to oXtsiGe pUofessional fees anG GiYeUt PanagePent¶s tiPe aZay fUoP bXsiness opeUations.
$GGitionally� Ze Pay be sXbMeFt to assessPents� penalties oU fines that FoXlG aGYeUsely affeFt oXU finanFial UesXlts. The
legislation anG UegXlations UelateG to ta[ anG XnFlaiPeG pUopeUty PatteUs tenG to be FoPple[ anG sXbMeFt to YaUying
inteUpUetations by both goYeUnPent aXthoUities anG ta[payeUs. 

We may not be able to sell, exit or reconfigure businesses or facilities that we determine no longer meet with our
strategy or that should be consolidated, and we may not be able to execute on an acquisition strategy or integrate
acquisitions successfully.

,n e[eFXting oXU stUategy� Ze haYe FonsoliGateG FeUtain of oXU faFilities anG GiYesteG FeUtain of oXU
bXsinesses. :e Zill FontinXe to eYalXate sXFh oppoUtXnities. $ny sXFh FonsoliGation oU GiYestitXUe FoXlG aGYeUsely affeFt
oXU FontinXing bXsiness anG e[penses� UeYenXes� UesXlts of opeUations� Fash floZs anG finanFial position.
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:e Pay not be able to sell non�stUategiF bXsinesses on teUPs that aUe aFFeptable to Xs� oU at all. ,n aGGition� if
the sale of any non�stUategiF bXsiness Fannot be FonsXPPateG oU is not pUaFtiFal� alteUnatiYe FoXUses of aFtion� inFlXGing
UeloFation of opeUations oU FlosXUe� Pay not be aYailable to Xs oU Pay be PoUe Fostly than antiFipateG.

:e intenG to FontinXe to seek aGGitional aFTXisition oppoUtXnities to potentially e[panG into neZ PaUkets anG to
enhanFe oXU position in e[isting PaUkets. :e Fannot assXUe Ze Zill be able to sXFFessfXlly iGentify sXitable aFTXisition
oppoUtXnities� pUeYail against FoPpeting potential aFTXiUeUs� negotiate appUopUiate aFTXisition teUPs� obtain finanFing
that Pay be neeGeG to FonsXPPate sXFh aFTXisitions� FoPplete pUoposeG aFTXisitions� sXFFessfXlly integUate aFTXiUeG
bXsinesses into oXU e[isting opeUations oU e[panG into neZ PaUkets. ,n aGGition� any aFTXisition� onFe sXFFessfXlly
integUateG� Pay not peUfoUP as planneG� be aFFUetiYe to eaUnings� oU pUoYe to be benefiFial to oXU opeUations anG Fash
floZ.

Our long-lived assets represent a significant portion of our total assets, and we may never realize their full value.

2XU long�liYeG assets UeFoUGeG as of 'eFePbeU ��� ���� inFlXGe ���.� Pillion of plant� eTXipPent� leaseholG
iPpUoYePents anG opeUating lease Uight�of�Xse assets� ���.� Pillion of net intangible assets� anG ���.� Pillion of
gooGZill.

:e peUfoUP gooGZill iPpaiUPent testing on an annXal basis as of 2FtobeU � of eaFh yeaU. 2theU long�liYeG
assets� sXFh as iGentifiable intangible assets anG plant� eTXipPent anG leaseholG iPpUoYePents aUe UeYieZeG foU
iPpaiUPent ZheneYeU eYents� Fhanges oU FiUFXPstanFes inGiFate that the FaUUying aPoXnt of an asset oU asset gUoXp Pay
not be UeFoYeUable. ,f Ze ZeUe to FonFlXGe that a fXtXUe ZUite�GoZn of oXU long�liYeG assets is neFessaUy� Ze ZoXlG haYe
to UeFoUG the appUopUiate FhaUge� ZhiFh FoXlG UesXlt in a PateUial aGYeUse effeFt on oXU UesXlts of opeUations. $
ZUite�GoZn of oXU long�liYeG assets Pay UesXlt fUoP� aPong otheU things� GeteUioUation in oXU peUfoUPanFe anG a GeFline
in e[peFteG fXtXUe Fash floZs anG FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of
opeUations.

Costs relating to product defects, and any related product liability and warranty claims may materially adversely
affect our business.

:e offeU highly FoPple[ seUYiFes anG pUoGXFts anG� aFFoUGingly� fUoP tiPe to tiPe� GefeFts haYe
oFFXUUeG. 6XFh GefeFts Fan giYe Uise to signifiFant Fosts� inFlXGing e[penses Uelating to UeFalling pUoGXFts� UeplaFing
GefeFtiYe itePs� ZUiting GoZn GefeFtiYe inYentoUy� the loss of potential sales anG FlaiPs by thiUG paUties. ,n aGGition� the
oFFXUUenFe of sXFh GefeFts Pay giYe Uise to pUoGXFt liability anG ZaUUanty FlaiPs� inFlXGing liability foU GaPages FaXseG
by sXFh GefeFts. ,f Ze sell GefeFtiYe pUoGXFts into the PaUket� oXU UepXtation FoXlG sXffeU� anG Ze Pay lose sales
oppoUtXnities anG inFXU liability foU GaPages� inFlXGing GaPages FlaiPs fUoP FXstoPeUs in e[Fess of the aPoXnts they
pay Xs foU oXU pUoGXFts� inFlXGing FonseTXential GaPages. ,n aGGition� oXU FXstoPeUs Pay UeFall theiU pUoGXFts if they
pUoYe to be GefeFtiYe oU Pake FoPpensatoUy payPents in aFFoUGanFe Zith inGXstUy oU bXsiness pUaFtiFe oU in oUGeU to
Paintain gooG FXstoPeU Uelationships. ,f sXFh a UeFall oU payPent is FaXseG by a GefeFt in one of oXU pUoGXFts� oXU
FXstoPeUs Pay seek to UeFoYeU all oU a poUtion of theiU losses fUoP Xs. ,f any of these Uisks PateUiali]e� oXU UepXtation
ZoXlG be haUPeG anG theUe FoXlG be a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of
opeUations.

We rely on licensing arrangements in production and other fields, and actions taken by any of our licensing partners
could have a material adverse effect on our business.

0any of oXU pUoGXFts integUate thiUG�paUty teFhnologies that Ze liFense oU otheUZise obtain the Uight to Xse�
inFlXGing softZaUe Uelating to sPaUt FaUG opeUating systePs XseG in pUoGXFts sXFh as (09 FaUGs. $s paUt of oXU stUategy�
Ze haYe enteUeG into liFensing agUeePents Zith otheU leaGing inGXstUy paUtiFipants that pUoYiGe Xs Zith� aPong otheU
benefits� aFFess to teFhnology oZneG by thiUG paUties. )oU e[aPple� Ze liFense FaUG teFhnology foU Xse in FeUtain of oXU
pUoGXFts� inFlXGing in (09 FaUGs. This FaUG teFhnology pUoYiGes a seFXUe enYiUonPent foU appliFations on sPaUt FaUGs
anG otheU GeYiFes Zith liPiteG PePoUy anG pUoFessing Fapabilities� anG Ze Uely on oXU FoPPeUFial aUUangePents Zith
the liFensoUs of sXFh teFhnology foU the FontinXeG Xse of these platfoUPs. These liFensoUs Pay not FontinXe to UeneZ
theiU liFenses Zith Xs on siPilaU teUPs oU at all� ZhiFh FoXlG negatiYely iPpaFt oXU net sales. :e haYe also enteUeG into
FUoss�liFensing agUeePents Zith FeUtain of oXU FoPpetitoUs that pUoYiGe foU an e[Fhange of intelleFtXal pUopeUty�
inFlXGing the shaUing of FeUtain patent Uights in oXU UespeFtiYe poUtfolios. :e also Pay seek to enteU into aGGitional FUoss�
liFensing aUUangePents Zith FeUtain FoPpetitoUs as Ze pXUsXe aGGitional gUoZth initiatiYes. ,f Ze aUe Xnable to enteU into
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neZ FUoss�liFensing agUeePents oU FontinXe to sXFFessfXlly UeneZ e[isting FUoss�liFensing agUeePents� Ze Pay lose oXU
aFFess to FeUtain teFhnologies that Ze Uely Xpon to GeYelop FeUtain of oXU pUoGXFts anG oU be foUFeG to Fease oU Gelay
FeUtain gUoZth initiatiYes� ZhiFh FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness.

RiVNV RHODtiQJ tR RXU IQGXVtU\

We face competition that may result in a loss of our market share and/or a decline in our profitability.

2XU PaUketplaFe is highly FoPpetitiYe� UelatiYely satXUateG anG inFUeasingly FonsoliGateG. :e e[peFt these
PaUket GynaPiFs to FontinXe foU neZ pUoGXFt innoYations� anG as FoPpetitoUs GeYelop loZeU�Fost pUoGXFtion pUoFesses�
FoPpetitoUs FonsoliGate anG otheU FoPpetitoUs attePpt to enteU the PaUkets in ZhiFh Ze opeUate. 

6oPe of oXU FoPpetitoUs haYe laUgeU global FXstoPeU bases anG signifiFantly gUeateU finanFial� sales anG
PaUketing� pUoGXFtion� GistUibXtion� teFhniFal anG otheU Fapabilities than Ze Go. These FoPpetitoUs Pay be able to aGapt
PoUe TXiFkly to neZ teFhnologiFal UeTXiUePents anG Fhanges in FXstoPeU anG�oU UegXlatoUy UeTXiUePents to leYeUage
theiU sFale to loZeU pUoGXFtion Fosts anG pUiFes� anG Xtili]e theiU global footpUint to Zin FeUtain FXstoPeUs Zith FaUG
neeGs in PXltiple PaUkets anG by pUoGXFing FaUGs in loZeU Fost geogUaphies. ,n aGGition� soPe FoPpetitoUs aUe non�
pXbliF FoPpanies� anG aUe theUefoUe not sXbMeFt to the pXbliF FoPpany UeTXiUePents anG UelateG e[penses that Ze aUe.
:e also faFe FoPpetition fUoP neZly establisheG FoPpetitoUs� sXpplieUs of pUoGXFts anG FXstoPeUs Zho Fhoose to
GeYelop theiU oZn pUoGXFts anG seUYiFes.

([isting oU neZ FoPpetitoUs Pay GeYelop pUoGXFts� teFhnologies oU seUYiFes that PoUe effeFtiYely aGGUess oXU
PaUkets Zith enhanFeG featXUes anG fXnFtionality� gUeateU leYels of integUation anG�oU loZeU Fost. $s the teFhnologiFal
sophistiFation of oXU FoPpetitoUs anG the si]e of the PaUket inFUeases� FoPpeting loZ�Fost pUoGXFeUs FoXlG ePeUge anG
gUoZ stUongeU. These GynaPiFs FoXlG UesXlt in GeFlining aYeUage selling pUiFes anG UeGXFeG gUoss PaUgins in oXU
bXsinesses. ,f Ze Fannot sXffiFiently UeGXFe oXU pUoGXFtion Fosts oU GeYelop neZ pUoGXFts� teFhnologies oU seUYiFes� Ze
Pay not be able to FoPpete sXFFessfXlly� anG Ze Pay lose PaUket shaUe� ZhiFh FoXlG haYe a PateUial aGYeUse effeFt on
oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

Delays or interruptions in our ability to source raw materials and components used in our products from foreign
countries, as well as trade restrictions on goods imported into the United States, could materially harm our business,
financial condition and results of operations.

0ost of oXU PiFUoFhips� as Zell as FeUtain otheU UaZ PateUials XseG in oXU pUoGXFts� aUe iPpoUteG fUoP sXpplieUs
loFateG oXtsiGe of the 8niteG 6tates� inFlXGing soPe Zith opeUations in &hina� TaiZan� ThailanG oU +aiti. :e haYe
e[peUienFeG anG Pay FontinXe to e[peUienFe Gelays anG inteUUXptions in oXU ability to obtain PateUials iPpoUteG into the
8niteG 6tates GXe to global eFonoPiF GoZntXUns anG tUaGe GisUXptions� inFlXGing UelateG to the &29,'��� panGePiF.
:e Pay also e[peUienFe sXFh Gelays anG inteUUXptions in oXU sXpply Fhain GXe to politiFal instability� FiYil XnUest oU ZaU
in FoXntUies fUoP ZhiFh Ze GiUeFtly oU inGiUeFtly soXUFe UaZ PateUials anG FoPponents XseG in oXU pUoGXFts.
$GGitionally� the 8.6. goYeUnPent has iPposeG taUiffs on iPpoUts fUoP FeUtain FoXntUies� inFlXGing FoXntUies in ZhiFh
oXU sXpplieUs aUe loFateG� anG Pay iPpose fXUtheU taUiffs anG�oU tUaGe UestUiFtions. The fXtXUe statXs of FeUtain e[isting
inteUnational tUaGe agUeePents to ZhiFh the 8niteG 6tates is paUty is also XnFeUtain� anG sXFh tUaGe agUeePents FoXlG be
teUPinateG oU UeplaFeG. $ny of these faFtoUs FoXlG GepUess eFonoPiF aFtiYity� UestUiFt oXU aFFess to sXpplieUs anG haYe a
PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

([isting taUiffs aUe also sXbMeFt to a nXPbeU of XnFeUtainties as they aUe iPplePenteG� inFlXGing fXtXUe
aGMXstPents anG Fhanges to the pUoGXFts FoYeUeG by aGGitional taUiffs anG to the FoXntUies inFlXGeG oU e[FlXGeG fUoP
sXFh taUiffs. &hanges in 8.6. tUaGe poliFy haYe UesXlteG in one oU PoUe foUeign goYeUnPents� inFlXGing &hina� aGopting
UesponsiYe tUaGe poliFies that Pake it PoUe GiffiFXlt oU Fostly foU Xs to iPpoUt oXU pUoGXFts� oU to pXUFhase pUoGXFts
ZhiFh inFlXGe FoPponents� fUoP those FoXntUies. $GGitional tUaGe UestUiFtions Pay leaG to inFUeaseG pUiFes to oXU
FXstoPeUs� ZhiFh Pay UeGXFe GePanG� oU� if Ze aUe Xnable to aFhieYe inFUeaseG pUiFes� UesXlt in loZeUing oXU PaUgin on
pUoGXFts solG anG aGYeUsely affeFting on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

:e Fannot pUeGiFt the e[tent to ZhiFh the 8.6. oU otheU FoXntUies Zill iPpose TXotas� GXties� taUiffs� ta[es oU
otheU siPilaU UestUiFtions on the iPpoUt oU e[poUt of gooGs in the fXtXUe� noU Fan Ze pUeGiFt fXtXUe tUaGe poliFy oU the
teUPs of any UenegotiateG tUaGe agUeePents anG theiU iPpaFt on oXU bXsiness. The aGoption anG e[pansion of tUaGe
UestUiFtions� the oFFXUUenFe of a tUaGe ZaU� oU otheU goYeUnPental aFtion UelateG to taUiffs oU tUaGe agUeePents oU poliFies
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has the potential to aGYeUsely iPpaFt GePanG foU oXU pUoGXFts� oXU Fosts� oXU FXstoPeUs� oXU sXpplieUs� anG the 8.6.
eFonoPy� ZhiFh in tXUn FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of
opeUations.

The ongoing military action by Russia in Ukraine has impacted and may continue to have adverse effects on the
global economy, and such effects could materially adversely affect our business, operations, operating results and
financial condition.

,n eaUly ����� 5Xssian foUFes laXnFheG signifiFant PilitaUy aFtion against 8kUaine� anG the Uegion has sinFe
e[peUienFeG sXstaineG FonfliFt anG GisUXption� ZhiFh Pay FontinXe in ���� anG beyonG. *oYeUnPents in the 8niteG
6tates� 8niteG .ingGoP anG (XUopean 8nion haYe eaFh iPposeG e[poUt FontUols on FeUtain pUoGXFts anG finanFial anG
eFonoPiF sanFtions on FeUtain inGXstUy seFtoUs anG paUties in 5Xssia. These aFtions anG the bUoaGeU 5Xssia�8kUaine
FonfliFt haYe not haG a PateUial iPpaFt on the &oPpany
s finanFial FonGition oU UesXlts of opeUations� hoZeYeU� the
FontinXation oU esFalation of geopolitiFal tensions oU PilitaUy aFtion UelateG to the FonfliFt anG the iPposition of
aGGitional eFonoPiF sanFtions FoXlG FontinXe to aGYeUsely affeFt the global eFonoPy anG finanFial PaUkets� GisUXpt tUaGe
anG aFFeleUate inflationaUy pUessXUes� aPong otheU things� ZhiFh FoXlG negatiYely affeFt the GePanG foU oXU pUoGXFts anG
fXUtheU intensify pUoblePs in the global sXpply Fhain. $lthoXgh Ze haYe no opeUations in 5Xssia oU 8kUaine� Ze belieYe
Ze haYe e[peUienFeG shoUtages in UaZ PateUials anG inFUeaseG Fosts foU tUanspoUtation anG eneUgy GXe in paUt to the
negatiYe iPpaFt of the 5Xssia�8kUaine FonfliFt on the global eFonoPy� ZhiFh iPpaFts Pay peUsist oU ZoUsen as the
FonfliFt FontinXes oU esFalates. The FonfliFt also inFUeases the Uisk of UetaliatoUy aFts fUoP 5Xssia iPpaFting 8.6.
FoPpanies� ZhiFh Pay inFlXGe GisUXptions to oXU oU oXU FXstoPeUs¶ oU sXpplieUs¶ teFhnology infUastUXFtXUe� inFlXGing
thUoXgh FybeUattaFk� UansoP attaFk oU FybeU�intUXsion. The e[tent anG GXUation of the PilitaUy aFtion� sanFtions anG
UesXlting PaUket anG eFonoPiF GisUXptions aUe iPpossible to pUeGiFt bXt FoXlG be sXbstantial.

Current and prospective regulations, changes in our product offerings and customer contractual requirements
addressing consumer privacy and data use and security could increase our costs of operations, which could adversely
affect our operations, results of operations and financial condition.

,n opeUating a )inanFial 3ayPent &aUG bXsiness� Ze Panage laUge aPoXnts of peUsonally iGentifiable
infoUPation of FaUGholGeUs� inFlXGing FaUGholGeU naPes� aFFoXnt nXPbeUs� healthFaUe pUoYiGeU naPes anG health saYings
aFFoXnt nXPbeUs� anG siPilaU infoUPation anG aUe thXs sXbMeFt to laZs anG UeTXiUePents Uelating to Gata pUiYaFy anG
seFXUity� ZhiFh FontinXe to eYolYe anG Pay beFoPe inFUeasingly GiffiFXlt to FoPply Zith. )oU e[aPple� the &alifoUnia
&onsXPeU 3UiYaFy $Ft anG the &alifoUnia 3UiYaFy 5ights $Ft geneUally UeTXiUe FoPpanies like oXUs� ZhiFh pUoFess
FonsXPeU peUsonal infoUPation on behalf of theiU FXstoPeUs� to Xse� Uetain oU GisFlose FonsXPeU peUsonal infoUPation
solely foU FeUtain liPiteG pXUposes� inFlXGing to pUoYiGe seUYiFes to oXU FXstoPeUs aFFoUGing to the teUPs of oXU FXstoPeU
FontUaFts. 2theU states haYe enaFteG siPilaU Gata pUiYaFy laZs anG UegXlations anG�oU aPenGeG theiU e[isting Gata pUiYaFy
laZs anG UegXlations. )XUtheUPoUe� to the e[tent these laZs apply to oXU FXstoPeUs� oXU FXstoPeUs haYe iPposeG� anG
Pay FontinXe to iPpose aGGitional� pUiYaFy UelateG FontUaFtXal obligations on Xs� aGheUenFe to ZhiFh Pay UeTXiUe
aGGitional inYestPent in UesoXUFes anG inteUnal pUoFesses. $GGitionally� as Ze FontinXe to innoYate oXU pUoGXFts anG
seUYiFes offeUings anG e[panG into neZ lines of bXsiness anG as the nXPbeU of MXUisGiFtions enaFting pUiYaFy anG UelateG
laZs inFUeases anG the sFope of these laZs anG enfoUFePent effoUts e[panG� Ze haYe anG Pay FontinXe to beFoPe sXbMeFt
to aGGitional Gata pUiYaFy anG seFXUity legal UeTXiUePents anG UegXlations sXFh as +,3$$. 1eZ pUoGXFts anG seUYiFes Ze
GeYelop Pay also UeTXiUe that Ze obtain anG Uetain PoUe peUsonally iGentifiable infoUPation foU a longeU peUioG of tiPe
than Ze haYe Gone histoUiFally. :e haYe inFXUUeG signifiFant e[penses to Peet the obligations of FXUUent pUiYaFy�UelateG
laZs anG UeTXiUePents� anG Ze e[peFt to FontinXe to inFXU these as Zell as aGGitional e[penses if Ze beFoPe sXbMeFt to
aGGitional pUiYaFy�UelateG laZs anG UegXlations� ZhiFh Zill FontinXe to neFessitate Xs Paking Fhanges to oXU inteUnal
pUoFesses� pUoFeGXUes anG systePs. )ailXUe to FoPply Zith e[isting oU fXtXUe Gata pUiYaFy anG seFXUity laZs� UegXlations
anG UeTXiUePents to ZhiFh Ze aUe oU beFoPe sXbMeFt FoXlG UesXlt in fines� sanFtions� penalties� FiYil laZsXits oU otheU
aGYeUse FonseTXenFes as Zell as loss of FXstoPeU anG FonsXPeU FonfiGenFe� ZhiFh FoXlG PateUially aGYeUsely affeFt oXU
UesXlts of opeUations� oYeUall bXsiness anG UepXtation. The legal� politiFal anG bXsiness enYiUonPents in these aUeas aUe
UapiGly Fhanging� anG sXbseTXent legislation� UegXlation� litigation� FoXUt UXlings oU otheU eYents FoXlG e[pose the
&oPpany to inFUeaseG pUogUaP Fosts� liability anG UepXtational GaPage.
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New and developing technology solutions and products could make our existing technology solutions and products
obsolete or irrelevant, and if we are unable to introduce new products and services in a timely manner, our business
could be materially adversely affected.

The PaUkets foU oXU pUoGXFts anG seUYiFes aUe sXbMeFt to teFhnologiFal Fhanges� fUeTXent intUoGXFtions of neZ
pUoGXFts anG seUYiFes� eYolYing inGXstUy stanGaUGs anG Fhanging FXstoPeU pUefeUenFes anG GePanGs. ,n paUtiFXlaU� the
Uise in the aGoption in Gigital payPent systePs oU Pobile payPents Pay Pake physiFal FaUGs less attUaFtiYe as a PethoG
of payPent. 0obile payPents offeU FonsXPeUs an alteUnatiYe PethoG to Pake pXUFhases ZithoXt the neeG to FaUUy a
physiFal FaUG anG FoXlG� if ZiGely aGopteG� UeGXFe the nXPbeU of )inanFial 3ayPent &aUGs issXeG to FonsXPeUs. ,n
aGGition� otheU neZ anG GeYeloping teFhnology solXtions anG pUoGXFts FoXlG Pake oXU e[isting teFhnology solXtions anG
pUoGXFts obsolete oU iUUeleYant.

2XU ability to enhanFe oXU FXUUent pUoGXFts anG seUYiFes anG to GeYelop anG intUoGXFe innoYatiYe pUoGXFts anG
seUYiFes that aGGUess the inFUeasingly sophistiFateG neeGs of oXU FXstoPeUs Zill signifiFantly affeFt oXU fXtXUe
sXFFess. :e Pay not be sXFFessfXl in GeYeloping� PaUketing oU selling neZ pUoGXFts anG seUYiFes that Peet these
Fhanging GePanGs. ,n aGGition� Ze Pay e[peUienFe GiffiFXlties that FoXlG Gelay oU pUeYent the sXFFessfXl GeYelopPent�
intUoGXFtion oU PaUketing of these seUYiFes� oU oXU neZ seUYiFes anG enhanFePents Pay not aGeTXately Peet the
GePanGs of the PaUketplaFe oU aFhieYe PaUket aFFeptanFe. ,f Ze Go not FoPplete oU gain PaUket aFFeptanFe of neZ
pUoGXFts� seUYiFes anG teFhnologies� it ZoXlG likely haYe a PateUial aGYeUse effeFt on oXU ability to Uetain e[isting
FXstoPeUs oU attUaFt neZ ones. )oU e[aPple� one of oXU gUoZth oppoUtXnities is the FontinXeG tUansition to GXal�inteUfaFe
(09 FaUGs by 8.6. FaUG issXing banks. %anks Pay be GelayeG in tUansitioning to the issXanFe of GXal�inteUfaFe (09
FaUGs GXe to inFUeaseG Fosts anG otheU faFtoUs. ,f these entities Go not Geploy GXal�inteUfaFe (09 teFhnology oU Go so
less TXiFkly anG�oU FoPpletely than Ze e[peFt� oXU ability to gUoZ FoXlG be signifiFantly affeFteG ZhiFh FoXlG haYe a
PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

2XU ability to GeYelop anG GeliYeU neZ pUoGXFts anG seUYiFes sXFFessfXlly Zill GepenG on YaUioXs faFtoUs�
inFlXGing oXU ability to�

• effeFtiYely iGentify anG Fapitali]e Xpon oppoUtXnities in neZ anG ePeUging pUoGXFt PaUkets�
• inYest UesoXUFes in innoYation anG UeseaUFh anG GeYelopPent�
• FoPplete anG intUoGXFe neZ pUoGXFts anG integUateG seUYiFes solXtions in a tiPely PanneU�
• liFense any UeTXiUeG thiUG�paUty teFhnology oU intelleFtXal pUopeUty Uights�
• TXalify foU anG obtain UeTXiUeG inGXstUy FoPplianFe foU oXU pUoGXFts�
• effeFtiYely Panage the sXpply Fhain anG UelateG Uisks�
• FoPply Zith appliFable Gata pUoteFtion UegXlations� anG
• Uetain anG hiUe peUsonnel e[peUienFeG in GeYeloping neZ pUoGXFts anG seUYiFes.

$GGitionally� oppoUtXnities to FoPbine oU paFkage pUoGXFts anG seUYiFe offeUings anG the ability to FUoss�sell
pUoGXFts anG seUYiFes aUe FUitiFal to UePaining FoPpetitiYe in oXU inGXstUy. $s a UesXlt� paUt of oXU bXsiness stUategy is to
GeYelop neZ pUoGXFts anG seUYiFes that Pay be XseG in FonMXnFtion Zith oU in aGGition to oXU e[isting offeUings. ,f Ze
aUe Xnable to iGentify aGeTXate oppoUtXnities to FUoss�sell oXU pUoGXFts anG seUYiFes� this Pay haYe a PateUial aGYeUse
effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

Our failure to operate our business in accordance with the standards of the PCI Security Standards Council or other
industry standards applicable to our customers, such as Payment Card Brand compliance standards, could have a
material adverse effect on our business.

0any of oXU FXstoPeUs issXe theiU FaUGs on the netZoUks of the 3ayPent &aUG %UanGs that aUe sXbMeFt to the
stanGaUGs of the 3&, 6eFXUity 6tanGaUGs &oXnFil oU otheU stanGaUGs anG FUiteUia Uelating to seUYiFe pUoYiGeUs¶ anG
pUoGXFeUs¶ faFilities� pUoGXFts anG physiFal anG logiFal seFXUity ZhiFh Ze PXst satisfy in oUGeU to be eligible to sXpply
pUoGXFts anG seUYiFes to sXFh FXstoPeUs. 0ost of oXU FontUaFtXal aUUangePents Zith oXU FXstoPeUs Pay be teUPinateG� oU
FXstoPeUs Pay Fease Going bXsiness Zith Xs� if Ze fail to FoPply Zith these stanGaUGs anG FUiteUia.

:e Pake signifiFant inYestPents in oXU netZoUk of high�seFXUity faFilities in oUGeU to Peet these stanGaUGs anG
FUiteUia� inFlXGing inYestPents UeTXiUeG to satisfy Fhanges aGopteG fUoP tiPe to tiPe in theiU UespeFtiYe stanGaUGs anG
FUiteUia. )XUtheU inYestPents Pay be Fostly� anG if Ze aUe Xnable to FontinXe to Peet these stanGaUGs anG FUiteUia� Ze Pay



��

beFoPe ineligible to pUoYiGe pUoGXFts anG seUYiFes that haYe FonstitXteG in the past an iPpoUtant paUt of oXU UeYenXe anG
pUofitability. )oU the yeaU enGeG 'eFePbeU ��� ����� the Yast PaMoUity of the pUoGXFts Ze pUoGXFeG anG seUYiFes Ze
pUoYiGeG ZeUe sXbMeFt to FoPplianFe Zith the stanGaUGs of one oU PoUe of the 3ayPent &aUG %UanGs. ,f Ze ZeUe to lose
FoPplianFe Zith one oU PoUe of the stanGaUGs of the 3ayPent &aUG %UanGs oU of the 3&, 6eFXUity 6tanGaUGs &oXnFil foU
one oU PoUe of oXU faFilities� Ze Pay lose the ability to pUoGXFe FaUGs foU oU pUoYiGe seUYiFes to banks issXing FUeGit oU
Gebit FaUGs on the netZoUks of the 3ayPent &aUG %UanGs. $GGitionally� FeUtain of oXU faFilities opeUate XnGeU YaUianFes
of FeUtain of these stanGaUGs. ,f sXFh YaUianFes aUe not gUanteG in the fXtXUe oU if Ze aUe UeTXiUeG to PoYe oU alteU a
faFility in oUGeU to Paintain FoPplianFe� Ze Pay inFXU signifiFant Fosts anG Gelays� oU Pay lose oXU ability to offeU
seUYiFes in that faFility� ZhiFh ZoXlG be GisUXptiYe to oXU bXsiness anG haYe an aGYeUse effeFt on oXU FXstoPeU
Uelationships anG finanFial UesXlts. ,f� as a UesXlt of nonFoPplianFe Zith stanGaUGs of the 3&, 6eFXUity 6tanGaUGs &oXnFil
oU otheU stanGaUGs of the 3ayPent &aUG %UanGs� Ze aUe not able to pUoGXFe FaUGs foU oU pUoYiGe seUYiFes to any oU all of
the issXeUs issXing Gebit oU FUeGit FaUGs on sXFh netZoUks� Ze FoXlG lose a sXbstantial nXPbeU of oXU FXstoPeUs� ZhiFh
FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

Environmental, health and safety laws and regulations, including climate change regulations, expose us to liability
and any such liability may have a material adverse effect on our business.

:e aUe sXbMeFt to enYiUonPental� health anG safety laZs anG UegXlations in eaFh MXUisGiFtion in ZhiFh Ze
opeUate. 6XFh UegXlations goYeUn� aPong otheU things� ePissions of pollXtants into the aiU� ZasteZateU GisFhaUges� Zaste
Gisposal� the inYestigation anG UePeGiation of soil anG gUoXnGZateU FontaPination� anG the health anG safety of oXU
ePployees. )oU e[aPple� the hanGling of FeUtain PateUials anG eTXipPent Ze Xse in oXU pUoGXFtion pUoFesses is sXbMeFt
to health anG safety anG enYiUonPental laZs anG UegXlations. :e aUe also UeTXiUeG to obtain enYiUonPental peUPits fUoP
goYeUnPental aXthoUities foU FeUtain of oXU opeUations. ,f Ze Yiolate oU fail to FoPply Zith these laZs� UegXlations oU
peUPits� Ze FoXlG be fineG oU otheUZise sanFtioneG by UegXlatoUs.

$s Zith otheU FoPpanies engageG in siPilaU aFtiYities oU that oZn oU lease Ueal pUopeUty� Ze faFe inheUent Uisks
of enYiUonPental liability at oXU FXUUent anG histoUiFal pUoGXFtion faFilities. &eUtain enYiUonPental laZs iPpose stUiFt
anG� in FeUtain FiUFXPstanFes� Moint anG seYeUal liabilities on FXUUent oU pUeYioXs oZneUs oU opeUatoUs of Ueal pUopeUty foU
the Fost of the inYestigation� UePoYal oU UePeGiation of ha]aUGoXs sXbstanFes as Zell as liability foU UelateG GaPages to
natXUal UesoXUFes. ,n aGGition� Ze Pay GisFoYeU neZ faFts oU FonGitions that Pay Fhange oXU e[peFtations oU be faFeG
Zith Fhanges in enYiUonPental laZs oU theiU enfoUFePent that ZoXlG inFUease oXU liabilities. )XUtheUPoUe� oXU Fosts of
FoPplying Zith FXUUent anG fXtXUe enYiUonPental anG health anG safety laZs� oU oXU liabilities aUising fUoP past oU fXtXUe
Ueleases of� oU e[posXUe to� UegXlateG PateUials� Pay haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition
anG UesXlts of opeUations.

The inFUeasing FonFeUn oYeU FliPate Fhange has UesXlteG in a bUoaG Uange of pUoposeG anG pUoPXlgateG feGeUal�
state anG loFal UegXlations aiPeG at Pitigating the effeFts of FliPate Fhange� inFlXGing UegXlating ePission of FaUbon
Gio[iGe� Pethane anG otheU *+* ePissions� PanGating UeFyFling of plastiF PateUials� iPposing eneUgy oU FaUbon oU
otheU Zaste ta[es anG effeFtXating otheU goYeUnPental FhaUges anG PanGates. %eFaXse Ze Xse PateUials in Pany of oXU
pUoGXFts anG engage in pUoGXFtion pUoFesses that Pay be the sXbMeFt of FeUtain of these UegXlations� if enaFteG� sXFh
UegXlations FoXlG UesXlt in aGGitional Fosts anG aGYeUse effeFts on oXU bXsiness in the foUP of (i) aGGitional ta[es�
(ii) potential fines foU nonFoPplianFe� (iii) UestUiFtions on oXtpXt� (iY) aGGitional e[penGitXUes to eitheU pXUFhase neZ� oU
PoGify e[isting� eTXipPent oU pUoFesses� (Y) UeTXiUeG aFTXisition oU tUaGing of ePission alloZanFes anG�oU (Yi) inFUeaseG
Fosts in the pUiFe of eneUgy anG�oU in pUoFXUing alteUnatiYe oU aGGitional UaZ PateUials fUoP oXU sXpplieUs. 

&liPate Fhange UegXlation FontinXes to eYolYe� anG Zhile it is not possible to aFFXUately estiPate eitheU a
tiPetable foU iPplePentation oU oXU fXtXUe FoPplianFe Fosts Uelating to iPplePentation� sXFh UegXlation FoXlG haYe a
PateUial aGYeUse effeFt on oXU bXsiness� UesXlts of opeUations� finanFial position� Fapital e[penGitXUes anG UepXtation.

These GeYelopPents anG fXUtheU legislation that is likely to be enaFteG FoXlG negatiYely affeFt oXU
opeUations. &hanges in health anG safety oU enYiUonPental UegXlations FoXlG inFUease oXU pUoGXFtion Fosts� ZhiFh FoXlG
haYe a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.
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Our majority stockholders have the ability to control significant corporate activities, which may result in the
Company taking actions that other stockholders did not approve, and their ownership of a significant percentage of
our outstanding common stock may adversely impact the liquidity and trading price of our stock.

TUiFoU 3aFifiF &apital 3aUtneUs ()XnG ,9)� /iPiteG 3aUtneUship anG TUiFoU 3aFifiF &apital 3aUtneUs ()XnG ,9)
86� /iPiteG 3aUtneUship (FolleFtiYely� the ³TUiFoU )XnGs´)� affiliateG Zith 3aUallel�� (TXity (foUPeUly knoZn as TUiFoU
3aFifiF &apital)� oZn appUo[iPately ��� of oXU FoPPon stoFk� in the aggUegate� as of 'eFePbeU ��� ����. &ontinXation
of this FonFentUateG oZneUship FoXlG UesXlt in a liPiteG aPoXnt of shaUes being aYailable to be tUaGeG in the PaUket�
UesXlting in UeGXFeG liTXiGity. $GGitionally� the pUiFe of oXU FoPPon stoFk has e[peUienFeG Yolatility GXe to the liPiteG
nXPbeU of shaUes aYailable to tUaGe on the open PaUket.

$lso� as a UesXlt of theiU oZneUship� the TUiFoU )XnGs� so long as they FolleFtiYely holG a PaMoUity of oXU
oXtstanGing shaUes� Zill haYe the ability to FontUol the oXtFoPe of PatteUs sXbPitteG to a Yote of all stoFkholGeUs anG�
thUoXgh oXU boaUG of GiUeFtoUs� the ability to FontUol GeFision�Paking Zith UespeFt to oXU bXsiness GiUeFtion anG
poliFies. 0atteUs oYeU ZhiFh the TUiFoU )XnGs� GiUeFtly oU inGiUeFtly� e[eUFise FontUol inFlXGe�

• eleFtion of GiUeFtoUs�
• PeUgeUs anG otheU bXsiness FoPbination tUansaFtions� inFlXGing pUoposeG tUansaFtions that ZoXlG UesXlt in

oXU stoFkholGeUs UeFeiYing a pUePiXP pUiFe foU theiU shaUes�
• otheU aFTXisitions oU Gispositions of bXsinesses oU assets�
• inFXUUenFe of inGebteGness anG the issXanFe of eTXity seFXUities�
• UepXUFhases of stoFk anG payPent of GiYiGenGs� anG
• the issXanFe of shaUes to PanagePent XnGeU oXU inFentiYe plans anG otheU e[eFXtiYe FoPpensation PatteUs.

The shaUes of oXU FoPPon stoFk helG by the TUiFoU )XnGs aUe UegisteUeG foU Uesale� ZhiFh Peans that they Pay
be offeUeG anG solG to the pXbliF noZ oU in the fXtXUe ZithoXt UegaUG to the YolXPe liPitations XnGeU 5Xle ��� of the
6eFXUities $Ft. ,f anG Zhen soPe oU all of these shaUes aUe solG by the TUiFoU )XnGs oU the paUtiFipants in theiU fXnGs�
eitheU thUoXgh sale on the open PaUket� thUoXgh pUiYately negotiateG tUansaFtions oU thUoXgh a GistUibXtion to the
paUtiFipants in theiU fXnGs� oU if it is peUFeiYeG that they Zill be solG� the PaUket pUiFe of oXU FoPPon stoFk FoXlG
GeFline.

Conflicts of interest may arise because directors who are principals of our largest stockholder constitute a substantial
portion of our board of directors.

0essUs. %UaGley 6eaPan anG 1iFholas 3eteUs� Zho aUe offiFeUs oU affiliates of 3aUallel�� (TXity (anG its
pUeGeFessoU)� seUYe on oXU boaUG of GiUeFtoUs. The TUiFoU )XnGs� oXU PaMoUity stoFkholGeUs� aUe fXnGs FontUolleG by
3aUallel�� (TXity anG its affiliates. 3aUallel�� (TXity anG entities FontUolleG by it Pay in the fXtXUe holG eTXity inteUests
in entities that GiUeFtly oU inGiUeFtly FoPpete Zith Xs� anG FoPpanies in ZhiFh it FXUUently inYests Pay begin GiUeFtly oU
inGiUeFtly FoPpeting Zith Xs. $s a UesXlt of these Uelationships� Zhen FonfliFts betZeen the inteUests of 3aUallel��
(TXity� on the one hanG� anG of oXU otheU stoFkholGeUs� on the otheU hanG� aUise� these GiUeFtoUs Pay not be
GisinteUesteG. $lthoXgh oXU GiUeFtoUs anG offiFeUs haYe a GXty of loyalty to Xs XnGeU 'elaZaUe laZ anG oXU FeUtifiFate of
inFoUpoUation� tUansaFtions that Ze enteU into in ZhiFh a GiUeFtoU oU offiFeU has a FonfliFt of inteUest aUe geneUally
peUPissible so long as (�) the PateUial faFts Uelating to the GiUeFtoU¶s oU offiFeU¶s Uelationship oU inteUest as to the
tUansaFtion aUe GisFloseG to oXU boaUG of GiUeFtoUs anG a PaMoUity of oXU GisinteUesteG GiUeFtoUs appUoYes the tUansaFtion�
(�) the PateUial faFts Uelating to the GiUeFtoU¶s oU offiFeU¶s Uelationship oU inteUest as to the tUansaFtion aUe GisFloseG to oXU
stoFkholGeUs anG a PaMoUity of oXU GisinteUesteG stoFkholGeUs appUoYe the tUansaFtion oU (�) the tUansaFtion is otheUZise
faiU to Xs. 2XU FeUtifiFate of inFoUpoUation also pUoYiGes that any pUinFipal� offiFeU� PePbeU� PanageU anG�oU ePployee of
3aUallel�� (TXity oU any entity that FontUols� is FontUolleG by oU XnGeU FoPPon FontUol Zith 3aUallel�� (TXity (otheU than
any FoPpany that is FontUolleG by Xs) oU any inYestPent fXnGs PanageG by 3aUallel�� (TXity Zill not be UeTXiUeG to
offeU any tUansaFtion oppoUtXnity of ZhiFh they beFoPe aZaUe to Xs anG FoXlG take any sXFh oppoUtXnity foU thePselYes
oU offeU it to otheU FoPpanies in ZhiFh they haYe an inYestPent� Xnless sXFh oppoUtXnity is offeUeG to theP solely in theiU
FapaFities as oXU GiUeFtoUs.
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Securities analysts may not publish favorable research or reports about our business or may publish no information
at all, which could cause our stock price or trading volume to decline.

The tUaGing PaUket foU oXU FoPPon stoFk FoXlG be inflXenFeG to soPe e[tent by the UeseaUFh anG UepoUts that
inGXstUy oU finanFial analysts pXblish aboXt the &oPpany anG oXU bXsiness. :e Go not FontUol these analysts.
+istoUiFally� Ze haYe not attUaFteG sXbstantial UeseaUFh FoYeUage� anG the analysts Zho pXblish infoUPation aboXt oXU
FoPPon stoFk Pay haYe UelatiYely little e[peUienFe Zith Xs� ZhiFh FoXlG affeFt theiU ability to aFFXUately foUeFast oXU
UesXlts anG FoXlG Pake it PoUe likely that Ze fail to Peet theiU estiPates. ,n the eYent Ze obtain aGGitional seFXUities oU
inGXstUy analyst FoYeUage� if any of the analysts Zho FoYeU Xs pUoYiGe inaFFXUate oU XnfaYoUable UeseaUFh oU issXe an
aGYeUse opinion UegaUGing oXU stoFk pUiFe� oXU stoFk pUiFe FoXlG GeFline. ,f one oU PoUe of these analysts Fease FoYeUage
of Xs oU fail to pXblish UepoUts FoYeUing Xs UegXlaUly� Ze FoXlG lose Yisibility in the PaUket� ZhiFh in tXUn FoXlG FaXse oXU
stoFk pUiFe oU tUaGing YolXPe to GeFline.

If we fail to meet the continued listing standards of the Nasdaq Global Market, our common stock may be delisted,
which may adversely affect the market price and liquidity of our common stock.

2XU FoPPon stoFk is FXUUently tUaGeG on the 1asGaT *lobal 0aUket. ,n oUGeU to Paintain oXU listing on 1asGaT�
Ze PXst Paintain FeUtain finanFial anG shaUe GistUibXtion taUgets� inFlXGing Paintaining a PiniPXP nXPbeU of pXbliF
stoFkholGeUs� a PiniPXP nXPbeU of pXbliFly helG shaUes� a PiniPXP PaUket YalXe of pXbliFly helG shaUes anG a
PiniPXP biG pUiFe� in aGGition to Peeting FeUtain FoUpoUate goYeUnanFe UeTXiUePents. TheUe Fan be no assXUanFe that Ze
Zill be able to Paintain FoPplianFe Zith the UeTXiUePents foU FontinXeG listing of oXU FoPPon stoFk on 1asGaT. ,f oXU
FoPPon stoFk is GelisteG anG Ze aUe Xnable to list oXU FoPPon stoFk on anotheU 8.6. national seFXUities e[Fhange� Ze
e[peFt oXU seFXUities ZoXlG be TXoteG on an oYeU�the�FoXnteU PaUket. $ny Gelisting fUoP 1asGaT FoXlG UesXlt in
signifiFant PateUial aGYeUse FonseTXenFes foU oXU stoFkholGeUs� inFlXGing liPiteG aYailability of PaUket TXotations foU
oXU FoPPon stoFk anG UeGXFeG liTXiGity foU the tUaGing of oXU seFXUities. 2theU FonseTXenFes FoXlG inFlXGe a loss of
FonfiGenFe by inYestoUs� FXstoPeUs� sXpplieUs anG ePployees� anG an aGYeUse effeFt on oXU ability to obtain finanFing to
FontinXe opeUations.

Our business and operations could be negatively affected by stockholder activism and securities litigation.

6toFkholGeU aFtiYisP� ZhiFh FoXlG take Pany foUPs oU aUise in a YaUiety of sitXations� has beFoPe inFUeasingly
pUeYalent in UeFent yeaUs. 2n )ebUXaUy ��� ����� 6teaPboat &apital 3aUtneUs 0asteU )XnG� /3 (³6teaPboat´) GeliYeUeG a
notiFe to Xs inGiFating its intent to noPinate its Panaging PePbeU as a GiUeFtoU FanGiGate to stanG foU eleFtion as a
GiUeFtoU at oXU ���� annXal Peeting of stoFkholGeUs� ZhiFh Zas pUeFeGeG by FUitiFisPs pXbliFly e[pUesseG by an affiliate
6teaPboat UegaUGing the &oPpany¶s stUategiF GiUeFtion� Fapital alloFation pUioUities anG FoUpoUate goYeUnanFe. The
&oPpany is eYalXating this pXUpoUteG noPination. $n affiliate of 6teaPboat has FUitiFi]eG Xs� anG Ze FoXlG faFe
FUitiFisP fUoP otheUs� foU  Uisks assoFiateG Zith 3aUallel�� (TXity¶s FontUolling oZneUship inteUest in the &oPpany. :e
FoXlG beFoPe PoUe pUone to stoFkholGeU aFtiYist GePanGs in the eYent 3aUallel�� (TXity UeGXFes its oZneUship in the
&oPpany. $GGitionally� Ze haYe in the past been sXbMeFt to seFXUities litigation folloZing Yolatility in the pUiFe of oXU
FoPPon stoFk� anG Pay again be sXbMeFt to seFXUities litigation� inFlXGing as a UesXlt of the Yolatility in the pUiFe of oXU
FoPPon stoFk� UelateG to stoFkholGeU aFtiYisP� oU otheUZise. 

6toFkholGeU aFtiYisP� inFlXGing potential pUo[y Fontests anG aGYanFe stoFkholGeU pUoposals� anG seFXUities
litigation FoXlG UesXlt in sXbstantial Fosts anG GiYeUt PanagePent¶s anG oXU %oaUG of 'iUeFtoUs¶ attention anG UesoXUFes
fUoP oXU bXsiness. $GGitionally� stoFkholGeU aFtiYisP oU seFXUities litigation FoXlG giYe Uise to peUFeiYeG XnFeUtainties as
to oXU fXtXUe� aGYeUsely affeFt oXU Uelationships Zith FXstoPeUs anG Pake it PoUe GiffiFXlt to attUaFt anG Uetain TXalifieG
peUsonnel. These PatteUs FoXlG also hinGeU the e[eFXtion of oXU bXsiness anG gUoZth stUategies oU FonstUain oXU Fapital
GeployPent oppoUtXnities. )XUtheU� the pUiFe of oXU FoPPon stoFk FoXlG be sXbMeFt to signifiFant flXFtXation oU otheUZise
be aGYeUsely affeFteG. $ny aGYeUse GeteUPination in litigation FoXlG also sXbMeFt Xs to signifiFant liabilities. 

Certain provisions of our organizational documents and other contractual provisions may make it difficult for
stockholders to change the composition of our board of directors and may discourage hostile takeover attempts that
some of our stockholders may consider to be beneficial.

&eUtain pUoYisions of oXU aPenGeG anG UestateG FeUtifiFate of inFoUpoUation anG bylaZs Pay haYe the effeFt of
Gelaying oU pUeYenting Fhanges in FontUol if oXU boaUG of GiUeFtoUs GeteUPines that sXFh Fhanges in FontUol aUe not in the
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best inteUests of Xs anG oXU stoFkholGeUs. The pUoYisions in oXU aPenGeG anG UestateG FeUtifiFate of inFoUpoUation anG
bylaZs inFlXGe� aPong otheU things� the folloZing�

• the ability of oXU boaUG of GiUeFtoUs to issXe shaUes of pUefeUUeG stoFk anG to GeteUPine the pUiFe anG otheU
teUPs� inFlXGing pUefeUenFes anG Yoting Uights� of those shaUes ZithoXt stoFkholGeU appUoYal�

• folloZing the tiPe that the TUiFoU )XnGs anG theiU affiliates Fease to benefiFially oZn a PaMoUity of oXU
FoPPon stoFk� stoFkholGeU aFtion Pay only be taken at a speFial oU UegXlaU Peeting anG not by ZUitten
Fonsent� anG speFial Peetings Pay only be FalleG by a PaMoUity of the total nXPbeU of GiUeFtoUs that Ze
ZoXlG haYe if theUe ZeUe no YaFanFies on oXU boaUG of GiUeFtoUs�

• aGYanFe notiFe pUoFeGXUes anG infoUPation anG GisFlosXUe UeTXiUePents foU noPinating FanGiGates to oXU
boaUG of GiUeFtoUs oU pUesenting PatteUs at stoFkholGeU Peetings� anG

• alloZing only oXU boaUG of GiUeFtoUs to fill YaFanFies on oXU boaUG of GiUeFtoUs.

:e haYe enteUeG into a GiUeFtoU noPination agUeePent (the ³'iUeFtoU 1oPination $gUeePent´) Zith the TUiFoU
)XnGs that pUoYiGes the TUiFoU )XnGs the Uight to Gesignate noPinees foU eleFtion to oXU boaUG of GiUeFtoUs foU so long as
the TUiFoU )XnGs FolleFtiYely benefiFially oZn �� oU PoUe of the total nXPbeU of shaUes of oXU FoPPon stoFk then
oXtstanGing. The nXPbeU of noPinees that the TUiFoU )XnGs aUe entitleG to Gesignate XnGeU the 'iUeFtoU 1oPination
$gUeePent beaUs the saPe pUopoUtion to the total nXPbeU of PePbeUs of oXU boaUG of GiUeFtoUs as the nXPbeU of shaUes
of FoPPon stoFk benefiFially oZneG by the TUiFoU )XnGs beaUs to the total nXPbeU of shaUes of FoPPon stoFk
oXtstanGing� UoXnGeG Xp to the neaUest Zhole nXPbeU. ,n aGGition� the TUiFoU )XnGs aUe entitleG to Gesignate the
UeplaFePent foU any of its boaUG Gesignees Zhose boaUG seUYiFe teUPinates pUioU to the enG of sXFh Gesignee¶s teUP
UegaUGless of the TUiFoU )XnGs¶ benefiFial oZneUship at sXFh tiPe. The TUiFoU )XnGs also haYe the Uight to haYe theiU
Gesignees paUtiFipate on FoPPittees of oXU boaUG of GiUeFtoUs� sXbMeFt to FoPplianFe Zith appliFable laZ anG stoFk
e[Fhange UXles. The 'iUeFtoU 1oPination $gUeePent Zill teUPinate Zhen the TUiFoU )XnGs FolleFtiYely oZn less than
�� of oXU oXtstanGing FoPPon stoFk.

:e haYe eleFteG in oXU FeUtifiFate of inFoUpoUation not to be sXbMeFt to 6eFtion ��� of the 'elaZaUe *eneUal
&oUpoUation /aZ� an anti�takeoYeU laZ. ,n geneUal� 6eFtion ��� pUohibits a pXbliFly helG 'elaZaUe FoUpoUation fUoP
engaging in a bXsiness FoPbination� sXFh as a PeUgeU� Zith a peUson oU gUoXp oZning ��� oU PoUe of the FoUpoUation¶s
Yoting stoFk foU a peUioG of thUee yeaUs folloZing the Gate the peUson beFaPe an inteUesteG stoFkholGeU� Xnless (Zith
FeUtain e[Feptions) the bXsiness FoPbination oU the tUansaFtion in ZhiFh the peUson beFaPe an inteUesteG stoFkholGeU is
appUoYeG in a pUesFUibeG PanneU. $FFoUGingly� Ze Zill not be sXbMeFt to any anti�takeoYeU effeFts of
6eFtion ���. +oZeYeU� oXU FeUtifiFate of inFoUpoUation Fontains pUoYisions that haYe the saPe effeFt as 6eFtion ����
e[Fept that they pUoYiGe that the TUiFoU )XnGs� theiU affiliates (inFlXGing any inYestPent fXnGs PanageG by TUiFoU) anG
any peUson that beFoPes an inteUesteG stoFkholGeU as a UesXlt of a tUansfeU of �� oU PoUe of oXU Yoting stoFk by the
foUgoing peUsons to sXFh peUson aUe e[FlXGeG fUoP the ³inteUesteG stoFkholGeU´ Gefinition in oXU FeUtifiFate of
inFoUpoUation anG aUe theUefoUe not sXbMeFt to the UestUiFtions set foUth theUein that haYe the saPe effeFt as 6eFtion ���. 

:hile these pUoYisions haYe the effeFt of enFoXUaging peUsons seeking to aFTXiUe FontUol of the &oPpany to
negotiate Zith oXU boaUG of GiUeFtoUs� they FoXlG enable the boaUG of GiUeFtoUs to hinGeU oU fUXstUate a tUansaFtion that
soPe� oU a PaMoUity� of oXU stoFkholGeUs Pight belieYe to be in theiU best inteUests anG� in that Fase� Pay pUeYent oU
GisFoXUage attePpts to UePoYe anG UeplaFe inFXPbent GiUeFtoUs. ,n aGGition� the potential issXanFe of pUefeUUeG stoFk
Pay Gelay oU pUeYent a Fhange in FontUol of Xs oU GisFoXUage biGs foU oXU FoPPon stoFk at a pUePiXP oYeU the PaUket
pUiFe. ,t Pay also aGYeUsely affeFt the PaUket pUiFe anG the Yoting anG otheU Uights of the holGeUs of oXU FoPPon stoFk as
it FoXlG be issXeG Zith Yoting� liTXiGation� GiYiGenG anG otheU Uights sXpeUioU to the Uights of oXU FoPPon stoFk.

,n aGGition� these pUoYisions Pay fUXstUate oU pUeYent any attePpts by oXU stoFkholGeUs to UeplaFe oU UePoYe oXU
FXUUent PanagePent by Paking it PoUe GiffiFXlt foU stoFkholGeUs to UeplaFe PePbeUs of oXU boaUG of GiUeFtoUs� ZhiFh is
Uesponsible foU appointing the PePbeUs of oXU PanagePent.
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We are required to comply with complex laws and regulations in the United States and other countries and are
exposed to business risks associated with our international business.

:e aUe sXbMeFt to nXPeUoXs eYolYing anG FoPple[ laZs anG UegXlations ZhiFh apply� aPong otheU things� to
finanFial UepoUting stanGaUGs� FoUpoUate goYeUnanFe� Gata pUiYaFy� ta[� tUaGe UegXlations� enYiUonPental UegXlations anG
peUPit UeTXiUePents� e[poUt FontUols� FoPpetitiYe pUaFtiFes� anG laboU anG health anG safety laZs anG UegXlations in eaFh
MXUisGiFtion in ZhiFh Ze opeUate. ThoXgh Ze FXUUently haYe liPiteG inteUnational opeUations� the e[pansion theUeof in the
fXtXUe Pay inFUeasingly e[pose Xs to Uisks assoFiateG Zith inteUnational bXsiness opeUations� inFlXGing politiFal
instability (e.g.� the thUeat of oU aFtXal ZaU� teUUoUist attaFks oU FiYil XnUest)� inFonsistent UegXlations aFUoss MXUisGiFtions�
XnantiFipateG Fhanges in the UegXlatoUy enYiUonPent� anG iPpoUt anG e[poUt UestUiFtions. $ny of these eYents Pay affeFt
oXU ePployees� UepXtation� bXsiness oU finanFial UesXlts as Zell as oXU ability to Peet oXU obMeFtiYes.

:e Pay not be in fXll FoPplianFe at all tiPes Zith the laZs anG UegXlations to ZhiFh Ze aUe sXbMeFt anG Ze
Pay not haYe obtaineG the peUPits� aXthoUi]ations oU liFenses that Ze neeG. $ny failXUe to FoPply Zith appliFable laZs
oU UegXlations FoXlG UesXlt in fines oU sanFtions. ,n sXFh a Fase� oU if any of these inteUnational bXsiness Uisks ZeUe to
PateUiali]e� theUe FoXlG be a PateUial aGYeUse effeFt on oXU bXsiness� finanFial FonGition anG UesXlts of opeUations.

Our business and financial results may be materially adversely affected by various legal and regulatory proceedings.

:e aUe sXbMeFt to legal pUoFeeGings� laZsXits anG otheU FlaiPs in the noUPal FoXUse of bXsiness anG FoXlG
beFoPe sXbMeFt to aGGitional FlaiPs in the fXtXUe� soPe of ZhiFh FoXlG be PateUial. $ fXtXUe aGYeUse UXling� settlePent
oU XnfaYoUable GeYelopPent FoXlG UesXlt in FhaUges that FoXlG haYe a PateUial aGYeUse effeFt on oXU bXsiness� opeUating
UesXlts oU finanFial FonGition. ,n aGGition� litigation Fan be Fostly� anG the e[penses anG GaPages aUising fUoP any
liability FoXlG haUP oXU bXsiness. )XUtheUPoUe� oXU insXUanFe Pay not be aGeTXate to FoYeU FlaiPs against Xs oU any
liability that Pay be iPposeG on Xs.

ItHP 1B. Unresolved Staff Comments

1one.

ItHP 2. Properties

,nfoUPation UegaUGing eaFh of oXU faFilities� ZhiFh Pay inFlXGe PXltiple leases at eaFh loFation� is set foUth
beloZ.

 STXDUH OZQHG�
LRFDtiRQ    OSHUDtiRQV    FRRtDJH    LHDVHG

/ittleton� &oloUaGo . . . . . . . . . )inanFial 3ayPent &aUG pUoGXFtion� FoUpoUate faFility   ������  /easeG
5oseYille� 0innesota. . . . . . . .

 
)inanFial 3ayPent &aUG pUoGXFtion� FaUG peUsonali]ation
seUYiFes� FaUG paFkaging seUYiFes� fXlfillPent  �������  /easeG

)oUt :ayne� ,nGiana . . . . . . . . )inanFial 3ayPent &aUG pUoGXFtion ������  /easeG
1ashYille� Tennessee. . . . . . . .

 
)inanFial 3ayPent &aUG peUsonali]ation seUYiFes� instant
issXanFe� fXlfillPent   ������  /easeG

ItHP 3. Legal Proceedings

Smart Packaging Solutions SA v. CPI Card Group Inc.

2n $pUil ��� ����� 6PaUt 3aFkaging 6olXtions� 6$ (³636´) fileG a patent infUingePent laZsXit against the
&oPpany in the 8niteG 6tates 'istUiFt &oXUt foU the 'istUiFt of 'elaZaUe seeking an XnspeFifieG aPoXnt of GaPages anG
eTXitable Uelief. ,n the FoPplaint� 636 alleges that the &oPpany infUingeG foXU patents that 636 has e[FlXsiYely liFenseG
fUoP )einiFs $PaTeFh TeoUanta. The patents all Uelate to antenna teFhnology. 636 alleges that the &oPpany
inFoUpoUates the patenteG teFhnology into its pUoGXFts that Xse FontaFtless FoPPXniFation. The &oPpany Goes not
pUoGXFe antennas� it pXUFhases FeUtain antenna�UelateG FoPponents fUoP 636 anG a nXPbeU of otheU sXpplieUs. The
&oPpany¶s Potion to GisPiss the FoPplaint is FXUUently penGing. $GGitionally� a thiUG paUty� ,nfineon� has fileG UeTXests
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foU ,nteU 3aUties 5eYieZ (³,35´) pUoFeeGings FonFeUning eaFh of the foXU patents. $s a UesXlt� the 'elaZaUe 'istUiFt
&oXUt stayeG the Fase penGing UesolXtion of the UeTXests foU UeYieZ. The 8niteG 6tates 3atent 2ffiFe has institXteG
pUoFeeGings Zith UespeFt to all of the ,35 UeTXests. The FXUUent pUoFeeGings in the patent offiFe aUe sFheGXleG to UXn
thUoXgh 6eptePbeU ����. 6hoXlG the patents sXUYiYe UeYieZ by the 8niteG 6tates 3atent 2ffiFe� the &oPpany intenGs to
GefenG the sXit YigoUoXsly. +oZeYeU� no assXUanFe Fan be giYen that this PatteU Zill be UesolYeG faYoUably.

,n aGGition to the PatteU GesFUibeG aboYe� the &oPpany Pay be sXbMeFt to UoXtine legal pUoFeeGings in the
oUGinaUy FoXUse of bXsiness. The &oPpany belieYes that the XltiPate UesolXtion of any sXFh PatteUs Zill not haYe a
PateUial aGYeUse effeFt on its bXsiness� finanFial FonGition oU UesXlts of opeUations.

ItHP �. Mine Safety Disclosures

1ot appliFable. 

PART II

ItHP 5. Market for Registrant�s Common Equity, Related Stockholder Matters, and Issuer Purchases of Equity
Securities

0DUNHt

2XU FoPPon stoFk tUaGes on the 1asGaT *lobal 0aUket XnGeU the syPbol ³30T6´. 

HROGHUV

TheUe ZeUe tZenty�fiYe stoFkholGeUs of UeFoUG as of 0aUFh �� ����. This figXUe Goes not inFlXGe an estiPate of
the inGeteUPinate nXPbeU of benefiFial holGeUs Zhose shaUes Pay be helG of UeFoUG by bUokeUage fiUPs anG FleaUing
agenFies.

DiYiGHQGV

:e Go not FXUUently e[peFt that any Fash oU otheU GiYiGenGs Zill be paiG to holGeUs of oXU FoPPon stoFk in the
neaU fXtXUe. $ny fXtXUe Fash GiYiGenG oU otheU GiYiGenG GeFlaUations aUe sXbMeFt to the GeteUPination of the &oPpany¶s
boaUG of GiUeFtoUs.

RHSXUFhDVHV

TheUe ZeUe no shaUes UepXUFhaseG GXUing the yeaUs enGeG 'eFePbeU ��� ����� anG ����.

ItHP 6.

>5eseUYeG@

ItHP �. Management�s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion in conjunction with the consolidated financial statements and the
notes to those statements included elsewhere in this Annual Report on Form 10-K. This discussion and analysis contains
forward-looking statements that involve risks, uncertainties and assumptions. Our actual results may differ materially
from those anticipated in these forward-looking statements as a result of certain factors, some of which are not within
our control. See "Risk Factors" and �Cautionary Statement Regarding Forward-Looking Statements.�

CRPSDQ\ OYHUYiHZ 

:e aUe a payPent teFhnology FoPpany anG leaGing pUoYiGeU of FoPpUehensiYe )inanFial 3ayPent &aUG
solXtions in the 8niteG 6tates. :e Gefine ³)inanFial 3ayPent &aUGs´ as FUeGit� Gebit anG 3UepaiG 'ebit &aUGs (as GefineG
beloZ) issXeG on the netZoUks of the ³3ayPent &aUG %UanGs´ (9isa� 0asteUFaUG�� $PeUiFan ([pUess� anG 'isFoYeU�).
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:e Gefine ³3UepaiG 'ebit &aUGs´ as Gebit FaUGs issXeG on the netZoUks of the 3ayPent &aUG %UanGs� bXt not linkeG to a
tUaGitional bank aFFoXnt. :e also offeU an instant FaUG issXanFe solXtion� ZhiFh pUoYiGes FXstoPeUs the ability to issXe a
peUsonali]eG Gebit oU FUeGit FaUG Zithin the bank bUanFh to inGiYiGXal FaUGholGeUs. :e haYe establisheG a leaGing
position in the )inanFial 3ayPent &aUG solXtions PaUket thUoXgh PoUe than �� yeaUs of e[peUienFe.

:e seUYe a GiYeUse set of seYeUal thoXsanG FXstoPeUs ZhiFh inFlXGes GiUeFt FXstoPeUs anG inGiUeFt FXstoPeU
Uelationships ZheUeby &3, pUoYiGes )inanFial 3ayPent &aUG solXtions to a FXstoPeU thUoXgh a *UoXp 6eUYiFe 3UoYiGeU
(as GefineG beloZ). 2XU FXstoPeUs inFlXGe soPe of the laUgest issXeUs of Gebit anG FUeGit FaUGs in the 8niteG 6tates� the
laUgest 3UepaiG 'ebit &aUG pUogUaP PanageUs in the 8niteG 6tates� nXPeUoXs finanFial teFhnology FoPpanies
(³finteFhs´)� as Zell as inGepenGent FoPPXnity banks� FUeGit Xnions anG *UoXp 6eUYiFe 3UoYiGeUs. :e Gefine ³*UoXp
6eUYiFe 3UoYiGeUs´ as UeselleU oU FaUG pUoFessoU oUgani]ations that assist sPall FaUG issXeUs� sXFh as FUeGit Xnions� Zith
Panaging theiU FUeGit anG Gebit FaUG pUogUaPs� inFlXGing Panaging the )inanFial 3ayPent &aUG issXanFe pUoFess� FoUe
banking opeUations anG otheU finanFial seUYiFes.

:e seUYe oXU FXstoPeUs thUoXgh a netZoUk of high�seFXUity pUoGXFtion anG FaUG seUYiFes faFilities in the 8niteG
6tates� eaFh of ZhiFh is aXGiteG foU FoPplianFe Zith the stanGaUGs of the 3ayPent &aUG ,nGXstUy 6eFXUity 6tanGaUGs
&oXnFil (the ³3&, 6eFXUity 6tanGaUGs &oXnFil´) by one oU PoUe of the 3ayPent &aUG %UanGs. 0any of oXU FXstoPeUs
UeTXiUe Xs to FoPply Zith 3&, 6eFXUity 6tanGaUGs &oXnFil UeTXiUePents that Uelate to the pUoYision of oXU pUoGXFts anG
seUYiFes. 2XU netZoUk of high�seFXUity pUoGXFtion faFilities alloZs Xs to optiPi]e oXU solXtions offeUings anG to seUYe the
neeGs of oXU GiYeUse FXstoPeU base.

'UiYen by a FoPbination of oXU stUong Uelationships� TXality� teFhnology� anG innoYation� Ze belieYe Ze haYe
stUong positions in the folloZing PaUkets�

• the 8.6. pUepaiG Gebit PaUket� inFlXGing the laUgest 8.6. 3UepaiG 'ebit &aUG pUogUaP PanageUs�

• the 8.6. sPall to PiG�si]eG finanFial institXtions PaUket� ZhiFh inFlXGes inGepenGent FoPPXnity banks anG
FUeGit Xnions�

• the 8.6. laUge issXeU PaUket� seUYing soPe of the laUgest 8.6. Gebit anG FUeGit FaUG issXeUs� anG

• the 8.6. finteFh PaUket� ZheUe Ze pUoGXFe anG peUsonali]e )inanFial 3ayPent &aUGs foU finanFial
teFhnology FoPpanies.

TUHQGV DQG .H\ FDFtRUV AIIHFtiQJ RXU FiQDQFiDO PHUIRUPDQFH

:e belieYe the folloZing key faFtoUs Pay haYe a PeaningfXl iPpaFt on oXU bXsiness peUfoUPanFe anG Pay
negatiYely inflXenFe oXU finanFial anG opeUating UesXlts�

• :e haYe e[peUienFeG� anG e[peFt to FontinXe to e[peUienFe� laboU aYailability issXes� paUtiFXlaUly in the
&oPpany¶s pUoGXFtion faFilities. ,n the yeaU enGeG 'eFePbeU ��� ����� the &oPpany inFXUUeG inFUeaseG
ePployee FoPpensation anG UeFUXiting e[penses in &ost of 6ales anG 2peUating ([penses� ZhiFh Ze e[peFt to
FontinXe thUoXghoXt ���� anG beyonG as the &oPpany FontinXes to aFtiYely UeFUXit aGGitional ePployees anG is
affeFteG by inflationaUy pUessXUe. $lso as a UesXlt of laboU shoUtages anG sXpply�Fhain FonstUaints� as GesFUibeG
beloZ� the &oPpany has e[peUienFeG e[tenGeG pUoGXFtion leaG tiPes in soPe aUeas of the bXsiness anG
GiffiFXlty Peeting soPe FXstoPeUs¶ GeliYeUy e[peFtations. :e FontinXe to pUoaFtiYely PonitoU� assess anG take
steps to PiniPi]e GisUXptions anG Gelays in pUoGXFtion anG aUe seeing iPpUoYePents� hoZeYeU� GisUXptions anG
Gelays that haYe pUeYioXsly FaXseG the &oPpany to lose oU Gelay FXstoPeU oppoUtXnities FoXlG UeoFFXU again oU
ZoUsen in ���� anG beyonG.

• :e haYe e[peUienFeG� anG FontinXe to e[peUienFe� inflationaUy pUessXUe in oXU sXpply Fhain� as Zell as Gelays
anG GiffiFXlties in soXUFing key PateUials anG FoPponents neeGeG foU oXU pUoGXFts. $lthoXgh Ze aUe seeing
iPpUoYePents in FeUtain aUeas� sXFh issXes as Zell as otheU faFtoUs sXFh as staffing Fhallenges� haYe FontinXeG
to stUain the global sXpply Fhain netZoUk� ZhiFh has UesXlteG in inFUeaseG Fosts of FeUtain UaZ PateUials anG
FoPponents� inFUeaseG shipping Fosts� fUeight anG logistiFs Gelays� longeU leaG tiPes� shoUtages of UaZ PateUials
Ze Xse in oXU pUoGXFts� sXFh as the on�going global PiFUoFhip shoUtage� anG
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XnpUeGiFtability. &eUtain of oXU sXpplieUs haYe also UeTXiUeG Xs to plaFe oUGeUs that FoPPit Xs to pXUFhase gooGs
a yeaU oU PoUe in aGYanFe of oXU antiFipateG pUoGXFtion neeG� ZhiFh is a signifiFant Fhange fUoP the histoUiFal
pUaFtiFe of plaFing pXUFhase oUGeUs foU GeliYeUy Zithin Zeeks of the antiFipateG pUoGXFtion neeG. :hile Ze aUe
taking aFtions to liPit the iPpaFt of the GynaPiFs GesFUibeG aboYe� inFlXGing FoPpiling bXffeU stoFk� Ze e[peFt
to e[peUienFe sXpply�Fhain iPpaFts on oXU bXsiness ZhiFh Pay iPpaFt oXU ability to Peet FXstoPeU GePanG in
fXtXUe peUioGs. :e also belieYe soPe of oXU FXstoPeUs Pay haYe antiFipateG� oU Pay antiFipate in the fXtXUe�
sXpply�Fhain�UelateG Gelays anG FoUUesponGingly haYe inFUeaseG� oU Pay seek to inFUease� theiU oZn inYentoUy
of the &oPpany¶s pUoGXFts on hanG ZhiFh has UesXlteG anG Pay UesXlt in less GePanG foU oXU pUoGXFts in the
fXtXUe. $lso� geopolitiFal XnFeUtainties assoFiateG Zith the ongoing 5Xssia anG 8kUaine FonfliFt� as Zell as
&29,'��� iPpaFts in &hina� haYe FUeateG aGGitional sXpply�Fhain GisUXptions on a PaFUo�eFonoPiF leYel.
6XFh eYents Pay fXUtheU FoPpoXnG the &oPpany¶s sXpply�Fhain Fhallenges. $GGitionally� FeUtain PiFUoFhip
pUoGXFeUs haYe liPiteG the types of PiFUoFhips that they pUoGXFe� ZhiFh Zill affeFt oXU ability to FontinXe to
pUoYiGe loZeU�Fost FontaFt PiFUoFhips foU FeUtain of oXU FXstoPeUs. This FoXlG FaXse Xs anG affeFteG FXstoPeUs
to PigUate to PoUe e[pensiYe PiFUoFhip options oU to FontaFtless FaUGs at a fasteU paFe than e[peFteG� ZhiFh
Pay be GisUXptiYe foU the &oPpany anG affeFteG FXstoPeUs. :hile Ze Pay be able to pass on soPe of oXU
inFUeaseG laboU anG PateUial Fosts to oXU FXstoPeUs� Fost inflation has inFUeaseG at a fasteU paFe than antiFipateG�
anG Ze e[peFt these faFtoUs Zill iPpaFt pUofitability thUoXghoXt ���� anG beyonG. ,n aGGition� giYen that UaZ
PateUials inYentoUy is UeFogni]eG on a fiUst�in� fiUst�oXt basis� Ze e[peFt the iPpaFt of inFUeasing UaZ PateUials
Fosts to be Ueali]eG into oXU statePent of opeUations thUoXghoXt ���� anG possibly beyonG.

• 2XU 6eFonG :aYe� payPent FaUGs featXUe a FoUe PaGe Zith UeFoYeUeG oFean�boXnG plastiF (³52%3´)� ZhiFh
Ze histoUiFally haYe soXUFeG fUoP +aiti anG pUoFesseG Xsing single�soXUFe sXpplieUs. 'Xe to politiFal instability
anG otheU faFtoUs as Zell as the sXpply�Fhain FonstUaints GesFUibeG aboYe� Ze haYe faFeG Fhallenges in obtaining
Fonsistent sXpply of 52%3 fUoP +aiti. :e UeFently began soXUFing 52%3 fUoP ThailanG� anG the sXpply Fhain
foU this PateUial inFlXGes single�soXUFe sXpplieUs siPilaU to the PateUials soXUFeG fUoP +aiti. :e haYe testeG
this PateUial anG belieYe that FaUGs that inFoUpoUate the PateUial Peet oU e[FeeG appliFable TXality stanGaUGs�
anG Ze belieYe Ze Zill be able to pUoFXUe sXffiFient sXpply fUoP this neZ soXUFe FoXntUy. +oZeYeU� if Ze
enFoXnteU pUoGXFtion Fhallenges Zith this PateUial oU aUe Xnable to obtain aGeTXate oU Fonsistent sXpply fUoP
the soXUFe FoXntUy� Ze Pay not haYe sXffiFient sXpply of 52%3 to Peet FXstoPeU GePanG foU oXU 6eFonG :aYe
FaUGs. The &oPpany FontinXes to aFtiYely PonitoU anG Panage its sXpply Fhain� inFlXGing FoPpiling bXffeU
stoFk of PateUials anG eYalXating alteUnatiYe sXpplieUs anG soXUFes foU 52%3� bXt it is XnFeUtain hoZ issXes in
+aiti anG otheU faFtoUs in the 52%3 sXpply Fhain Zill affeFt oXU ability to FontinXe obtaining sXffiFient 52%3.
$GGitionally� alteUnatiYe sXpplieUs of 52%3 in otheU soXUFe FoXntUies Pay be FonstUaineG by loFal oU global
geopolitiFal Fhallenges� instability anG XnpUeGiFtability� anG Ze Pay be sXbMeFt to inFUeaseG shipping anG
PateUials Fosts� ZhiFh Ze Pay not be able to pass thUoXgh to oXU FXstoPeUs. 

• The &oPpany has been FlassifieG as an aFFeleUateG fileU sinFe ���� Zith UespeFt to 6(& UegXlations anG filing
UeTXiUePents. $s a UesXlt� oXU annXal assessPent of the effeFtiYeness of oXU inteUnal FontUol oYeU finanFial
UepoUting PXst be aXGiteG by oXU e[teUnal aXGit fiUP in FoPplianFe Zith the pUoYisions of 6eFtion ��� of the
6aUbanes�2[ley $Ft of ���� (³the 6aUbanes�2[ley $Ft´). &ontinXeG FoPplianFe Zith this UeTXiUePent has
signifiFantly inFUeaseG oXU FoPpensation e[pense� pUofessional fees anG otheU aGPinistUatiYe Fosts GXUing the
yeaUs enGeG 'eFePbeU ��� ���� anG ����. :e e[peFt FeUtain of these inFUeaseG Fosts to FontinXe thUoXghoXt
���� anG beyonG as Ze FontinXe to Paintain FoPplianFe.

CO9ID�19 USGDtH

The &29,'��� panGePiF anG assoFiateG FoXnteUaFting PeasXUes iPplePenteG by goYeUnPents anG bXsinesses
aUoXnG the ZoUlG haYe iPpaFteG� anG FontinXe to iPpaFt� eFonoPies anG soFieties globally� inFlXGing the loFations ZheUe
Ze� oXU FXstoPeUs anG oXU sXpplieUs FonGXFt bXsiness. :e belieYe the global iPpaFts fUoP &29,'���� along Zith otheU
PaFUo�eFonoPiF faFtoUs� haYe FontUibXteG to� aPong otheU things FeUtain aGYeUse effeFts on oXU sXpply Fhain� pUoGXFtion
leaG tiPes� laboU aYailability� ePployee absenteeisP anG otheU Fosts. ThoXgh Ze haYe iPplePenteG PeasXUes to attePpt
to Pitigate the iPpaFts of the Fhallenges GesFUibeG aboYe� Ze belieYe that sXFh iPpaFts� anG the assoFiateG Fosts� Pay
FontinXe thUoXghoXt ���� anG beyonG. The long�teUP iPpliFations of &29,'��� on oXU UesXlts of opeUations anG oYeUall
finanFial peUfoUPanFe UePain XnFeUtain. :e FontinXe to PonitoU global GeYelopPents FonFeUning &29,'��� to
antiFipate issXes that Pay iPpaFt oXU bXsiness anG take any neFessaUy aFtion. 
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2n 0aUFh ��� ����� the &oUonaYiUXs $iG� 5elief� anG (FonoPiF 6eFXUity (³&$5(6´) $Ft Zas signeG into laZ.
The &$5(6 $Ft� aPong otheU things� inFlXGeG pUoYisions Uelating to UefXnGable payUoll ta[ FUeGits� GefeUPent of
ePployeU soFial seFXUity payPents� Fhanges in net opeUating loss FaUUybaFk peUioGs� alteUnatiYe PiniPXP ta[ FUeGit
UefXnGs� PoGifiFations to the net inteUest GeGXFtion liPitation anG teFhniFal FoUUeFtions to ta[ GepUeFiation PethoGs foU
TXalifieG iPpUoYePent pUopeUty. :e GefeUUeG ePployeU soFial seFXUity payPents in ���� in aFFoUGanFe Zith the &$5(6
$Ft� anG the fiUst installPent UepayPent Zas PaGe in the foXUth TXaUteU of ���� anG the seFonG anG final installPent
UepayPent Zas PaGe in the foXUth TXaUteU of ����.
SHJPHQt OYHUYiHZ

2XU bXsiness Fonsists of the folloZing UepoUtable segPents�

• 'ebit anG &UeGit�
• 3UepaiG 'ebit� anG
• 2theU.

Debit and Credit Segment

2XU 'ebit anG &UeGit segPent pUiPaUily pUoGXFes )inanFial 3ayPent &aUGs anG pUoYiGes integUateG FaUG
seUYiFes foU FaUG�issXing finanFial institXtions anG finteFhs pUiPaUily in the 8niteG 6tates. 3UoGXFts pUoGXFeG by this
segPent pUiPaUily inFlXGe (09� anG non�(09 )inanFial 3ayPent &aUGs� inFlXGing FontaFt anG FontaFtless (GXal�
inteUfaFe) FaUGs anG plastiF anG enFaseG Petal FaUGs� anG 6eFonG :aYe payPent FaUGs featXUing a FoUe PaGe Zith
52%3� anG otheU pUiYate label FUeGit FaUGs that aUe not issXeG on the netZoUks of the 3ayPent &aUGs %UanGs. :e also sell
&aUG#2nFe� pUinteUs anG UelateG sXpplies as paUt of oXU pUopUietaUy

 anG patenteG instant FaUG issXanFe systeP. 6eUYiFes pUoYiGeG inFlXGe a YaUiety of integUateG FaUG seUYiFes�
inFlXGing FaUG peUsonali]ation anG fXlfillPent seUYiFes. :e also pUoYiGe pUint�on�GePanG seUYiFes� ZheUe Ze pUoGXFe
iPages� peUsonali]eG payPent FaUGs anG UelateG FollateUal on a one�by�one� on�GePanG basis foU oXU FXstoPeUs� as Zell
as oXU &aUG#2nFe softZaUe�as�a�seUYiFe (6aa6) solXtion. The 'ebit anG &UeGit segPent opeUations aUe eaFh aXGiteG foU
FoPplianFe by one oU PoUe of the 3ayPent &aUG %UanGs. 0any of oXU FXstoPeUs UeTXiUe Xs to FoPply Zith the stanGaUGs
of the 3&, 6eFXUity 6tanGaUGs &oXnFil.

Prepaid Debit Segment

2XU 3UepaiG 'ebit segPent pUiPaUily pUoYiGes integUateG pUepaiG FaUG seUYiFes to 3UepaiG 'ebit &aUG pUoYiGeUs
in the 8niteG 6tates� inFlXGing taPpeU�eYiGent seFXUity paFkaging. This segPent also pUoGXFes )inanFial 3ayPent &aUGs
issXeG on the netZoUks of the 3ayPent &aUG %UanGs that aUe inFlXGeG in the taPpeU�eYiGent seFXUity paFkages. The
3UepaiG 'ebit segPent opeUation is aXGiteG foU FoPplianFe by one oU PoUe of the 3ayPent &aUG %UanGs. 0any of oXU
FXstoPeUs UeTXiUe Xs to FoPply Zith the stanGaUGs of the 3&, 6eFXUity 6tanGaUGs &oXnFil.

Other

2XU 2theU segPent inFlXGes FoUpoUate geneUal anG aGPinistUatiYe e[penses.

.H\ CRPSRQHQtV RI RHVXOtV RI OSHUDtiRQV

6et foUth beloZ is a bUief GesFUiption of key line itePs of oXU FonsoliGateG statePents of opeUations anG
FoPpUehensiYe inFoPe.

Net Sales

1et sales UefleFt oXU UeYenXe geneUateG fUoP the sale of pUoGXFts anG seUYiFes. 3UoGXFt net sales inFlXGe the
Gesign anG pUoGXFtion of )inanFial 3ayPent &aUGs� inFlXGing FontaFt anG FontaFtless FaUGs� ZhiFh inFlXGes oXU eFo�
foFXseG FaUGs. &ontaFtless (09 FaUGs haYe aGGitional teFhnology to pUoFess FontaFtless tUansaFtions anG geneUally haYe
a higheU selling pUiFe than FontaFt�only (09 FaUGs. :e also geneUate pUoGXFt UeYenXe fUoP the sale of oXU &aUG#2nFe
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instant issXanFe systeP anG FonsXPables� pUiYate label FUeGit FaUGs anG Uetail gift FaUGs. 6eUYiFes net sales inFlXGe
UeYenXe fUoP the peUsonali]ation anG fXlfillPent of )inanFial 3ayPent &aUGs� inFlXGing pUint�on�GePanG seUYiFes�
taPpeU�eYiGent seFXUity paFkaging� fXlfillPent seUYiFes anG 6aa6 peUsonali]ation of instant issXanFe )inanFial 3ayPent
FaUGs. 6ee 3aUt ,,� ,teP �� Financial Statements and Supplementary Data� 1ote � ³6XPPaUy of 6ignifiFant $FFoXnting
3oliFies´ anG 3aUt ,,� ,teP �� Management�s Discussion and Analysis of Financial Condition and Results of Operations,
³&UitiFal $FFoXnting 3oliFies anG (stiPates²5eYenXe 5eFognition´ in this $nnXal 5epoUt on )oUP ���. foU fXUtheU
infoUPation anG tiPing of UeYenXe UeFognition foU net sales. :e inFlXGe gUoss shipping anG hanGling UeYenXe in net
sales.

Cost of Sales

&ost of sales inFlXGes the GiUeFt anG inGiUeFt Fosts of the pUoGXFts Ze sell anG the seUYiFes that Ze pUoYiGe.
3UoGXFt Fosts inFlXGe the Fost of UaZ PateUials� inFlXGing PiFUoFhips anG antennas foU FontaFtless (09 FaUGs� laboU
Fosts� eTXipPent anG faFilities Fosts� opeUation oYeUheaG� GepUeFiation anG aPoUti]ation� leases anG Uental FhaUges anG
tUanspoUt Fosts. 3UoGXFt Fosts also inFlXGe &aUG#2nFe instant issXanFe pUinteU Fosts. 6eUYiFes Fosts inFlXGe the Fost of
laboU� UaZ PateUials in the Fase of taPpeU�eYiGent seFXUity paFkaging� eTXipPent anG faFilities Fosts� opeUation oYeUheaG�
GepUeFiation anG aPoUti]ation� leases anG Uental FhaUges anG tUanspoUt Fosts. &ost of sales Fan be iPpaFteG by Pany
faFtoUs� inFlXGing YolXPe� opeUational effiFienFies� pUoFXUePent Fosts� pUoPotional aFtiYity� anG ePployee Uelations. :e
inFlXGe the Fosts of shipping anG hanGling UelateG to FXstoPeU sales in Fost of sales.

Gross Profit and Gross Margin

*Uoss pUofit Fonsists of oXU net sales less oXU Fost of sales. *Uoss PaUgin is gUoss pUofit as a peUFentage of net
sales. 

Operating Expenses

2peUating e[penses aUe pUiPaUily FoPpUiseG of selling� geneUal anG aGPinistUatiYe e[penses (³6*	$´) ZhiFh
geneUally Fonsist of e[penses foU e[eFXtiYe� finanFe� sales� PaUketing� legal� infoUPation teFhnology� FXstoPeU seUYiFe�
hXPan UesoXUFes� UeseaUFh anG GeYelopPent anG aGPinistUatiYe peUsonnel� inFlXGing payUoll� benefits anG stoFk�baseG
FoPpensation e[pense� baG Gebt e[pense anG oXtsiGe legal anG otheU aGYisoUy fees� inFlXGing FonsXlting� aFFoXnting� anG
softZaUe UelateG fees. 2peUating e[pense also inFlXGes GepUeFiation anG aPoUti]ation e[pense anG Pay inFlXGe
iPpaiUPent FhaUges on tangible anG intangible assets� Zhen neFessaUy. 

Income from Operations and Operating Margin

,nFoPe fUoP opeUations Fonsists of oXU gUoss pUofit less oXU net opeUating e[penses. 2peUating PaUgin is inFoPe
fUoP opeUations as a peUFentage of net sales.

Other Expense, net

2theU e[pense� net Fonsists pUiPaUily of inteUest e[pense anG otheU non�opeUating itePs.

Income Tax Expense

,nFoPe ta[ e[pense Fonsists of oXU feGeUal anG state inFoPe ta[es at statXtoUy Uates� inFlXGing the iPpaFt of
otheU itePs sXFh as YalXation alloZanFes� ta[ FUeGits� peUPanent itePs� anG foUeign ta[es.

Net Income 

1et inFoPe Fonsists of oXU inFoPe fUoP opeUations� less otheU e[pense� net� anG inFoPe ta[es.
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RHVXOtV RI OSHUDtiRQV

Year Ended December 31, 2022 Compared With Year Ended December 31, 2021

The table beloZ pUesents oXU UesXlts of opeUations foU the yeaUs enGeG 'eFePbeU ��� ���� anG �����

YHDU EQGHG DHFHPbHU 31�
2022 2021    � ChDQJH � ChDQJH

�GROODUV iQ thRXVDQGV�

1et sales�  
3UoGXFts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � ������� � ������ ��.� �
6eUYiFes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������  ������ ��.� �

Total net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������  ������� ��.� �
&ost of sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������  ������ ��.� �
*Uoss pUofit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������  ������ ��.� �
2peUating e[penses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������ ������ ��.� �
,nFoPe fUoP opeUations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������ ������ ��.� �
2theU e[pense� net�

,nteUest� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)  ��� (�.�)�
2theU (e[pense) inFoPe� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� �� �� 

/oss on Gebt e[tingXishPent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) (�����) ����� 


,nFoPe befoUe ta[es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������ ������ 

,nFoPe ta[ e[pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (�����)  (�����) 


1et inFoPe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������ � ������ ���.� �

 1ot PeaningfXl

Net Sales:

YHDU EQGHG DHFHPbHU 31�
2022 2021    � ChDQJH � ChDQJH

�GROODUV iQ thRXVDQGV�

NHt VDOHV b\ VHJPHQt�       
'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � ������� �  ������ ��.� �
3UepaiG 'ebit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������ ����� �.� �
(liPinations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) (���) (���) 


Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � ������� � ������� ��.� �

Debit and Credit:

1et sales foU 'ebit anG &UeGit inFUeaseG ���.� Pillion� oU ��.��� foU the yeaU enGeG 'eFePbeU ��� ����
FoPpaUeG to the pUioU yeaU. 3UoGXFts net sales inFUeaseG pUiPaUily GXe to inFUeaseG YolXPes fUoP e[isting FXstoPeUs�
inFlXGing the aFTXisition of neZ poUtfolios by an e[isting FXstoPeU anG the tUansition to eFo�foFXseG anG otheU
FontaFtless FaUGs� anG higheU &aUG#2nFe instant issXanFe sales. &ontaFtless FaUGs haYe aGGitional teFhnology to pUoFess
FontaFtless tUansaFtions anG geneUally haYe a higheU selling pUiFe than FontaFt�only (09 FaUGs. 6eUYiFes net sales
inFUeaseG GXe to gUoZth fUoP oXU pUint�on�GePanG solXtion anG FaUG peUsonali]ation seUYiFes� as Zell as higheU
&aUG#2nFe seUYiFes.

Prepaid Debit:

1et sales foU 3UepaiG 'ebit inFUeaseG ��.� Pillion� oU �.��� foU the yeaU enGeG 'eFePbeU ��� ���� FoPpaUeG to
the pUioU yeaU� GXe to neZ FXstoPeU aFTXisitions� oYeUall higheU YolXPes fUoP oXU e[isting FXstoPeU base� anG the benefit
fUoP pUiFe inFUeases.
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Gross Profit and Gross Margin:

YHDU EQGHG DHFHPbHU 31�  
� RI � RI  

   2022 QHt VDOHV 2021 QHt VDOHV    � ChDQJH � ChDQJH
�GROODUV iQ thRXVDQGV�

*URVV SURIit b\ VHJPHQt�       
'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . � ������� ��.� � � ������� ��.� � � ������ ��.� �
3UepaiG 'ebit. . . . . . . . . . . . . . . . . . . . . . ������ ��.� � ������ ��.� � ��� �.� �

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� ��.� � � ������� ��.� �  � ������ ��.� �

Debit and Credit:

*Uoss pUofit foU 'ebit anG &UeGit inFUeaseG ���.� Pillion� oU ��.��� foU the yeaU enGeG 'eFePbeU ��� ����
FoPpaUeG to the pUioU yeaU� pUiPaUily GXe to the net sales inFUease GesFUibeG aboYe� paUtially offset by the inflationaUy
iPpaFt on pUoGXFtion Fosts. *Uoss pUofit PaUgin GeFUeaseG to ��.�� GXUing the yeaU enGeG 'eFePbeU ��� �����
FoPpaUeG to ��.�� in the pUioU yeaU� pUiPaUily GXe to higheU pUoGXFtion Fosts� pUiPaUily PateUials� paUtially offset by
opeUating leYeUage fUoP higheU sales� inFlXGing the benefit of pUiFe inFUeases.  

Prepaid Debit:

*Uoss pUofit foU 3UepaiG 'ebit inFUeaseG ��.� Pillion� oU �.��� foU the yeaU enGeG 'eFePbeU ��� ���� FoPpaUeG
to the pUioU yeaU� pUiPaUily GXe to the net sales inFUease GesFUibeG aboYe� paUtially offset by the inflationaUy iPpaFt on
pUoGXFtion Fosts. *Uoss pUofit PaUgin foU 3UepaiG 'ebit GeFUeaseG to ��.�� foU the yeaU enGeG 'eFePbeU ��� ����
FoPpaUeG to ��.�� in the pUioU yeaU� pUiPaUily GXe to higheU pUoGXFtion Fosts� pUiPaUily PateUials� paUtially offset by
opeUating leYeUage fUoP higheU sales� inFlXGing the benefit of pUiFe inFUeases.  

Operating Expenses:
 

YHDU EQGHG DHFHPbHU 31�
� RI � RI  

2022 QHt VDOHV 2021 QHt VDOHV � ChDQJH � ChDQJH
�GROODUV iQ thRXVDQGV�

OSHUDtiQJ HxSHQVHV b\ VHJPHQt�       
'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . � ������ �.� � � ������ ��.� �  � ����� ��.� �
3UepaiG 'ebit. . . . . . . . . . . . . . . . . . . . . . ����� �.� � ����� �.� � ����� ��.� �
2theU . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ 
 ������ 
 ����� ��.� �

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ ��.� � � ������ ��.� � � ������ ��.� �

Debit and Credit:

'ebit anG &UeGit opeUating e[penses inFUeaseG ��.� Pillion� oU ��.��� foU the yeaU enGeG 'eFePbeU ��� ����
FoPpaUeG to the pUioU yeaU� pUiPaUily GXe to a ��.� Pillion inFUease in selling anG FoPpensation e[penses anG a ��.�
Pillion inFUease in pUofessional seUYiFes fees.

 
Prepaid Debit:

3UepaiG 'ebit opeUating e[penses inFUeaseG ��.� Pillion� oU ��.��� foU the yeaU enGeG 'eFePbeU ��� ����
FoPpaUeG to the pUioU yeaU� pUiPaUily GXe to inFUeaseG selling e[penses.

Other:

2theU opeUating e[penses inFUeaseG ��.� Pillion� oU ��.��� foU the yeaU enGeG 'eFePbeU ��� ���� FoPpaUeG to
the pUioU yeaU� pUiPaUily GXe to a ��.� Pillion inFUease in FoPpensation e[penses as a UesXlt of inFUeaseG ePployee
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heaGFoXnt anG higheU salaUies anG ��.� Pillion of inFUeaseG stoFk FoPpensation� anG a ��.� Pillion inFUease in
pUofessional seUYiFes fees� inFlXGing Fosts UelateG to FoPplianFe Zith the 6aUbanes�2[ley $Ft.

Income from Operations and Operating Margin:

YHDU EQGHG DHFHPbHU 31�  
� RI � RI  

2022 QHt VDOHV 2021 QHt VDOHV � ChDQJH � ChDQJH
�GROODUV iQ thRXVDQGV�

IQFRPH IURP RSHUDtiRQV b\ VHJPHQt�            
'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . � ������� ��.� � � ������ ��.� � �  ������ ��.� �
3UepaiG 'ebit. . . . . . . . . . . . . . . . . . . . . . ������ ��.� � ������ ��.� � (�����) (�.�)�
2theU . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) 
 (������) 
 (�����) (��.�)�

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ ��.� � � ������ ��.� � � ������ ��.� �

Debit and Credit:

,nFoPe fUoP opeUations foU 'ebit anG &UeGit inFUeaseG ���.� Pillion� oU ��.��� foU the yeaU enGeG
'eFePbeU ��� ���� FoPpaUeG to the pUioU yeaU� pUiPaUily GXe to higheU net sales� paUtially offset by inFUeaseG pUoGXFtion
Fosts anG opeUating e[penses. 2peUating PaUgins inFUeaseG to ��.�� foU the yeaU enGeG 'eFePbeU ��� ���� FoPpaUeG to
��.�� in the pUioU yeaU� pUiPaUily GXe to opeUating leYeUage fUoP higheU net sales� paUtially offset by higheU pUoGXFtion
Fosts� pUiPaUily PateUials.

Prepaid Debit:

,nFoPe fUoP opeUations foU 3UepaiG 'ebit GeFUeaseG ��.� Pillion� oU �.��� foU the yeaU enGeG 'eFePbeU ���
���� FoPpaUeG to the pUioU yeaU� pUiPaUily GXe to inFUeaseG pUoGXFtion Fosts anG opeUating e[penses� paUtially offset by
higheU sales. 2peUating PaUgin GeFUeaseG to ��.�� foU the yeaU enGeG 'eFePbeU ��� ���� FoPpaUeG to ��.�� in the
pUioU yeaU� pUiPaUily GXe to the faFtoUs GisFXsseG aboYe.

Other:

The loss fUoP opeUations in 2theU inFUeaseG ��.� Pillion� oU ��.��� foU the yeaU enGeG 'eFePbeU ��� ����
FoPpaUeG to the pUioU yeaU GXe to the faFtoUs GesFUibeG aboYe XnGeU ³2peUating ([penses.´

Interest, net:

,nteUest e[pense GeFUeaseG to ���.� Pillion foU the yeaU enGeG 'eFePbeU ��� ���� fUoP ���.� Pillion in the
pUioU yeaU. ,nteUest e[pense Zas higheU in ���� pUiPaUily GXe to ��.� Pillion of ³Pake�Zhole´ inteUest pUePiXP paiG in
FonneFtion Zith the teUPination of oXU ���.� Pillion senioU FUeGit agUeePent (the ³6enioU &UeGit )aFility´) on 0aUFh ���
����. The GeFUease in inteUest e[pense GXe to the ³Pake�Zhole´ inteUest pUePiXP Zas paUtially offset by higheU aYeUage
inteUest Uates on oXU boUUoZings GXUing the yeaU enGeG 'eFePbeU ��� ����� net pUePiXP paiG of ��.� Pillion Uelating to
the eaUly UetiUePent of the �.���� 6enioU 6eFXUeG 1otes GXe ���� (the ³6enioU 1otes´)� anG inteUest inFoPe UeFeiYeG of
appUo[iPately ��.� Pillion in ���� UelateG to inFoPe ta[ UefXnGs.

Loss on Debt Extinguishment:

'XUing the yeaU enGeG 'eFePbeU ��� ����� Ze UeFoUGeG a ��.� Pillion loss on Gebt e[tingXishPent Uelating to
the ���.� Pillion eaUly UetiUePent of the 6enioU 1otes� as Ze e[penseG the assoFiateG poUtion of the XnaPoUti]eG
GefeUUeG finanFing Fosts.

'XUing the yeaU enGeG 'eFePbeU ��� ����� Ze UeFoUGeG a ��.� Pillion loss on Gebt e[tingXishPent Uelating to
the teUPination of both oXU pUeYioXs 6enioU &UeGit )aFility anG )iUst /ien TeUP /oan as Ze e[penseG the XnaPoUti]eG
GefeUUeG finanFing Fosts anG Gebt GisFoXnt. This Zas FoPpleteG in FonneFtion Zith the issXanFe of the 6enioU 1otes anG
entUy into oXU neZ asset�baseG� senioU seFXUeG UeYolYing FUeGit faFility (the ³$%/ 5eYolYeU´) on 0aUFh ��� ����. 
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Income Tax Expense:

2XU effeFtiYe ta[ Uate on pUe�ta[ inFoPe Zas ��.�� anG ��.�� foU the yeaUs enGeG 'eFePbeU ��� ���� anG
����� UespeFtiYely. The GeFUease in oXU effeFtiYe ta[ Uate foU the yeaU enGeG 'eFePbeU ��� ���� FoPpaUeG to the pUioU
yeaU Zas pUiPaUily GXe to a GeFUease in XnUeFogni]eG ta[ benefits GXe to the lapse of statXte of liPitations anG faYoUable
settlePents Zith state ta[ aXthoUities. 

Net Income:

1et inFoPe foU the yeaU enGeG 'eFePbeU ��� ���� Zas ���.� Pillion� FoPpaUeG to net inFoPe of ���.� Pillion
in the pUioU yeaU. The inFUease Zas pUiPaUily GXe to higheU gUoss pUofit anG a GeFUease in otheU e[penses GXe to the
iPpaFt of Gebt UefinanFing Fosts inFXUUeG in the ���� fiUst TXaUteU� paUtially offset by inFUeaseG opeUating e[penses anG
inFoPe ta[ e[pense.

LiTXiGit\ DQG CDSitDO RHVRXUFHV 

$t 'eFePbeU ��� ����� Ze haG ���.� Pillion of Fash anG Fash eTXiYalents. 

2XU ability to Pake inYestPents in anG gUoZ oXU bXsiness� seUYiFe oXU Gebt anG iPpUoYe oXU Gebt leYeUage
Uatios� Zhile Paintaining stUong liTXiGity� Zill GepenG Xpon oXU ability to geneUate e[Fess opeUating Fash floZs thUoXgh
oXU opeUating sXbsiGiaUies. $lthoXgh Ze Fan pUoYiGe no assXUanFes� Ze belieYe that oXU Fash floZs fUoP opeUations�
FoPbineG Zith oXU FXUUent Fash leYels� Zill be aGeTXate to fXnG Gebt seUYiFe UeTXiUePents anG pUoYiGe Fash� as UeTXiUeG�
to sXppoUt oXU ongoing opeUations� Fapital e[penGitXUes� lease obligations anG ZoUking Fapital neeGs.

2n 0aUFh ��� ����� Ze enteUeG into a FUeGit agUeePent Zith :ells )aUgo %ank� 1ational $ssoFiation pUoYiGing
foU an $%/ 5eYolYeU of Xp to ���.� Pillion. 2n 0aUFh �� ����� Ze enteUeG into $PenGPent 1o. � to &UeGit $gUeePent�
ZhiFh aPenGeG the $%/ 5eYolYeU� to aPong otheU things� inFUeaseG the aYailable boUUoZing FapaFity to ���.� Pillion�
inFUeaseG the XnFoPPitteG aFFoUGion featXUe to ���.� Pillion anG UeYiseG the inteUest Uate pUoYisions to UeplaFe the
/,%25 benFhPaUk Zith XpGateG benFhPaUk pUoYisions Xsing the seFXUeG oYeUnight finanFing Uate (³62)5´) as
aGPinisteUeG by the )eGeUal 5eseUYe %ank of 1eZ <oUk. 2n 2FtobeU ��� ����� Ze enteUeG into $PenGPent 1o. � to the
&UeGit $gUeePent� ZhiFh aPenGeG the $%/ 5eYolYeU to aGMXst FeUtain Ponthly GoFXPent GeliYeUy teUPs anG to FlaUify
the tUeatPent of FeUtain inYentoUy. 

%oUUoZings XnGeU the aPenGeG $%/ 5eYolYeU beaU inteUest at a Uate peU annXP eTXal to the appliFable teUP
62)5 aGMXsteG foU a FUeGit spUeaG� plXs an appliFable inteUest Uate PaUgin. :e Pay seleFt a one� thUee oU si[ Ponth teUP
62)5� ZhiFh is aGMXsteG foU a FUeGit spUeaG of �.��� to �.��� GepenGing on the teUP seleFteG. ThUoXgh 0aUFh ���
����� the appliFable inteUest Uate PaUgin Uanges fUoP �.��� to �.��� GepenGing on the aYeUage e[Fess aYailability of the
faFility foU the Post UeFently FoPpleteG TXaUteU. The XnXseG poUtion of the $%/ 5eYolYeU FoPPitPent aFFUXes a
Ponthly XnXseG line fee� �.��� peU annXP thUoXgh 0aUFh ��� ����� tiPes the aggUegate aPoXnt of 5eYolYeU
FoPPitPents less the aYeUage 5eYolYeU Xsage GXUing the iPPeGiately pUeFeGing Ponth. The inteUest Uate PaUgin anG
XnXseG line fee peUFentage Fhanges� effeFtiYe $pUil �� ����� to betZeen �.��� anG �.��� (inteUest Uate PaUgin) anG
�.���� anG �.��� (XnXseG FoPPitPent fee).

$PoXnts boUUoZeG anG oXtstanGing XnGeU the $%/ 5eYolYeU aUe UeTXiUeG to be UepaiG in fXll� togetheU Zith any
aFFUXeG anG XnpaiG inteUest� on the eaUliest to oFFXU of 0aUFh ��� ���� anG the Gate that is �� Gays pUioU to the PatXUity
of the 6enioU 1otes (anG Pay be sXbMeFt to eaUlieU PanGatoUy pUepayPent Xpon FeUtain eYents).

The $%/ 5eYolYeU inFlXGes liPitations on oXU ability to boUUoZ in FeUtain sitXations� inFlXGing liPitations
baseG on the FalFXlation of a boUUoZing FapaFity anG fXUtheU liPitations that aUe tUiggeUeG if the aPoXnt aYailable to
boUUoZ XnGeU the $%/ 5eYolYeU is less than ��.� Pillion. The boUUoZing FapaFity UepUesents the net aYailability XnGeU
the $%/ 5eYolYeU anG is FalFXlateG as the lesseU of a) the total of FeUtain eligible assets� inFlXGing Fash� aFFoXnts
UeFeiYable anG inYentoUies� fXUtheU UeGXFeG by stateG FontUibXtion peUFentages anG aGMXstPents oU b) the ���.� Pillion of
aYailable boUUoZing FapaFity XnGeU the $%/ 5eYolYeU (³%oUUoZing %ase´). The %oUUoZing %ase is fXUtheU UeGXFeG by
FUeGit line UeseUYes� letteUs of FUeGit� as Zell as the loan leGgeU balanFe oXtstanGing on the $%/ 5eYolYeU. $GGitionally�
FoPPenFing Zith the Ponth iPPeGiately folloZing a Gate on ZhiFh boUUoZing FapaFity is beloZ ��.� Pillion anG Xntil
sXFh tiPe that boUUoZing FapaFity eTXals oU e[FeeGs ��.� Pillion foU �� FonseFXtiYe Gays� Ze PXst Paintain a fi[eG
FhaUge FoYeUage Uatio (as GefineG in the &UeGit $gUeePent foU the $%/ 5eYolYeU) gUeateU than �.��� FalFXlateG foU the
tUailing �� Ponths in oUGeU to boUUoZ XnGeU the $%/ 5eYolYeU.
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2n 0aUFh ��� ����� Ze FoPpleteG a pUiYate offeUing of ����.� Pillion aggUegate pUinFipal aPoXnt of the 6enioU
1otes anG UelateG gXaUantees at an issXe pUiFe of ����. The 6enioU 1otes beaU inteUest at a Uate of �.���� peU annXP anG
PatXUe on 0aUFh ��� ����. ,nteUest is payable on the 6enioU 1otes on 0aUFh �� anG 6eptePbeU �� of eaFh yeaU.

$s peUPitteG by the inGentXUe goYeUning the 6enioU 1otes� the &oPpany Pay fUoP tiPe to tiPe UepXUFhase
soPe oU all of the 6enioU 1otes in open PaUket tUansaFtions� in pUiYately negotiateG tUansaFtions oU otheUZise. 3UioU to
0aUFh ��� ����� the &oPpany Pay also UeGeeP soPe oU all of the 6enioU 1otes at a ³Pake�Zhole´ UeGePption pUiFe�
anG on oU afteU 0aUFh ��� ����� the &oPpany Pay UeGeeP soPe oU all of the 6enioU 1otes at a UeGePption pUiFe initially
set at ���.���� of the pUinFipal aPoXnt of the notes to be UeGeePeG� anG UeGXFing oYeU tiPe to ����� in eaFh Fase plXs
aFFUXeG anG XnpaiG inteUest. $GGitionally� pUioU to 0aUFh ��� ����� the &oPpany Pay UeGeeP� on one oU PoUe
oFFasions� Xp to ��� of the aggUegate pUinFipal aPoXnt of the 6enioU 1otes Zith the pUoFeeGs of FeUtain eTXity offeUings�
at a UeGePption pUiFe eTXal to ���.���� of the pUinFipal aPoXnt of the notes to be UeGeePeG� plXs aFFUXeG anG XnpaiG
inteUest. )XUtheUPoUe� pUioU to 0aUFh ��� ����� bXt not PoUe than onFe GXUing eaFh FonseFXtiYe tZelYe�Ponth peUioG� the
&oPpany Pay also UeGeeP Xp to ��� of the aggUegate pUinFipal aPoXnt of the 6enioU 1otes at a UeGePption pUiFe eTXal
to ���� of the pUinFipal aPoXnt of the notes being UeGeePeG� plXs aFFUXeG anG XnpaiG inteUest. The tiPing anG aPoXnt
of any sXFh UeGePptions oU UepXUFhases Zill GepenG Xpon PaUket FonGitions� FontUaFtXal FoPPitPents� the &oPpany¶s
Fapital neeGs anG otheU faFtoUs.

The &oPpany has obligations to Pake an offeU to Uepay the 6enioU 1otes� UeTXiUing pUepayPent in aGYanFe of
the PatXUity Gate� Xpon the oFFXUUenFe of FeUtain eYents inFlXGing a Fhange of FontUol� FeUtain asset sales anG baseG on an
annXal e[Fess Fash floZ FalFXlation. The annXal e[Fess Fash floZ FalFXlation is GeteUPineG pXUsXant to the teUPs of the
UelateG inGentXUe� Zith any UeTXiUeG payPents to be PaGe afteU the issXanFe of the &oPpany¶s annXal finanFial
statePents. 1o sXFh payPent Zas UeTXiUeG baseG on the &oPpany¶s ���� opeUating UesXlts.

2n 0aUFh ��� ����� Ze XseG the aYailable boUUoZing FapaFity XnGeU the $%/ 5eYolYeU to fXnG the UeGePption
of ���.� Pillion aggUegate pUinFipal aPoXnt of the 6enioU 1otes at a UeGePption pUiFe eTXal to ���� of the pUinFipal
aPoXnt theUeof plXs aFFUXeG anG XnpaiG inteUest theUeon to the UeGePption Gate.

2n 'eFePbeU ��� ���� the &oPpany XseG Fash on hanG to fXnG the pXUFhase of ��.� Pillion aggUegate
pUinFipal aPoXnt of the 6enioU 1otes at a pXUFhase pUiFe eTXal to ��.��� of the pUinFipal aPoXnt theUeof plXs aFFUXeG
anG XnpaiG inteUest theUeon to the pXUFhase Gate.

$s of 'eFePbeU ��� ����� the &oPpany haG ����.� Pillion aggUegate pUinFipal aPoXnt oXtstanGing on the
6enioU 1otes anG ��.� Pillion in $%/ 5eYolYeU boUUoZings oXtstanGing� plXs aFFUXeG anG XnpaiG inteUest. 

,n FonneFtion Zith the issXanFe of the 6enioU 1otes anG entUy into the $%/ 5eYolYeU� Ze teUPinateG oXU
pUeYioXs 6enioU &UeGit )aFility anG pUeYioXs )iUst /ien TeUP /oan. 1et pUoFeeGs fUoP the 6enioU 1otes� togetheU Zith
Fash on hanG anG initial boUUoZings of ���.� Pillion XnGeU the $%/ 5eYolYeU� ZeUe XseG to pay in fXll anG teUPinate the
6enioU &UeGit )aFility anG )iUst /ien TeUP /oan on 0aUFh ��� ����� anG to pay UelateG fees anG e[penses. 'XUing the
thUee Ponths enGeG 0aUFh ��� ����� pUioU to the teUPination of the )iUst /ien TeUP /oan� Ze paiG an e[Fess fUee Fash
floZ balanFe of ��.� Pillion pXUsXant to the teUPs of the 6enioU &UeGit )aFility anG the )iUst /ien TeUP /oan. 

Operating Activities

&ash pUoYiGeG by opeUating aFtiYities foU the yeaU enGeG 'eFePbeU ��� ���� Zas ���.� Pillion FoPpaUeG to
Fash pUoYiGeG by opeUating aFtiYities of ���.� Pillion foU the yeaU enGeG 'eFePbeU ��� ����. &ash geneUateG fUoP
eaUnings foU the yeaU enGeG 'eFePbeU ��� ���� Zas paUtially offset by ZoUking Fapital inFUeases� inFlXGing an inFUease
in aFFoXnts UeFeiYable of ���.� Pillion GXe to higheU net sales anG an inFUease in inYentoUies of ���.� Pillion to help
Pitigate sXpply�Fhain FonstUaints. &ash pUoYiGeG by opeUating aFtiYities GXUing the yeaU enGeG 'eFePbeU ��� ����
benefiteG fUoP the FolleFtion of ��.� Pillion of inFoPe ta[ UefXnGs.

Investing Activities 

&ash XseG in inYesting aFtiYities foU the yeaU enGeG 'eFePbeU ��� ���� Zas ���.� Pillion� FoPpaUeG to ��.�
Pillion GXUing the yeaU enGeG 'eFePbeU ��� ����. &ash XseG in inYesting aFtiYities Zas UelateG pUiPaUily to Fapital
e[penGitXUes� inFlXGing inYestPents to sXppoUt the bXsiness� sXFh as PaFhineUy anG infoUPation teFhnology eTXipPent.
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$s pUesenteG in oXU sXpplePental GisFlosXUes of non�Fash infoUPation on the statePent of Fash floZs� finanFe leases
ZeUe e[eFXteG foU the aFTXisition of Uight�of�Xse PaFhineUy anG eTXipPent assets totaling ��.� Pillion GXUing the yeaU
enGeG 'eFePbeU ��� ����� FoPpaUeG to ��.� Pillion GXUing the yeaU enGeG 'eFePbeU ��� ����.

Financing Activities

'XUing the yeaU enGeG 'eFePbeU ��� ����� Fash XseG in finanFing aFtiYities Zas ���.� Pillion. :e UetiUeG
���.� Pillion aggUegate pUinFipal aPoXnt of 6enioU 1otes in ����� net of GisFoXnt� paiG ��.� Pillion of pUinFipal on
finanFing leases� anG UeFeiYeG ��.� Pillion XnGeU finanFing leases GXUing the yeaU enGeG 'eFePbeU ��� ����. 1et
pUoFeeGs fUoP the $%/ 5eYolYeU ZeUe ��.� Pillion. :e also paiG ��.� Pillion in Gebt UelateG Fosts.  

'XUing the yeaU enGeG 'eFePbeU ��� ����� Fash XseG in finanFing aFtiYities Zas ���.� Pillion. 3UoFeeGs fUoP
the 6enioU 1otes anG $%/ 5eYolYeU� net of GisFoXnt� ZeUe ����.� Pillion anG ���.� Pillion� UespeFtiYely. :e paiG ��.�
Pillion of Gebt issXanFe Fosts anG ��.� Pillion of Gebt e[tingXishPent Fosts� ZhiFh inFlXGeG an eaUly teUPination ³Pake�
Zhole´ inteUest pUePiXP of ��.� Pillion on the 6enioU &UeGit )aFility. :e XseG pUoFeeGs fUoP the 6enioU 1otes anG
initial boUUoZings XnGeU the $%/ 5eYolYeU� plXs Fash on hanG� to pay in fXll anG teUPinate the 6enioU &UeGit )aFility
balanFe of ���.� Pillion anG the )iUst /ien TeUP /oan balanFe of ����.� Pillion on 0aUFh ��� ����. 3UioU to the
teUPination of the )iUst /ien TeUP /oan� Ze paiG an e[Fess fUee Fash floZ balanFe of ��.� Pillion pXUsXant to the teUPs
of the 6enioU &UeGit )aFility anG )iUst /ien TeUP /oan. :e paiG ��.� Pillion of pUinFipal on finanFing leases GXUing the
yeaU enGeG 'eFePbeU ��� ����.

 
'XUing the seFonG TXaUteU of ����� Ze XseG ���.� Pillion of Fash on hanG to pay GoZn the $%/ 5eYolYeU to

]eUo anG haG no boUUoZings oXtstanGing theUeXnGeU as of 'eFePbeU ��� ����.

Working Capital

2XU ZoUking Fapital as of 'eFePbeU ��� ���� Zas ���.� Pillion� FoPpaUeG to ���.� Pillion as of 'eFePbeU ���
����. The inFUease in oXU ZoUking Fapital GXUing the yeaU enGeG 'eFePbeU ��� ���� Zas pUiPaUily GXe to an inFUease in
aFFoXnts UeFeiYable of ���.� Pillion anG inFUeaseG inYentoUies of ���.� Pillion� paUtially offset by a GeFUease in Fash of
��.� Pillion as GesFUibeG aboYe. 2XU ZoUking Fapital neeGs aUe typiFally highest in the fiUst anG thiUG TXaUteUs GXe to the
tiPing of payPents foU ePployee inFentiYes anG inteUest on oXtstanGing boUUoZings. The PaMoUity of oXU inteUest
payPents aUe GXe in the fiUst anG thiUG TXaUteUs.

0DtHUiDO CDVh RHTXiUHPHQtV

2XU PateUial Fash UeTXiUePents inFlXGe inteUest payPents on oXU long�teUP Gebt� opeUating anG finanFe lease
payPents� anG pXUFhase obligations to sXppoUt oXU opeUations.

Debt Service Requirements

$s of 'eFePbeU ��� ����� the total pUoMeFteG pUinFipal anG inteUest payPents on oXU boUUoZings ZeUe ����.�
Pillion� pUiPaUily UelateG to the 6enioU 1otes� of ZhiFh ���.� Pillion of inteUest is e[peFteG to be paiG in the ne[t ��
Ponths. The UePaining inteUest payPents aUe e[peFteG to be paiG oYeU the UePaining teUP of the 6enioU 1otes� ZhiFh
PatXUe in ����� anG the pUinFipal is GXe Xpon PatXUity. :e haYe estiPateG oXU fXtXUe inteUest payPents assXPing no
aGGitional boUUoZings XnGeU the $%/ 5eYolYeU� no eaUly UeGePptions of pUinFipal on the 6enioU 1otes� no eaUly
YolXntaUy oU UeTXiUeG UepayPent of the boUUoZings XnGeU the $%/ 5eYolYeU Zithin the ne[t tZelYe Ponths� anG no Gebt
issXanFes oU UeneZals Xpon the PatXUity Gates of oXU notes. +oZeYeU� Ze Pay boUUoZ aGGitional aPoXnts XnGeU the $%/
5eYolYeU� UeGeeP pUinFipal on the 6enioU 1otes eaUly oU UefinanFe all oU a poUtion of oXU boUUoZings in fXtXUe peUioGs.

Leases

:e lease Ueal pUopeUty foU pUoGXFtion anG seUYiFes� in aGGition to eTXipPent. 5efeU to 3aUt ,,� ,teP �� )inanFial
6tatePents anG 6XpplePental 'ata� 1ote �� ³)inanFing anG 2peUating /eases´ foU Getails on oXU leasing aUUangePents�
inFlXGing fXtXUe PatXUities of oXU opeUating lease liabilities.
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Purchase Obligations

$ pXUFhase obligation is an agUeePent to pXUFhase gooGs oU seUYiFes that is enfoUFeable� legally binGing� anG
speFifies all signifiFant teUPs. $s of 'eFePbeU ��� ����� Ze haG appUo[iPately ����.� Pillion of oXtstanGing pXUFhase
obligations� of ZhiFh appUo[iPately ���.� Pillion is e[peFteG to be paiG in the ne[t �� Ponths.

,nFlXGeG in the aboYe aPoXnts� GXUing ����� the &oPpany enteUeG into a FapaFity UeseUYation agUeePent Zith
one of the &oPpany¶s Fhip sXpplieUs to UeseUYe pUoGXFtion sXpply FapaFity GXe to the FXUUent global sXpply shoUtage
enYiUonPent. 8nGeU the agUeePent� Ze agUeeG to pay FeUtain fees in e[Fhange foU the sXpplieU¶s FoPPitPent to UeseUYe
FapaFity to pUoGXFe a set TXantity of Fhips fUoP ���� thUoXgh ����� sXbMeFt to FeUtain FonGitions� anG the &oPpany has
FoPPitteG to pXUFhase those Fhips. The total YalXe of the PiniPXP non�FanFellable FoPPitPent is ����.� Pillion oYeU
the teUP of the agUeePent� ���.� Pillion of ZhiFh is e[peFteG to be paiG in the ne[t �� Ponths. ,n the eYent that the
sXpplieU is Xnable to GeliYeU the speFifieG TXantity of Fhips� it Zill be sXbMeFt to liTXiGateG GaPages of ��� of the pUiFe
of any non�GeliYeUeG pUoGXFts.

C\FOiFDO DQG SHDVRQDO NDtXUH RI BXViQHVV

)inanFial 3ayPent &aUGs aUe geneUally inflXenFeG by bUoaGeU FyFliFal Fhanges in the eFonoPy� Zith eFonoPiF
GoZntXUns potentially UesXlting in GeFUeases in the GePanG foU oXU pUoGXFts anG seUYiFes anG eFonoPiF XptXUns
potentially UesXlting in inFUeases in GePanG. ,n paUtiFXlaU� pUolongeG eFonoPiF GoZntXUns typiFally haYe UesXlteG in
signifiFant UeGXFtions in the GePanG foU geneUal pXUpose FUeGit FaUGs GXe to tightening FUeGit FonGitions. 2XU net sales
aUe also inflXenFeG by Fhanges in FXstoPeU behaYioU sXFh as alteUing inYentoUy PanagePent pUaFtiFes� )inanFial
3ayPent &aUG UeneZal FyFles anG GePanG foU neZ pUoGXFts� sXFh as FontaFtless FaUGs. $GGitionally� Ze histoUiFally haYe
geneUateG higheU net sales in the thiUG anG foXUth TXaUteUs of the yeaU� as oXU sales of 3UepaiG 'ebit &aUG solXtions aUe
PoUe heaYily ZeighteG toZaUG the seFonG half of the yeaU Zhen FonsXPeUs tenG to pXUFhase PoUe of these pUoGXFts anG
seUYiFes in antiFipation of the holiGay season in the 8niteG 6tates anG tiPing UelateG to the pUoGXFtion of health insXUanFe
anG health saYings aFFoXnt FaUGs.

CUitiFDO AFFRXQtiQJ PROiFiHV DQG EVtiPDtHV

2XU PanagePent¶s GisFXssion anG analysis of finanFial FonGition anG UesXlts of opeUations is baseG on oXU
FonsoliGateG finanFial statePents ZhiFh haYe been pUepaUeG in aFFoUGanFe Zith aFFoXnting pUinFiples geneUally aFFepteG
in the 8niteG 6tates of $PeUiFa. ,n pUepaUing oXU finanFial statePents� Ze Pake estiPates� assXPptions anG MXGgPents
that Fan haYe a signifiFant iPpaFt on oXU UepoUteG net sales� UesXlts of opeUations anG net inFoPe� as Zell as on the YalXe
of FeUtain assets anG liabilities on oXU balanFe sheet GXUing anG as of the UepoUting peUioGs. These estiPates� assXPptions
anG MXGgPents aUe neFessaUy beFaXse fXtXUe eYents anG theiU effeFts on oXU UesXlts anG the YalXe of oXU assets Fannot be
GeteUPineG Zith FeUtainty anG aUe PaGe baseG on oXU histoUiFal e[peUienFe anG on otheU assXPptions that Ze belieYe to
be Ueasonable XnGeU the FiUFXPstanFes. These estiPates Pay Fhange as neZ eYents oFFXU oU aGGitional infoUPation is
obtaineG� anG Ze Pay peUioGiFally be faFeG Zith XnFeUtainties� the oXtFoPes of ZhiFh aUe not Zithin oXU FontUol anG Pay
not be knoZn foU a pUolongeG peUioG of tiPe. %eFaXse the Xse of estiPates is inheUent in the finanFial UepoUting pUoFess�
aFtXal UesXlts FoXlG GiffeU fUoP those estiPates.

Revenue Recognition

Products Net Sales: �3UoGXFts´ net sales aUe UeFogni]eG Zhen obligations XnGeU the teUPs of a FontUaFt Zith a
FXstoPeU aUe satisfieG. ,n Post instanFes� this oFFXUs oYeU tiPe as FaUGs aUe pUoGXFeG foU speFifiF FXstoPeUs anG haYe no
alteUnatiYe Xse anG the &oPpany has an enfoUFeable Uight to payPent foU ZoUk peUfoUPeG. )oU ZoUk peUfoUPeG bXt not
FoPpleteG anG XnbilleG� Ze estiPate net sales by taking aFtXal Fosts inFXUUeG anG applying histoUiFal PaUgins foU siPilaU
types of FontUaFts. 0aUgins aFUoss eaFh bXsiness Zith siPilaU FontUaFts haYe been UelatiYely Fonsistent anG Ze haYe not
PaGe Fhanges to oXU PethoGs anG assXPptions GXUing ����. ,tePs inFlXGeG in ³3UoGXFts´ net sales aUe pUoGXFeG
)inanFial 3ayPent &aUGs� inFlXGing FontaFt�(09� FontaFtless (09� 6eFonG :aYe� FontaFtless anG PagnetiF stUipe
FaUGs� pUiYate label FUeGit FaUGs anG Uetail gift FaUGs. &aUG#2nFe pUinteUs anG FonsXPables aUe also inFlXGeG in
³3UoGXFts´ net sales� anG theiU assoFiateG UeYenXes aUe UeFogni]eG at the tiPe of shipping.

Services Net Sales: 1et sales aUe UeFogni]eG foU ³6eUYiFes´ as the seUYiFes aUe peUfoUPeG. ,tePs inFlXGeG in
³6eUYiFes´ net sales inFlXGe the peUsonali]ation anG fXlfillPent of )inanFial 3ayPent &aUGs� pUoYiGing taPpeU�eYiGent
seFXUe paFkaging anG fXlfillPent seUYiFes to 3UepaiG 'ebit &aUG pUogUaP PanageUs� anG 6aa6 peUsonali]ation of instant
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issXanFe Gebit anG FUeGit FaUGs. )oU ZoUk peUfoUPeG bXt not FoPpleteG anG billeG� Ze estiPate UeYenXe by taking aFtXal
Fosts inFXUUeG anG applying histoUiFal PaUgins foU siPilaU types of FontUaFts. 0aUgins aFUoss eaFh bXsiness Zith siPilaU
FontUaFts haYe been UelatiYely Fonsistent anG Ze haYe not PaGe Fhanges to oXU PethoGs anG assXPptions GXUing ����.

Customer Contracts: The &oPpany often enteUs into 0asteU 6eUYiFes $gUeePents (³06$s´) Zith its
FXstoPeUs. *eneUally� enfoUFeable Uights anG obligations foU gooGs anG seUYiFes oFFXU only Zhen a FXstoPeU plaFes a
pXUFhase oUGeU oU statePent of ZoUk to obtain gooGs oU seUYiFes XnGeU an 06$. 8sXally oXU FontUaFtXal aUUangePents
inFlXGe neitheU e[FlXsiYity FlaXses noU FoPPitPents fUoP oXU FXstoPeUs to oUGeU any giYen TXantities of pUoGXFts on a
PeGiXP oU long�teUP basis. The FontUaFt teUP as GefineG by $6& ���� Revenue from Contracts with Customers� is the
length of tiPe it takes to GeliYeU the gooGs oU seUYiFes pUoPiseG XnGeU the pXUFhase oUGeU oU statePent of ZoUk. $s sXFh�
the &oPpany
s FontUaFts aUe geneUally FonsiGeUeG shoUt teUP in natXUe.

Income Taxes

:e aUe sXbMeFt to inFoPe ta[es in the 8niteG 6tates anG FeUtain foUeign MXUisGiFtions. 6ignifiFant MXGgPent is
UeTXiUeG in eYalXating oXU ta[ positions anG GeteUPining oXU pUoYision foU inFoPe ta[es. 'efeUUeG inFoPe ta[ assets anG
liabilities aUe FoPpXteG annXally foU GiffeUenFes betZeen the finanFial statePent anG ta[ bases of assets anG liabilities
that Zill UesXlt in ta[able oU GeGXFtible aPoXnts in the fXtXUe baseG on enaFteG ta[ laZs anG Uates appliFable to the
peUioGs in ZhiFh the GiffeUenFes aUe e[peFteG to affeFt ta[able inFoPe.

The &oPpany has GefeUUeG ta[ assets anG liabilities anG Paintains YalXation alloZanFes ZheUe it is PoUe likely
than not that all oU a poUtion of GefeUUeG ta[ assets Zill not be Ueali]eG. 6ignifiFant MXGgPent is UeTXiUeG in GeteUPining
any YalXation alloZanFe UeFoUGeG against GefeUUeG ta[ assets. The GeteUPination of the aPoXnt of YalXation alloZanFe to
be pUoYiGeG on UeFoUGeG GefeUUeG ta[ assets inYolYes FonsiGeUation of estiPates UegaUGing the tiPing anG aPoXnt of the
UeYeUsal of ta[able tePpoUaUy GiffeUenFes� e[peFteG fXtXUe ta[able inFoPe� anG the iPpaFt of ta[ planning
stUategies. &hanges in the UeleYant faFts Fan signifiFantly iPpaFt the MXGgPent oU neeG foU YalXation alloZanFes. ,n the
eYent Ze Fhange oXU GeteUPination as to the aPoXnt of GefeUUeG ta[ assets that Fan be Ueali]eG� Ze Zill aGMXst oXU
YalXation alloZanFe Zith a FoUUesponGing iPpaFt to the pUoYision foU inFoPe ta[es in the peUioG in ZhiFh sXFh
GeteUPination is PaGe. 

'XUing the oUGinaUy FoXUse of bXsiness� theUe aUe tUansaFtions anG FalFXlations foU ZhiFh the XltiPate ta[
GeteUPination is XnFeUtain. The FoPpany is UeTXiUeG to Pake estiPates UegaUGing fXtXUe FoPpensation foU FoYeUeG
inGiYiGXals to GeteUPine the YalXe of its GefeUUeG ta[ asset UelateG to the fXtXUe GeGXFtibility of e[eFXtiYe stoFk
FoPpensation ZhiFh also UeTXiUes signifiFant MXGgPent. :e also establish UeseUYes foU ta[�UelateG XnFeUtainties baseG on
estiPates of ZhetheU� anG the e[tent to ZhiFh� aGGitional ta[es Zill be GXe. The UeseUYes aUe establisheG Zhen Ze belieYe
that FeUtain positions aUe likely to be FhallengeG anG Pay not be fXlly sXstaineG on UeYieZ by ta[ aXthoUities. :e aGMXst
these UeseUYes in light of Fhanging faFts anG FiUFXPstanFes� sXFh as the Flosing of a ta[ aXGit oU UefinePent of an
estiPate. $lthoXgh Ze belieYe oXU UeseUYes aUe Ueasonable� no assXUanFe Fan be giYen that the final oXtFoPe of these
PatteUs Zill be Fonsistent Zith Zhat is UefleFteG in oXU histoUiFal inFoPe ta[ pUoYisions anG aFFUXals. To the e[tent that
the final ta[ oXtFoPe of these PatteUs is GiffeUent fUoP the aPoXnts UeFoUGeG� sXFh GiffeUenFes Zill iPpaFt the FXUUent
pUoYision foU inFoPe ta[es. :e UeFogni]e inteUest anG penalties UelateG to XnUeFogni]eG ta[ benefits as a FoPponent of
inFoPe ta[ e[pense.

The &oPpany¶s YalXation alloZanFe UeFoUGeG as of 'eFePbeU ��� ���� Uelates pUiPaUily to a Fapital loss
Ueali]eG on the sale of a foUeign sXbsiGiaUy ZheUeby the &oPpany Goes not antiFipate a Fapital gain in the foUeseeable
fXtXUe that ZoXlG alloZ foU the UeFognition of the Fapital loss FaUUyoYeU. ,n aGGition� the &oPpany has a paUtial YalXation
alloZanFe on FeUtain state inteUest GeGXFtion liPitations� ZhiFh the &oPpany estiPates Pay not be fXlly Xtili]eG.
$GGitionally� otheU Fhanges to the feGeUal anG state ta[ UegXlations Fan leaG to YaUiability in alloZable GeGXFtions� ZhiFh
Fan iPpaFt the &oPpany¶s YalXation alloZanFe.

RHFHQt AFFRXQtiQJ PURQRXQFHPHQtV

5efeU to 3aUt ,,� ,teP �� Financial Statements and Supplementary Data� 1ote �� ³6XPPaUy of 6ignifiFant
$FFoXnting 3oliFies´ foU a GisFXssion of UeFent aFFoXnting pUonoXnFePents.

ItHP �A. Quantitative and Qualitative Disclosures about Market Risk

1ot UeTXiUeG GXe to sPalleU UepoUting FoPpany statXs.
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RHSRUt RI IQGHSHQGHQt RHJiVtHUHG PXbOiF AFFRXQtiQJ FiUP

To the 6toFkholGeUs anG %oaUG of 'iUeFtoUs
&3, &aUG *UoXp ,nF.�

Opinion on the Consolidated Financial Statements

:e haYe aXGiteG the aFFoPpanying FonsoliGateG balanFe sheets of &3, &aUG *UoXp ,nF. anG sXbsiGiaUies (the &oPpany)
as of 'eFePbeU ��� ���� anG ����� the UelateG FonsoliGateG statePents of opeUations anG FoPpUehensiYe inFoPe�
stoFkholGeUs¶ GefiFit� anG Fash floZs foU eaFh of the yeaUs in the tZo�yeaU peUioG enGeG 'eFePbeU ��� ����� anG the
UelateG notes (FolleFtiYely� the FonsoliGateG finanFial statePents). ,n oXU opinion� the FonsoliGateG finanFial statePents
pUesent faiUly� in all PateUial UespeFts� the finanFial position of the &oPpany as of 'eFePbeU ��� ���� anG ����� anG the
UesXlts of its opeUations anG its Fash floZs foU eaFh of the yeaUs in the tZo�yeaU peUioG enGeG 'eFePbeU ��� ����� in
FonfoUPity Zith 8.6. geneUally aFFepteG aFFoXnting pUinFiples.

:e also haYe aXGiteG� in aFFoUGanFe Zith the stanGaUGs of the 3XbliF &oPpany $FFoXnting 2YeUsight %oaUG (8niteG
6tates) (3&$2%)� the &oPpany¶s inteUnal FontUol oYeU finanFial UepoUting as of 'eFePbeU ��� ����� baseG on FUiteUia
establisheG in Internal Control � Integrated Framework (2013) issXeG by the &oPPittee of 6ponsoUing 2Ugani]ations of
the TUeaGZay &oPPission� anG oXU UepoUt GateG 0aUFh �� ���� e[pUesseG an XnTXalifieG opinion on the effeFtiYeness of
the &oPpany¶s inteUnal FontUol oYeU finanFial UepoUting.

Basis for Opinion

These FonsoliGateG finanFial statePents aUe the Uesponsibility of the &oPpany¶s PanagePent. 2XU Uesponsibility is to
e[pUess an opinion on these FonsoliGateG finanFial statePents baseG on oXU aXGits. :e aUe a pXbliF aFFoXnting fiUP
UegisteUeG Zith the 3&$2% anG aUe UeTXiUeG to be inGepenGent Zith UespeFt to the &oPpany in aFFoUGanFe Zith the 8.6.
feGeUal seFXUities laZs anG the appliFable UXles anG UegXlations of the 6eFXUities anG ([Fhange &oPPission anG the
3&$2%.

:e FonGXFteG oXU aXGits in aFFoUGanFe Zith the stanGaUGs of the 3&$2%. Those stanGaUGs UeTXiUe that Ze plan anG
peUfoUP the aXGit to obtain Ueasonable assXUanFe aboXt ZhetheU the FonsoliGateG finanFial statePents aUe fUee of PateUial
PisstatePent� ZhetheU GXe to eUUoU oU fUaXG. 2XU aXGits inFlXGeG peUfoUPing pUoFeGXUes to assess the Uisks of PateUial
PisstatePent of the FonsoliGateG finanFial statePents� ZhetheU GXe to eUUoU oU fUaXG� anG peUfoUPing pUoFeGXUes that
UesponG to those Uisks. 6XFh pUoFeGXUes inFlXGeG e[aPining� on a test basis� eYiGenFe UegaUGing the aPoXnts anG
GisFlosXUes in the FonsoliGateG finanFial statePents. 2XU aXGits also inFlXGeG eYalXating the aFFoXnting pUinFiples XseG
anG signifiFant estiPates PaGe by PanagePent� as Zell as eYalXating the oYeUall pUesentation of the FonsoliGateG
finanFial statePents. :e belieYe that oXU aXGits pUoYiGe a Ueasonable basis foU oXU opinion.

Critical Audit Matter

The FUitiFal aXGit PatteU FoPPXniFateG beloZ is a PatteU aUising fUoP the FXUUent peUioG aXGit of the FonsoliGateG
finanFial statePents that Zas FoPPXniFateG oU UeTXiUeG to be FoPPXniFateG to the aXGit FoPPittee anG that� (�) Uelates
to aFFoXnts oU GisFlosXUes that aUe PateUial to the FonsoliGateG finanFial statePents anG (�) inYolYeG oXU espeFially
Fhallenging� sXbMeFtiYe� oU FoPple[ MXGgPents. The FoPPXniFation of a FUitiFal aXGit PatteU Goes not alteU in any Zay
oXU opinion on the FonsoliGateG finanFial statePents� taken as a Zhole� anG Ze aUe not� by FoPPXniFating the FUitiFal
aXGit PatteU beloZ� pUoYiGing a sepaUate opinion on the FUitiFal aXGit PatteU oU on the aFFoXnts oU GisFlosXUes to ZhiFh it
Uelates.

Non-deductible excess compensation under IRC Section 162(m)

$s GisFXsseG in 1ote �� to the FonsoliGateG finanFial statePents� the &oPpany has UeFoUGeG FoPpensation foU
FeUtain FoYeUeG ePployees in e[Fess of ��.� Pillion peU yeaU. 8nGeU ,nteUnal 5eYenXe &oGe (,5&) 6eFtion ���(P)�
the &oPpany is pUohibiteG fUoP GeGXFting foU ta[ pXUposes FoPpensation in e[Fess of ��.� Pillion peU yeaU foU eaFh
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of these ePployees. The FoYeUeG ePployees aUe GefineG as the &hief ([eFXtiYe 2ffiFeU (&(2)� &hief )inanFial
2ffiFeU (&)2)� anG the thUee ne[t�highest�FoPpensateG offiFeUs of the &oPpany. The &oPpany FonsiGeUs the
iPpaFt of the estiPateG ,5& 6eFtion ���(P) liPitations on the fXtXUe GeGXFtibility of e[isting tePpoUaUy GiffeUenFes.

:e iGentifieG the eYalXation of the &oPpany¶s assessPent of non�GeGXFtible e[Fess FoPpensation XnGeU ,5&
6eFtion ���(P) as a FUitiFal aXGit PatteU. 6peFifiFally� the eYalXation of the estiPateG fXtXUe FoPpensation foU eaFh
FoYeUeG ePployee XseG to GeteUPine the aPoXnt of peUPanently GisalloZeG FoPpensation XnGeU ,5& 6eFtion
���(P) inYolYeG sXbMeFtiYe aXGitoU MXGgPent. ,n aGGition� the eYalXation UeTXiUeG the inYolYePent of ta[
pUofessionals Zith speFiali]eG skills anG knoZleGge.

The folloZing aUe the pUiPaUy pUoFeGXUes Ze peUfoUPeG to aGGUess this FUitiFal aXGit PatteU. :e eYalXateG the
Gesign anG testeG the opeUating effeFtiYeness of FeUtain inteUnal FontUols UelateG to the &oPpany¶s inFoPe ta[
pUoFess� inFlXGing a FontUol UelateG to estiPating fXtXUe FoPpensation foU eaFh FoYeUeG ePployee. :e eYalXateG the
Ueasonableness of estiPateG fXtXUe FoPpensation inFlXGeG in the &oPpany¶s assessPent by FonsiGeUing histoUiFal
FoPpensation figXUes foU eaFh FoYeUeG ePployee anG the potential iPpaFt to the 6eFtion ���(P) liPitation if
FoPpensation inFUeaseG oU GeFUeaseG in fXtXUe yeaUs. :e inYolYeG ta[ pUofessionals Zith speFiali]eG skills anG
knoZleGge Zho assisteG in eYalXating the &oPpany¶s appliFation of ,5& 6eFtion ���(P) to GeteUPine the aPoXnt of
peUPanently GisalloZeG FoPpensation XnGeU ,5& 6eFtion ���(P) foU 8niteG 6tates ta[ pXUposes.

�s� .30* //3

:e haYe seUYeG as the &oPpany¶s aXGitoU sinFe ����.

'enYeU� &oloUaGo
0aUFh �� ����
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RHSRUt RI IQGHSHQGHQt RHJiVtHUHG PXbOiF AFFRXQtiQJ FiUP

To the 6toFkholGeUs anG %oaUG of 'iUeFtoUs
&3, &aUG *UoXp ,nF.�

Opinion on Internal Control Over Financial Reporting

:e haYe aXGiteG &3, &aUG *UoXp ,nF. anG sXbsiGiaUies
 (the &oPpany) inteUnal FontUol oYeU finanFial UepoUting as of
'eFePbeU ��� ����� baseG on FUiteUia establisheG in Internal Control � Integrated Framework (2013) issXeG by the
&oPPittee of 6ponsoUing 2Ugani]ations of the TUeaGZay &oPPission. ,n oXU opinion� the &oPpany PaintaineG� in all
PateUial UespeFts� effeFtiYe inteUnal FontUol oYeU finanFial UepoUting as of 'eFePbeU ��� ����� baseG on FUiteUia
establisheG in Internal Control � Integrated Framework (2013) issXeG by the &oPPittee of 6ponsoUing 2Ugani]ations of
the TUeaGZay &oPPission.

:e also haYe aXGiteG� in aFFoUGanFe Zith the stanGaUGs of the 3XbliF &oPpany $FFoXnting 2YeUsight %oaUG (8niteG
6tates) (3&$2%)� the FonsoliGateG balanFe sheets of the &oPpany as of 'eFePbeU ��� ���� anG 'eFePbeU ��� ����� the
UelateG FonsoliGateG statePents of opeUations anG FoPpUehensiYe inFoPe� stoFkholGeUs¶ GefiFit� anG Fash floZs foU the
yeaUs then enGeG� anG the UelateG notes (FolleFtiYely� the FonsoliGateG finanFial statePents)� anG oXU UepoUt GateG
0aUFh �� ���� e[pUesseG an XnTXalifieG opinion on those FonsoliGateG finanFial statePents.

Basis for Opinion

The &oPpany¶s PanagePent is Uesponsible foU Paintaining effeFtiYe inteUnal FontUol oYeU finanFial UepoUting anG foU its
assessPent of the effeFtiYeness of inteUnal FontUol oYeU finanFial UepoUting� inFlXGeG in the aFFoPpanying 0anagePent
s
5epoUt on ,nteUnal &ontUol 2YeU )inanFial 5epoUting. 2XU Uesponsibility is to e[pUess an opinion on the &oPpany¶s
inteUnal FontUol oYeU finanFial UepoUting baseG on oXU aXGit. :e aUe a pXbliF aFFoXnting fiUP UegisteUeG Zith the 3&$2%
anG aUe UeTXiUeG to be inGepenGent Zith UespeFt to the &oPpany in aFFoUGanFe Zith the 8.6. feGeUal seFXUities laZs anG
the appliFable UXles anG UegXlations of the 6eFXUities anG ([Fhange &oPPission anG the 3&$2%.

:e FonGXFteG oXU aXGit in aFFoUGanFe Zith the stanGaUGs of the 3&$2%. Those stanGaUGs UeTXiUe that Ze plan anG
peUfoUP the aXGit to obtain Ueasonable assXUanFe aboXt ZhetheU effeFtiYe inteUnal FontUol oYeU finanFial UepoUting Zas
PaintaineG in all PateUial UespeFts. 2XU aXGit of inteUnal FontUol oYeU finanFial UepoUting inFlXGeG obtaining an
XnGeUstanGing of inteUnal FontUol oYeU finanFial UepoUting� assessing the Uisk that a PateUial Zeakness e[ists� anG testing
anG eYalXating the Gesign anG opeUating effeFtiYeness of inteUnal FontUol baseG on the assesseG Uisk. 2XU aXGit also
inFlXGeG peUfoUPing sXFh otheU pUoFeGXUes as Ze FonsiGeUeG neFessaUy in the FiUFXPstanFes. :e belieYe that oXU aXGit
pUoYiGes a Ueasonable basis foU oXU opinion.

Definition and Limitations of Internal Control Over Financial Reporting

$ FoPpany¶s inteUnal FontUol oYeU finanFial UepoUting is a pUoFess GesigneG to pUoYiGe Ueasonable assXUanFe UegaUGing
the Ueliability of finanFial UepoUting anG the pUepaUation of finanFial statePents foU e[teUnal pXUposes in aFFoUGanFe Zith
geneUally aFFepteG aFFoXnting pUinFiples. $ FoPpany¶s inteUnal FontUol oYeU finanFial UepoUting inFlXGes those poliFies
anG pUoFeGXUes that (�) peUtain to the PaintenanFe of UeFoUGs that� in Ueasonable Getail� aFFXUately anG faiUly UefleFt the
tUansaFtions anG Gispositions of the assets of the FoPpany� (�) pUoYiGe Ueasonable assXUanFe that tUansaFtions aUe
UeFoUGeG as neFessaUy to peUPit pUepaUation of finanFial statePents in aFFoUGanFe Zith geneUally aFFepteG aFFoXnting
pUinFiples� anG that UeFeipts anG e[penGitXUes of the FoPpany aUe being PaGe only in aFFoUGanFe Zith aXthoUi]ations of
PanagePent anG GiUeFtoUs of the FoPpany� anG (�) pUoYiGe Ueasonable assXUanFe UegaUGing pUeYention oU tiPely
GeteFtion of XnaXthoUi]eG aFTXisition� Xse� oU Gisposition of the FoPpany¶s assets that FoXlG haYe a PateUial effeFt on the
finanFial statePents.

%eFaXse of its inheUent liPitations� inteUnal FontUol oYeU finanFial UepoUting Pay not pUeYent oU GeteFt PisstatePents.
$lso� pUoMeFtions of any eYalXation of effeFtiYeness to fXtXUe peUioGs aUe sXbMeFt to the Uisk that FontUols Pay beFoPe
inaGeTXate beFaXse of Fhanges in FonGitions� oU that the GegUee of FoPplianFe Zith the poliFies oU pUoFeGXUes Pay
GeteUioUate.

�s� .30* //3

'enYeU� &oloUaGo
0aUFh �� ����



��

CPI CDUG *URXS IQF. DQG SXbViGiDUiHV
CRQVROiGDtHG BDODQFH ShHHtV

�iQ thRXVDQGV� HxFHSt VhDUH DQG SHU VhDUH DPRXQtV�

DHFHPbHU 31�
    2022    2021

AVVHtV  
&XUUent assets�

&ash anG Fash eTXiYalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
$FFoXnts UeFeiYable� net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
,nYentoUies. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
3UepaiG e[penses anG otheU FXUUent assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
,nFoPe ta[es UeFeiYable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� ���

Total FXUUent assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������
3lant� eTXipPent� leaseholG iPpUoYePents anG opeUating leases Uight�of�Xse assets� net . . . . ������ ������
,ntangible assets� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
*ooGZill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
2theU assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������
LiDbiOitiHV DQG VtRFNhROGHUV¶ GHIiFit  
&XUUent liabilities�

$FFoXnts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
$FFUXeG e[penses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
'efeUUeG UeYenXe anG FXstoPeU Geposits. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����

Total FXUUent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
/ong�teUP Gebt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ������� �������
'efeUUeG inFoPe ta[es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
2theU long�teUP liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������
&oPPitPents anG FontingenFies (1ote ��)
6eUies $ 3UefeUUeG 6toFk� ��.��� paU YalXe²������� shaUes aXthoUi]eG� � shaUes issXeG
anG oXtstanGing at 'eFePbeU ��� ���� anG ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ²
6toFkholGeUs¶ GefiFit�
&oPPon 6toFk� ��.��� paU YalXe²����������� shaUes aXthoUi]eG� ���������� anG
���������� shaUes issXeG anG oXtstanGing at 'eFePbeU ��� ���� anG ����� UespeFtiYely . . . �� ��

&apital GefiFienFy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�������) (�������)
$FFXPXlateG eaUnings (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ (������)

Total stoFkholGeUs¶ GefiFit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (�������)
Total liabilities anG stoFkholGeUs
 GefiFit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������

6ee aFFoPpanying notes to FonsoliGateG finanFial statePents
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CPI CDUG *URXS IQF. DQG SXbViGiDUiHV
CRQVROiGDtHG StDtHPHQtV RI OSHUDtiRQV DQG CRPSUHhHQViYH IQFRPH

�iQ thRXVDQGV� HxFHSt VhDUH DQG SHU VhDUH DPRXQtV�

YHDU EQGHG DHFHPbHU 31�
   2022    2021

1et sales�  
3UoGXFts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������
6eUYiFes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������

Total net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������
&ost of sales�

3UoGXFts (e[FlXsiYe of GepUeFiation anG aPoUti]ation shoZn beloZ) . . . . . . . . . . . . . . . . ������� �������
6eUYiFes (e[FlXsiYe of GepUeFiation anG aPoUti]ation shoZn beloZ) . . . . . . . . . . . . . . . . ������� �������
'epUeFiation anG aPoUti]ation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����

Total Fost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������
*Uoss pUofit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������
2peUating e[penses�

6elling� geneUal anG aGPinistUatiYe (e[FlXsiYe of GepUeFiation anG aPoUti]ation shoZn
beloZ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������

'epUeFiation anG aPoUti]ation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
Total opeUating e[penses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������

,nFoPe fUoP opeUations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
2theU e[pense� net�

,nteUest� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)
2theU (e[pense) inFoPe� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� ��
/oss on Gebt e[tingXishPent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) (�����)

Total otheU e[pense� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)
,nFoPe befoUe inFoPe ta[es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
,nFoPe ta[ e[pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (�����)

1et inFoPe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
 

%asiF anG GilXteG eaUnings peU shaUe�
%asiF eaUnings peU shaUe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �  �.�� � �.��
'ilXteG eaUnings peU shaUe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �  �.�� � �.��

 
%asiF ZeighteG�aYeUage shaUes oXtstanGing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���������� ����������
'ilXteG ZeighteG�aYeUage shaUes oXtstanGing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���������� ����������

 
&oPpUehensiYe inFoPe�

1et inFoPe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
Total FoPpUehensiYe inFoPe. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������

6ee aFFoPpanying notes to FonsoliGateG finanFial statePents
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CPI CDUG *URXS IQF. DQG SXbViGiDUiHV
CRQVROiGDtHG StDtHPHQtV RI StRFNhROGHUV¶ DHIiFit

�iQ thRXVDQGV� HxFHSt SHU VhDUH DPRXQtV�

CRPPRQ StRFN CDSitDO AFFXPXODtHG StRFNhROGHUV
ShDUHV APRXQt GHIiFiHQF\ HDUQiQJV �ORVV� DHIiFit

'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���������� � �� � (�������) � (������) � (�������)
6haUes issXeG XnGeU stoFk�baseG FoPpensation plans. . . . . . . . ������ ²  (���) ² (���)
6toFk�baseG FoPpensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ²  ����� ² �����
&oPponents of FoPpUehensiYe inFoPe�

1et inFoPe. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ² ² ������ ������
'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���������� � �� � (�������) � (������) � (�������)

6haUes issXeG XnGeU stoFk�baseG FoPpensation plans. . . . . . . . ������� ²  (�����) ² (�����)
6toFk�baseG FoPpensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ²  ����� ² �����
&oPponents of FoPpUehensiYe inFoPe�

1et inFoPe. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ² ² ������ ������
'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���������� � �� � (�������) � ������ � (������)

6ee aFFoPpanying notes to FonsoliGateG finanFial statePents
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CPI CDUG *URXS IQF. DQG SXbViGiDUiHV
CRQVROiGDtHG StDtHPHQtV RI CDVh FORZV

�iQ thRXVDQGV�

YHDU EQGHG DHFHPbHU 31�
    2022    2021

OSHUDtiQJ DFtiYitiHV
1et inFoPe. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
$GMXstPents to UeFonFile net inFoPe to net Fash pUoYiGeG by opeUating aFtiYities�

'epUeFiation anG aPoUti]ation e[pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
6toFk�baseG FoPpensation e[pense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
$PoUti]ation of Gebt issXanFe Fosts anG Gebt GisFoXnt . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
/oss on Gebt e[tingXishPent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� �����
'efeUUeG inFoPe ta[es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� (�����)
2theU� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� ���
&hanges in opeUating assets anG liabilities�

$FFoXnts UeFeiYable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (�����)
,nYentoUies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)
3UepaiG e[penses anG otheU assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)
,nFoPe ta[es� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� �����
$FFoXnts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) �����
$FFUXeG e[penses anG otheU liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� ������
'efeUUeG UeYenXe anG FXstoPeU Geposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� (���)

&ash pUoYiGeG by opeUating aFtiYities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
IQYHVtiQJ DFtiYitiHV
&apital e[penGitXUes foU plant� eTXipPent anG leaseholG iPpUoYePents . . . . . . . . . . . . . . (������) (������)
2theU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �� ���

&ash XseG in inYesting aFtiYities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (�����)
FiQDQFiQJ DFtiYitiHV
3UinFipal payPents on )iUst /ien TeUP /oan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² (�������)
3UinFipal payPents on 6enioU &UeGit )aFility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² (������)
3UinFipal payPents on 6enioU 1otes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) ²
3UinFipal payPents on $%/ 5eYolYeU . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)
3UoFeeGs fUoP 6enioU 1otes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² �������
3UoFeeGs fUoP $%/ 5eYolYeU� net of GisFoXnt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
'ebt issXanFe Fosts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) (�����)
3ayPents on Gebt e[tingXishPent anG otheU . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)
3UoFeeGs fUoP finanFe lease finanFing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� ²
3ayPents on finanFe lease obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)

&ash XseG in finanFing aFtiYities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)
(ffeFt of e[Fhange Uates on Fash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (��) �
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6ee aFFoPpanying notes to FonsoliGateG finanFial statePents
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CPI CDUG *URXS IQF. DQG SXbViGiDUiHV
NRtHV tR CRQVROiGDtHG FiQDQFiDO StDtHPHQtV

�GROODUV iQ thRXVDQGV� HxFHSt VhDUH DQG SHU VhDUH DPRXQtV RU DV RthHUZiVH iQGiFDtHG�

1. BXViQHVV

&3, &aUG *UoXp ,nF. (ZhiFh� togetheU Zith its sXbsiGiaUy FoPpanies� is UefeUUeG to heUein as ³&3,´ oU the
³&oPpany´) is a payPent teFhnology FoPpany anG leaGing pUoYiGeU of FoPpUehensiYe )inanFial 3ayPent &aUG
solXtions in the 8niteG 6tates. &3, is engageG in the Gesign� pUoGXFtion� Gata peUsonali]ation� paFkaging anG fXlfillPent
of )inanFial 3ayPent &aUGs� ZhiFh the &oPpany Gefines as FUeGit� Gebit anG 3UepaiG 'ebit &aUGs issXeG on the netZoUks
of the 3ayPent &aUG %UanGs (9isa� 0asteUFaUG� $PeUiFan ([pUess anG 'isFoYeU). &3, also offeUs an instant FaUG
issXanFe solXtion� ZhiFh pUoYiGes FXstoPeUs the ability to issXe a peUsonali]eG Gebit oU FUeGit FaUG Zithin the bank
bUanFh to inGiYiGXal FaUGholGeUs.

&3, seUYes its FXstoPeUs thUoXgh a netZoUk of high�seFXUity pUoGXFtion anG FaUG seUYiFes faFilities in the 8niteG
6tates� eaFh of ZhiFh is aXGiteG foU FoPplianFe Zith the stanGaUGs of the 3&, 6eFXUity 6tanGaUGs &oXnFil by one oU PoUe
of the 3ayPent &aUG %UanGs. &3,¶s netZoUk of high�seFXUity pUoGXFtion faFilities alloZs the &oPpany to optiPi]e its
solXtions offeUings anG seUYe its FXstoPeUs.

The &oPpany¶s bXsiness Fonsists of the folloZing UepoUtable segPents� 'ebit anG &UeGit� 3UepaiG 'ebit anG
2theU. The 'ebit anG &UeGit segPent pUiPaUily pUoGXFes )inanFial 3ayPent &aUGs anG pUoYiGes integUateG FaUG seUYiFes
to FaUG�issXing finanFial institXtions pUiPaUily in the 8niteG 6tates. The 3UepaiG 'ebit segPent pUiPaUily pUoYiGes
integUateG FaUG seUYiFes to 3UepaiG 'ebit &aUG pUogUaP PanageUs pUiPaUily in the 8niteG 6tates. The &oPpany¶s
³2theU´ segPent inFlXGes FoUpoUate e[penses.

CO9ID�19 USGDtH

The &29,'��� panGePiF anG assoFiateG FoXnteUaFting PeasXUes iPplePenteG by goYeUnPents anG bXsinesses
aUoXnG the ZoUlG haYe iPpaFteG� anG FontinXe to iPpaFt� eFonoPies anG soFieties globally� inFlXGing the loFations ZheUe
&3,� its FXstoPeUs anG sXpplieUs FonGXFt bXsiness. The &oPpany belieYes the global iPpaFts fUoP &29,'���� along
Zith otheU PaFUo�eFonoPiF faFtoUs� haYe FontUibXteG to� aPong otheU things FeUtain aGYeUse effeFts on its sXpply Fhain�
pUoGXFtion leaG tiPes� laboU aYailability� ePployee absenteeisP anG otheU Fosts. ThoXgh the &oPpany has iPplePenteG
PeasXUes to attePpt to Pitigate the iPpaFts of the Fhallenges GesFUibeG aboYe� the &oPpany belieYes that sXFh iPpaFts�
anG the assoFiateG Fosts� Pay FontinXe thUoXghoXt ���� anG beyonG. The long�teUP iPpliFations of &29,'��� on the
&oPpany¶s UesXlts of opeUations anG oYeUall finanFial peUfoUPanFe UePain XnFeUtain. 

 
2n 0aUFh ��� ����� the &oUonaYiUXs $iG� 5elief� anG (FonoPiF 6eFXUity (³&$5(6´) $Ft Zas signeG into laZ.

The &$5(6 $Ft� aPong otheU things� inFlXGeG pUoYisions Uelating to UefXnGable payUoll ta[ FUeGits� GefeUPent of
ePployeU soFial seFXUity payPents� Fhanges in net opeUating loss FaUUybaFk peUioGs� alteUnatiYe PiniPXP ta[ FUeGit
UefXnGs� PoGifiFations to the net inteUest GeGXFtion liPitation anG teFhniFal FoUUeFtions to ta[ GepUeFiation PethoGs foU
TXalifieG iPpUoYePent pUopeUty. 5efeU to 1ote ��� ³,nFoPe Ta[es´ foU a GisFXssion of the &$5(6 $Ft inFoPe ta[
iPpaFts on the &oPpany. ,n aGGition� Ze GefeUUeG ePployeU soFial seFXUity payPents in ���� in aFFoUGanFe Zith the
&$5(6 $Ft� anG the fiUst installPent UepayPent Zas PaGe in the foXUth TXaUteU of ����� anG the seFonG anG final
installPent UepayPent Zas PaGe in the foXUth TXaUteU of ����.

2. SXPPDU\ RI SiJQiIiFDQt AFFRXQtiQJ PROiFiHV

BDViV RI PUHVHQtDtiRQ

The aFFoPpanying &onsoliGateG )inanFial 6tatePents inFlXGe the &oPpany anG its Zholly�oZneG sXbsiGiaUies.
$ll signifiFant inteUFoPpany aFFoXnts anG tUansaFtions haYe been eliPinateG.

CDVh DQG CDVh ETXiYDOHQtV

The &oPpany FonsiGeUs all highly liTXiG inYestPents Zith oUiginal PatXUities of thUee Ponths oU less to be Fash
eTXiYalents anG they aUe stateG at Fost� ZhiFh appUo[iPates faiU YalXe.
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TUDGH AFFRXQtV RHFHiYDbOH DQG CRQFHQtUDtiRQ RI CUHGit RiVN

$FFoXnts UeFeiYable aUe stateG at the aPoXnt PanagePent e[peFts to FolleFt fUoP oXtstanGing balanFes. The
&oPpany peUfoUPs ongoing FUeGit eYalXations of its FXstoPeUs anG geneUally UeTXiUes no FollateUal to seFXUe aFFoXnts
UeFeiYable.

   DHFHPbHU 31�
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/ess alloZanFe foU GoXbtfXl aFFoXnts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) (��)

�  ������ � ������

The &oPpany Paintains an alloZanFe foU potentially XnFolleFtible aFFoXnts UeFeiYable baseG Xpon its
assessPent of the FolleFtability of aFFoXnts UeFeiYable. $FFoXnts aUe ZUitten off against the alloZanFe Zhen it is
GeteUPineG FolleFtion Zill not oFFXU. The alloZanFe foU baG Gebt aFtiYity foU the yeaUs enGeG 'eFePbeU ��� ���� anG
���� is sXPPaUi]eG as folloZs�

%alanFe as of 'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ���
:Uite�off of XnFolleFtible aFFoXnts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���)

%alanFe as of 'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ��
%aG Gebt e[pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���
5eFoYeUies FolleFteG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��

%alanFe as of 'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ���

'XUing ����� the &oPpany ZUote�off XnFolleFtible aFFoXnts pUiPaUily Uelating to UeseUYes pUeYioXsly
establisheG foU oXtstanGing UeFeiYables fUoP the &oPpany¶s &anaGian opeUations that ZeUe GisposeG in ����.

)oU the yeaUs enGeG 'eFePbeU ��� ���� anG ����� one FXstoPeU UepUesenteG ��� anG ���� UespeFtiYely� of the
&oPpany¶s FonsoliGateG net sales.

IQYHQtRUiHV

,nYentoUies Fonsist of UaZ PateUials anG finisheG gooGs� anG aUe PeasXUeG at the loZeU of Fost oU net Ueali]able
YalXe (GeteUPineG on a fiUst�in� fiUst�oXt oU speFifiF iGentifiFation basis). 1et Ueali]able YalXe is the estiPateG selling
pUiFe in the oUGinaUy FoXUse of bXsiness� less Ueasonably pUeGiFtable Fosts of FoPpletion� Gisposal� anG tUanspoUtation.
)inisheG gooGs inYentoUy UepUesents pUiPaUily stoFk FaUGs anG &aUG#2nFe pUinteUs. The stoFk FaUGs aUe not pUoGXFeG
foU a speFifiF FXstoPeU� bXt aUe UeaGy to be peUsonali]eG anG solG as FXstoPeU oUGeUs aUe UeFeiYeG. The &oPpany
PonitoUs inYentoUy foU eYents oU FiUFXPstanFes that Pay inGiFate the net Ueali]able YalXe is less than the FaUUying YalXe
of inYentoUy� sXFh as negatiYe PaUgins� e[piUation of PateUial Xsage� anG otheU foUPs of obsolesFenFe� anG UeFoUGs
aGMXstPents to the YalXation of inYentoUy� as neFessaUy.

)oU the yeaU enGeG 'eFePbeU ��� ���� appUo[iPately ��� of oXU pXUFhaseG PiFUoFhips anG antennas FaPe
fUoP foXU Pain sXpplieUs� anG appUo[iPately ��� FaPe fUoP one sXpplieU. $ppUo[iPately ��� of oXU pXUFhaseG
PiFUoFhips anG antennas foU the yeaU enGeG 'eFePbeU ��� ���� FaPe fUoP foXU Pain sXpplieUs� anG appUo[iPately ���
FaPe fUoP one sXpplieU.

PODQt� ETXiSPHQt DQG LHDVHhROG IPSURYHPHQtV

3lant� eTXipPent anG leaseholG iPpUoYePents aUe UeFoUGeG at Fost. $FFXPXlateG GepUeFiation is FoPpXteG
Xsing the stUaight�line PethoG oYeU the lesseU of the estiPateG XsefXl life of the UelateG assets (geneUally � to �� yeaUs foU
PaFhineUy anG eTXipPent� fXUnitXUe� FoPpXteU eTXipPent� anG leaseholG iPpUoYePents) oU� Zhen appliFable� the lease
teUP. 0aintenanFe anG UepaiUs that Go not e[tenG the XsefXl life of the UespeFtiYe assets aUe FhaUgeG to e[pense as
inFXUUeG.
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/ong�liYeG assets Zith finite liYes aUe UeYieZeG foU iPpaiUPent ZheneYeU eYents inGiFate that the FaUUying
aPoXnt of the asset oU the FaUUying aPoXnts of the asset gUoXp Fontaining the asset Pay not be UeFoYeUable. ,n sXFh
UeYieZs� estiPateG XnGisFoXnteG fXtXUe Fash floZs assoFiateG Zith these assets oU asset gUoXps aUe FoPpaUeG Zith theiU
FaUUying YalXe to GeteUPine if a ZUite�GoZn to faiU YalXe is UeTXiUeG.

*RRGZiOO DQG IQtDQJibOH AVVHtV

The &oPpany aFFoXnts foU its gooGZill XnGeU the aXthoUitatiYe gXiGanFe foU gooGZill anG otheU intangible
assets ($6& ���) anG the pUoYisions of $68 �������� 6iPplifying the Test foU *ooGZill ,PpaiUPent anG tests at least
annXally oU PoUe fUeTXently Zhen an eYent oFFXUs oU FiUFXPstanFes Fhange that inGiFates the FaUUying YalXe Pay not be
UeFoYeUable. The &oPpany fiUst assesses TXalitatiYe faFtoUs to GeteUPine ZhetheU it is neFessaUy to peUfoUP the
TXantitatiYe gooGZill iPpaiUPent test. The &oPpany peUfoUPs its gooGZill iPpaiUPent test by FoPpaUing the faiU YalXe
of the UepoUting Xnit Zith the FaUUying aPoXnt. ,f this TXalitatiYe assessPent inGiFates it is PoUe likely than not the faiU
YalXe of a UepoUting Xnit is less than the FaUUying aPoXnt� a one�step TXantitatiYe test is then peUfoUPeG. )aFtoUs
PanagePent FonsiGeUs in this assessPent inFlXGe PaFUoeFonoPiF� inGXstUy anG PaUket FonsiGeUations� oYeUall finanFial
peUfoUPanFe (both FXUUent anG pUoMeFteG)� Fost inFUeases iPpaFting eaUnings anG Fash floZs� Fhanges in PanagePent anG
stUategy� anG Fhanges in the FoPposition oU FaUUying aPoXnt of net assets. ,n the eYent a UepoUting Xnit¶s FaUUying YalXe
e[FeeGs its faiU YalXe� the &oPpany UeFogni]es an iPpaiUPent FhaUge foU the aPoXnt by ZhiFh the FaUUying aPoXnt of
the UepoUting Xnit e[FeeGs its faiU YalXe.

$FTXiUeG finite�liYeG intangible assets aUe aPoUti]eG on a stUaight�line basis oYeU the estiPateG XsefXl liYes of
the assets� anG aUe UeYieZeG foU iPpaiUPent ZheneYeU eYents inGiFate that the FaUUying aPoXnt of the asset Pay not be
UeFoYeUable. ,n sXFh UeYieZs� estiPateG XnGisFoXnteG fXtXUe Fash floZs assoFiateG Zith these assets aUe FoPpaUeG Zith
theiU FaUUying YalXe to GeteUPine if a ZUite�GoZn to faiU YalXe is UeTXiUeG.

SDOHV TDx

The &oPpany UeFoUGs sales ta[ FolleFteG fUoP its FXstoPeUs on a net basis� anG theUefoUe e[FlXGes it fUoP net
sales as GefineG in $6& ���� Revenue from Contracts with Customers. &ash FolleFteG fUoP FXstoPeUs is UeFoUGeG in
aFFUXeG e[penses on the &oPpany¶s FonsoliGateG %alanFe 6heet anG then UePitteG to the pUopeU ta[ing aXthoUity. 

IQFRPH TDxHV

The &oPpany aFFoXnts foU inFoPe ta[es Xsing an asset anG liability appUoaFh to finanFial aFFoXnting anG
UepoUting foU inFoPe ta[es. 'efeUUeG inFoPe ta[ assets anG liabilities aUe FoPpXteG annXally foU GiffeUenFes betZeen the
finanFial statePent anG ta[ bases of assets anG liabilities that Zill UesXlt in ta[able oU GeGXFtible aPoXnts in the fXtXUe
baseG on enaFteG ta[ laZs anG Uates appliFable to the peUioGs in ZhiFh the GiffeUenFes aUe e[peFteG to affeFt ta[able
inFoPe.

The &oPpany has GefeUUeG ta[ assets anG liabilities anG Paintains YalXation alloZanFes ZheUe it is PoUe likely
than not that all oU a poUtion of GefeUUeG ta[ assets Zill not be Ueali]eG. To the e[tent the &oPpany GeteUPines that it Zill
not Ueali]e the benefit of soPe oU all of its GefeUUeG ta[ assets� then these GefeUUeG ta[ assets Zill be aGMXsteG thUoXgh the
&oPpany¶s inFoPe ta[ e[pense in the peUioG in ZhiFh this GeteUPination is PaGe.

The &oPpany establishes UeseUYes foU ta[�UelateG XnFeUtainties baseG on estiPates of ZhetheU� anG the e[tent to
ZhiFh� aGGitional ta[es Zill be GXe. The UeseUYes aUe establisheG Zhen the &oPpany belieYes that FeUtain positions aUe
likely to be FhallengeG anG Pay not be fXlly sXstaineG on UeYieZ by ta[ aXthoUities. The &oPpany aGMXsts XnFeUtain ta[
positions in light of Fhanging faFts anG FiUFXPstanFes� sXFh as the Flosing of a ta[ aXGit oU UefinePent of an
estiPate. The &oPpany UeFogni]es the ta[ benefits fUoP XnFeUtain ta[ positions only Zhen it is PoUe likely than not�
baseG on the teFhniFal PeUits of the position� that the ta[ position Zill be sXstaineG Xpon e[aPination� inFlXGing the
UesolXtion of any UelateG appeals oU litigation. The &oPpany UeFogni]es inteUest anG penalties UelateG to XnUeFogni]eG ta[
benefits as a FoPponent of inFoPe ta[ e[pense.

StRFN�BDVHG CRPSHQVDtiRQ

The &oPpany aFFoXnts foU stoFk�baseG FoPpensation pXUsXant to $6& ���� Share-Based Payments. $ll stoFk�
baseG FoPpensation to ePployees is UeTXiUeG to be PeasXUeG at faiU YalXe anG e[penseG oYeU the UeTXisite seUYiFe peUioG.
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The &oPpany aFFoXnts foU foUfeitXUes as they oFFXU anG UeYeUses pUeYioXsly UeFogni]eG e[pense foU the XnYesteG poUtion
of the foUfeiteG shaUes. The &oPpany UeFogni]es FoPpensation e[pense on aZaUGs on a stUaight�line basis oYeU the
Yesting peUioG foU eaFh tUanFhe of an aZaUG. 8pon the e[eUFise of stoFk options� shaUes of FoPPon stoFk aUe issXeG fUoP
aXthoUi]eG FoPPon shaUes. 5efeU to 1ote �� ³6toFk�%aseG &oPpensation´ foU aGGitional GisFXssion UegaUGing Getails of
the &oPpany
s stoFk�baseG FoPpensation plans.

NHt SDOHV

Products Net Sales

³3UoGXFts´ net sales aUe UeFogni]eG Zhen obligations XnGeU the teUPs of a FontUaFt Zith a FXstoPeU aUe satisfieG.
,n Post instanFes� this oFFXUs oYeU tiPe as FaUGs aUe pUoGXFeG foU speFifiF FXstoPeUs anG haYe no alteUnatiYe Xse anG the
&oPpany has an enfoUFeable Uight to payPent foU ZoUk peUfoUPeG. )oU ZoUk peUfoUPeG bXt not FoPpleteG anG XnbilleG�
the &oPpany estiPates UeYenXe by taking aFtXal Fosts inFXUUeG anG applying histoUiFal PaUgins foU siPilaU types of
FontUaFts. ,tePs inFlXGeG in ³3UoGXFts´ net sales aUe the Gesign anG pUoGXFtion of )inanFial 3ayPent &aUGs� inFlXGing
FontaFt�(09� FontaFtless GXal�inteUfaFe (09� FontaFtless anG PagnetiF stUipe FaUGs� &3,¶s eFo�foFXseG solXtions�
inFlXGing 6eFonG :aYe anG (aUthZise� FaUGs PaGe Zith XpFyFleG plastiF� Petal FaUGs� pUiYate label FUeGit FaUGs anG
Uetail gift FaUGs. &aUG#2nFe pUinteUs anG FonsXPables aUe also inFlXGeG in ³3UoGXFts´ net sales� anG theiU assoFiateG
UeYenXes aUe UeFogni]eG at the tiPe of shipping. The &oPpany inFlXGes gUoss shipping anG hanGling UeYenXe in net
sales� anG shipping anG hanGling Fosts in Fost of sales.

EMV® is a registered trademark in the U.S. and other countries and an unregistered trademark elsewhere. The EMV
trademark is owned by EMV Co, LLC.

Services Net Sales

1et sales aUe UeFogni]eG foU ³6eUYiFes´ as the seUYiFes aUe peUfoUPeG. ,tePs inFlXGeG in ³6eUYiFes´ net sales
inFlXGe the peUsonali]ation anG fXlfillPent of )inanFial 3ayPent &aUGs� pUoYiGing taPpeU�eYiGent seFXUe paFkaging anG
fXlfillPent seUYiFes to 3UepaiG 'ebit &aUG pUogUaP PanageUs� anG 6aa6 peUsonali]ation of instant issXanFe Gebit FaUGs.
$s appliFable� foU ZoUk peUfoUPeG bXt not FoPpleteG anG XnbilleG� the &oPpany estiPates UeYenXe by taking aFtXal
Fosts inFXUUeG anG applying histoUiFal PaUgins foU siPilaU types of FontUaFts.

Customer Contracts

The &oPpany often enteUs into 0asteU 6eUYiFes $gUeePents (³06$s´) Zith its FXstoPeUs. *eneUally�
enfoUFeable Uights anG obligations foU gooGs anG seUYiFes oFFXU only Zhen a FXstoPeU plaFes a pXUFhase oUGeU oU
statePent of ZoUk to obtain gooGs oU seUYiFes XnGeU an 06$. The FontUaFt teUP as GefineG by $6& ���� Revenue from
Contracts with Customers� is the length of tiPe it takes to GeliYeU the gooGs oU seUYiFes pUoPiseG XnGeU the pXUFhase
oUGeU oU statePent of ZoUk. $s sXFh� the &oPpany
s FontUaFts aUe geneUally shoUt teUP in natXUe.

UVH RI EVtiPDtHV

The aFFoPpanying FonsoliGateG finanFial statePents haYe been pUepaUeG in aFFoUGanFe Zith aFFoXnting
pUinFiples geneUally aFFepteG in the 8niteG 6tates of $PeUiFa (³*$$3´). These aFFoXnting pUinFiples UeTXiUe
PanagePent to Pake assXPptions anG estiPates Uelating to the UepoUting of assets anG liabilities in its pUepaUation of the
FonsoliGateG finanFial statePents. 6ignifiFant itePs sXbMeFt to sXFh estiPates anG assXPptions inFlXGe the FaUUying
aPoXnt of pUopeUty anG eTXipPent� gooGZill anG intangible assets� leases� YalXation alloZanFes foU inYentoUies anG
GefeUUeG ta[es� UeYenXe UeFogni]eG foU ZoUk peUfoUPeG bXt not FoPpleteG anG XnFeUtain ta[ positions. $FtXal UesXlts
FoXlG GiffeU fUoP those estiPates.

RHFHQt AFFRXQtiQJ PURQRXQFHPHQtV

Recently Issued Accounting Pronouncements

,n -Xne ����� the )inanFial $FFoXnting 6tanGaUGs %oaUG issXeG $FFoXnting 6tanGaUGs 8pGate (³$68´) �����
��� 0easXUePent of &UeGit /osses on )inanFial ,nstUXPents (�$68 ��������). This $68 Fhanges the PoGel foU the
UeFognition of FUeGit losses fUoP an inFXUUeG loss PoGel� ZhiFh UeFogni]eG FUeGit losses only if it Zas pUobable that a



��

loss haG been inFXUUeG� to an e[peFteG loss PoGel� ZhiFh UeTXiUes the &oPpany to estiPate the total FUeGit losses
e[peFteG on the poUtfolio of finanFial instUXPents. The effeFtiYe Gate of $68 ������� Zas aPenGeG by $68 ��������
&UeGit /osses (ffeFtiYe 'ates. 6inFe &3, is a sPalleU UepoUting FoPpany� aGoption of this aFFoXnting stanGaUG is
effeFtiYe foU the &oPpany foU fisFal yeaUs beginning afteU 'eFePbeU ��� ����� anG inteUiP peUioGs theUein� Zith eaUly
aGoption peUPitteG. The &oPpany eleFteG not to eaUly aGopt $68 ������� anG aGopteG as of -anXaUy �� ����. The
aGoption of the stanGaUG GiG not haYe a PateUial iPpaFt on the &oPpany¶s FonsoliGateG finanFial position oU UesXlts of
opeUations.

3. NHt SDOHV

The &oPpany GisaggUegates its net sales by PaMoU soXUFe as folloZs�

 

FRU thH \HDU HQGHG DHFHPbHU 31� 2022
PURGXFtV SHUYiFHV TRtDO

'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � ������� � �������
3UepaiG 'ebit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ������ ������
,nteUsegPent eliPinations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) (��) (���)

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � ������� � �������
 
 

FRU thH \HDU HQGHG DHFHPbHU 31� 2021
PURGXFtV SHUYiFHV TRtDO

'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� �  ������ � �������
3UepaiG 'ebit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ������ ������
,nteUsegPent eliPinations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) (��) (���)

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � ������� � �������

�. IQYHQtRUiHV

,nYentoUies aUe sXPPaUi]eG beloZ�

DHFHPbHU 31�
    2022    2021

5aZ PateUials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
)inisheG gooGs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ �����
,nYentoUy UeseUYe. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)

�  ������ � ������



��

5. PODQt� ETXiSPHQt� LHDVHhROG IPSURYHPHQtV DQG OSHUDtiQJ LHDVH RiJht�RI�UVH AVVHtV

3lant� eTXipPent� leaseholG iPpUoYePents anG opeUating lease Uight�of�Xse assets FonsisteG of the folloZing�

DHFHPbHU 31�
   2022     2021

0aFhineUy anG eTXipPent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
0aFhineUy anG eTXipPent XnGeU finanFing leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ �����
)XUnitXUe� fi[tXUes anG FoPpXteU eTXipPent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
/easeholG iPpUoYePents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
&onstUXFtion in pUogUess . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����

 ������� ������
/ess aFFXPXlateG GepUeFiation anG aPoUti]ation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)
2peUating lease Uight�of�Xse assets� net of aFFXPXlateG aPoUti]ation. . . . . . . . . . . . . . . ������ ������

� ������ � ������

'epUeFiation e[pense of plant� eTXipPent anG leaseholG iPpUoYePents inFlXGing GepUeFiation of assets XnGeU
finanFing leases Zas ������� anG ������� foU the yeaUs enGeG 'eFePbeU ��� ���� anG ����� UespeFtiYely.

2peUating lease Uight�of�Xse assets� net of aFFXPXlateG aPoUti]ation� aUe fXUtheU GesFUibeG in 1ote �� ³)inanFing
anG 2peUating /eases.´

TheUe ZeUe no iPpaiUPents of the &oPpany¶s plant� eTXipPent� leaseholG iPpUoYePents anG opeUating leases
Uight�of�Xse assets foU the yeaUs enGeG 'eFePbeU ��� ���� anG ����.

6. *RRGZiOO DQG OthHU IQtDQJibOH AVVHtV

The &oPpany UepoUts all of its gooGZill in the 'ebit anG &UeGit segPent at 'eFePbeU ��� ���� anG ����. The
&oPpany FoPpleteG its gooGZill iPpaiUPent testing as of 2FtobeU �� ���� anG GiG not iGentify any gooGZill iPpaiUPent
GXUing the yeaUs enGeG 'eFePbeU ��� ���� anG ����. 

,ntangible assets Fonsist of FXstoPeU Uelationships� aFTXiUeG teFhnology� anG tUaGePaUks. ,ntangible
aPoUti]ation e[pense totaleG ������ anG ������ foU the yeaUs enGeG 'eFePbeU ��� ���� anG ����� UespeFtiYely. TheUe
ZeUe no iPpaiUPents of the &oPpany¶s aPoUti]able intangible assets foU the yeaUs enGeG 'eFePbeU ��� ���� anG ����.

$t 'eFePbeU ��� ���� anG ����� intangible assets� e[FlXGing gooGZill� ZeUe FoPpUiseG of the folloZing�

DHFHPbHU 31� 2022 DHFHPbHU 31� 2021
   :HiJhtHG AYHUDJH      AFFXPXODtHG   NHt BRRN       AFFXPXODtHG    NHt BRRN

 LiIH �YHDUV� CRVt APRUti]DtiRQ 9DOXH CRVt APRUti]DtiRQ 9DOXH

&XstoPeU Uelationships . . . . ��.� � ������ � (������) � ������ � ������ � (������) � ������
$FTXiUeG teFhnology . . . . . �� ����� (�����) ��� ����� (�����) ���
TUaGePaUks . . . . . . . . . . . . . �.� ����� (�����) ��� ����� (�����) �����

,ntangible assets sXbMeFt to
aPoUti]ation . . . . . . . . . . . � ������ � (������) � ������ � ������ � (������) � ������

The estiPateG fXtXUe aggUegate aPoUti]ation e[pense foU the iGentifieG aPoUti]able intangibles noteG aboYe as
of 'eFePbeU ��� ���� Zas as folloZs�

 

���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � �����
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    �����
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �����
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �����
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �����
TheUeafteU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �����

� ������
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�. FDiU 9DOXH RI FiQDQFiDO IQVtUXPHQtV

)aiU YalXe is GefineG as the pUiFe that ZoXlG be UeFeiYeG to sell an asset oU paiG to tUansfeU a liability in an
oUGeUly tUansaFtion betZeen PaUket paUtiFipants at the PeasXUePent Gate (e[it pUiFe). ,n GeteUPining faiU YalXe� the
&oPpany Xtili]es a faiU YalXe hieUaUFhy that pUioUiti]es the inpXts to YalXation teFhniTXes XseG to PeasXUe faiU YalXe into
thUee bUoaG leYels. The folloZing is a bUief GesFUiption of those thUee leYels�

• /eYel � ² 9alXations baseG on XnaGMXsteG TXoteG pUiFes in aFtiYe PaUkets foU iGentiFal assets oU liabilities
aFFessible to the UepoUting entity at the PeasXUePent Gate.

•  /eYel � ² 2bseUYable inpXts otheU than /eYel � pUiFes� sXFh as TXoteG pUiFes in aFtiYe PaUkets foU siPilaU
assets anG liabilities� TXoteG pUiFes in PaUkets that aUe not aFtiYe oU otheU inpXts that aUe obseUYable oU Fan
be FoUUoboUateG by obseUYable PaUket Gata foU sXbstantially the fXll teUP foU the assets oU liabilities.

•  /eYel � ² 9alXations baseG on XnobseUYable inpXts foU the asset oU liability XseG to PeasXUe faiU YalXe to
the e[tent that obseUYable inpXts aUe not aYailable� theUeby alloZing foU sitXations in ZhiFh theUe is little� if
any� PaUket aFtiYity foU the asset oU liability at the PeasXUePent Gate.

The &oPpany¶s finanFial assets anG liabilities that aUe not UeTXiUeG to be Ue�PeasXUeG at faiU YalXe in the
FonsoliGateG balanFe sheets ZeUe as folloZs�

  

CDUU\iQJ FDiU 9DOXH 0HDVXUHPHQt Dt
9DOXH DV RI FDiU 9DOXH DV RI DHFHPbHU 31� 2022

DHFHPbHU 31� DHFHPbHU 31� �UViQJ FDiU 9DOXH HiHUDUFh\�
   2022    2022    LHYHO 1     LHYHO 2    LHYHO 3

/iabilities�  
6enioU 1otes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � ������� � ² � ������� � ²
$%/ 5eYolYeU . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � ����� � ² � ����� � ²

  

CDUU\iQJ FDiU 9DOXH 0HDVXUHPHQt Dt
9DOXH DV RI FDiU 9DOXH DV RI DHFHPbHU 31� 2021

DHFHPbHU 31� DHFHPbHU 31� �UViQJ FDiU 9DOXH HiHUDUFh\�
   2021    2021    LHYHO 1     LHYHO 2    LHYHO 3

/iabilities�  
6enioU 1otes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � ������� � ² � ������� � ²

The aggUegate faiU YalXe of the &oPpany¶s 6enioU 1otes (as GefineG in 1ote �� ³/ong�TeUP 'ebt´) Zas baseG
on bank TXotes. The faiU YalXe PeasXUePent assoFiateG Zith the $%/ 5eYolYeU (as GefineG in 1ote ��� ³/ong�TeUP
'ebt´) appUo[iPates its FaUUying YalXe as of 'eFePbeU ��� ����� giYen the appliFable YaUiable inteUest Uates anG natXUe
of the seFXUity inteUest in &oPpany assets.

 
The FaUUying aPoXnts foU Fash anG Fash eTXiYalents� aFFoXnts UeFeiYable anG aFFoXnts payable eaFh

appUo[iPate faiU YalXe GXe to theiU shoUt�teUP natXUe.



��

8. AFFUXHG ExSHQVHV

$FFUXeG e[penses FonsisteG of the folloZing�

   DHFHPbHU 31�
2022 2021

$FFUXeG payUoll anG UelateG ePployee e[penses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����
$FFUXeG ePployee peUfoUPanFe bonXses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �����  �����
(PployeU payUoll ta[es� inFlXGing soFial seFXUity GefeUUal . . . . . . . . . . . . . . . . . . . . . . . ����� �����
$FFUXeG Uebates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
(stiPateG sales ta[ liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� �����
$FFUXeG inteUest. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
&XUUent opeUating anG finanFing lease liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
2theU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����

Total aFFUXeG e[penses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������

2theU aFFUXeG e[penses as of 'eFePbeU ��� ���� anG ���� FonsisteG pUiPaUily of PisFellaneoXs aFFUXals foU
inYoiFes not yet UeFeiYeG� anG otheU itePs sXFh as aFFUXeG Uoyalties� self�insXUanFe FlaiPs that haYe yet to be UepoUteG�
anG the FXUUent poUtion of XnFeUtain ta[ position UeseUYes.

9. FiQDQFiQJ DQG OSHUDtiQJ LHDVHV

5ight�of�Xse (³528´) UepUesents the Uight to Xse an XnGeUlying asset foU the lease teUP� anG lease liabilities
UepUesent the &oPpany¶s obligation to Pake lease payPents aUising fUoP the lease. 2peUating lease 528 assets anG
liabilities aUe UeFogni]eG at FoPPenFePent Gate baseG on the pUesent YalXe of lease payPents oYeU the lease teUP. $
lease is GeePeG to e[ist Zhen the &oPpany has the Uight to FontUol the Xse of iGentifieG pUopeUty� plant oU eTXipPent� as
FonYeyeG thUoXgh a FontUaFt� foU a FeUtain peUioG of tiPe anG FonsiGeUation paiG. The Uight to FontUol is GeePeG to oFFXU
Zhen the &oPpany has the Uight to obtain sXbstantially all of the eFonoPiF benefits of the iGentifieG assets anG the Uight
to GiUeFt the Xse of sXFh assets. &eUtain leases Fontain esFalation pUoYisions anG�oU UeneZal options� giYing the &oPpany
the Uight to e[tenG the leases by Xp to �� yeaUs. +oZeYeU� these options aUe geneUally not UefleFteG in the FalFXlation of
the 528 assets anG lease liabilities GXe to XnFeUtainty sXUUoXnGing the likelihooG of UeneZal.

The FoPponents of opeUating anG finanFe lease Fosts ZeUe as folloZs�

YHDU EQGHG DHFHPbHU 31�
2022 2021

2peUating lease Fosts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����
9aUiable lease Fosts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� ���
6hoUt�teUP opeUating lease Fosts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ���

Total e[pense fUoP opeUating leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����

)inanFe lease Fosts�
5ight�of�Xse aPoUti]ation e[pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����
,nteUest on lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� ���

Total finanFing lease Fosts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����



��

The folloZing table UefleFts balanFes foU opeUating anG finanFing leases�

DHFHPbHU 31�
2022 2021

2peUating leases�
2peUating lease Uight�of�Xse assets� net of aPoUti]ation . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������

 
&XUUent opeUating lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����
1on�FXUUent opeUating lease liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� ������
   Total opeUating lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������

 
)inanFing leases�

3UopeUty� eTXipPent anG leaseholG iPpUoYePents. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � �����
$FFXPXlateG GepUeFiation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)
   Total finanFing leases in pUopeUty� eTXipPent anG leaseholG iPpUoYePents� net . . . . . � ������ � �����

 
&XUUent finanFing lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����
1on�FXUUent finanFing lease liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
   Total finanFing lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � �����

)inanFe anG opeUating lease 528 assets aUe UeFoUGeG in ³3lant� eTXipPent� leaseholG iPpUoYePents� anG
opeUating lease Uight�of�Xse assets� net.´ )inanFing anG opeUating lease liabilities aUe UeFoUGeG in ³$FFUXeG e[penses´ anG
³2theU long�teUP liabilities.´

&oPponents of lease e[pense ZeUe as folloZs�
DHFHPbHU 31�

2022 2021

:eighteG�aYeUage UePaining lease teUP�
  2peUating leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.�� �.��

)inanFing leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.�� �.��

:eighteG�aYeUage GisFoXnt Uate�
  2peUating leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.��� �.���

)inanFing leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.��� �.���

&ash paiG on opeUating lease liabilities Zas ������ anG ������ GXUing the yeaUs enGeG 'eFePbeU ��� ���� anG
'eFePbeU ��� ����� UespeFtiYely.

)XtXUe Fash payPent Zith UespeFt to lease obligations as of 'eFePbeU ��� ���� ZeUe as folloZs�

OSHUDtiQJ FiQDQFiQJ 
LHDVH LHDVHV

<eaU (nGing
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� ���
TheUeafteU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� ²
   Total lease payPents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
/ess iPpXteG inteUest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������



��

10. LRQJ�THUP DHbt

$t 'eFePbeU ��� ���� anG ����� long�teUP Gebt FonsisteG of the folloZing�

    

   IQtHUHVt DHFHPbHU 31�
RDtH �1�     2022     2021

6enioU 1otes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.��� � �  ������� � �������
$%/ 5eYolYeU . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.��� �  ����� ²
8naPoUti]eG GefeUUeG finanFing Fosts . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)

Total long�teUP Gebt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������
/ess FXUUent PatXUities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ²

/ong�teUP Gebt� net of FXUUent PatXUities . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������

(�) The 6enioU 1otes beaU inteUest at a fi[eG Uate anG the $%/ 5eYolYeU beaUs inteUest at a YaUiable Uate.

2n 0aUFh ��� ����� the &oPpany FoPpleteG a pUiYate offeUing by its Zholly�oZneG sXbsiGiaUy� &3, &* ,nF.�
of �������� aggUegate pUinFipal aPoXnt of �.���� 6enioU 6eFXUeG 1otes GXe ���� (the ³6enioU 1otes´) anG UelateG
gXaUantees. The 6enioU 1otes beaU inteUest at a Uate of �.���� peU annXP anG PatXUe on 0aUFh ��� ����. ,nteUest is
payable on the 6enioU 1otes on 0aUFh �� anG 6eptePbeU �� of eaFh yeaU.

2n 0aUFh ��� ����� the &oPpany anG &3, &* ,nF.� as boUUoZeU� enteUeG into a &UeGit $gUeePent Zith :ells
)aUgo %ank� 1ational $ssoFiation� as lenGeU� aGPinistUatiYe agent anG FollateUal agent� pUoYiGing foU an asset�baseG�
senioU seFXUeG UeYolYing FUeGit faFility of Xp to ������� (the ³$%/ 5eYolYeU´). The $%/ 5eYolYeU PatXUes on the
eaUliest to oFFXU of 0aUFh ��� ���� anG the Gate that is �� Gays pUioU to the PatXUity of the 6enioU 1otes. 2n 0aUFh ��
����� the &oPpany anG &3, &* ,nF. enteUeG into $PenGPent 1o. � to the &UeGit $gUeePent (the ³$PenGPent´)�
ZhiFh aPenGeG the $%/ 5eYolYeU. The $PenGPent� aPong otheU things� inFUeaseG the aYailable boUUoZing FapaFity
XnGeU the $%/ 5eYolYeU to �������� inFUeaseG the XnFoPPitteG aFFoUGion featXUe to ������� fUoP �������� anG UeYiseG
the inteUest Uate pUoYisions to UeplaFe the pUioU /,%25 benFhPaUk Zith XpGateG benFhPaUk pUoYisions Xsing the seFXUeG
oYeUnight finanFing Uate (³62)5´) aGPinisteUeG by the )eGeUal 5eseUYe %ank of 1eZ <oUk. 2n 2FtobeU ��� ����� the
&oPpany anG &3, &* ,nF. enteUeG into $PenGPent 1o. � to the &UeGit $gUeePent� ZhiFh aPenGeG the $%/ 5eYolYeU
to aGMXst FeUtain Ponthly GoFXPent GeliYeUy teUPs anG to FlaUify the tUeatPent of FeUtain inYentoUy.

%oUUoZings XnGeU the aPenGeG $%/ 5eYolYeU beaU inteUest at a Uate peU annXP eTXal to the appliFable teUP
62)5 aGMXsteG foU a FUeGit spUeaG� plXs an appliFable inteUest Uate PaUgin. The &oPpany Pay seleFt a one� thUee oU si[
Ponth teUP 62)5� ZhiFh is aGMXsteG foU a FUeGit spUeaG of �.��� to �.��� GepenGing on the teUP seleFteG. ThUoXgh
0aUFh ��� ����� the appliFable inteUest Uate PaUgin Uanges fUoP �.��� to �.��� GepenGing on the aYeUage e[Fess
aYailability of the faFility foU the Post UeFently FoPpleteG TXaUteU. The XnXseG poUtion of the $%/ 5eYolYeU FoPPitPent
aFFUXes a Ponthly XnXseG line fee� �.��� peU annXP thUoXgh 0aUFh ��� ����� tiPes the aggUegate aPoXnt of 5eYolYeU
FoPPitPents less the aYeUage 5eYolYeU Xsage GXUing the iPPeGiately pUeFeGing Ponth. 8nXseG line fee e[pense Zas
���� anG ���� foU the yeaU enGeG 'eFePbeU ��� ���� anG ����� UespeFtiYely. The inteUest Uate PaUgin anG XnXseG line
fee peUFentage Fhanges� effeFtiYe $pUil �� ����� to betZeen �.��� anG �.��� (inteUest Uate PaUgin) anG �.���� anG
�.��� (XnXseG FoPPitPent fee). 

The $%/ 5eYolYeU inFlXGes liPitations on the &oPpany¶s ability to boUUoZ in FeUtain sitXations� inFlXGing
liPitations baseG on the FalFXlation of a boUUoZing FapaFity anG fXUtheU liPitations that aUe tUiggeUeG if the aPoXnt
aYailable to boUUoZ XnGeU the $%/ 5eYolYeU is less than ������. The boUUoZing FapaFity UepUesents the net aYailability
XnGeU the $%/ 5eYolYeU anG is FalFXlateG as the lesseU of a) the total of FeUtain eligible assets� inFlXGing Fash� aFFoXnts
UeFeiYable anG inYentoUies� fXUtheU UeGXFeG by stateG FontUibXtion peUFentages anG aGMXstPents oU b) the ������� of
aYailable boUUoZing FapaFity XnGeU the $%/ 5eYolYeU (³%oUUoZing %ase´). The %oUUoZing %ase is fXUtheU UeGXFeG by
FUeGit line UeseUYes� letteUs of FUeGit� as Zell as the loan leGgeU balanFe oXtstanGing on the $%/ 5eYolYeU. $GGitionally�
FoPPenFing Zith the Ponth iPPeGiately folloZing a Gate on ZhiFh boUUoZing FapaFity is beloZ ������ anG Xntil sXFh
tiPe that boUUoZing FapaFity eTXals oU e[FeeGs ������ foU �� FonseFXtiYe Gays� the &oPpany PXst Paintain a fi[eG
FhaUge FoYeUage Uatio (as GefineG in the &UeGit $gUeePent foU the $%/ 5eYolYeU) gUeateU than �.��� FalFXlateG foU the
tUailing �� Ponths� in oUGeU to boUUoZ XnGeU the $%/ 5eYolYeU.



��

2n 0aUFh ��� ����� the &oPpany XseG net pUoFeeGs fUoP the 6enioU 1otes� togetheU Zith Fash on hanG anG
initial boUUoZings of ������� XnGeU the $%/ 5eYolYeU� to pay in fXll anG teUPinate a pUeYioXs 6enioU &UeGit )aFility anG
a pUeYioXs )iUst /ien TeUP /oan� anG to pay UelateG fees anG e[penses. (aUly teUPination of the 6enioU &UeGit )aFility
UeTXiUeG payPent of a ³Pake�Zhole´ pUePiXP of ������ as an eaUly teUPination penalty� ZhiFh Zas paiG on 0aUFh ���
����� anG UeFoUGeG as inteUest e[pense on the FonsoliGateG statePent of FoPpUehensiYe inFoPe foU the yeaU enGeG
'eFePbeU ��� ����.

2n 0aUFh ��� ����� the &oPpany XseG the aYailable boUUoZing FapaFity XnGeU the $%/ 5eYolYeU to fXnG the
UeGePption of ������� aggUegate pUinFipal aPoXnt of the 6enioU 1otes at a UeGePption pUiFe eTXal to ���� of the
pUinFipal aPoXnt theUeof plXs aFFUXeG anG XnpaiG inteUest theUeon to the UeGePption Gate. The GiffeUenFe betZeen the paU
YalXe anG the pXUFhase pUiFe of ���� is UeFoUGeG in ³,nteUest ([pense´ on the FonsoliGateG statePent of FoPpUehensiYe
inFoPe foU the yeaU enGeG 'eFePbeU ��� ����.

2n 'eFePbeU ��� ����� the &oPpany pXUFhaseG ������ aggUegate pUinFipal aPoXnt of the 6enioU 1otes at a
pXUFhase pUiFe eTXal to ��.��� of the pUinFipal aPoXnt theUeof plXs aFFUXeG anG XnpaiG inteUest theUeon to the pXUFhase
Gate. The GiffeUenFe betZeen the paU YalXe anG the pXUFhase pUiFe of ��� is UeFoUGeG in ³,nteUest� net´ on the
FonsoliGateG statePent of FoPpUehensiYe inFoPe foU the yeaU enGeG 'eFePbeU ��� ����.

The 6enioU 1otes aUe gXaUanteeG by the &oPpany anG FeUtain of its FXUUent anG fXtXUe Zholly�oZneG GoPestiF
sXbsiGiaUies (otheU than &3, &* ,nF. as the issXeU of the 6enioU 1otes) that gXaUantee the $%/ 5eYolYeU. The 6enioU
1otes aUe seFXUeG by sXbstantially all of the assets of &3, &* ,nF. anG the gXaUantoUs� sXbMeFt to FXstoPaUy e[Feptions.
The $%/ 5eYolYeU is gXaUanteeG by the &oPpany anG its sXbsiGiaUies (otheU than &3, &* ,nF. as boUUoZeU anG e[FlXGeG
sXbsiGiaUies)� anG is seFXUeG by sXbstantially all of the assets of &3, &* ,nF. anG the gXaUantoUs� sXbMeFt to FXstoPaUy
e[Feptions.

The 6enioU 1otes anG the $%/ 5eYolYeU Fontain FoYenants liPiting the ability of the &oPpany� &3, &* ,nF.
anG the &oPpany¶s UestUiFteG sXbsiGiaUies to� aPong otheU things� inFXU oU gXaUantee aGGitional Gebt oU issXe GisTXalifieG
stoFk oU FeUtain pUefeUUeG stoFk� FUeate oU inFXU liens� pay GiYiGenGs� UeGeeP stoFk oU Pake otheU GistUibXtions� Pake
FeUtain inYestPents� FUeate UestUiFtions on the ability of &3, &* ,nF. anG its UestUiFteG sXbsiGiaUies to pay GiYiGenGs to the
&oPpany oU Pake otheU inteUFoPpany tUansfeUs� tUansfeU oU sell assets� PeUge oU FonsoliGate� anG enteU into FeUtain
tUansaFtions Zith affiliates� sXbMeFt to a nXPbeU of iPpoUtant e[Feptions anG TXalifiFations as set foUth in the UespeFtiYe
agUeePents.

The &oPpany has obligations to Pake an offeU to Uepay the 6enioU 1otes� UeTXiUing pUepayPent in aGYanFe of
the PatXUity Gate� Xpon the oFFXUUenFe of FeUtain eYents inFlXGing a Fhange of FontUol� FeUtain asset sales anG baseG on an
annXal e[Fess Fash floZ FalFXlation. The annXal e[Fess Fash floZ FalFXlation is GeteUPineG pXUsXant to the teUPs of that
FeUtain ,nGentXUe� GateG as of 0aUFh ��� ����� by anG aPong &3, &* ,nF.� the &oPpany� the sXbsiGiaUy gXaUantoUs anG
8.6. %ank 1ational $ssoFiation� as tUXstee� Zith any UeTXiUeG pUepayPents to be PaGe afteU the issXanFe of the
&oPpany¶s annXal finanFial statePents. 1o sXFh payPent Zas UeTXiUeG to be PaGe in ���� baseG on the &oPpany¶s
opeUating UesXlts foU the yeaU enGeG 'eFePbeU ��� ����.

Deferred Financing Costs and Discount

&eUtain Fosts anG GisFoXnts inFXUUeG Zith boUUoZings aUe UefleFteG as a UeGXFtion to the long�teUP Gebt balanFe.
These Fosts aUe aPoUti]eG as an aGMXstPent to inteUest e[pense oYeU the life of the boUUoZing Xsing the effeFtiYe�inteUest
Uate PethoG. The UePaining XnaPoUti]eG Gebt issXanFe Fosts UeFoUGeG on the 6enioU 1otes ZeUe ������ anG is UepoUteG
as a UeGXFtion to the long�teUP Gebt balanFe as of 'eFePbeU ��� ����. The UePaining XnaPoUti]eG net GisFoXnt anG Gebt
issXanFe Fosts on the $%/ 5eYolYeU anG UelateG $PenGPent ZeUe ������ anG aUe UeFoUGeG as otheU assets (FXUUent anG
long�teUP) on the FonsoliGateG balanFe sheet as of 'eFePbeU ��� ����.

'XUing the yeaU enGeG 'eFePbeU ��� ����� the &oPpany UeFoUGeG a ������ loss on Gebt e[tingXishPent
Uelating to the XnaPoUti]eG GefeUUeG finanFing Fosts anG Gebt GisFoXnt in FonneFtion Zith the teUPination of the 6enioU
&UeGit )aFility anG )iUst /ien TeUP /oan� as GesFUibeG eaUlieU.



��

11. IQFRPH TDxHV 

,nFoPe ta[ e[pense anG effeFtiYe inFoPe ta[ Uates Fonsist of the folloZing�

  

DHFHPbHU 31�
   2022     2021

&XUUent ta[es�  
'oPestiF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
)oUeign. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � (�)

������ ������
'efeUUeG ta[es�  

'oPestiF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� (�����)
)oUeign. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � (�)

����� (�����)
,nFoPe ta[ e[pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � �����
,nFoPe befoUe inFoPe ta[es�

'oPestiF inFoPe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
)oUeign inFoPe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �� ��

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
(ffeFtiYe inFoPe ta[ Uate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��.� � ��.� �

The &oPpany¶s effeFtiYe ta[ Uates on pUe�ta[ inFoPe ZeUe ��.�� anG ��.�� foU the yeaUs enGeG 'eFePbeU ���
���� anG ����� UespeFtiYely. The GeFUease in the &oPpany¶s effeFtiYe ta[ Uate foU the yeaU enGeG 'eFePbeU ��� ����
FoPpaUeG to the pUioU yeaU Zas pUiPaUily GXe to a GeFUease in XnUeFogni]eG ta[ benefits GXe to the lapse of statXte of
liPitations anG faYoUable settlePents paiG to state ta[ aXthoUities. 

)oU the yeaUs enGeG 'eFePbeU ��� ���� anG ����� the effeFtiYe ta[ Uate GiffeUs fUoP the 8.6. feGeUal statXtoUy
inFoPe ta[ Uate as folloZs�

  

DHFHPbHU 31�
   2022     2021

Ta[ at feGeUal statXtoUy Uate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��.� � ��.� �
6tate ta[es� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.�  �.�
8nUeFogni]eG ta[ benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�.�) �.�
Ta[ FUeGits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�.�) (�.�)
3eUPanent itePs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.� �.�
2theU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.� �.�

(ffeFtiYe inFoPe ta[ Uate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��.� � ��.� �

)oU the yeaU enGeG 'eFePbeU ��� ���� the effeFtiYe ta[ Uate GiffeUs fUoP the feGeUal statXtoUy Uate pUiPaUily GXe
to state inFoPe ta[es� ZhiFh haG a ta[ Uate iPpaFt of �.��. 2theU itePs iPpaFting the effeFtiYe ta[ Uate in ���� inFlXGe
XnUeFogni]eG ta[ benefits anG peUPanent itePs.
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The FoPponents of the GefeUUeG ta[ assets anG liabilities aUe as folloZs�
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'efeUUeG ta[ assets�
$FFUXeG e[pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ����� � �����
1et opeUating loss FaUUyfoUZaUG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� ���
6toFk FoPpensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� ���
,nteUest liPitation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
/ease liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
&apital loss FaUUyoYeU . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
5eseaUFh anG GeYelopPent Fosts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� ²
2theU . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����

Total gUoss GefeUUeG ta[ assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
9alXation alloZanFe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)

1et GefeUUeG ta[ assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
'efeUUeG ta[ liabilities�

3lant� eTXipPent anG leaseholG iPpUoYePents. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)
,ntangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)
5ight�of�Xse assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)
2theU . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) (�����)

Total gUoss GefeUUeG ta[ liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)
1et GefeUUeG ta[ liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � (�����) � (�����)

The YalXation alloZanFe as of 'eFePbeU ��� ����� is pUiPaUily Uelating to a Fapital loss Ueali]eG on the sale of a
foUeign sXbsiGiaUy ZheUeby the &oPpany Goes not antiFipate a Fapital gain in the foUeseeable fXtXUe that ZoXlG alloZ foU
the UeFognition of the Fapital loss FaUUyoYeU. ,n aGGition� the &oPpany has a paUtial YalXation alloZanFe on FeUtain state
inteUest GeGXFtion liPitations� ZhiFh the &oPpany estiPates Pay not be fXlly Xtili]eG.

8nGeU a pUoYision in the ���� 8.6. Ta[ &Xts anG -obs $Ft� beginning in ����� UeseaUFh anG GeYelopPent Fosts
inFXUUeG aUe no longeU alloZeG as an iPPeGiate GeGXFtion foU feGeUal inFoPe ta[ pXUposes. 5atheU� these e[penGitXUes
inFXUUeG PXst be Fapitali]eG anG aPoUti]eG oYeU a fiYe�yeaU peUioG foU aFtiYities FonGXFteG in the 8niteG 6tates anG a ��
yeaU peUioG foU aFtiYities FonGXFteG oXtsiGe the 8niteG 6tates.

The &oPpany has YaUioXs state anG loFal opeUating loss FaUUyfoUZaUGs ZhiFh Zill e[piUe at YaUioXs Gates fUoP
���� to ����. The &oPpany Goes e[peFt to be able to Xtili]e these losses pUioU to e[piUation. The &oPpany UeFeiYeG
inFoPe ta[ UefXnGs in ���� of ���� fUoP the 6tate of Tennessee UelateG to a faYoUable filing position. The &oPpany
UeFeiYeG inFoPe ta[ UefXnGs in ���� of ������� ZhiFh ZeUe pUiPaUily FoPpUiseG of 8.6. feGeUal inFoPe ta[ UefXnG
FlaiPs attUibXtable to the &$5(6 $Ft pUoYisions� inFlXGing alteUnatiYe PiniPXP ta[ FUeGits anG 12/ FaUUybaFks.

The &oPpany has UeFoUGeG FoPpensation foU FeUtain FoYeUeG ePployees in e[Fess of ������ peU yeaU. 8nGeU
,nteUnal 5eYenXe &oGe (,5&) 6eFtion ���(P)� the &oPpany is pUohibiteG fUoP GeGXFting the aPoXnt of ta[
FoPpensation that e[FeeGs ������ peU yeaU foU these ePployees. The FoYeUeG ePployees aUe GefineG as the &hief
([eFXtiYe 2ffiFeU� &hief )inanFial 2ffiFeU� anG the thUee ne[t�highest�FoPpensateG offiFeUs of the &oPpany. The
&oPpany FonsiGeUs the iPpaFt of the estiPateG ,5& 6eFtion ���(P) liPitations on the fXtXUe GeGXFtibility of e[isting
tePpoUaUy GiffeUenFes.

UQUHFRJQi]HG TDx BHQHIitV

8nUeFogni]eG ta[ benefits UepUesent the aggUegate ta[ effeFt of GiffeUenFes betZeen the ta[ UetXUn positions anG
the aPoXnts otheUZise UeFogni]eG in the &oPpany¶s FonsoliGateG finanFial statePents� anG aUe UefleFteG in ³$FFUXeG
e[penses´ anG ³2theU long�teUP liabilities´ in the &oPpany¶s FonsoliGateG balanFe sheets. The &oPpany aFFoXnts foU
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XnFeUtain ta[ positions by UeFogni]ing the finanFial statePent effeFts of a ta[ pUoYision only Zhen baseG Xpon the
teFhniFal PeUits� it is ³PoUe�likely�than�not´ that the ta[ position Zill be sXstaineG Xpon e[aPination. 

 

%alanFe as of 'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � �����
,nFUease UelateG to FXUUent yeaU ta[ position . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��
'eFUease UelateG to pUioU yeaU ta[ position . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (��)
'eFUease UelateG to settlePents Zith ta[ aXthoUities� net of feGeUal benefit . . . . . . . . . . . . . . . . . . . . . . . . . . (���)
/apse of statXte of liPitations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���)
%alanFe as of 'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � �����

The &oPpany UeFogni]es inteUest anG penalties Zith UespeFt to XnUeFogni]eG ta[ benefits as a FoPponent of
inFoPe ta[ e[pense. The aPoXnt of aFFUXeG inteUest anG penalties UelateG to XnUeFogni]eG ta[ benefits foU the yeaU enGeG
'eFePbeU ��� ���� is ����� anG Zas ���� foU the yeaU enGeG 'eFePbeU ��� ����.

The &oPpany belieYes that it is Ueasonably possible that appUo[iPately ��� of its XnUeFogni]eG ta[ benefits
Pay be UeFogni]eG by the enG of ���� as a UesXlt of settlePents Zith YaUioXs state ta[ing aXthoUities� ZhiFh is UefleFteG
in ³$FFUXeG e[penses´ in the &oPpany¶s FonsoliGateG balanFe sheet as of 'eFePbeU ��� ����. The &oPpany
UeFogni]eG a GeFUease of Xp to ���� of its XnUeFogni]eG ta[ benefits� inFlXGing inteUest anG penalties� UelateG to an asset
basis ta[ position anG UeseaUFh anG GeYelopPent ta[ FUeGits as a UesXlt of a lapse of the statXte of liPitations.

12. StRFNhROGHUV¶ DHIiFit

CRPPRQ StRFN

&oPPon 6toFk has a paU YalXe of ��.��� peU shaUe. +olGeUs of &oPPon 6toFk aUe entitleG to UeFeiYe GiYiGenGs
anG GistUibXtions sXbMeFt to the paUtiFipation Uights of holGeUs of all Flasses of stoFk at the tiPe oXtstanGing� as sXFh
holGeUs Pay haYe pUioU Uights as to GiYiGenGs pXUsXant to the Uights of any seUies of 3UefeUUeG 6toFk. 8pon any
liTXiGation� GissolXtion� oU ZinGing Xp of the &oPpany� afteU UeTXiUeG payPents aUe PaGe to holGeUs of any seUies of
3UefeUUeG 6toFk� any UePaining assets of the &oPpany Zill be GistUibXteG Uatably to the holGeUs of &oPPon 6toFk.
+olGeUs of &oPPon 6toFk aUe entitleG to one Yote peU shaUe. 

13. EDUQiQJV SHU ShDUH

%asiF anG GilXteG eaUnings peU shaUe is FoPpXteG by GiYiGing net inFoPe by the ZeighteG�aYeUage nXPbeU of
FoPPon shaUes oXtstanGing GXUing the peUioG. 'ilXteG eaUnings peU shaUe UefleFts the potential GilXtion that FoXlG oFFXU
if oXtstanGing stoFk options at the pUesenteG Gates aUe e[eUFiseG anG shaUes of UestUiFteG stoFk haYe YesteG. )oU the yeaUs
enGeG 'eFePbeU ��� ���� anG ����� ������ anG ������� potentially GilXtiYe seFXUities� UespeFtiYely� aUe e[FlXGeG fUoP
the FalFXlation of GilXteG eaUnings peU shaUe beFaXse theiU inFlXsions ZoXlG be anti�GilXtiYe.

The folloZing table sets foUth the FoPpXtation of basiF anG GilXteG eaUnings peU shaUe�
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1XPeUatoU�       
1et inFoPe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������

'enoPinatoU� 
%asiF ZeighteG�aYeUage shaUes oXtstanGing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���������� ����������
'ilXtiYe shaUes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������
'ilXteG ZeighteG�aYeUage shaUes oXtstanGing. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���������� ����������

%asiF eaUnings peU shaUe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � �.�� � �.��

'ilXteG eaUnings peU shaUe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � �.�� � �.��



��

1�. CRPPitPHQtV DQG CRQtiQJHQFiHV

Commitments

5efeU to 1ote � ³)inanFing anG 2peUating /eases´ foU Getails on the &oPpany¶s fXtXUe Fash payPents Zith
UespeFt to finanFing anG opeUating leases. 'XUing the noUPal FoXUse of bXsiness� the &oPpany enteUs into non�
FanFellable agUeePents to pXUFhase gooGs anG seUYiFes� inFlXGing pUoGXFtion eTXipPent anG infoUPation teFhnology
systePs. The &oPpany leases Ueal pUopeUty foU its faFilities XnGeU non�FanFellable opeUating lease agUeePents. /anG anG
faFility leases e[piUe at YaUioXs Gates betZeen ���� anG ���� anG Fontain YaUioXs pUoYisions foU Uental aGMXstPents anG
UeneZals. The leases typiFally UeTXiUe the &oPpany to pay pUopeUty ta[es� insXUanFe anG noUPal PaintenanFe Fosts. The
&oPpany¶s finanFing leases e[piUe at YaUioXs Gates betZeen ���� anG ���� anG Fontain pXUFhase options ZhiFh the
&oPpany Pay e[eUFise to keep the PaFhineUy in Xse.

Contingencies

,n aFFoUGanFe Zith appliFable aFFoXnting gXiGanFe� the &oPpany establishes an aFFUXeG e[pense Zhen loss
FontingenFies aUe both pUobable anG estiPable. ,n sXFh Fases� theUe Pay be an e[posXUe to loss in e[Fess of any aPoXnts
aFFUXeG. $s a PatteU GeYelops� the &oPpany� in FonMXnFtion Zith any oXtsiGe FoXnsel hanGling the PatteU� eYalXates on
an ongoing basis ZhetheU sXFh PatteU pUesents a loss FontingenFy that is pUobable anG estiPable. 2nFe the loss
FontingenFy is GeePeG to be both pUobable anG estiPable� the &oPpany Zill establish an aFFUXeG e[pense anG UeFoUG a
FoUUesponGing aPoXnt of e[pense. The &oPpany e[penses pUofessional fees assoFiateG Zith litigation FlaiPs anG
assessPents as inFXUUeG.

Smart Packaging Solutions SA v. CPI Card Group Inc.

2n $pUil ��� ����� 6PaUt 3aFkaging 6olXtions� 6$ (³636´) fileG a patent infUingePent laZsXit against the
&oPpany in the 8niteG 6tates 'istUiFt &oXUt foU the 'istUiFt of 'elaZaUe seeking an XnspeFifieG aPoXnt of GaPages anG
eTXitable Uelief. ,n the FoPplaint� 636 alleges that the &oPpany infUingeG foXU patents that 636 has e[FlXsiYely liFenseG
fUoP )einiFs $PaTeFh TeoUanta. The patents all Uelate to antenna teFhnology. 636 alleges that the &oPpany
inFoUpoUates the patenteG teFhnology into its pUoGXFts that Xse FontaFtless FoPPXniFation. The &oPpany Goes not
pUoGXFe antennas� it pXUFhases FeUtain antenna�UelateG FoPponents fUoP 636 anG a nXPbeU of otheU sXpplieUs. The
&oPpany¶s Potion to GisPiss the FoPplaint is FXUUently penGing. $GGitionally� a thiUG paUty� ,nfineon� has fileG UeTXests
foU ,nteU 3aUties 5eYieZ (³,35´) pUoFeeGings FonFeUning eaFh of the foXU patents. $s a UesXlt� the 'elaZaUe 'istUiFt
&oXUt stayeG the Fase penGing UesolXtion of the UeTXests foU UeYieZ. The 8niteG 6tates 3atent 2ffiFe has institXteG
pUoFeeGings Zith UespeFt to all of the ,35 UeTXests. The FXUUent pUoFeeGings in the patent offiFe aUe sFheGXleG to UXn
thUoXgh 6eptePbeU ����. 6hoXlG the patents sXUYiYe UeYieZ by the 8niteG 6tates 3atent 2ffiFe� the &oPpany intenGs to
GefenG the sXit YigoUoXsly. +oZeYeU� no assXUanFe Fan be giYen that this PatteU Zill be UesolYeG faYoUably. 'Xe to the
stage of this PatteU� the &oPpany is Xnable to pUeGiFt the oXtFoPe oU the possible loss oU Uange of loss� if any� assoFiateG
Zith this PatteU� anG no liability has been UeFoUGeG as of 'eFePbeU ��� ����. 

,n aGGition to the PatteU GesFUibeG aboYe� the &oPpany Pay be sXbMeFt to UoXtine legal pUoFeeGings in the
oUGinaUy FoXUse of bXsiness. The &oPpany belieYes that the XltiPate UesolXtion of any sXFh PatteUs Zill not haYe a
PateUial aGYeUse effeFt on its bXsiness� finanFial FonGition oU UesXlts of opeUations.

Voluntary Disclosure Program

The &oPpany is sXbMeFt to XnFlaiPeG oU abanGoneG pUopeUty (esFheat) laZs ZhiFh UeTXiUe it to tXUn oYeU to
state goYeUnPental aXthoUities the pUopeUty of otheUs helG by the &oPpany that has been XnFlaiPeG foU speFifieG peUioGs
of tiPe. 3UopeUty sXbMeFt to esFheat laZs geneUally Uelates to XnFasheG FheFks� tUaGe aFFoXnts UeFeiYable FUeGits anG
XnpaiG payable balanFes. 'XUing the seFonG TXaUteU of ����� the &oPpany UeFeiYeG a letteU fUoP the 'elaZaUe 6eFUetaUy
of 6tate inYiting the &oPpany to paUtiFipate in the 'elaZaUe 6eFUetaUy of 6tate¶s $banGoneG oU 8nFlaiPeG 3UopeUty
9olXntaUy 'isFlosXUe $gUeePent 3UogUaP to aYoiG being sent an aXGit notiFe by the 'elaZaUe 'epaUtPent of )inanFe.
2n $XgXst ��� ����� the &oPpany enteUeG into 'elaZaUe¶s 9olXntaUy 'isFlosXUe $gUeePent 3UogUaP in oUGeU to
YolXntaUily FoPply Zith 'elaZaUe¶s abanGoneG pUopeUty laZ in e[Fhange foU FeUtain pUoteFtions anG benefits. The
&oPpany intenGs to ZoUk in gooG faith to FoPplete a UeYieZ of its books anG UeFoUGs UelateG to XnFlaiPeG oU abanGoneG
pUopeUty GXUing the peUioGs UeTXiUeG XnGeU the pUogUaP. $ny potential loss� oU Uange of loss� that Pay UesXlt fUoP this
PatteU is not FXUUently Ueasonably estiPable.
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15. EPSOR\HH BHQHIit PODQ

The &oPpany Paintains a TXalifieG GefineG�FontUibXtion plan XnGeU the pUoYisions of the ,nteUnal 5eYenXe
&oGe 6eFtion ���(k)� ZhiFh FoYeUs sXbstantially all ePployees in the 8niteG 6tates Zho Peet FeUtain eligibility
UeTXiUePents. 8nGeU the plan� paUtiFipants Pay GefeU theiU salaUy sXbMeFt to statXtoUy liPitations anG Pay GiUeFt the
FontUibXtions aPong YaUioXs inYestPent options. The &oPpany PatFhes ���� of the paUtiFipant¶s fiUst �� of GefeUUals
anG ��� PatFhing on eaFh of the �th anG �th peUFent FontUibXteG by the paUtiFipant. $s the &oPpany opeUates the plan as
a safe haUboU ���(k) plan� the &oPpany¶s PatFh is ���� YesteG at the tiPe of the PatFh.

The aggUegate aPoXnts FhaUgeG to e[pense in FonneFtion Zith the plan ZeUe ������ anG ������ foU the yeaUs
enGeG 'eFePbeU ��� ���� anG ����� UespeFtiYely.

16. StRFN�BDVHG CRPSHQVDtiRQ

CPI Card Group Inc. Omnibus Incentive Plan

,n 2FtobeU ����� the &oPpany aGopteG the &3, &aUG *UoXp ,nF. 2PnibXs ,nFentiYe 3lan (the ³2PnibXs 3lan´)
pXUsXant to ZhiFh Fash anG eTXity�baseG inFentiYes Pay be gUanteG to paUtiFipating ePployees� aGYisoUs anG GiUeFtoUs.
2n 0ay ��� ����� the &oPpany¶s stoFkholGeUs appUoYeG an aPenGPent anG UestatePent of the 2PnibXs 3lan to� aPong
otheU things� inFUease the total nXPbeU of shaUes of the &oPpany¶s &oPPon 6toFk UeseUYeG anG aYailable foU issXanFe
theUeXnGeU by ��������� shaUes UesXlting in a total of ��������� shaUes of &oPPon 6toFk issXable XnGeU the 2PnibXs
3lan. $s of 'eFePbeU ��� ����� theUe ZeUe ������� shaUes of &oPPon 6toFk aYailable foU gUant XnGeU the 2PnibXs
3lan. 2ptions haYe ��yeaU teUPs anG aUe issXeG Zith e[eUFise pUiFes eTXal to the faiU PaUket YalXe of the &oPpany¶s
FoPPon stoFk on the gUant Gate.

The folloZing is a sXPPaUy of the aFtiYity in oXtstanGing stoFk options XnGeU the 2PnibXs 3lan�

:HiJhtHG�AYHUDJH
:HiJhtHG�AYHUDJH RHPDiQiQJ AJJUHJDtH

ExHUFiVH CRQtUDFtXDO THUP IQtUiQViF
  OStiRQV   PUiFH   �iQ YHDUV�   9DOXH

2XtstanGing as of 'eFePbeU ��� ����. . . . . . . . . . . . . . . . . . . . . ������� � ��.�� �.��
*UanteG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ��.�� �.��
([eUFiseG. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) �.�� ²
([piUeG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�����) ��.�� ²
)oUfeiteG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) ��.�� ²

2XtstanGing as of 'eFePbeU ��� ����. . . . . . . . . . . . . . . . . . . . . ������� � ��.�� �.�� � ������
2ptions YesteG anG e[eUFisable as of 'eFePbeU ��� ���� . . . . . ������� � ��.�� �.�� � ������
2ptions YesteG anG e[peFteG to Yest as of 'eFePbeU ��� ����. . ������� � ��.�� �.�� � ������

The folloZing is a sXPPaUy of the aFtiYity in XnYesteG stoFk options XnGeU the 2PnibXs 3lan�

 

:HiJhtHG�AYHUDJH
*UDQt�DDtH

   NXPbHU    FDiU 9DOXH

8nYesteG as of 'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ������� � ��.��
*UanteG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ������  �.��
9esteG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (������)  ��.��
)oUfeiteG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (������)  ��.��

8nYesteG as of 'eFePbeU ��� ���� . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ������� � �.��

8nYesteG stoFk options of ������� as of 'eFePbeU ��� ���� haYe a seYen�yeaU teUP anG aUe e[peFteG to Yest
Uatably oYeU a tZo�yeaU peUioG on eaFh anniYeUsaUy of the gUant Gate. The ZeighteG aYeUage faiU YalXe of options gUanteG
GXUing the yeaUs enGeG 'eFePbeU ��� ���� anG ���� Zas ��.�� anG ���.��� UespeFtiYely. The total intUinsiF YalXe of



��

options e[eUFiseG GXUing the yeaUs enGeG 'eFePbeU ��� ���� anG ���� Zas ���� anG ����� UespeFtiYely. The total faiU
YalXe of options YesteG GXUing the yeaUs enGeG 'eFePbeU ��� ���� anG ���� Zas ������ anG ���� UespeFtiYely.

The faiU YalXe of the stoFk option aZaUGs gUanteG foU the yeaUs enGeG 'eFePbeU ��� ���� anG
����� ZeUe GeteUPineG Xsing a %laFk�6Fholes option�pUiFing PoGel Zith the folloZing ZeighteG�aYeUage assXPptions�

DHFHPbHU 31�
    2022     2021

([peFteG teUP in yeaUs (�) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.�� �.��
9olatility (�) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��.� � ��.� �
5isk�fUee inteUest Uate (�) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . �.�� � �.�� �
'iYiGenG yielG (�) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ² � ² �

(�) The &oPpany estiPateG the e[peFteG teUP baseG on the aYeUage of the ZeighteG�aYeUage Yesting peUioG anG the FontUaFtXal teUP of the
stoFk option aZaUGs by Xtili]ing the ³siPplifieG PethoG´� as the &oPpany Goes not haYe sXffiFient aYailable histoUiFal Gata to estiPate the
e[peFteG teUP of these stoFk option aZaUGs.

(�) 9olatility Zas baseG on a Zeighting of the &oPpany¶s histoUiFal Yolatility anG its peeU gUoXp� ZhiFh is FoPpUiseG of FoPpanies Zith siPilaU
inGXstUy� si]e� anG finanFial leYeUage.

(�) The Uisk�fUee inteUest Uate Zas GeteUPineG by Xsing the 8niteG 6tates TUeasXUy Uate foU the peUioG Fonsistent Zith the e[peFteG option teUP
GesFUibeG aboYe.

(�) The &oPpany¶s e[peFteG annXal GiYiGenG yielG Zas ]eUo baseG on FXUUent pUaFtiFe.
 

The folloZing table sXPPaUi]es the Fhanges in the nXPbeU of oXtstanGing UestUiFteG stoFk Xnits foU the yeaU
enGeG 'eFePbeU ��� ���� XnGeU the 2PnibXs 3lan�

 

:HiJhtHG�AYHUDJH
   RHPDiQiQJ

:HiJhtHG�AYHUDJH APRUti]DtiRQ
*UDQt�DDtH PHUiRG

   ShDUHV    FDiU 9DOXH    �iQ YHDUV�

2XtstanGing as of 'eFePbeU ��� ����. . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� � ��.��
*UanteG. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ��.��
9esteG. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (�������) �.��
)oUfeiteG. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) ��.��
2XtstanGing as of 'eFePbeU ��� ����. . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ � ��.�� �.��

The UestUiFteG stoFk Xnit aZaUGs Fontain FonGitions assoFiateG Zith FontinXeG ePployPent oU seUYiFe.
5estUiFteG stoFk Xnits gUanteG in ���� aUe e[peFteG to Yest Uatably oYeU a tZo�yeaU peUioG on eaFh anniYeUsaUy of the
gUant Gate. 2n the Yesting Gate� shaUes of &oPPon 6toFk Zill be issXeG to the aZaUG UeFipients. The ZeighteG aYeUage
faiU YalXe of UestUiFteG stoFk Xnits gUanteG GXUing the yeaUs enGeG 'eFePbeU ��� ���� anG ���� Zas ���.�� anG ���.���
UespeFtiYely. The total faiU YalXe of shaUes YesteG Zas GXUing the yeaU enGeG 'eFePbeU ��� ���� Zas ������ anG theUe
ZeUe no shaUes YesteG GXUing the yeaU enGeG 'eFePbeU ��� ����.

&oPpensation e[pense foU the 2PnibXs 3lan foU the yeaUs enGeG 'eFePbeU ��� ���� anG ���� Zas ������ anG
������� UespeFtiYely� anG the &oPpany Ueali]eG total ta[ benefits GXUing the yeaUs enGeG 'eFePbeU ��� ���� anG ����
fUoP stoFk�baseG FoPpensation of ���� anG ���� UespeFtiYely. $s of 'eFePbeU ��� ����� the total XnUeFogni]eG
FoPpensation e[pense UelateG to XnYesteG options anG UestUiFteG stoFk Xnits is ������� ZhiFh the &oPpany e[peFts to
UeFogni]e oYeU an estiPateG ZeighteG�aYeUage peUioG of appUo[iPately �.�� yeaUs.

1�. SHJPHQt RHSRUtiQJ

The &oPpany has iGentifieG UepoUtable segPents that UepUesent ��� oU PoUe of its net sales� (%,T'$ (as
GefineG beloZ) oU total assets� oU Zhen the &oPpany belieYes infoUPation aboXt the segPent ZoXlG be XsefXl to the
UeaGeUs of the finanFial statePents. The &oPpany¶s Fhief opeUating GeFision PakeU is its &hief ([eFXtiYe 2ffiFeU� Zho is
FhaUgeG Zith PanagePent of the &oPpany anG is Uesponsible foU the eYalXation of opeUating peUfoUPanFe anG GeFision
Paking aboXt the alloFation of UesoXUFes to opeUating segPents baseG on PeasXUes� sXFh as net sales anG (%,T'$.

(%,T'$ is the pUiPaUy PeasXUe XseG by the &oPpany¶s Fhief opeUating GeFision PakeU to eYalXate segPent
opeUating peUfoUPanFe. $s the &oPpany Xses the teUP� ³(%,T'$´ is GefineG as inFoPe befoUe inteUest e[pense� inFoPe
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ta[es� GepUeFiation anG aPoUti]ation. The &oPpany¶s Fhief opeUating GeFision PakeU belieYes (%,T'$ is a PeaningfXl
PeasXUe anG is XsefXl as a sXpplePent to *$$3 PeasXUes as it UepUesents a tUanspaUent YieZ of the &oPpany¶s opeUating
peUfoUPanFe that is XnaffeFteG by flXFtXations in pUopeUty� eTXipPent anG leaseholG iPpUoYePent aGGitions. The
&oPpany¶s Fhief opeUating GeFision PakeU Xses (%,T'$ to peUfoUP peUioGiF UeYieZs anG FoPpaUison of opeUating
tUenGs anG to iGentify stUategies to iPpUoYe the alloFation of UesoXUFes aPongst segPents.

$s of 'eFePbeU ��� ����� the &oPpany¶s UepoUtable segPents ZeUe as folloZs�

• 'ebit anG &UeGit�
• 3UepaiG 'ebit� anG
• 2theU.

Debit and Credit Segment

The 'ebit anG &UeGit segPent pUiPaUily pUoGXFes )inanFial 3ayPent &aUGs anG pUoYiGes integUateG FaUG
seUYiFes to FaUG�issXing finanFial institXtions pUiPaUily in the 8niteG 6tates. 3UoGXFts pUoGXFeG by this segPent pUiPaUily
inFlXGe (09 anG non�(09 )inanFial 3ayPent &aUGs� inFlXGing FontaFt anG FontaFtless FaUGs� anG (aUth (lePentsT0

(Fo�)oFXseG &aUGs. The &oPpany also sells &aUG#2nFe instant FaUG issXanFe solXtions� anG pUiYate label FUeGit FaUGs
that aUe not issXeG on the netZoUks of the 3ayPent &aUG %UanGs. The &oPpany pUoYiGes pUint�on�GePanG seUYiFes�
ZheUe iPages� peUsonali]eG payPent FaUGs� anG UelateG FollateUal aUe pUoGXFeG on a one�by�one� on GePanG basis foU
FXstoPeUs. This segPent also pUoYiGes a YaUiety of integUateG FaUG seUYiFes� inFlXGing FaUG peUsonali]ation anG
fXlfillPent seUYiFes anG instant issXanFe seUYiFes. The 'ebit anG &UeGit segPent faFilities anG opeUations aUe aXGiteG foU
FoPplianFe Zith the stanGaUGs of the 3ayPent &aUG ,nGXstUy 6eFXUity 6tanGaUGs &oXnFil by PXltiple 3ayPent &aUG
%UanGs.

Prepaid Debit Segment

The 3UepaiG 'ebit segPent pUiPaUily pUoYiGes integUateG pUepaiG FaUG seUYiFes to 3UepaiG 'ebit &aUG pUoYiGeUs
in the 8niteG 6tates� inFlXGing taPpeU�eYiGent seFXUity paFkaging. This segPent also pUoGXFes )inanFial 3ayPent &aUGs
issXeG on the netZoUks of the 3ayPent &aUG %UanGs that aUe inFlXGeG in the taPpeU�eYiGent seFXUity paFkages. The
3UepaiG 'ebit segPent faFilities anG opeUations aUe aXGiteG foU FoPplianFe Zith the stanGaUGs of the 3ayPent &aUG
,nGXstUy 6eFXUity 6tanGaUGs &oXnFil by PXltiple 3ayPent &aUG %UanGs.

Other

The 2theU segPent inFlXGes FoUpoUate e[penses. 

Performance Measures of Reportable Segments

1et sales anG (%,T'$ of the &oPpany¶s UepoUtable segPents foU the yeaUs enGeG 'eFePbeU ��� ���� anG ����
ZeUe as folloZs�

NHt SDOHV EBITDA
DHFHPbHU 31� DHFHPbHU 31�

2022 2021    2022  2021

'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������  �  ������� � ������
3UepaiG 'ebit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������ ������ ������
2theU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ² ² (������) (������)
,nteUsegPent eliPinations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . (���) (���) ² ²

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������  �  ������ � ������

The folloZing table pUoYiGes a UeFonFiliation of total segPent (%,T'$ to net inFoPe foU the yeaUs enGeG
'eFePbeU ��� ���� anG �����
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DHFHPbHU 31�
2022    2021

Total segPent (%,T'$ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������
,nteUest� net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)
,nFoPe ta[ e[pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (�����)
'epUeFiation anG aPoUti]ation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (������) (������)

1et inFoPe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������

Balance Sheet Data of Reportable Segments

Total assets of the &oPpany¶s UepoUtable segPents as of 'eFePbeU ��� ���� anG ���� ZeUe as folloZs�

DHFHPbHU 31�
2022    2021

'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������
3UepaiG 'ebit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������
2theU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������ ������

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������

Capital Expenditures of Reportable Segments

Total Fapital e[penGitXUes of the &oPpany¶s UepoUtable segPents as of 'eFePbeU ��� ���� anG ���� ZeUe as
folloZs�

DHFHPbHU 31�
2022    2021

'ebit anG &UeGit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � �����
3UepaiG 'ebit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ����� �����
2theU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ��� ���

Total FoPpany Fapital e[penGitXUes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������ � ������

Net Sales to Geographic Location; Property, Equipment and Leasehold Improvements and Long-Lived assets by
Geographic Segments

(aFh of the &oPpany¶s 1et 6ales� 3UopeUty� (TXipPent anG /easeholG ,PpUoYePents� anG /ong�/iYeG assets
Uelating to geogUaphiF loFations oXtsiGe of the 8niteG 6tates is insignifiFant.

Net Sales by Product and Services

1et sales fUoP pUoGXFts anG seUYiFes solG by the &oPpany foU the yeaUs enGeG 'eFePbeU ��� ���� anG ����
ZeUe as folloZs�

 

DHFHPbHU 31�
2022    2021

3UoGXFt net sales(�). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������
6eUYiFes net sales(�) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ������� �������

Total net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � ������� � �������

(�) ³3UoGXFts´ net sales inFlXGe the Gesign anG pUoGXFtion of )inanFial 3ayPent &aUGs in FontaFt�(09� FontaFtless (09� Petal� FontaFtless
anG PagnetiF stUipe FaUG foUPats. The &oPpany also geneUates ³3UoGXFts´ UeYenXe fUoP the sale of &aUG#2nFe pUinteUs anG FonsXPables�
pUiYate label FUeGit FaUGs anG Uetail gift FaUGs.

(�) ³6eUYiFes´ net sales inFlXGe UeYenXe fUoP the peUsonali]ation anG fXlfillPent of )inanFial 3ayPent &aUGs� pUoYiGing taPpeU�eYiGent
seFXUity paFkaging anG fXlfillPent seUYiFes to 3UepaiG 'ebit &aUG pUogUaP PanageUs anG 6aa6 peUsonali]ation of instant issXanFe FaUGs.
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ItHP 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

1one.

ItHP 9A. Controls and Procedures

EYDOXDtiRQ RI DiVFORVXUH CRQtUROV DQG PURFHGXUHV
 

 8nGeU the sXpeUYision of anG Zith the paUtiFipation of oXU PanagePent� inFlXGing oXU &hief ([eFXtiYe 2ffiFeU
(³&(2´) anG oXU &hief )inanFial 2ffiFeU (³&)2´)� Ze FonGXFteG an eYalXation of the effeFtiYeness of oXU GisFlosXUe
FontUols anG pUoFeGXUes (as GefineG in 5Xles ��a���, anG ��G���, XnGeU the 6eFXUities ([Fhange $Ft of ����� as
aPenGeG (the ³([Fhange $Ft´)) as of 'eFePbeU ��� ����. 'isFlosXUe FontUols anG pUoFeGXUes aUe GesigneG to ensXUe
that infoUPation UeTXiUeG to be GisFloseG by Xs in oXU ([Fhange $Ft UepoUts is UeFoUGeG� pUoFesseG� sXPPaUi]eG� anG
UepoUteG Zithin the tiPe peUioGs speFifiF in the 6(&¶s UXles anG foUPs� anG that sXFh infoUPation is aFFXPXlateG anG
FoPPXniFateG to oXU PanagePent� inFlXGing oXU &(2 anG &)2� as appUopUiate to alloZ tiPely GeFisions UegaUGing
UeTXiUeG GisFlosXUe.  %aseG Xpon that eYalXation� as GisFXsseG beloZ� oXU &hief ([eFXtiYe 2ffiFeU anG &hief )inanFial
2ffiFeU haYe FonFlXGeG that� as of the enG of the peUioG FoYeUeG by the $nnXal 5epoUt� oXU GisFlosXUe FontUols anG
pUoFeGXUes ZeUe effeFtiYe as of 'eFePbeU ��� ���� as a UesXlt of the UePeGiation of the PateUial Zeaknesses GisFXsseG
beloZ.

0DQDJHPHQt¶V RHSRUt RQ IQtHUQDO CRQtURO RYHU FiQDQFiDO RHSRUtiQJ
 

0anagePent� inFlXGing oXU pUinFipal e[eFXtiYe offiFeU anG pUinFipal finanFial offiFeU� is Uesponsible foU
establishing anG Paintaining aGeTXate inteUnal FontUol oYeU finanFial UepoUting foU the &oPpany. The &oPpany¶s
inteUnal FontUol oYeU finanFial UepoUting Zas GesigneG to pUoYiGe Ueasonable assXUanFe UegaUGing the Ueliability of
finanFial UepoUting anG the pUepaUation anG faiU pUesentation of pXblisheG finanFial statePents in aFFoUGanFe Zith
geneUally aFFepteG aFFoXnting pUinFiples. The &oPpany¶s inteUnal FontUol oYeU finanFial UepoUting inFlXGes those
poliFies anG pUoFeGXUes that (i) peUtain to the PaintenanFe of UeFoUGs that� in Ueasonable Getail� aFFXUately anG faiUly
UefleFt the tUansaFtions anG Gispositions of the assets of the &oPpany� (ii) pUoYiGe Ueasonable assXUanFe that tUansaFtions
aUe UeFoUGeG as neFessaUy to peUPit pUepaUation of finanFial statePents in aFFoUGanFe Zith geneUally aFFepteG aFFoXnting
pUinFiples� anG that UeFeipts anG e[penGitXUes of the &oPpany aUe being PaGe only in aFFoUGanFe Zith aXthoUi]ations of
the &oPpany¶s PanagePent anG GiUeFtoUs� anG (iii) pUoYiGe Ueasonable assXUanFe UegaUGing pUeYention oU tiPely
GeteFtion of XnaXthoUi]eG aFTXisition� Xse oU Gisposition of the &oPpany¶s assets that FoXlG haYe a PateUial effeFt on the
finanFial statePents. 

%aseG on its inheUent liPitations� inteUnal FontUol oYeU finanFial UepoUting Pay not pUeYent oU GeteFt
PisstatePents. $lso� pUoMeFtions of any eYalXation of effeFtiYeness to fXtXUe peUioGs aUe sXbMeFt to the Uisk that FontUols
Pay beFoPe inaGeTXate beFaXse of Fhanges in FonGitions� oU that the GegUee of FoPplianFe Zith the poliFies anG
pUoFeGXUes Pay GeteUioUate.

0anagePent has assesseG the effeFtiYeness of the &oPpany¶s inteUnal FontUol oYeU finanFial UepoUting as of
'eFePbeU ��� ���� baseG on FUiteUia establisheG in ,nteUnal &ontUol ± ,ntegUateG )UaPeZoUk (����) issXeG by the
&oPPittee of 6ponsoUing 2Ugani]ations of the TUeaGZay &oPPission. %aseG on the UesXlts of its eYalXation� the
&oPpany¶s PanagePent FonFlXGeG that as of 'eFePbeU ��� ����� the &oPpany¶s inteUnal FontUol oYeU finanFial
UepoUting is effeFtiYe. The &oPpany¶s inGepenGent UegisteUeG pXbliF aFFoXnting fiUP aXGiteG the FonsoliGateG finanFial
statePents anG UelateG notes in the $nnXal 5epoUt on )oUP ���. anG haYe issXeG an aXGit UepoUt on the effeFtiYeness of
the &oPpany¶s inteUnal FontUol oYeU finanFial UepoUting. TheiU UepoUt appeaUs in this $nnXal 5epoUt on )oUP ���..

Remediation of Previously Disclosed Material Weaknesses in Internal Control over Financial Reporting
 

$s pUeYioXsly GisFloseG in ,teP �$ of oXU $nnXal 5epoUt on )oUP ���. foU the yeaU enGeG 'eFePbeU ��� ����
anG on oXU )oUPs ���4 foU the TXaUteUs enGeG 0aUFh ��� -Xne ��� anG 6eptePbeU ��� ����� PanagePent haG then
FonFlXGeG that Ze iGentifieG a PateUial Zeakness in oXU Uisk assessPent pUiPaUily GXe to an inaGeTXate FoPplePent of
peUsonnel Zith UeTXisite e[peUienFe in the Gesign anG iPplePentation of FontUols. This UesXlteG in ineffeFtiYe geneUal
infoUPation teFhnology FontUols oYeU XseU aFFess aGPinistUation Zithin the UeYenXe systeP at FeUtain loFations� anG
Fhange PanagePent UelateG to the GeYelopPent of FXstoPi]eG UepoUts.  'Xe to the geneUal infoUPation teFhnology
FontUol GefiFienFies� FeUtain pUoFess�leYel aXtoPateG FontUols anG PanXal FontUols that aUe GepenGent on the



��

FoPpleteness anG aFFXUaFy of infoUPation GeUiYeG fUoP the affeFteG infoUPation teFhnology systePs ZeUe also
ineffeFtiYe beFaXse they FoXlG haYe been aGYeUsely iPpaFteG.  The GefiFienFies in Uisk assessPent also UesXlteG in
ineffeFtiYe (i) MoXUnal entUy FontUols GXe to inaGeTXate UeYieZ foU segUegation of GXties on MoXUnal entUies pUoFesseG in
batFhes� anG (ii) FontUols oYeU the aFFXUaFy of the sales pUiFe foU sales in FeUtain loFations. :e also iGentifieG ineffeFtiYe
FontUols oYeU UeYieZ anG aXthoUi]ation of FeUtain tUansaFtions in the pXUFhasing pUoFess GXe to inaGeTXate
FoPPXniFation anG PonitoUing aFtiYities. The PateUial Zeaknesses GiG not UesXlt in any iGentifieG PateUial
PisstatePents to the finanFial statePents anG theUe ZeUe no Fhanges to pUeYioXsly UepoUteG finanFial UesXlts.
 

To UePeGiate the PateUial Zeaknesses UefeUenFeG aboYe� Zith the oYeUsight of the $XGit &oPPittee anG oXU
%oaUG of 'iUeFtoUs� Ze iPplePenteG Fhanges to oXU inteUnal FontUol oYeU finanFial UepoUting� ZheUeby Ze FonGXFteG
tUainings� hiUeG aGGitional TXalifieG UesoXUFes anG engageG a nationally UeFogni]eG aFFoXnting fiUP to assist Zith the
Gesign anG iPplePentation of FontUol pUoFeGXUes to aGGUess the iGentifieG Uisks of PateUial PisstatePents in key pUoFess
aUeas. :e iPplePenteG systeP FontUols anG PanXal PonitoUing aFtiYities to ensXUe appUopUiate segUegation of GXties
oYeU MoXUnal entUies pUoFesseG in batFhes. :e enhanFeG XseU aFFess FontUols oYeU the UeYenXe systeP at FeUtain loFations.
:e enhanFeG oXU Fhange PanagePent FontUols Uelating to the GeYelopPent anG Fhanges to FXstoP UepoUts in FeUtain
infoUPation teFhnology systePs anG haYe been peUfoUPing aGGitional analysis oYeU soXUFe GoFXPentation to
appUopUiately sXppoUt infoUPation XseG� pUiPaUily in the pXUFhasing anG UeYenXe pUoFesses. 0anagePent also
iPplePenteG inteUnal FontUols UeTXiUing appUopUiate UeYieZs anG Uetention of GoFXPentation of those UeYieZs Zith UegaUG
to oXU UeYenXe pUoFess� as Zell as FontUols oYeU the aFFXUaFy of the sales pUiFe Zithin the UeYenXe systeP at FeUtain
loFations. )inally� Ze enhanFeG oXU FontUols UeTXiUing appUopUiate UeYieZs anG appUoYals anG Uetention of GoFXPentation
Zith UegaUG to the pXUFhasing pUoFess.    
 

:e FoPpleteG GoFXPentation of the aFtions GesFUibeG aboYe� anG baseG on the eYiGenFe obtaineG in YaliGating
the Gesign anG opeUating effeFtiYeness of the iPplePenteG FontUols� Ze haYe FonFlXGeG that the pUeYioXsly GisFloseG
PateUial Zeaknesses ZeUe UePeGiateG as of 'eFePbeU ��� ����.
 
ChDQJHV iQ IQtHUQDO CRQtURO RYHU FiQDQFiDO RHSRUtiQJ
 

([Fept foU the Fhanges in inteUnal FontUol oYeU finanFial UepoUting UelateG to the UePeGiation of the PateUial
Zeaknesses GesFUibeG aboYe� theUe haYe been no Fhanges in oXU inteUnal FontUol oYeU finanFial UepoUting iGentifieG in
FonneFtion Zith the eYalXation UeTXiUeG by 5Xles ��a���(G) anG ��G���(G) of the ([Fhange $Ft that oFFXUUeG GXUing oXU
foXUth TXaUteU of ���� that haYe PateUially affeFteG� oU aUe Ueasonably likely to PateUially affeFt� oXU inteUnal FontUol
oYeU finanFial UepoUting.

ItHP 9B. Other Information

>1one@

ItHP 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

1ot appliFable.

PART III

ItHP 10. Directors, Executive Officers and Corporate Governance

The infoUPation UeTXiUeG by this ,teP Zill be inFlXGeG in oXU GefinitiYe 3Uo[y 6tatePent foU the ���� $nnXal 0eeting of
6toFkholGeUs (the ³3Uo[y 6tatePent´)� ZhiFh Ze e[peFt to be fileG Zithin ��� Gays of the enG of oXU fisFal yeaU enGeG
'eFePbeU ��� ���� anG is inFoUpoUateG heUein by UefeUenFe.

ItHP 11. Executive Compensation

,nfoUPation Uelating to oXU e[eFXtiYe offiFeU anG GiUeFtoU FoPpensation is inFoUpoUateG heUein by UefeUenFe to the 3Uo[y
6tatePent.
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ItHP 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

,nfoUPation Uelating to seFXUity oZneUship of FeUtain benefiFial oZneUs of oXU FoPPon stoFk anG infoUPation Uelating to
the seFXUity oZneUship of the UegistUant¶s PanagePent is inFoUpoUateG heUein by UefeUenFe to the 3Uo[y 6tatePent.

ItHP 13. Certain Relationships and Related Transactions, and Director Independence

,nfoUPation Uelating to FeUtain Uelationships anG UelateG tUansaFtions anG GiUeFtoU inGepenGenFe is inFoUpoUateG heUein by
UefeUenFe to the 3Uo[y 6tatePent.

ItHP 1�. Principal Accountant Fees and Services

,nfoUPation UegaUGing pUinFipal aFFoXntant fees anG seUYiFes is inFoUpoUateG heUein by UefeUenFe to the 3Uo[y 6tatePent.
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PART I9

ItHP 15. Exhibits and Financial Statement Schedules

The folloZing GoFXPents aUe fileG as paUt of this )oUP ���..

�. )inanFial 6tatePents fileG as a paUt of this GoFXPent XnGeU ,teP �.

5epoUt of ,nGepenGent 5egisteUeG 3XbliF $FFoXnting )iUP
&onsoliGateG %alanFe 6heets
&onsoliGateG 6tatePents of 2peUations anG &oPpUehensiYe ,nFoPe
&onsoliGateG 6tatePents of 6toFkholGeUs¶ 'efiFit
&onsoliGateG 6tatePents of &ash )loZs
1otes to &onsoliGateG )inanFial 6tatePents

�. )inanFial 6tatePent 6FheGXle

$ll finanFial statePent sFheGXles haYe been oPitteG beFaXse they aUe not UeTXiUeG� not appliFable� oU the UeTXiUeG
infoUPation is inFlXGeG in the finanFial statePents oU notes theUeto inFlXGeG in this $nnXal 5epoUt on )oUP ���..

�. ([hibits

   Exhibit DHVFUiStiRQ

 
�.� )oXUth $PenGeG anG 5estateG &eUtifiFate of ,nFoUpoUation of &3, &aUG *UoXp ,nF. (inFoUpoUateG by UefeUenFe

to the &oPpany¶s $nnXal 5epoUt on )oUP ���. fileG 0aUFh �� ����).
 

�.� ThiUG $PenGeG anG 5estateG %ylaZs of &3, &aUG *UoXp ,nF. (inFoUpoUateG by UefeUenFe to the &oPpany¶s
$nnXal 5epoUt on )oUP ���. fileG 0aUFh �� ����).

 
�.� )oUP of 6toFk &eUtifiFate (inFoUpoUateG by UefeUenFe to the &oPpany¶s 5egistUation 6tatePent on )oUP 6��

()ile 1o. ����������)).
 

�.� 'esFUiption of 5egistUant¶s 6eFXUities (inFoUpoUateG by UefeUenFe to the &oPpany¶s $nnXal 5epoUt on )oUP
���. fileG 0aUFh �� ����).

 
�.� ,nGentXUe� GateG as of 0aUFh ��� ����� by anG aPong &3, &* ,nF.� as issXeU� &3, &aUG *UoXp ,nF.� as a

gXaUantoU� the sXbsiGiaUy gXaUantoUs paUty theUeto� anG 8.6. %ank 1ational $ssoFiation� as tUXstee anG notes
FollateUal agent (inFoUpoUateG by UefeUenFe to the &oPpany¶s &XUUent 5epoUt on )oUP ��. fileG 0aUFh ���
����).

 
�.� )oUP of �.���� 6enioU 6eFXUeG 1otes GXe ���� (inFlXGeG as ([hibit $ to the ,nGentXUe inFlXGeG heUeZith as

([hibit �.�).
 

��.� *XaUanty anG 6eFXUity $gUeePent� GateG as of 0aUFh ��� ����� aPong &3, &aUG *UoXp ,nF. anG FeUtain of its
sXbsiGiaUies fUoP tiPe to tiPe paUty theUeto anG :ells )aUgo %ank� 1ational $ssoFiation� as FollateUal agent
(inFoUpoUateG by UefeUenFe to the &oPpany¶s &XUUent 5epoUt on )oUP ��. fileG 0aUFh ��� ����).

 
��.� $PenGPent 1o. � to $%/ &UeGit $gUeePent� aPong &3, &aUG *UoXp ,nF.� &3, &* ,nF.� the lenGeUs fUoP

tiPe to tiPe paUty theUeto anG :ells )aUgo %ank� 1ational $ssoFiation� as aGPinistUatiYe agent anG FollateUal
agent (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����)

 
��.� 5egistUation 5ights $gUeePent by anG betZeen &3, &aUG *UoXp ,nF. anG the TUiFoU )XnGs (inFoUpoUateG by

UefeUenFe to the &oPpany¶s &XUUent 5epoUt on )oUP ��. fileG on 2FtobeU ��� ����).
 

��.� 'iUeFtoU 1oPination $gUeePent by anG betZeen &3, &aUG *UoXp ,nF. anG the TUiFoU )XnGs (inFoUpoUateG by
UefeUenFe to the &oPpany¶s &XUUent 5epoUt on )oUP ��. fileG on 2FtobeU ��� ����). 
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��.� )oUP of ,nGePnifiFation $gUeePent (inFoUpoUateG by UefeUenFe to the &oPpany¶s 5egistUation 6tatePent on
)oUP 6�� ()ile 1o. ����������)).

 
��.�

 &3, &aUG *UoXp ,nF. 2PnibXs ,nFentiYe 3lan� as aPenGeG anG UestateG effeFtiYe 0ay ��� ���� (inFoUpoUateG

by UefeUenFe to the &oPpany¶s &XUUent 5epoUt on )oUP ��. fileG 0ay ��� ����).
 

��.� )oUP of &ash 3eUfoUPanFe 8nit $ZaUG $gUeePent XnGeU the &3, &aUG *UoXp ,nF. 2PnibXs ,nFentiYe 3lan
(inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 0ay �� ����).

 

��.�

 )oUP of 1onTXalifieG 6toFk 2ption $gUeePent XnGeU the &3, &aUG *UoXp ,nF. 2PnibXs ,nFentiYe 3lan
(inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����)

 
��.�

 )oUP of ([eFXtiYe 5estUiFteG 6toFk 8nit $gUeePent (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly

5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).
 

��.��

 )oUP of ([eFXtiYe 1onTXalifieG 6toFk 2ption $gUeePent XnGeU the &3, &aUG *UoXp ,nF. 2PnibXs ,nFentiYe
3lan (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).

 
��.��

 )oUP of ([eFXtiYe 5estUiFteG 6toFk 8nit $gUeePent XnGeU the &3, &aUG *UoXp ,nF. 2PnibXs ,nFentiYe 3lan

(inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).
 

��.��

 )oUP of 'iUeFtoU 5estUiFteG 6toFk 8nit $gUeePent XnGeU the &3, &aUG *UoXp ,nF. 2PnibXs ,nFentiYe 3lan
(inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).

 
��.��

 1onTXalifieG 6toFk 2ption $gUeePent XnGeU the &3, &aUG *UoXp ,nF. 2PnibXs ,nFentiYe 3lan� GateG

6eptePbeU ��� ����� by anG betZeen &3, &aUG *UoXp ,nF. anG 6Fott 6FheiUPan (inFoUpoUateG by UefeUenFe to
the &oPpany¶s &XUUent 5epoUt on )oUP ��. fileG 6eptePbeU ��� ����).

 
��.��

 5estUiFteG 6toFk 8nit $gUeePent� GateG 2FtobeU �� ����� betZeen &3, &aUG *UoXp ,nF. anG 6Fott 6FheiUPan

(inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).
 

��.��

 )oUP of ���� ([eFXtiYe 6hoUt�TeUP ,nFentiYe 3lan (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly
5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).

 
��.��

 )oUP of ���� ([eFXtiYe 6hoUt�TeUP ,nFentiYe 3lan (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly

5epoUt on )oUP ���4 fileG 0ay �� ����).
 

��.��

 )oUP of ���� (Pployee 6hoUt�TeUP ,nFentiYe 3lan (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly
5epoUt on )oUP ���4 fileG 0ay �� ����).

 
��.��

 &3, &aUG *UoXp ,nF. 8.6. ([eFXtiYe 6eYeUanFe anG &hange in &ontUol *XiGelines (inFoUpoUateG by UefeUenFe

to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG $XgXst �� ����).
 

��.��

 (PployPent anG 1on�&oPpetition $gUeePent� GateG 6eptePbeU ��� ����� by anG betZeen &3, &aUG *UoXp
,nF. anG 6Fott 6FheiUPan (inFoUpoUateG by UefeUenFe to the &oPpany¶s &XUUent 5epoUt on )oUP ��. fileG
6eptePbeU ��� ����).

 
��.��

 2ffeU /etteU� GateG 2FtobeU �� ���� by anG betZeen &3, &aUG *UoXp ,nF. anG $PintoUe 6Fhenkel

(inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).
 

��.��

 2ffeU /etteU� GateG 2FtobeU �� ���� by anG betZeen &3, &aUG *UoXp ,nF. anG -ohn /oZe (inFoUpoUateG by
UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).

 
��.��

 ���� ([eFXtiYe 5etention $gUeePent� GateG 6eptePbeU ��� ���� betZeen &3, &aUG *UoXp ,nF. anG 6Fott

6FheiUPan (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU ��
����).

 



��

��.��

 )oUP of ���� ([eFXtiYe 5etention $gUeePent� GateG 6eptePbeU ��� ���� foU FeUtain ([eFXtiYe 2ffiFeUs
(inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU �� ����).

 
��.��

 )oUP of ([eFXtiYe 5etention $gUeePent (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on

)oUP ���4 fileG 1oYePbeU �� ����).
 

��.��

 ���� ([eFXtiYe 5etention $gUeePent� GateG 2FtobeU �� ����� betZeen &3, &aUG *UoXp. ,nF. anG 6Fott
6FheiUPan (inFoUpoUateG by UefeUenFe to the &oPpany¶s 4XaUteUly 5epoUt on )oUP ���4 fileG 1oYePbeU ��
����).

 
��.��
�




(PployPent $gUeePent� GateG 'eFePbeU ��� ���� by anG betZeen &3, &aUG *UoXp ,nF. anG /ane 'Xbin.
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 /ist of 6XbsiGiaUies of the &oPpany.
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 &onsent of ,nGepenGent 5egisteUeG $FFoXnting )iUP� .30* //3.

 
��.�
 &eUtifiFate of &hief ([eFXtiYe 2ffiFeU 5eTXiUeG 8nGeU 6eFtion ��� of the 6aUbanes�2[ley $Ft of ����.

 
��.�
 &eUtifiFate of &hief )inanFial 2ffiFeU 5eTXiUeG 8nGeU 6eFtion ��� of the 6aUbanes�2[ley $Ft of ����.

 
��.�
 &eUtifiFate of &hief ([eFXtiYe 2ffiFeU anG &hief )inanFial 2ffiFeU 5eTXiUeG 8nGeU 6eFtion ��� of the

6aUbanes�2[ley $Ft of ����.
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;%5/ ,nstanFe 'oFXPent ± the instanFe GoFXPent Goes not appeaU in the ,nteUaFtiYe 'ata )ile beFaXse its
;%5/ tags aUe ePbeGGeG Zithin the ,nline ;%5/ GoFXPent.

 
���.6&
+
 ,nline ;%5/ Ta[onoPy ([tension 6FhePa 'oFXPent.

 
���.&$
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 ,nline ;%5/ Ta[onoPy ([tension &alFXlation /inkbase 'oFXPent.
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 ,nline ;%5/ Ta[onoPy ([tension 'efinition /inkbase 'oFXPent

 
���./$
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 ,nline ;%5/ Ta[onoPy ([tension /abel /inkbase 'oFXPent.
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 ,nline ;%5/ Ta[onoPy ([tension 3Uesentation /inkbase 'oFXPent.

 
���
 &oYeU 3age ,nteUaFtiYe 'ata )ile (foUPatteG as ,nline ;%5/ anG FontaineG in ([hibit ���).


 )ileG oU fXUnisheG heUeZith.


  0anagePent FontUaFt oU FoPpensatoUy plan oU aUUangePent.
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SI*NATURES

3XUsXant to the UeTXiUePents of 6eFtion �� oU ��(G) of the 6eFXUities ([Fhange $Ft of ����� the UegistUant has
GXly FaXseG this UepoUt to be signeG on its behalf by the XnGeUsigneG� theUeXnto GXly aXthoUi]eG.

&3, &$5' *5283 ,1&.

�s� $PintoUe 6Fhenkel
$PintoUe 6Fhenkel
Chief Financial Officer

0aUFh �� ����

.12:1 %< $// 3(56216 %< T+(6( 35(6(1T6� that the inGiYiGXals Zhose signatXUes appeaU beloZ
heUeby FonstitXte anG appoint 6Fott 6FheiUPan anG $PintoUe 6Fhenkel anG eaFh of theP seYeUally� as his oU heU tUXe anG
laZfXl attoUneys�in�faFt anG agents Zith fXll poZeU of sXbstitXtion anG UesXbstitXtion foU hiP anG in his naPe� plaFe anG
steaG in any anG all FapaFities to sign any anG all aPenGPents to this $nnXal 5epoUt on )oUP ���. anG to file the saPe�
Zith all e[hibits theUeto� anG otheU GoFXPents in FonneFtion theUeZith� Zith the 6eFXUities anG ([Fhange &oPPission�
gUanting Xnto saiG attoUneys�in�faFt anG agents� fXll poZeU anG aXthoUity to Go oU peUfoUP eaFh anG eYeUy aFt anG thing
UeTXisite anG neFessaUy to be Gone in FonneFtion theUeZith� as fXlly to all intents anG pXUposes as he oU she Pight oU
FoXlG Go in peUson� heUeby Uatifying anG FonfiUPing all that saiG attoUneys�in�faFt anG agents oU any of theP� oU of his
sXbstitXte oU sXbstitXtes� Pay laZfXlly Go to FaXse to be Gone by YiUtXe heUeof. 

3XUsXant to the UeTXiUePents of the 6eFXUities ([Fhange $Ft of ����� this UepoUt has been signeG beloZ by the
folloZing peUsons on behalf of the UegistUant anG in the FapaFities anG on the Gates inGiFateG.

NDPH    TitOH    DDtH

 
�s� 6Fott 6FheiUPan 3UesiGent� &hief ([eFXtiYe 0aUFh �� ����

6Fott 6FheiUPan 2ffiFeU anG 'iUeFtoU
(3UinFipal ([eFXtiYe 2ffiFeU)

 
�s� $PintoUe 6Fhenkel &hief )inanFial 2ffiFeU 0aUFh �� ����

$PintoUe 6Fhenkel (3UinFipal )inanFial 2ffiFeU)
 

�s� 'onna $bbey &hief $FFoXnting 2ffiFeU 0aUFh �� ����
'onna $bbey (3UinFipal $FFoXnting 2ffiFeU)

�s� %UaGley 6eaPan &haiUPan of the %oaUG 0aUFh �� ����
%UaGley 6eaPan

 
�s� ThoPas )XUey 'iUeFtoU 0aUFh �� ����

ThoPas )XUey
 

�s� 5obeUt 3eaUFe 'iUeFtoU 0aUFh �� ����
5obeUt 3eaUFe

 
�s� 1iFholas 3eteUs 'iUeFtoU 0aUFh �� ����

1iFholas 3eteUs

�s� 0aUF 6heinbaXP 'iUeFtoU 0aUFh �� ����
0aUF 6heinbaXP

 
�s� 9aleUie 6oUanno .eating 'iUeFtoU 0aUFh �� ����

9aleUie 6oUanno .eating 



Exhibit 31.1
CERTIFICATION PURSUANT TO SECTION 302

OF THE SARBANES�OXLEY ACT OF 2002

,� 6Fott 6FheiUPan� FeUtify that�

�. , haYe UeYieZeG this $nnXal 5epoUt on )oUP ���. of &3, &aUG *UoXp ,nF.�

�. %aseG on Py knoZleGge� this UepoUt Goes not Fontain any XntUXe statePent of a PateUial faFt oU oPit to state a
PateUial faFt neFessaUy to Pake the statePents PaGe� in light of the FiUFXPstanFes XnGeU ZhiFh sXFh statePents
ZeUe PaGe� not PisleaGing Zith UespeFt to the peUioG FoYeUeG by this UepoUt�

�. %aseG on Py knoZleGge� the finanFial statePents� anG otheU finanFial infoUPation inFlXGeG in this UepoUt� faiUly
pUesent in all PateUial UespeFts the finanFial FonGition� UesXlts of opeUations anG Fash floZs of the UegistUant as of�
anG foU� the peUioGs pUesenteG in this UepoUt�

�. The UegistUant¶s otheU FeUtifying offiFeU(s) anG , aUe Uesponsible foU establishing anG Paintaining GisFlosXUe
FontUols anG pUoFeGXUes (as GefineG in ([Fhange $Ft 5Xles ��a���(e) anG ��G���(e)) anG inteUnal FontUol oYeU
finanFial UepoUting (as GefineG in ([Fhange $Ft 5Xles ��a���(f) anG ��G���(f))foU the UegistUant anG haYe�

(a) 'esigneG sXFh GisFlosXUe FontUols anG pUoFeGXUes� oU FaXseG sXFh GisFlosXUe FontUols anG pUoFeGXUes to
be GesigneG XnGeU oXU sXpeUYision� to ensXUe that PateUial infoUPation Uelating to the UegistUant� inFlXGing
its FonsoliGateG sXbsiGiaUies� is PaGe knoZn to Xs by otheUs Zithin those entities� paUtiFXlaUly GXUing the
peUioG in ZhiFh this UepoUt is being pUepaUeG�

(b) 'esigneG sXFh inteUnal FontUol oYeU finanFial UepoUting� oU FaXseG sXFh inteUnal FontUol oYeU finanFial
UepoUting to be GesigneG XnGeU oXU sXpeUYision� to pUoYiGe Ueasonable assXUanFe UegaUGing the Ueliability
of finanFial UepoUting anG the pUepaUation of finanFial statePents foU e[teUnal pXUposes in aFFoUGanFe Zith
geneUally aFFepteG aFFoXnting pUinFiples�

(F) (YalXateG the effeFtiYeness of the UegistUant¶s GisFlosXUe FontUols anG pUoFeGXUes anG pUesenteG in this
UepoUt oXU FonFlXsions aboXt the effeFtiYeness of the GisFlosXUe FontUols anG pUoFeGXUes� as of the enG of
the peUioG FoYeUeG by this UepoUt baseG on sXFh eYalXation� anG

(G) 'isFloseG in this UepoUt any Fhange in the UegistUant¶s inteUnal FontUol oYeU finanFial UepoUting that
oFFXUUeG GXUing the UegistUant¶s Post UeFent fisFal TXaUteU (the UegistUant¶s foXUth fisFal TXaUteU in the Fase
of an annXal UepoUt) that has PateUially affeFteG� oU is Ueasonably likely to PateUially affeFt� the
UegistUant¶s inteUnal FontUol oYeU finanFial UepoUting� anG

�. The UegistUant¶s otheU FeUtifying offiFeU(s) anG , haYe GisFloseG� baseG on oXU Post UeFent eYalXation of inteUnal
FontUol oYeU finanFial UepoUting� to the UegistUant¶s aXGitoUs anG the aXGit FoPPittee of the UegistUant¶s boaUG of
GiUeFtoUs (oU peUsons peUfoUPing the eTXiYalent fXnFtions)�

(a) $ll signifiFant GefiFienFies anG PateUial Zeaknesses in the Gesign oU opeUation of inteUnal FontUol oYeU
finanFial UepoUting ZhiFh aUe Ueasonably likely to aGYeUsely affeFt the UegistUant¶s ability to UeFoUG�
pUoFess� sXPPaUi]e anG UepoUt finanFial infoUPation� anG

(b) $ny fUaXG� ZhetheU oU not PateUial� that inYolYes PanagePent oU otheU ePployees Zho haYe a signifiFant
Uole in the UegistUant¶s inteUnal FontUol oYeU finanFial UepoUting.

'ate� 0aUFh �� ���� �s� 6Fott 6FheiUPan
6Fott 6FheiUPan
Chief Executive Officer (Principal
Executive Officer)



Exhibit 31.2
CERTIFICATION PURSUANT TO SECTION 302

OF THE SARBANES�OXLEY ACT OF 2002

,� $PintoUe 6Fhenkel� FeUtify that�

�. , haYe UeYieZeG this $nnXal 5epoUt on )oUP ���. of &3, &aUG *UoXp ,nF.�

�. %aseG on Py knoZleGge� this UepoUt Goes not Fontain any XntUXe statePent of a PateUial faFt oU oPit
to state a PateUial faFt neFessaUy to Pake the statePents PaGe� in light of the FiUFXPstanFes XnGeU
ZhiFh sXFh statePents ZeUe PaGe not PisleaGing� Zith UespeFt to the peUioG FoYeUeG by this UepoUt�

�. %aseG on Py knoZleGge� the finanFial statePents� anG otheU finanFial infoUPation inFlXGeG in this
UepoUt� faiUly pUesent in all PateUial UespeFts the finanFial FonGition� UesXlts of opeUations anG Fash
floZs of the UegistUant as of� anG foU� the peUioGs pUesenteG in this UepoUt�

�. The UegistUant¶s otheU FeUtifying offiFeU(s) anG , aUe Uesponsible foU establishing anG Paintaining
GisFlosXUe FontUols anG pUoFeGXUes (as GefineG in ([Fhange $Ft 5Xles ��a���(e) anG ��G���(e)) anG
inteUnal FontUol oYeU finanFial UepoUting (as GefineG in ([Fhange $Ft 5Xles ��a���(f) anG ��G���(f))
foU the UegistUant anG haYe�

(a) 'esigneG sXFh GisFlosXUe FontUols anG pUoFeGXUes� oU FaXseG sXFh GisFlosXUe FontUols anG
pUoFeGXUes to be GesigneG XnGeU oXU sXpeUYision� to ensXUe that PateUial infoUPation Uelating to
the UegistUant� inFlXGing its FonsoliGateG sXbsiGiaUies� is PaGe knoZn to Xs by otheUs Zithin those
entities� paUtiFXlaUly GXUing the peUioG in ZhiFh this UepoUt is being pUepaUeG�

(b) 'esigneG sXFh inteUnal FontUol oYeU finanFial UepoUting� oU FaXseG sXFh inteUnal FontUol oYeU
finanFial UepoUting to be GesigneG XnGeU oXU sXpeUYision� to pUoYiGe Ueasonable assXUanFe
UegaUGing the Ueliability of finanFial UepoUting anG the pUepaUation of finanFial statePents foU
e[teUnal pXUposes in aFFoUGanFe Zith geneUally aFFepteG aFFoXnting pUinFiples�

(F) (YalXateG the effeFtiYeness of the UegistUant¶s GisFlosXUe FontUols anG pUoFeGXUes anG pUesenteG
in this UepoUt oXU FonFlXsions aboXt the effeFtiYeness of the GisFlosXUe FontUols anG pUoFeGXUes�
as of the enG of the peUioG FoYeUeG by this UepoUt baseG on sXFh eYalXation� anG

(G) 'isFloseG in this UepoUt any Fhange in the UegistUant¶s inteUnal FontUol oYeU finanFial UepoUting
that oFFXUUeG GXUing the UegistUant¶s Post UeFent fisFal TXaUteU (the UegistUant¶s foXUth fisFal
TXaUteU in the Fase of an annXal UepoUt) that has PateUially affeFteG� oU is Ueasonably likely to
PateUially affeFt� the UegistUant¶s inteUnal FontUol oYeU finanFial UepoUting� anG

�. The UegistUant¶s otheU FeUtifying offiFeU(s) anG , haYe GisFloseG� baseG on oXU Post UeFent eYalXation
of inteUnal FontUol oYeU finanFial UepoUting� to the UegistUant¶s aXGitoUs anG the aXGit FoPPittee of the
UegistUant¶s boaUG of GiUeFtoUs (oU peUsons peUfoUPing the eTXiYalent fXnFtions)�

(a) $ll signifiFant GefiFienFies anG PateUial Zeaknesses in the Gesign oU opeUation of inteUnal FontUol
oYeU finanFial UepoUting ZhiFh aUe Ueasonably likely to aGYeUsely affeFt the UegistUant¶s ability to
UeFoUG� pUoFess� sXPPaUi]e anG UepoUt finanFial infoUPation� anG

(b) $ny fUaXG� ZhetheU oU not PateUial� that inYolYes PanagePent oU otheU ePployees Zho haYe a
signifiFant Uole in the UegistUant¶s inteUnal FontUol oYeU finanFial UepoUting.

 

'ate� 0aUFh �� ���� �s� $PintoUe 6Fhenkel
$PintoUe 6Fhenkel
Chief Financial Officer (Principal
Financial Officer)



Exhibit 32.1
CERTIFICATIONS PURSUANT TO 

18 U.S.C. SECTION 1350 
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES–OXLEY ACT OF 2002

     ,n FonneFtion Zith the $nnXal 5epoUt on )oUP ���. of &3, &aUG *UoXp ,nF. (the ³&oPpany´) 
foU the peUioG enGeG 'eFePbeU ��� ����� as fileG Zith the 6eFXUities anG ([Fhange &oPPission on
the Gate heUeof (the ³5epoUt´)� Ze� 6Fott 6FheiUPan� &hief ([eFXtiYe 2ffiFeU of the &oPpany� anG
$PintoUe 6Fhenkel� &hief )inanFial 2ffiFeU of the &oPpany� FeUtify� pXUsXant to �� 8.6.&. 6eFtion
����� as aGopteG pXUsXant to 6eFtion ��� of the 6aUbanes�2[ley $Ft of ����� to oXU knoZleGge� that�

(�) The 5epoUt fXlly FoPplies Zith the UeTXiUePents of 6eFtion ��(a) oU ��(G) of the
6eFXUities ([Fhange $Ft of ����� as aPenGeG� anG

(�) The infoUPation FontaineG in the 5epoUt faiUly pUesents� in all PateUial UespeFts� the
finanFial FonGition anG UesXlts of opeUations of the &oPpany. 

%y� �s� 6Fott 6FheiUPan 
6Fott 6FheiUPan 
Chief Executive Officer (Principal Executive Officer)

 
%y� �s� $PintoUe 6Fhenkel

$PintoUe 6Fhenkel
Chief Financial Officer (Principal Financial Officer)
 

'ate�  0aUFh �� ����

This ZUitten statePent aFFoPpanies the 5epoUt pXUsXant to 6eFtion ��� of the 6aUbanes�
2[ley $Ft of ���� anG shall not� e[Fept to the e[tent UeTXiUeG by the 6aUbanes�2[ley $Ft of �����
be GeePeG fileG by the &oPpany foU pXUposes of 6eFtion �� of the 6eFXUities ([Fhange $Ft of �����
as aPenGeG.

$ signeG oUiginal of this ZUitten statePent UeTXiUeG by 6eFtion ��� has been pUoYiGeG to the
&oPpany anG Zill be UetaineG by the &oPpany anG fXUnisheG to the 6eFXUities anG ([Fhange
&oPPission oU its staff Xpon UeTXest.
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CPI Card Group® 2022 Annual Report





CPI is a member of NextWave Plastics, a collaborative and open-
source initiative convening leading multinational companies to
develop the first global network of ocean-bound plastic supply
chains. Simply put, NextWave members keep plastic in the
economy and out of the ocean.

CPI works with the First Mile®, an initiative of Thread
International and WORK, which formalizes waste collection
networks in low-income communities and bridges the gap for
global brands to purchase from these responsible supply chains,
while diverting plastic waste from our oceans and landfills.

CPI was the first company to become a
licensee of the ICMA EcoLabel Standard
Program, a voluntary program created
by the International Card Manufacturers
Association (ICMA) for members to
demonstrate their support of sustainability
initiatives. The program establishes
measurable criteria for assessing the
environmental impact of transaction
and identification cards for the purpose
of ICMA EcoLabel Standard Program
certification.

CPI’s Second Wave® cards that feature a
core made with recovered ocean-bound
plastic and Earthwise™ cards have achieved
certification under the ICMA EcoLabel
Standard Program. For further details on
which attributes ICMA evaluated and the
requirements to use the EcoLabel logo, visit
https://icma.com/ecolabel-standard-
program/

ICMA’s 2022 Élan Awards
of Excellence

CPI was named finalist in two
categories, receiving recognition for
Best Feature Card for a metal design
for Rize Latitude, and People’s
Choice for Wells Fargo Reflect.

2022 PayTech Awards

CPI was named finalist of the Best Green Initiative Award
Category for the Earth Elements portfolio of cards, including
Second Wave and Earthwise.

Business Intelligence Group

CPI was named winner of the Sustainability Product of the Year
for the Earth Elements portfolio of cards, including Second Wave
and Earthwise.

Collaborating to Make a Difference

Awards

ESG Statement
Our Environmental, Social and Governance Statement
provides visibility into CPI’s efforts to reduce the
environmental impact of our business operations, provide a
safe and rewarding environment for our employees, uphold
our values and commitment to integrity in our business and
supply chain, and support and contribute to our communities.

To learn more, visit
https://www.cpicardgroup.com/sustainability/

CPI is a proud member of the Greener Payments Partnership (GPP)
formed by Mastercard® and other major card manufacturers with a
goal to reduce first-use PVC plastic in card manufacturing.

Mastercard and the circles design are registered trademarks of Mastercard International Incorporated.
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Dear Shareholders,

I am pleased to report that 2022 was an outstanding year for CPI Card Group. 

We increased net sales by 27% to a record level of $476 million and generated $37 million of net 

income, a 129% increase compared to 2021. We delivered sales growth across our portfolio and 

believe we continued to gain overall market share in a growing market. And we enhanced our financial 

position, reducing our Net Leverage Ratio and retiring $25 million of our Senior Secured Notes during 

the year.

I believe there were four factors that were critical to our success in 2022:  our innovative and 

differentiated products and end-to-end solutions; our market-leading quality and customer service; 

our strong supply-chain execution during a period the industry was facing significant challenges; and 

robust demand for payment cards in the U.S. market.

Some of the major highlights from 2022 for CPI include strong sales of our innovative eco-focused 

cards made with a recovered ocean-bound plastic core, with more than 40 million sold during the 

year; expanded distribution of our leading Software-as-a-Service-based instant issuance solution 

to more than 14,000 locations; and continued growth in contactless card delivery, supporting the 

ongoing conversion in the U.S. market. We also significantly increased our secure card production 

capacity and won additional business with both new and existing customers, including in Prepaid, 

where we expanded beyond the traditional retail channel.

Our actions continue to be guided by the strategic priorities we initiated in late 2017:  deep customer 

focus, market-leading quality products and customer service, continuous innovation, and a market-

competitive business model. As a result of successful execution against our strategy, over the past 

five years we have delivered a compound annual growth rate of 16% in net sales and significantly 

increased profitability. 

As we enter 2023 we expect more challenging market growth due to the uncertain economic 

environment, but we believe we are well-positioned with our innovative and differentiated portfolio 

of products and services, our talented and dedicated team of more than 1,000 employees, and 

our proven strategies to continue to grow the business, gain market share, and deliver strong 

performance for our shareholders over the long-term.

Thank you for your support, and we look forward to continuing to report on our progress.

2022 - A Letter from Scott Scheirman

Scott T. Scheirman 
President and Chief Executive Officer

Corporate Headquarters
CPI Card Group Inc.
10368 West Centennial Road
Littleton, Colorado 80127
(720) 681-6304

Auditor
KPMG LLP
1225 17th Street, Suite 800
Denver, Colorado 80202

Common Stock
Nasdaq Global Market (PMTS) 

Transfer Agent and Registrar
EQ Shareowner Services 
PO Box 64854 
St Paul, Minnesota 55164-0854 
(800) 468-9716 
www.shareowneronline.com

Investor Relations
(877) 369-9016
InvestorRelations@cpicardgroup.com

Annual Meeting

The annual meeting of CPI Card Group stockholders will be held at 
8:00 a.m. Mountain Time on May 24, 2023 via live webcast.    

For information on how to attend our annual meeting of stockholders, 
please see our definitive Proxy Statement for the 2023 Annual Meeting 

of Stockholders or visit: https://investor.cpicardgroup.com.

Stockholder Information



www.cpicardgroup.com
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