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'HDU�6KDUHKROGHU�

2XU� \HDU�WR�GDWH� SHUIRUPDQFH� UHSUHVHQWV� DQ� LPSURYHPHQW� RYHU� ODVW� \HDU�� +RZHYHU�� WKH� UHVXOWV� GLG� QRW
PHHW�RXU�SODQV�DQG�H[SHFWDWLRQV�IRU�WZR�UHDVRQV��/DUJH�RUGHUV�WKDW�ZH�H[SHFWHG�LQ�WKH�TXDUWHU�HQGLQJ�-XQH
�����ZHUH�GHOD\HG�XQWLO�ODWHU�LQ�WKH�\HDU�DQG�ZH�GLG�QRW�KDYH�WKH�OLTXLGLW\�WR�WDNH�DGYDQWDJH�RI�VKRUW�WHUP
UHYHQXH�RSSRUWXQLWLHV��,Q�WKH�VHFRQG�KDOI�RI�WKH�\HDU�ZH�H[SHFW�EHWWHU�UHVXOWV��LQ�OLQH�ZLWK�WKH�H[SHFWDWLRQV
DQG�WKH�HQFRXUDJLQJ�UHVXOWV�RI�WKH�ILUVW�TXDUWHU�DQG�WKH�OHYHO�RI�WKH�RUGHU�ERRN�GXULQJ�WKH�VHFRQG�TXDUWHU�

2XU�PDUNHWV�DQG�WKH�GHPDQG�IRU�RXU�SURGXFWV�FRQWLQXH�WR�UHFRYHU��ZLWK�WKH������PLOOLRQ�LQ�UHYHQXH�IRU�WKH
VHFRQG�TXDUWHU�RI������VOLJKWO\�DKHDG�RI�WKH�VHFRQG�TXDUWHU�RI�WKH�SUHYLRXV�\HDU�RI������PLOOLRQ��:H�DUH
PRUH�WKDQ�����KLJKHU�\HDU�WR�GDWH�WKDQ�ZH�ZHUH�LQ�������2XU�SURGXFWLRQ�FRVWV�DQG�RYHUKHDG�FRVWV�ZHUH
EHWZHHQ����DQG�����ORZHU�WKDQ�ZH�IRUHFDVWHG��7KH�ORVV�IURP�FRQWLQXLQJ�RSHUDWLRQV�ZDV������PLOOLRQ�LQ
WKH�VHFRQG�TXDUWHU��ZKLFK�ZDV�D�����LPSURYHPHQW�RQ�WKH�ORVV�IURP�FRQWLQXLQJ�RSHUDWLRQV�RI������PLOOLRQ
UHFRUGHG�LQ�WKH�VHFRQG�TXDUWHU�RI�WKH�SUHYLRXV�\HDU�

$V�PHQWLRQHG��D�VKRUWDJH�RI�ZRUNLQJ�FDSLWDO�SURGXFHG�WKH�ORZHU�WKDQ�IRUHFDVWHG�UHYHQXHV��$W�WKH�HQG�RI
-XQH������ZH�KDG�PRUH�WKDQ������PLOOLRQ�LQ�DUUHDUV�LQ�ERRNHG�RUGHUV�WKDW�FRXOG�KDYH�EHHQ�VKLSSHG�LQ�WKH
VHFRQG�TXDUWHU�KDG�ZH�KDG�VXIILFLHQW�ZRUNLQJ�FDSLWDO��7KH�ERRN�WR�ELOO�UDWLR�IRU�WKH�TXDUWHU�ZDV�����WR���
ZKLFK�PHDQW� WKH�RUGHU�ERRN�DW� WKH� HQG�RI� -XQH�JUHZ�DQG�ERRNLQJV� LQ� WKH�TXDUWHU� ZHUH� DKHDG� RI� RUGHU
LQWDNH� IRU� WKH� VDPH� TXDUWHU� LQ� ������ :H� IRUHFDVWHG� KLJKHU� RUGHUV� LQ� WKH� TXDUWHU�� 7KH� VKRUWIDOO� ZDV
SULPDULO\�GXH�WR�WKH�RUGHUV�FRPLQJ�ODWH�IURP�WKH�SRZHU�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�VHFWRUV�

7KH� SUREOHPV� GXH� WR� WKH� ODFN� RI� ZRUNLQJ� FDSLWDO� KDYH� EHHQ� PLWLJDWHG� WKURXJK� WKH� LQIXVLRQ� RI
DSSUR[LPDWHO\������PLOOLRQ�RI�QHZ�HTXLW\��7KH� LPSURYHG� OLTXLGLW\�SURYLGHV� WKH�PHDQV� IRU�XV� WR� UHDOLVH
IXUWKHU�UHYHQXH�RSSRUWXQLWLHV�DQG�LPSURYH�JURVV�SURILW�PDUJLQV�

7KH�RUGHU�ERRN�KDV�FRQWLQXHG�WR�JURZ�DQG�UHPDLQV�VWURQJ�IRU�WKH�UHPDLQGHU�RI�WKH�\HDU��0DQDJHPHQW�LV
ORRNLQJ�IRU�ZD\V�WR�KDYH�SLHFH�SDUWV�GHOLYHUHG�DKHDG�RI�VFKHGXOH�DQG�ZH�KDYH�VWDUWHG�RQ�RYHUWLPH�ZRUN�WR
PD[LPLVH� UHYHQXH� IRU� WKH� FRPLQJ� TXDUWHUV�� 0DQDJHPHQW� DQG� DOO� HPSOR\HHV� UHPDLQ� FRPPLWWHG� WR� WKH
VXFFHVV�RI�\RXU�&RPSDQ\�DQG�WR�LPSURYLQJ�UHVXOWV�IRU�WKH�VHFRQG�KDOI�RI�WKH�\HDU�

5HVSHFWIXOO\�\RXUV�

0LFKDHO�$��/H*RII
3UHVLGHQW�DQG�&KLHI�([HFXWLYH�2IILFHU
$XJXVW�����
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0$1$*(0(17�',6&866,21�	�$1$/<6,6
7KH�IROORZLQJ�GLVFXVVLRQ�DQG�DQDO\VLV�VKRXOG�EH�UHDG�LQ�FRQMXQFWLRQ�ZLWK�WKH�DXGLWHG�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�DQG�1RWHV
RI�WKH�&RUSRUDWLRQ�IRU�WKH�TXDUWHU�HQGHG�-XQH��WK�������

7KLV�TXDUWHUO\�UHSRUW�PD\�FRQWDLQ�FHUWDLQ�IRUZDUG�ORRNLQJ�VWDWHPHQWV�WKDW�LQYROYH�D�QXPEHU�RI�ULVNV�DQG
XQFHUWDLQWLHV�� LQFOXGLQJ� VWDWHPHQWV� UHJDUGLQJ� WKH� RXWORRN� IRU� WKH� *URXS¶V� EXVLQHVV� DQG� UHVXOWV� RI
RSHUDWLRQ�� %\� QDWXUH�� WKHVH� ULVNV� DQG� XQFHUWDLQWLHV� FRXOG� FDXVH� DFWXDO� UHVXOWV� WR� GLIIHU� PDWHULDOO\� IURP
WKRVH�LQGLFDWHG��6XFK�IDFWRUV�LQFOXGH��ZLWKRXW�OLPLWDWLRQ��WKH�YDULRXV�IDFWRUV�VHW�IRUWK�LQ�WKH�0DQDJHPHQW
'LVFXVVLRQ� 	� $QDO\VLV� RI� WKLV� UHSRUW� DV� GLVFXVVHG� LQ� SXEOLF� GLVFORVXUH� GRFXPHQWV� ILOHG� ZLWK� &DQDGLDQ
UHJXODWRU\�DXWKRULWLHV�

2YHUYLHZ

$�VKRUWDJH�RI� OLTXLGLW\�PHDQW� WKDW� VRPH� FXVWRPHU� RUGHUV� FRXOG� QRW� EH� FRPSOHWHG� RQ� WLPH� DQG� WKDW� WKH
EXVLQHVV� ZDV� QRW� DEOH� WR� UHDFW� WR� VKRUW� WHUP� RSSRUWXQLWLHV� LQ� WKH� PDUNHW� SODFH�� 5HYHQXH� LQ� WKH� VHFRQG
TXDUWHU�RI������DW������PLOOLRQ�GRHV�QRW�FRYHU�WKH�IL[HG�PDQXIDFWXULQJ�FRVWV�DQG�D�ORVV�RI����������DURVH
DW� WKH� JURVV� PDUJLQ� OHYHO�� $OWKRXJK� RYHUKHDG� FRVWV� ZHUH� EHORZ� EXGJHW�� D� QHW� RSHUDWLQJ� ORVV� RI� ����
PLOOLRQ�ZDV�LQFXUUHG�

&KDQJH�LQ�$FFRXQWLQJ�3ROLF\

:LWK� DIIHFW� IURP� -DQXDU\� ��� ������ WKH� &DQDGLDQ� ,QVWLWXWH� RI� &KDUWHUHG� $FFRXQWDQWV� UHTXLUHV� WKH
&RUSRUDWLRQ� WR� DFFRXQW� IRU� WKH� IDLU� YDOXH� RI� DOO� VWRFN� RSWLRQV� LVVXHG� VLQFH� -DQXDU\� ��� ������ 7KH
&RUSRUDWLRQ�KDV�GRQH� WKLV� LQ� UHVSHFW�RI� WKH� RSWLRQV� LVVXHG� LQ� $SULO� ������ ZKLFK� ZHUH� WKH� RQO\� RSWLRQV
LVVXHG� VLQFH� -DQXDU\� ����� WKDW� KDG� QRW� SUHYLRXVO\� EHHQ� DFFRXQWHG� IRU� RQ� WKH� IDLU� YDOXH� PHWKRG�� 7KH
LPSDFW�RI�WKH�FKDQJH�LQ�DFFRXQWLQJ�SROLF\�LV�LQVLJQLILFDQW�

5HYHQXH

5HYHQXH�IRU�WKH�VHFRQG�TXDUWHU�RI������ZDV������PLOOLRQ�GRZQ�E\������PLOOLRQ�RU�����DJDLQVW�WKH�ILUVW
TXDUWHU�DOWKRXJK�LW�ZDV����������RU����DKHDG�RI�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU��7KH�VKRUWDJH�RI
OLTXLGLW\� PHDQW� WKDW� ZH� FRXOG� QRW� FRPSOHWH� FXVWRPHU� RUGHUV� RQ� WLPH� DQG� VRPH� VKRUW�WHUP� PDUNHW
RSSRUWXQLWLHV�ZHUH�ORVW��7KHUH�ZDV�D�VLJQLILFDQW�EDFNORJ�LQ�GHOLYHULHV�DW�WKH�HQG�RI�WKH�TXDUWHU�LQFOXGLQJ�D
GHOD\�LQ�WKH�FRPSOHWLRQ�RI��D�PDMRU�DVVHPEO\�FRQWUDFW�WR�-XO\�UDWKHU�WKDQ�LQ�-XQH�

*URVV�0DUJLQ

7KH�QHJDWLYH�JURVV�PDUJLQ�RI����������ZDV�GLVDSSRLQWLQJ�LQ�FRPSDULVRQ�ZLWK�WKH�SRVLWLYH�JURVV�PDUJLQV
UHSRUWHG�LQ�WKH�SUHYLRXV�WKUHH�TXDUWHUV��,W�UHSUHVHQWV�D�IDOO�RI������IURP�WKH�JURVV�PDUJLQ�RI������PLOOLRQ
LQ� WKH� ILUVW� TXDUWHU� EXW� LV� D� ���� LPSURYHPHQW� RQ� WKH� JURVV� PDUJLQ� ORVV� RI� ��������� UHSRUWHG� LQ� WKH
FRUUHVSRQGLQJ� TXDUWHU� RI� ODVW� \HDU�� 7KH� SURGXFW� VROG� LQ� WKH� TXDUWHU� FRQWLQXHG� WR� GHOLYHU� D� JRRG
FRQWULEXWLRQ� RYHU� YDULDEOH� FRVW�� EXW� WKH� YROXPH� DFKLHYHG� ZDV� LQVXIILFLHQW� WR� FRYHU� WKH� KLJK� IL[HG
PDQXIDFWXULQJ�FRVW�LQKHUHQW�LQ�UXQQLQJ�VHPLFRQGXFWRU�IDEULFDWLRQ�SODQWV�

*HQHUDO�	�$GPLQLVWUDWLRQ

*HQHUDO� 	� $GPLQLVWUDWLYH� FRVWV� RI� ��������� DUH� �������� RU� ��� KLJKHU� WKDQ� LQ� WKH� ILUVW� TXDUWHU� EXW
UHSUHVHQW�D�����UHGXFWLRQ�RQ��WKH�ILJXUH�IRU�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU��1RWZLWKVWDQGLQJ�WKH
ILJXUH� KDG� LQFOXGHG� RQH�RII� UHGXQGDQF\� FRVWV� RI� ���������� � D� IXUWKHU� ��� UHGXFWLRQ� KDV� EHHQ� DFKLHYHG
\HDU�RQ�\HDU�
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6DOHV�	�0DUNHWLQJ

$W�����������6DOHV�	�0DUNHWLQJ�FRVWV�ZHUH����DERYH�WKH�ILJXUH�LQ�WKH�SUHFHGLQJ�TXDUWHU�DQG�����KLJKHU
WKDQ� WKH� ILJXUH� IRU� WKH� FRUUHVSRQGLQJ�TXDUWHU�RI� ODVW� \HDU��6HFRQG�TXDUWHU� FRVWV�DUH�XVXDOO\�KLJKHU� WKDQ
WKRVH�IRU�WKH�ILUVW�TXDUWHU�GXH�WR�H[KLELWLQJ�DW�WKH�3&,0�FRQIHUHQFH�LQ�1XUQEHUJ��*HUPDQ\��7KH�LQFUHDVH
RYHU�ODVW�\HDU�UHSUHVHQWV�WKH�FRVW�RI�D�GHFLVLRQ�WR�LQYHVW�PRUH�UHVRXUFHV�LQ�VDOHV�DQG�PDUNHWLQJ

5HVHDUFK�	�'HYHORSPHQW

7KH�QHW�5HVHDUFK�	�'HYHORSPHQW�FRVW�RI����������UHSUHVHQWV�D�����UHGXFWLRQ�LQ�WKH�ILJXUH�UHSRUWHG�LQ
WKH�ILUVW�TXDUWHU�DQG�D�����UHGXFWLRQ�RQ�WKH�ILJXUH�IRU�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU��7KH�ORZHU
ILJXUH� UHSUHVHQWV� WKH� IDFW� WKDW� *RYHUQPHQW� JUDQWV� DQG� FRPPHUFLDO� IXQGLQJ� RI� RXU� UHVHDUFK�� ZKLFK� LV
DFFRXQWHG�IRU�ZKHQ�UHFHLYHG��LQFUHDVHG�VLJQLILFDQWO\�LQ�WKH�TXDUWHU��,W�LQ�QR�ZD\�UHIOHFWV�D�ORZHU�OHYHO�RI�
QRU�FRPPLWPHQW�WR��RXU�UHVHDUFK�DFWLYLWLHV�

�,QWHUHVW�([SHQVH

,QWHUHVW�H[SHQVH�RI���������ZDV����EHORZ�WKH���������UHSRUWHG�LQ�WKH�ODVW�TXDUWHU�DQG�����EHORZ�WKH
���������UHSRUWHG�LQ�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU��7KLV�LPSURYHPHQW�UHVXOWV�IURP�WKH�VLJQLILFDQW
UHGXFWLRQ�DFKLHYHG�LQ�GHEW�GXULQJ�ODVW�\HDU�

,QWHUHVW�	�2WKHU�,QFRPH

,QWHUHVW�DQG�RWKHU�LQFRPH�RI���������ZDV�XS�E\�����IURP�WKH���������UHSRUWHG�LQ�WKH�ILUVW�TXDUWHU�DQG�XS
����IURP�WKH���������UHSRUWHG�LQ�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU��7KH�PDLQ�FRQVWLWXHQW�LQ�DOO�WKUHH
TXDUWHUV�ZDV�WKH�UHOHDVH�RI�GHIHUUHG�UHYHQXH�DULVLQJ�RQ�WKH�VDOH�DQG�OHDVHEDFN�RI�WKH�ODQG�DQG�EXLOGLQJV�LQ
/LQFROQ��(QJODQG�WKDW�WRRN�SODFH�ODVW�\HDU�

)RUHLJQ�([FKDQJH�/RVV

)ROORZLQJ�WKH�FRQYHUVLRQ�RI�WKH�LQWHU�FRPSDQ\�GHEW�EHWZHHQ�WKH�&RUSRUDWLRQ�DQG�LWV�VXEVLGLDU\��'\QH[
6HPLFRQGXFWRU� /WG�� LQWR� HTXLW\� ODVW� 'HFHPEHU�� RQO\� IRUHLJQ� H[FKDQJH� JDLQV� DQG� ORVVHV� RQ� WUDGLQJ
WUDQVDFWLRQV� VWLOO� JR� WKURXJK� WKH� 3URILW� DQG� /RVV� $FFRXQW�� 7KLV� KDV� UHGXFHG� WKH� YRODWLOLW\� LQ� UHSRUWHG
HDUQLQJV��,Q�WKH�VHFRQG�TXDUWHU�RI������D�VPDOO�JDLQ�RI��������ZDV�UHFRUGHG��,Q�WKH�SUHYLRXV�TXDUWHU�D�ORVV
RI����������KDG�EHHQ�UHSRUWHG�DQG�LQ�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU�EHIRUH�WKH�LQWHU�FRPSDQ\�ORDQ
KDG�EHHQ�FRQYHUWHG��WKH�ORVV�ZDV���������

,QFRPH�7D[HV

,Q�YLHZ�RI�WKH�ORVVHV�LQ�WKH�TXDUWHU��QHLWKHU�WKH�&RUSRUDWLRQ�QRU�DQ\�RI�LWV�VXEVLGLDULHV�ZLOO�EH�SD\LQJ�DQ\
WD[HV�LQ�UHODWLRQ�WR�WKH�VHFRQG�TXDUWHU�UHVXOWV���7KHUH�ZDV�QR�WD[�SD\DEOH�LQ�WKH�SUHYLRXV�TXDUWHU���,Q�WKH
FRUUHVSRQGLQJ� TXDUWHU� RI� ODVW� \HDU� WKHUH� KDG� EHHQ� D� RQH�RII� UHOHDVH� RI� D� GHIHUUHG� WD[� SURYLVLRQ� RI
����������ZKLFK�ZDV�GHHPHG�QR�ORQJHU�QHFHVVDU\�

1HW�/RVV

7KH�QHW�ORVV�ZDV������PLOOLRQ�ERWK�EHIRUH�DQG�DIWHU�GLVFRQWLQXHG�RSHUDWLRQV��,W�ZDV������PLOOLRQ�RU�PRUH
WKDQ�WKUHH�WLPHV�ODUJHU�WKDQ�WKH�ORVV�LQ�WKH�ILUVW�TXDUWHU��,W�ZDV����������RU�����ORZHU�WKDQ�WKH�ORVV�EHIRUH
GLVFRQWLQXHG� RSHUDWLRQV� LQ� WKH� FRUUHVSRQGLQJ� TXDUWHU� RI� ODVW� \HDU�� $IWHU� GLVFRQWLQXHG� RSHUDWLRQV� LW� ZDV
���������RU����ZRUVH�WKDQ�WKH�ORVV�LQ�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU�
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6HJPHQWDO�$QDO\VLV

5HYHQXH� IRU�3RZHU�8QLWV�RI������PLOOLRQ�ZRXOG�KDYH�EHHQ�KLJKHU� WKDQ� WKH� SUHYLRXV� TXDUWHU�KDG� LW� QRW
EHHQ�IRU�WKH�EDFNORJ�DQG�FXVWRPHU�GHOD\V��$V�LW�ZDV��LW�ZDV����������RU����EHORZ�WKDW�RI�WKH�SUHYLRXV
TXDUWHU�DQG�VRPH����������RU�����KLJKHU�WKDQ�LQ�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU�

7KH�GHOD\�LQ�3RZHU�$VVHPEO\�FRQWUDFWV�VDZ�UHYHQXH�IDOO�E\����������RU�����DJDLQVW�WKH�ILUVW�TXDUWHU�RI
�����DQG�E\����������RU�����FRPSDUHG�WR�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU��7KH�VHFRQG�TXDUWHU�RI
�����KDG�EHQHILWHG�IURP�FRPSOHWLRQ�RI�D�ODUJH�DVVHPEO\�RUGHU�

5HYHQXH�IURP�,QWHJUDWHG�&LUFXLWV�ZDV�GRZQ����������RU�����IURP�WKH�SUHYLRXV�TXDUWHU��ZKLFK�KDG�WKH
EHQHILW�RI�D�ODUJH�VLOLFRQ�RQ�VDSSKLUH�RUGHU�ZRUWK�DSSUR[LPDWHO\�����������5HYHQXH�ZDV�XS���������RU
����RYHU�WKH�FRUUHVSRQGLQJ�TXDUWHU�RI�ODVW�\HDU�

6HDVRQDOLW\

0DQDJHPHQW�GRHV�QRW�UHJDUG�WKH�EXVLQHVV�DV�VHDVRQDO��6LJQLILFDQW�FKDQJHV�LQ�TXDUWHUO\�UHYHQXHV�LQ�SRZHU
GHYLFHV� LQ� WKH� SDVW� KDYH� UHIOHFWHG� LQWHUQDO� RSHUDWLQJ� FRQGLWLRQV�� ,Q� WKH� FDVH� RI� SRZHU� DVVHPEOLHV� DQG
LQWHJUDWHG�FLUFXLWV��VPDOO�QXPEHUV�RI�ODUJH�FRQWUDFWV�GULYH�ERWK� WKHVH�VHJPHQWV��7KH�GHOLYHU\�RI�D� ODUJH
FRQWUDFW� LQ� D� SDUWLFXODU� TXDUWHU� FDQ� FDXVH� UHYHQXH� WR� IOXFWXDWH� VLJQLILFDQWO\�� JLYLQJ� WKH� DSSHDUDQFH� RI
VHDVRQDOLW\�

/LTXLGLW\�	�&DSLWDO�5HVRXUFHV

$�VPDOO� VWUHQJWKHQLQJ�RI�6WHUOLQJ� VDZ�D�SRVLWLYH� WUDQVODWLRQ�DGMXVWPHQW�RI����������+RZHYHU�� WKLV�ZDV
LQVXIILFLHQW�WR�DIIHFW�WKH�RYHUDOO�UHVXOW�DQG�6KDUHKROGHU¶V�)XQGV�IHOO�E\������PLOOLRQ�WR���������

7KH�ORVVHV�DURVH�PDLQO\�IURP�DQ�LQDELOLW\�WR�FRPSOHWH�RUGHUV�RQ�WLPH��7KH�IDLOXUH�WR�GHOLYHU�RUGHUV�RQ�WLPH
ZDV�DOVR�D�NH\�UHDVRQ�IRU�WKH�ULVH�LQ�LQYHQWRU\��,W�URVH�E\������PLOOLRQ�VLQFH�WKH�HQG�RI�WKH�ODVW�TXDUWHU

7KH�ORVV�DQG�WKH�LQFUHDVH�LQ�LQYHQWRU\�ZHUH�ILQDQFHG�E\�D�UHGXFWLRQ�LQ�DFFRXQWV�UHFHLYDEOH�RI������PLOOLRQ
DQG�DQ�LQFUHDVH�LQ�FUHGLWRUV�RI������PLOOLRQ��7KH�LQFUHDVH�LQ�FUHGLWRUV�SXW�VLJQLILFDQW�VWUDLQ�RQ�WKH�VXSSO\
FKDLQ�GXULQJ�WKH�TXDUWHU�

6HOHFWHG�)LQDQFLDO�,QIRUPDWLRQ

6HOHFWHG� TXDUWHUO\� ILQDQFLDO� LQIRUPDWLRQ� �WDNHQ� IURP� WKH� XQDXGLWHG� TXDUWHUO\� UHSRUWV�� DQG� DQQXDO
LQIRUPDWLRQ��WDNHQ�IURP�WKH�DQQXDO�UHSRUWV��DUH�SUHVHQWHG�EHORZ��$OO�DPRXQWV�DUH�VWDWHG�LQ�WKRXVDQGV�RI
GROODUV�H[FHSW� IRU�HDUQLQJV�SHU�VKDUH� ILJXUHV��(36��ZKLFK�DUH� VWDWHG� LQ�FHQWV�SHU�VKDUH��7KH� ILJXUHV� IRU
ORQJ�WHUP�OLDELOLWLHV�GR�QRW�LQFOXGH�GHIHUUHG�UHYHQXHV��DV�WKHVH�DUH�QRW�D�OLDELOLW\�RI�WKH�&RUSRUDWLRQ�

2004 2004 2003 2003 2003 2003 2002 2002 2003 2002 2001
Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3 FY FY FY

Revenue 5,363 6,714 6,903 7,077 5,261 4,348 7,133 8,261 23,563 30,581 37,000
Continuing operations:
    Net (loss) (1,924) (576) (548) (1,335) (2,813) (2,826) (805) (7) (7,477) (2,531) (13,719)
    Basic EPS (0.09) (0.03) (0.02) (0.07) (0.14) (0.18) (0.04)     (0.00) (0.38) (0.14) (0.98)
    Diluted EPS (0.09) (0.03) (0.02) (0.07) (0.14) (0.18) (0.04)     (0.00) (0.38) (0.14) (0.98)
Total operations:
    Net earnings/(loss) (1,924) (576) (650) 3,076 (1,762) (2,751) 625 345 (2,087) 448 (7,300)
    Basic EPS (0.09) (0.03) (0.04) 0.15 (0.09) (0.15) 0.04 0.02 (0.11) 0.03 (0.52)
    Diluted EPS (0.09) (0.03) (0.04) 0.15 (0.09) (0.15) 0.03 0.02 (0.11) 0.02 (0.52)
Total assets 15,004 16,680 14,862 15,116 16,363 17,581 24,391 24,380 14,862 24,391 28,347
Long term liabilities 4 9 13 18 22 433 3,006 3,488 13 3,006 4,563
Cash Dividends paid 0 0 0 0 0 0 0 0 0 0 0



�

7KH� GHFOLQH� LQ� UHYHQXH� RYHU� WKH� ODVW� WKUHH� \HDUV� UHIOHFWV� WKH� FORVXUH� RI� YDULRXV� EXVLQHVV� OLQHV�� VXFK� DV
PDFURFKLS��DQG�D�UHFHVVLRQ�LQ�WKH�GHPDQG�IRU�KLJK�SRZHU�VHPLFRQGXFWRUV��7KH�TXDUWHUO\�UHYHQXH�ILJXUHV
VKRZ� D� IDOO� LQ� UHYHQXH� LQ� 4�� RI� ����� DV� D� UHVXOW� RI� D� VHYHUH� OLTXLGLW\� VKRUWDJH�� IROORZHG� E\� D� VWHDG\
UHFRYHU\�LQ�UHYHQXH�DQG�D�UHGXFWLRQ�LQ�WKH�ORVV�IURP�FRQWLQXLQJ�RSHUDWLRQV��$�WLJKW�OLTXLGLW\�VLWXDWLRQ�LQ
WKH�ODVW�TXDUWHU�DQG�GHOD\V�WR�VRPH�PDMRU�RUGHUV�KDV�UHYHUVHG�WKDW�WUHQG�

&KDQJHV�LQ�WKH�ORVV�IURP�FRQWLQXLQJ�RSHUDWLRQV�IROORZ�WKH�FKDQJHV�LQ�UHYHQXHV�EXW�DOVR�VKRZ�WKH�LPSDFW
RI�ORQJ�WHUP�FRVW�UHGXFWLRQ�LQLWLDWLYHV��5HVXOWV�IURP�WRWDO�RSHUDWLRQV�GLIIHU�VLJQLILFDQWO\�IURP�UHVXOWV�IURP
FRQWLQXLQJ�RSHUDWLRQV�LQ�4��RI������DQG�4��RI������GXH�WR�YHU\�KLJK�YROXPHV�DQG�JRRG�UHVXOWV�LQ�WKRVH
TXDUWHUV� IURP� WKH�PLFURZDYH� VHQVRUV�EXVLQHVV��7KH�GLIIHUHQFH� LQ�4��RI������EHWZHHQ� WKH� UHVXOWV� IURP
FRQWLQXLQJ�RSHUDWLRQV�DQG�WKH�UHVXOW�IURP�WRWDO�RSHUDWLRQV�UHIOHFWV�WKH�SURILW�RQ�WKH�VDOH�RI�WKH�PLFURZDYH
VHQVRUV�EXVLQHVV�

7KH� ODUJH� UHGXFWLRQ� LQ� WRWDO� DVVHWV� EHWZHHQ� 4�� RI� ����� DQG� 4�� RI� ����� LV� D� UHVXOW� RI� WKH� VDOH� DQG
OHDVHEDFN�RI�WKH�VLWH�LQ�/LQFROQ��(QJODQG��$�VLJQLILFDQW�DPRXQW�RI�WKH�SURFHHGV�IURP�WKLV�WUDQVDFWLRQ�ZDV
XVHG�WR�UHGXFH�WKH�ORQJ�WHUP�GHEW�RI�WKH�&RUSRUDWLRQ�

5LVN�0DQDJHPHQW

7KH� OHYHO� RI� ZRUOGZLGH� GHPDQG� IRU� SRZHU� VHPLFRQGXFWRUV� LV� RQH� RI� WKH� NH\� XQFHUWDLQWLHV� IRU� WKH
&RUSRUDWLRQ��'HPDQG�KDV�EHHQ�DW�D� UHODWLYHO\� ORZ� OHYHO� IRU� WZR�\HDUV��5HFHQW�SRZHU�EODFNRXWV� LQ�ERWK
1RUWK�$PHULFD�DQG�(XURSH�KDYH� OHG� WR�ZLGHVSUHDG�GLVFXVVLRQ�RI� WKH�QHHG�IRU�VLJQLILFDQW� LQYHVWPHQW� LQ
SRZHU� JHQHUDWLRQ�� WUDQVPLVVLRQ� DQG� GLVWULEXWLRQ�� 6XFK� LQYHVWPHQW� ZRXOG� EHQHILW� WKH� &RUSRUDWLRQ� DQG
PDQDJHPHQW�KDV�DOUHDG\�VHHQ�WKH�ILUVW�VWDJHV�RI�UHFRYHU\�LQ�GHPDQG�IURP�VXFK�LQYHVWPHQW��7KH�IDLOXUH�WR
FDUU\�WKURXJK�WKLV�LQYHVWPHQW�ZRXOG�EH�GHWULPHQWDO�WR�WKH�IXWXUH�RI�WKH�EXVLQHVV�

$V�GLVFORVHG�LQ�WKH�)LQDQFLDO�6WDWHPHQWV��WKH�&RUSRUDWLRQ�KDG�WZR�PDMRU�FXVWRPHUV�ZKR�HDFK�DFFRXQWHG
IRU�����RU�PRUH�RI�UHYHQXH�LQ�WKH�TXDUWHU��5HODWLRQVKLSV�ZLWK�ERWK�FXVWRPHUV�UHPDLQ�JRRG�

$OWKRXJK�WKH�&RUSRUDWLRQ�EX\V�VRPH�PDWHULDOV�LQ�1RUWK�$PHULFD��FRQWLQHQWDO�(XURSH�DQG� WKH�)DU�(DVW�
WKH� EXON� RI� LWV� FRVWV� DUH� LQFXUUHG� LQ� 6WHUOLQJ�� +RZHYHU�� LW� VHOOV� LQWR� ZRUOG� PDUNHWV� ZLWK� PDQ\� VDOHV
GHQRPLQDWHG� LQ� (XURV� DQG� 86� GROODUV�� $V� D� FRQVHTXHQFH�� WKH� &RUSRUDWLRQ¶V� UHVXOWV� DUH� DIIHFWHG� E\
FKDQJHV�LQ�H[FKDQJH�UDWHV�EHWZHHQ�WKHVH�FXUUHQFLHV��0DQDJHPHQW�PRQLWRUV�WKHVH�H[SRVXUHV�EXW�GRHV�QRW
XQGHUWDNLQJ�KHGJLQJ�RI� WKHVH�H[SRVXUHV��7KH�QHHG� WR�XQGHUWDNH�VXFK�KHGJLQJ� LV� UHYLHZHG� IURP� WLPH� WR
WLPH�

7KH�&RUSRUDWLRQ¶V�VROH�RSHUDWLQJ�XQLW�LV�LQ�/LQFROQ��(QJODQG�DQG�VR�WKH�PDMRULW\�RI�LWV�DVVHWV��OLDELOLWLHV�
UHYHQXHV�� H[SHQVHV� DQG� FDVK� IORZV� WDNH� SODFH� DQG� DUH� UHFRUGHG� LQ� 6WHUOLQJ�� 7KHVH� YDOXHV� KDYH� WR� EH
WUDQVODWHG�WR�'ROODUV�IRU�LQFOXVLRQ�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�WKH�&RUSRUDWLRQ��0RYHPHQWV
LQ� WKH� 'ROODU�6WHUOLQJ� H[FKDQJH� UDWH� GLUHFWO\� DIIHFW� VXFK� YDOXHV�� 7KH� &RUSRUDWLRQ� GRHV� QRW� KHGJH� VXFK
H[SRVXUHV�

7KH� DYDLODELOLW\� RI� FDVK� WR� ILQDQFH� WKH� ZRUNLQJ� FDSLWDO� QHHGV� RI� WKH� EXVLQHVV� KDV� EHHQ� WKH� VRXUFH� RI
SUREOHPV� LQ� WKH�SDVW��7KH�&RUSRUDWLRQ� LV�QRZ� ORRNLQJ� WR�JURZ� LWV� FRUH�EXVLQHVV� DQG� WKH�DYDLODELOLW\�RI
FDVK�WR�GR�WKLV�UHPDLQV�DQ�DUHD�RI�PDQDJHPHQW�IRFXV�

5HODWHG�3DUW\�7UDQVDFWLRQV

7KH�&RUSRUDWLRQ�LQFXUUHG�H[SHQVHV�RI���������ZLWK�UHVSHFW�WR�IHHV�SD\DEOH�WR�GLUHFWRUV��$V�DW�-XQH���WK�
�����D�WRWDO�RI����������ZDV�SD\DEOH�WR�GLUHFWRUV��7KH�GLUHFWRUV¶�IHHV�DUH�UHFRUGHG�DW�QHJRWLDWHG�DPRXQWV�

7KH�&RUSRUDWLRQ�KDV�WZR�ORDQV�IURP�D�GLUHFWRU�WRWDOOLQJ����������ZKLFK�EHDU�LQWHUHVW�DW������SHU�DQQXP
FRPSRXQGHG�PRQWKO\�DQG�ZKLFK�DUH�UHSD\DEOH�LQ�-XQH�������$�WKLUG�ORDQ�IRU����������ZDV�WDNHQ�IURP�D
GLUHFWRU�GXULQJ�WKH�TXDUWHU��,W�EHDUV�LQWHUHVW�DW������SHU�DQQXP�FRPSRXQGHG�PRQWKO\�DQG�LV�UHSD\DEOH�LQ
WKUHH�HTXDO�LQVWDOPHQWV�LQ�)HEUXDU\��0DUFK�DQG�$SULO������

2Q�0DUFK���VW�������WKH�&RUSRUDWLRQ�VHWWOHG�D�OHJDO�GLVSXWH�WR�ZKLFK�D�GLUHFWRU�RI�WKH�FRPSDQ\�LV�GXH�WR
FRQWULEXWH����������7KDW�DPRXQW�ZDV�RXWVWDQGLQJ�DW����-XQH�������EXW�KDV�VLQFH�EHHQ�UHSDLG�



�

%XVLQHVV�'HYHORSPHQW

0DQDJHPHQW� LV� IRUHFDVWLQJ� JURZWK� LQ� UHYHQXHV� IURP� ,*%7¶V� IROORZLQJ� UHFHQW� LPSURYHPHQWV� LQ� WKH
WHFKQRORJ\�RI�RXU�RIIHULQJV�DQG� LQ� DVVHPEOLHV��:KLOVW� LQLWLDO� KRSHV�ZHUH� WKDW�ZH�ZRXOG� VHH� WKLV� LQ�RXU
UHYHQXHV�IURP�WKH�VWDUW�RI�WKH�WKLUG�TXDUWHU��ODWHVW�IRUHFDVWV�DUH�WKDW�WKLV�LV�QRZ�PRUH�OLNHO\�WR�RFFXU�ODWHU
WKLV�\HDU��WKXV�GHOD\LQJ�WKH�LPSURYHPHQW�LQ�RXU�SHUIRUPDQFH�

6XEVHTXHQW�(YHQWV

2Q�$XJXVW��WK�������WKH�&RUSRUDWLRQ�DQQRXQFHG�WKH�DSSRLQWPHQW�RI�'DQLHO�2ZHQ�WR�WKH�ERDUG�

2Q�$XJXVW��WK�������WKH�WRWDO�DPRXQW�GXH�IURP�D�GLUHFWRU�RI���������ZDV�UHSDLG�

2Q�$XJXVW���WK�������WKH�&RUSRUDWLRQ�FRPSOHWHG�D������PLOOLRQ�HTXLW\�SODFHPHQW��7KH�QHW�SURFHHGV�ZLOO
EH�XVHG�WR�ILQDQFH�VDOHV�DQG�PDUNHWLQJ�DFWLYLWLHV��WR�UHGXFH�WKH�OHYHO�RI�LQGHEWHGQHVV�WR�VXSSOLHUV�DQG�WR
IXQG�SURGXFWLYLW\�HQKDQFLQJ�FDSLWDO�H[SHQGLWXUHV�

%RE�/RFNZRRG

'LUHFWRU�DQG�&KLHI�)LQDQFLDO�2IILFHU



�
	

&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�RI

'<1(;�32:(5�,1&�

4XDUWHU�(QGHG�-XQH���WK������



���

'<1(;�32:(5�,1&�
&RQVROLGDWHG�%DODQFH�6KHHW
4XDUWHU�(QGHG�-XQH���WK������

-XQ���WK 'HF���VW

���� ����

�XQDXGLWHG� �DXGLWHG�

&855(17�$66(76

&DVK�DQG�FDVK�HTXLYDOHQWV �������������������� �������������������

$FFRXQWV�UHFHLYDEOH ��������� ���������

,QYHQWRULHV ��������� ������������������

'XH�IURP�GLUHFWRU ������ ���������������

3UHSDLG�H[SHQVHV�DQG�GHSRVLWV ������� �������

���������� ������������������

&$3,7$/�$66(76 ��������������� ����������������

������������������ �����������������

&855(17�/,$%,/,7,(6

$FFRXQWV�SD\DEOH�DQG�DFFUXHG�OLDELOLWLHV ������������������� ������������������

'XH�WR�GLUHFWRU��1RWH��� ���������������� ����������������������

6KRUW�WHUP�GHEW��1RWH��� ������������������ ������������������

&XUUHQW�SRUWLRQ�RI�ORQJ�WHUP�GHEW��1RWH��� ������ ������

&XUUHQW�SRUWLRQ�RI�GHIHUUHG�UHYHQXH��1RWH��� �������������������� ����������������

����������������� �����������������

/21*�7(50�'(%7��1RWH��� �������������������� ���������������

/21*�7(50�'()(55('�5(9(18(��1RWH��� ��������� ���������

����������������� ����������

6+$5(+2/'(56
�(48,7<

6KDUH�&DSLWDO��1RWH��� ������������������ ������������������

'HILFLW ������������������ �������������������

&XPXODWLYH�WUDQVODWLRQ�DGMXVWPHQW ������������������� ��������������������

�������������� ������������������

������������������ �����������������



���

'<1(;�32:(5�,1&�
&RQVROLGDWHG�6WDWHPHQW�RI�3URILW�DQG�/RVV��8QDXGLWHG�
4XDUWHU�(QGHG�-XQH���WK������

��PRQWKV ��PRQWKV <7' <7'

-XQ���WK -XQ���WK -XQ���WK -XQ���WK

���� ���� ���� ����

5HYHQXH ����������� ����������� ����������� �����������

&RVW�RI�VDOHV ��������� ��������� ���������� ����������

*URVV�PDUJLQ ��������� ��������� ������� ���������

([SHQVHV

*HQHUDO�DQG�DGPLQLVWUDWLRQ ������� ��������� ��������� ���������

6DOHV�DQG�PDUNHWLQJ ������� ������� ������� �������

5HVHDUFK�DQG�GHYHORSPHQW ������� ������� ������� �������

,QWHUHVW�H[SHQVH ������ ������� ������� ����������������

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

�/RVV��EHIRUH�RWKHU�LQFRPH

�H[SHQVHV��DQG�LQFRPH�WD[HV ����������� ����������� ����������� �����������

2WKHU�LQFRPH��H[SHQVHV�

,QWHUHVW�DQG�RWKHU�LQFRPH ������ ������ ������� ������

)RUHLJQ�H[FKDQJH�JDLQ��ORVV� ����� ��������� �������� ���������

������ ��������� ������ ���������

�3URYLVLRQ�IRU��UHFRYHU\�RI�LQFRPH�WD[HV
�1RWH����
&XUUHQW � � � �������

)XWXUH � ������� � �������

� ������� � �������

1(7��/266��)520�&217,18,1*
23(5$7,216

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

1(7�($51,1*6�)520�',6&217,18('
23(5$7,216��1RWH����

� ��������� � ���������

1(7�/266 ����������� ����������� ����������� �����������

'(),&,7��%(*,11,1*�2)�3(5,2' ����������� ����������� ����������� �����������

'(),&,7��(1'�2)�3(5,2' ������������ ������������ ������������ ������������

�/RVV��SHU�VKDUH�IURP�FRQWLQXLQJ�RSHUDWLRQV

%DVLF ������� ������� ������� �������

'LOXWHG ������� ������� ������� �������

�/RVV��HDUQLQJV�SHU�VKDUH

%DVLF ������� ������� ������� �������

'LOXWHG ������� ������� ������� �������

:HLJKWHG�DYHUDJH�QXPEHU�RI�VKDUHV

%DVLF ���������� ���������� ���������� ����������

'LOXWHG ���������� ���������� ���������� ����������



���

'<1(;�32:(5�,1&�
&RQVROLGDWHG�6WDWHPHQW�RI�&DVK�)ORZ��8QDXGLWHG�
4XDUWHU�(QGHG�-XQH���WK������

��PRQWKV ��PRQWKV <7' <7'

-XQ���WK -XQ���WK -XQ���WK -XQ���WK

���� ���� ���� ����

23(5$7,216

1HW��ORVV��HDUQLQJV ������������ ������������ ������������ ������������

,WHPV�QRW�DIIHFWLQJ�FDVK

$PRUWL]DWLRQ ������ ������ ������� �������

�*DLQ��RQ�GLVSRVDO�RI�FDSLWDO�DVVHWV �������� �������� ��������� ��������

$PRUWL]DWLRQ�RI�GHIHUUHG�ILQDQFH�FKDUJHV � ������ � ������

6KDUHV�DQG�RSWLRQV�LVVXHG�IRU�VHUYLFHV ����� � ������ ������

&KDQJHV�LQ�QRQ�FDVK�RSHUDWLQJ�ZRUNLQJ�FDSLWDO
�1RWH����

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

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

),1$1&,1*

6KDUHV�LVVXHG�IRU�FDVK ����� ������ ������ ������

�,QFUHDVH��LQ�GXH�IURP�GLUHFWRU � � �������� �

�'HFUHDVH��LQFUHDVH�LQ�GXH�WR�VKDUHKROGHU � ������� � �������

,QFUHDVH�LQ�ORDQV�IURP�D�GLUHFWRU ������� � ������� �

�'HFUHDVH��LQFUHDVH�LQ�VKRUW�WHUP�GHEW ����������� ��������� ��������� �����������

�'HFUHDVH��LQFUHDVH�LQ�ORQJ�WHUP�GHEW ������� ������ ������� �����������

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

,19(670(176

3URFHHGV�RQ�GLVSRVDO�RI�FDSLWDO�DVVHWV � ������ ������ ���������

3XUFKDVH�RI�FDSLWDO�DVVHWV �������� �������� �������� ��������

�������� �������� �������� ���������

1(7��'(&5($6(��,1�&$6+�326,7,21 ��������� ����������� ��������� �����������

(IIHFW�RI�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�RQ�FDVK�IORZ ������� ������� ������� �������

&DVK��EHJLQQLQJ�RI�SHULRG ������� ��������� ������� ����������������

&$6+��(1'�2)�3(5,2' ������������� ������������� ������������� �������������

6XSSOHPHQWDU\�,QIRUPDWLRQ�

,QWHUHVW�SDLG �������������� ������������� ������������� �������������

,QFRPH�WD[HV�SDLG�GXULQJ�\HDU � � � �



'<1(;�32:(5�,1&�
1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��8QDXGLWHG�
4XDUWHU�(QGHG�-XQH���WK������

�
�

�� '(6&5,37,21�2)�%86,1(66

7KH�&RUSRUDWLRQ�LV�HQJDJHG�LQ�WKH�GHVLJQ�DQG�PDQXIDFWXUH�RI�LQGXVWULDO�SRZHU�HTXLSPHQW�

�� 6800$5<�2)�6,*1,),&$17�$&&2817,1*�32/,&,(6

$FFRXQWLQJ�SROLFLHV

7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�SUHVHQWHG�KHUH�DUH�SUHSDUHG�XVLQJ�WKH�VDPH�DFFRXQWLQJ�SROLFLHV
DV� ZHUH� XVHG� ODVW� \HDU�� GHWDLOV� RI� ZKLFK� DUH� VHW� RXW� LQ� WKH� $QQXDO� 5HSRUW� IRU� ����� DQG� DUH� LQ
DFFRUGDQFH�ZLWK�&DQDGLDQ�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�

&XUUHQF\�RI�UHSRUWLQJ

$OO�ILJXUHV�DUH�LQ�&DQDGLDQ�GROODUV�H[FHSW�DV�RWKHUZLVH�VWDWHG�

%DVLV�RI�FRQVROLGDWLRQ

7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DFFRXQWV�RI�WKH�&RUSRUDWLRQ�DQG�LWV�ZKROO\�RZQHG
VXEVLGLDULHV��'\QH[�6HPLFRQGXFWRU�/LPLWHG�DQG�'\QH[�6$5/��LQ�DFFRUGDQFH�ZLWK�&DQDGLDQ�JHQHUDOO\
DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�

8VH�RI�DFFRXQWLQJ�HVWLPDWHV

7KH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV� LQ�FRQIRUPLW\�ZLWK�&DQDGLDQ�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ
SULQFLSOHV� UHTXLUHV� WKH� &RUSRUDWLRQ·V� PDQDJHPHQW� WR� PDNH� HVWLPDWHV� WKDW� DIIHFW� WKH� UHSRUWHG
DPRXQWV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�GLVFORVXUH�RI�FRQWLQJHQW�DVVHWV�DQG�OLDELOLWLHV�DV�DW�WKH�GDWH�RI�WKH
ILQDQFLDO�VWDWHPHQWV�DQG�WKH�UHSRUWHG�DPRXQWV�RI�UHYHQXHV�DQG�H[SHQVHV�GXULQJ�WKH�UHSRUWLQJ�SHULRGV
SUHVHQWHG���$FWXDO�UHVXOWV�FRXOG�GLIIHU�IURP�WKH�HVWLPDWHV�PDGH�E\�PDQDJHPHQW�

&DVK�DQG�FDVK�HTXLYDOHQWV

&DVK�DQG�FDVK�HTXLYDOHQWV�LQFOXGH�LQYHVWPHQWV�WKDW�KDYH�WHUPV�RI�WKUHH�PRQWKV�RU�OHVV�DW�WKH�WLPH�RI
DFTXLVLWLRQ���&DVK�HTXLYDOHQWV�FRQVLVW�SULPDULO\�RI�WHUP�GHSRVLWV���7KH�FDUU\LQJ�DPRXQWV�RI�FDVK�DQG
FDVK�HTXLYDOHQWV�DUH�VWDWHG�DW�FRVW�SOXV�DFFUXHG�LQWHUHVW��ZKLFK�DSSUR[LPDWHV�WKHLU�IDLU�PDUNHW�YDOXH�

,QYHQWRULHV

5DZ�PDWHULDOV�DQG�ZRUN�LQ�SURFHVV�DUH�YDOXHG�DW�WKH�ORZHU�RI�FRVW�DQG�UHSODFHPHQW�FRVW��DQG�ILQLVKHG
JRRGV�DW�WKH� ORZHU�RI�FRVW�DQG�QHW�UHDOL]DEOH�YDOXH�� �5DZ�PDWHULDOV�DUH�YDOXHG�DW�VWDQGDUG�FRVW�WKDW
DFFXUDWHO\�UHIOHFWV�WKHLU�SXUFKDVH�FRVW���:RUN�LQ�SURFHVV�DQG�ILQLVKHG�JRRGV�DUH�YDOXHG�DW�WKH�VWDQGDUG
FRVW�RI�GLUHFW�PDWHULDO� DQG� ODERXU�SOXV� DOORFDWHG�RYHUKHDGV�� � ,QYHQWRU\� LV� IXOO\�SURYLGHG� IRU� LI� UDZ
PDWHULDOV�KDYH�QRW�PRYHG�LQ�VL[�PRQWKV�DQG�LI�ZRUN�LQ�SURJUHVV�RU�ILQLVKHG�JRRGV�KDYH�QRW�PRYHG�LQ
WKUHH�PRQWKV�
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&DSLWDO�DVVHWV

&DSLWDO�DVVHWV�DUH�UHFRUGHG�DW�FRVW���$PRUWL]DWLRQ�LV�FDOFXODWHG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH
DQWLFLSDWHG�XVHIXO�OLYHV�RI�WKH�DVVHWV�DV�IROORZV�

(TXLSPHQW ����\HDUV

'HIHUUHG�5HYHQXH

7KH�JDLQ�RQ�WKH�VDOH�DQG�OHDVHEDFN�RI�WKH�ODQG�DQG�EXLOGLQJV��QRWH����LV�EHLQJ�DPRUWL]HG�RYHU�WKH���
\HDU�PLQLPXP�WHUP�RI�WKH�UHVXOWLQJ�OHDVH�

5HYHQXH�UHFRJQLWLRQ

7KH�&RUSRUDWLRQ�UHFRJQL]HV�SURGXFW�UHYHQXHV�IURP�VDOHV�WR�HQG�FXVWRPHUV�DQG�WR�LWV�GLVWULEXWRUV�DW
WKH� WLPH� RI� VKLSPHQW� SURYLGHG� WKDW� DOO� VLJQLILFDQW� FRQWUDFWXDO� REOLJDWLRQV�� LQFOXGLQJ� FXVWRPHU
DFFHSWDQFH�� KDYH� EHHQ� VDWLVILHG� DQG� FROOHFWLRQ� LV� UHDVRQDEO\� DVVXUHG�� � $Q\� SRWHQWLDO� IRU� ZDUUDQW\
FODLPV�LV�SURYLGHG�IRU�DW�WKH�WLPH�RI�VDOH��EDVHG�RQ�ZDUUDQW\�WHUPV�DQG�SULRU�FODLPV�H[SHULHQFH�

)RUHLJQ�FXUUHQF\�WUDQVODWLRQ

7KH�&RUSRUDWLRQ�FRQVLGHUV�LWV�ZKROO\�RZQHG�VXEVLGLDULHV��'\QH[�6HPLFRQGXFWRU�/LPLWHG�DQG�'\QH[
6$5/�� WR� EH� VHOI�VXVWDLQLQJ� VXEVLGLDULHV� DQG� WKH� DFFRXQWV� LQ� IRUHLJQ� FXUUHQF\� DUH� WUDQVODWHG� LQWR
&DQDGLDQ�GROODUV�XVLQJ�WKH�FXUUHQW�UDWH�PHWKRG�RI�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ���8QGHU�WKLV�PHWKRG�
DVVHWV� DQG� OLDELOLWLHV� DUH� WUDQVODWHG� DW� WKH� H[FKDQJH� UDWH� LQ� HIIHFW� DV� RI� WKH� EDODQFH� VKHHW� GDWH� DQG
LQFRPH�DQG�H[SHQVH�LWHPV�DUH�WUDQVODWHG�DW�WKH�DYHUDJH�H[FKDQJH�UDWH�IRU�WKH�SHULRG���1HW�XQUHDOL]HG
H[FKDQJH�DGMXVWPHQWV� DULVLQJ�RQ� WKH� WUDQVODWLRQ�RI� IRUHLJQ� FXUUHQFLHV� DUH� LQFOXGHG� LQ� VKDUHKROGHUV·
HTXLW\�DV�FXPXODWLYH�WUDQVODWLRQ�DGMXVWPHQW�

Research and development costs

5HVHDUFK�FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG���([SHQGLWXUHV�IRU�UHVHDUFK�DQG�GHYHORSPHQW�H
HTXLSPHQW�DUH�FDSLWDOL]HG���'HYHORSPHQW�FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG�

,QFRPH�WD[HV

7KH�&RUSRUDWLRQ�DQG�LWV�VXEVLGLDULHV�DFFRXQW�IRU�LQFRPH�WD[HV�XVLQJ�WKH�OLDELOLW\�PHWKRG���8QGHU�WKLV
PHWKRG��FXUUHQW�LQFRPH�WD[HV�DUH�UHFRJQL]HG�IRU�HVWLPDWHG�LQFRPH�WD[HV�SD\DEOH�IRU�WKH�FXUUHQW�\HDU�
)XWXUH�LQFRPH�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�UHFRJQL]HG�IRU�WHPSRUDU\�GLIIHUHQFHV�EHWZHHQ�WKH�WD[�DQG
DFFRXQWLQJ� EDVLV� RI� DVVHWV� DQG� OLDELOLWLHV� DQG� IRU� WKH� EHQHILWV� RI� WD[� ORVVHV� DYDLODEOH� WR� EH� FDUULHG
IRUZDUG�WR�IXWXUH�\HDUV�LI�WKHVH�DUH�PRUH�OLNHO\�WKDQ�QRW�WR�EH�UHDOL]HG�
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6WRFN�EDVHG�FRPSHQVDWLRQ

7KH�&RUSRUDWLRQ�IROORZV�WKH�&,&$�+DQGERRN�6HFWLRQ������´6WRFN�%DVHG�&RPSHQVDWLRQ�DQG�2WKHU
6WRFN�%DVHG�3D\PHQWVµ�ZKLFK�HVWDEOLVKHV�VWDQGDUGV�IRU�WKH�UHFRJQLWLRQ��PHDVXUHPHQW�DQG�GLVFORVXUH
RI� VWRFN�EDVHG� FRPSHQVDWLRQ�� (IIHFWLYH� -DQXDU\� ��� ������ WKHVH� UHFRPPHQGDWLRQV� UHTXLUH� WKDW� WKH
&RUSRUDWLRQ�DFFRXQW�IRU� LWV�VWRFN�EDVHG�FRPSHQVDWLRQ�� IRU�DZDUGV�DQG�PRGLILFDWLRQ�VXEVHTXHQW� WR
-DQXDU\���������EDVHG�RQ�WKH�IDLU�YDOXH�PHWKRG�� �7KH�&,&$�+DQGERRN�6HFWLRQ������UHTXLUHV�WKDW
WKLV�FKDQJH�LQ�DFFRXQWLQJ�SROLF\�EH�LPSOHPHQWHG�UHWURDFWLYHO\��KRZHYHU�WKH�&RUSRUDWLRQ�GLG�QRW�KDYH
DQ\� VLJQLILFDQW�VWRFN�EDVHG�FRPSHQVDWLRQ� UHODWHG� WR� JUDQWV� WR� HPSOR\HHV� DQG�SUHYLRXVO\� DFFRXQWHG
IRU�LWV�JUDQWV�WR�QRQ�HPSOR\HHV�XVLQJ�WKH�IDLU�YDOXH�EDVHG�PHWKRG���$V�D�UHVXOW��WKHUH�ZDV�QR�LPSDFW
RQ�WKH�ILQDQFLDO�VWDWHPHQWV�RI�SULRU�SHULRGV���$Q\�FRQVLGHUDWLRQ�SDLG�E\�HPSOR\HHV�RQ�WKH�H[HUFLVH�RI
VWRFN�RSWLRQV�LV�UHFRUGHG�DV�VKDUH�FDSLWDO�

6DOH�RI�6HQVRUV�EXVLQHVV

7KH�&RUSRUDWLRQ� VROG� LWV�6HQVRUV�EXVLQHVV� IRU�FDVK�RQ�$XJXVW���QG�������� �&RQVHTXHQWO\�� WKH�QHW
HDUQLQJV�RI�WKH�6HQVRUV�EXVLQHVV�IRU�WKH�SHULRG�WR�-XQH���WK�������DUH�UHSRUWHG�VHSDUDWHO\�DIWHU�WKH
UHVXOWV�RI�WKH�FRQWLQXLQJ�RSHUDWLRQV�

�� ,19(1725,(6

Jun 30th, 2004 Dec 31st, 2003

Raw materials $ 2,222,675 $ 2,172,189
Work in progress 6,099,565 4,654,172
Finished goods 1,172,400 1,061,805

$ 9,494,640 $ 7,888,166

,QYHQWRU\�LV�VWDWHG�QHW�RI�D�SURYLVLRQ�RI��������������'HF���VW����������������������IRU
REVROHVFHQFH�

�� &$3,7$/�$66(76

Jun 30th, 2004 Dec 31st, 2003
Accumulated Net Book Net Book

Cost Amortization Value Value

Equipment $ 2,264,116 $    1,447,904 $ 816,212 $ 840,231

$ 2,264,116 $ 1,447,904 $ 816,212 $ 840,231
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7KH�&RUSRUDWLRQ�KDV�WZR�ORDQV�SD\DEOH�WR�D�GLUHFWRU�RI�WKH�&RUSRUDWLRQ�WRWDOOLQJ�����������'HF���VW�
�����²�����������ZKLFK�EHDU�LQWHUHVW�DW������SHU�DQQXP�FRPSRXQGHG�PRQWKO\�DQG�DUH�UHSD\DEOH�LQ
'HFHPEHU������

7KH�&RUSRUDWLRQ�KDV� D� WKLUG� ORDQ�SD\DEOH� WR�D�GLUHFWRU�RI� WKH�&RUSRUDWLRQ�RI���������� �'HF���VW�
��������QLO��ZKLFK�EHDUV�LQWHUHVW�DW������SHU�DQQXP�FRPSRXQGHG�PRQWKO\�DQG�LV�UHSD\DEOH�LQ�WKUHH
HTXDO�LQVWDOPHQWV�LQ�)HEUXDU\��0DUFK�DQG�$SULO������

�� 6+257�7(50�'(%7

7KH�&RUSRUDWLRQ�KDV�D�VKRUW�WHUP�GHEW�RI�������������'HF���VW� ��������������������VHFXUHG�E\�D�ILUVW
FKDUJH�RQ�DOO�FDSLWDO�DVVHWV��LQYHQWRU\��FDVK�DQG�FDVK�HTXLYDOHQWV�DQG�DFFRXQWV�UHFHLYDEOH���7KH�ORDQ�LV
UHSD\DEOH�RQ�GHPDQG�

�� /21*�7(50�'(%7

Jun 30th, 2004    Dec 31st, 2003

Loan payable in monthly instalments of $1,470 to
September, 2005 bearing interest at 13.7% and secured 
under a general security agreement.

22,050 30,870

22,050 30,870

Current portion 17,640 17,640

$ 4,410 $ 13,230

3ULQFLSDO�SD\PHQWV

3ULQFLSDO�SD\PHQWV�UHTXLUHG�LQ�HDFK�RI�WKH�QH[W�WZR�ILVFDO�\HDUV�DUH�

2004 8,820
2005 13,230

$ 22,050

�� '()(55('�5(9(18(

2Q�0DUFK���WK�������WKH�&RUSRUDWLRQ·V�VXEVLGLDU\�HQWHUHG�LQWR�D�VDOH�DQG�OHDVHEDFN�RI�LWV�/LQFROQ��(QJODQG
ODQG�DQG�EXLOGLQJV���7KH�JDLQ�UHDOL]HG�RQ�WKH�VDOH�KDV�EHHQ�GHIHUUHG���$PRUWL]DWLRQ�RI�WKLV�JDLQ��DPRXQWLQJ�WR
���������LV�LQFOXGHG�LQ�RWKHU�LQFRPH�IRU�WKH�TXDUWHU�HQGHG�-XQH���WK��������-XQH���WK������������������
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$XWKRUL]HG�
��$Q�XQOLPLWHG�QXPEHU�RI�FRPPRQ�VKDUHV
��$Q�XQOLPLWHG�QXPEHU�RI�SUHIHUUHG�VKDUHV�LVVXDEOH�LQ�VHULHV

,VVXHG�
��7KH�&RUSRUDWLRQ·V�LVVXHG�DQG�RXWVWDQGLQJ�VKDUH�FDSLWDO�LV�DV�IROORZV�

Jun 30th, 2004 Dec 31st, 2003

Common shares  - amount $ 9,974,816 $ 9,950,035
 - number 20,733,729 20,708,729

7KH�&RUSRUDWLRQ�KDV�QR�LVVXHG�DQG�RXWVWDQGLQJ�SUHIHUUHG�VKDUHV�

&RPPRQ�VKDUH�WUDQVDFWLRQV

'XULQJ�WKH�TXDUWHU��������RSWLRQV�ZHUH�H[HUFLVHG�

$V�D�UHVXOW�RI�DFFRXQWLQJ�IRU�VWRFN�EDVHG�FRPSHQVDWLRQ�UHODWHG�WR�RSWLRQV�JUDQWHG�WR�HPSOR\HHV
XVLQJ�WKH�IDLU�YDOXH�EDVHG�PHWKRG��WKH�&RUSRUDWLRQ�UHFRUGHG��������RI�VWRFN�EDVHG�FRPSHQVDWLRQ�WR
JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVH�LQ�WKH�TXDUWHU�HQGHG�-XQH���WK��������-XQ���WK����������QLO��

6WRFN�RSWLRQ�SODQ

$� WRWDO� RI� ���������� �'HF� ��VW�� ����� �� ����������� RI� WKH� FRPPRQ� VKDUHV� RI� WKH� &RUSRUDWLRQ
RXWVWDQGLQJ� IURP� WLPH� WR� WLPH� DUH� UHVHUYHG� IRU� WKH� LVVXDQFH� RI� VWRFN� RSWLRQV� SXUVXDQW� WR� WKH
&RUSRUDWLRQ·V�VWRFN�RSWLRQ�SODQ���*HQHUDOO\��RSWLRQV�JUDQWHG�XQGHU�WKH�SODQ�YHVW�HYHQO\�RYHU�D�WKUHH�
\HDU�SHULRG�FRPPHQFLQJ�RQH�\HDU�IURP�WKH�GDWH�RI�JUDQW�DQG�H[SLUH�ILYH�\HDUV�IURP�WKH�GDWH�RI�WKH
JUDQW���2SWLRQV�DUH�QRW�DVVLJQDEOH���7KH�PRYHPHQWV�LQ�VWRFN�RSWLRQV�DUH�VXPPDUL]HG�EHORZ�

Number of Weighted Average
Options  Exercise Price  

Outstanding at December 31st, 2002 1,641,000 $ 1.02
Granted 160,000 $ 0.34
Exercised (50,000) $ 0.20
Cancelled (47,500) $ 1.78

Outstanding at December 31st, 2003 1,703,500 $ 0.93
Granted - $ -
Exercised (25,000) $ 0.30
Cancelled (203,000) $ 0.30

Outstanding at June 30th, 2004   1,475,500 $ 1.03

7KH�ZHLJKWHG� DYHUDJH� UHPDLQLQJ� OLIH�RI� WKH�RXWVWDQGLQJ�RSWLRQV� LV� �� \HDUV� DQG� �� PRQWK�� � $W� -XQH
��WK������� WKHUH� DUH�����������RSWLRQV�H[HUFLVDEOH�ZLWK� D�ZHLJKWHG� DYHUDJH� H[HUFLVH�SULFH�RI� �����
DQG�D�ZHLJKWHG�DYHUDJH�UHPDLQLQJ�OLIH�RI���\HDU�DQG����PRQWKV�
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6WRFN�RSWLRQ�SODQ��&RQWLQXHG�

$W�-XQH���WK�������WKH�IROORZLQJ�VWRFN�RSWLRQV�DUH�RXWVWDQGLQJ�

Number of Exercise Grant Expiry
Options  Price  Date  Date  

Officers     130,000 $ 0.60 January 19, 2000 January 19, 2005
81,000 $ 2.00 January 1, 2001 January 1, 2006

150,000 $ 0.2300 April 28, 2003 April 28, 2008

Directors who
  are not officers 75,000 $ 1.59 June 6, 2001 June 6, 2006

400,000 $ 0.50 January 1, 2002 January 1, 2007

All other employees 250,000 $ 0.60 January 19, 2000 January 19, 2005
389,500 $ 2.00 January 1, 2001 January 1, 2006

Total outstanding 1,475,500 $ 1.03
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7KH�IROORZLQJ�DUH�FRPSRQHQWV�RI�WKH�LQFRPH�WD[�H[SHQVH��UHFRYHU\��IRU�WKH�SHULRGV�

3 months 3 months YTD YTD
Jun 30th Jun 30th Jun 30th Jun 30th

2004 2003 2004 2003

Current $ - $ - $ - $ 3,535
Future - (420,190) - (420,190)

$ - $ (420,190) $ - $ (416,655)

7KH� SURYLVLRQ� IRU� LQFRPH� WD[HV� UHSRUWHG� GLIIHUV� IURP� WKH� DPRXQW� FRPSXWHG� E\� DSSO\LQJ� WKH
&DQDGLDQ�VWDWXWRU\�UDWH�WR�HDUQLQJV�EHIRUH�LQFRPH�WD[HV�IRU�WKH�IROORZLQJ�UHDVRQV�

3 months 3 months YTD YTD
Jun 30th Jun 30th Jun 30th Jun 30th

2004 2003 2004 2003

(Loss) before income taxes $(1,923,896) $(1,761,691) $(2,500,141) $(4,512,779)

Expected tax (recovery) (704,145) (644,779) (915,052) (1,651,677)

Increase (decrease) resulting
from:
  Unrecorded benefit of tax loss 704,145 224,589 915,052 1,231,487
  Foreign tax differential 3,535

Reported income tax expense     $ - $(420,190)        $           - $ (416,655)
(recovery)
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7KH�&DQDGLDQ�VWDWXWRU\�WD[�UDWH�RI��������-XQ���WK����������������LV�FRPSULVHG�RI�)HGHUDO�LQFRPH
WD[� DW� DSSUR[LPDWHO\� ������ �-XQ���WK������� ²� ������� DQG�3URYLQFLDO� LQFRPH� WD[� DW� DSSUR[LPDWHO\
�������-XQ���WK�������²����������7KH�8QLWHG�.LQJGRP�VWDWXWRU\�UDWH�LV������-XQ���WK�������²�����

$V�DW� -XQH���WK������� WKH�&RUSRUDWLRQ�KDV�XQGHGXFWHG� UHVHDUFK�DQG�GHYHORSPHQW� H[SHQGLWXUHV�RI
DSSUR[LPDWHO\���������ZKLFK�DUH� DYDLODEOH�ZLWKRXW�H[SLU\� WR� UHGXFH� IXWXUH�\HDUV·�&DQDGLDQ�)HGHUDO
DQG�3URYLQFLDO�WD[DEOH�LQFRPH�

$V�DW�-XQH���WK�������WKH�&RUSRUDWLRQ�DOVR�KDV�&DQDGLDQ�WD[�ORVV�FDUU\�IRUZDUGV�DYDLODEOH�WR�UHGXFH
IXWXUH�\HDUV·�LQFRPH�IRU�WD[�SXUSRVHV���7KHVH�ORVV�FDUU\�IRUZDUGV�H[SLUH�DV�IROORZV�

<HDU�RI�H[SLU\ 3URYLQFLDO )HGHUDO

2004 $ 160,000 $ 160,000
2005 2,000 2,000
2006 521,000 521,000
2007 424,000 424,000
2008 427,000 427,000
2010 1,074,000 1,074,000

$V� DW� -XQH� ��WK�� ����� WKH� &RUSRUDWLRQ�KDV� 8QLWHG� .LQJGRP� WD[� ORVV� FDUU\� IRUZDUG� RI� ����������
DYDLODEOH� WR� UHGXFH� IXWXUH� \HDUV·� LQFRPH� IRU� WD[� SXUSRVHV�� � 7KHVH� WD[� ORVV� FDUU\� IRUZDUGV� KDYH� QR
H[SLU\�GDWH�

7KH�SRWHQWLDO� IXWXUH� LQFRPH�WD[�EHQHILWV� UHODWHG� WR� WKH�DERYH� LWHPV�KDYH�QRW�EHHQ�UHFRUGHG� LQ� WKH
ILQDQFLDO�VWDWHPHQWV�

��� 1(7�($51,1*6�)520�',6&217,18('�23(5$7,216

7KH�IROORZLQJ�DUH�WKH�UHYHQXH��JURVV�PDUJLQ�DQG�QHW�HDUQLQJV�ILJXUHV�IRU�WKH�GLVFRQWLQXHG�RSHUDWRQV�

3 months 3 months YTD YTD
Jun 30th Jun 30th Jun 30th Jun 30th

2004 2003 2004 2003

Revenue $ - $ 1,998,525 $ - $ 3,367,188

Gross Margin - 1,123,866 - 1,293,976

Net Earnings before and after tax $ - $ 1,050,891 $ - $ 1,126,228
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$W� -XQH� ��WK�� ����� WKH� QXPEHU� RI� VKDUHV� WKDW� FRXOG� SRWHQWLDOO\� GLOXWH� EDVLF� HDUQLQJV� SHU� VKDUH� LQ
IXWXUH�EXW�ZKLFK�ZHUH�QRW�LQFOXGHG�LQ�WKH�FRPSXWDWLRQ�RI�WKH�GLOXWHG�ORVV�SHU�VKDUH�EHFDXVH�WR�GR�VR
ZRXOG�KDYH�EHHQ�DQWL�GLOXWLYH�ZDV������������-XQH���WK���������������������

��� &200,70(176

0LQLPXP�RSHUDWLQJ�OHDVH�FRPPLWPHQWV�RYHU�WKH�QH[W�WKUHH�\HDUV�DUH�DV�IROORZV�

2004 $ 553,690
2005 779,343
2006 669,747

$ 2,002,780

���� &+$1*(6�,1�121�&$6+�23(5$7,1*�:25.,1*�&$3,7$/�,7(06

3 months 3 months YTD YTD
Jun 30th Jun 30th Jun 30th Jun 30th

2004 2003 2004 2003

Accounts receivable $   ,122,777 $     (515,687) $   1,336,326 $     1,640,505
Inventories   (594,373)    (1,080,479)       (1,159,303)    (1,488,333)
Prepaid expenses and deposits        14,350          121,778            (50,001)        (179,146)
Accounts payable and accrued
liabilities

     864,026       (651,900)         2,294,076       (952,618)

Future income taxes                 -       (420,190)                      -        (420,190)

$ 2,406,780 $  (2,546,478) $   2,421,098 $  (1,399,782)
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)RU� WKH� TXDUWHU� HQGHG� -XQH� ��WK�� ����� WKH� &RUSRUDWLRQ� KDG� RQH� FXVWRPHU� WKDW� DFFRXQWHG� IRU
DSSUR[LPDWHO\�����RI�UHYHQXH�DQG�RQH�FXVWRPHU�WKDW�DFFRXQWHG�IRU�DSSUR[LPDWHO\�����RI�UHYHQXH
�-XQ���WK�������²�RQH�FXVWRPHU�DFFRXQWLQJ�IRU�DSSUR[LPDWHO\�����RI�UHYHQXH��

��� ),1$1&,$/�,167580(176

7KHUH�LV�ILQDQFLDO�ULVN�WR�WKH�&RUSRUDWLRQ·V�HDUQLQJV�WKDW�DULVHV�IURP�IOXFWXDWLRQV�LQ�IRUHLJQ�H[FKDQJH
UDWHV��DQG�WKH�GHJUHH�RI�YRODWLOLW\�RI�WKHVH�UDWHV���7KH�&RUSRUDWLRQ�KDV�QRW�XVHG�GHULYDWLYH�LQVWUXPHQWV
WR�KHGJH� LWV� H[SRVXUH� WR�IRUHLJQ� FXUUHQF\� ULVN�� �7KH� H[SRVXUH� WR� IRUHLJQ� FXUUHQF\� ULVN� LV�SULPDULO\
OLPLWHG�WR�WKDW�RI�WKH�8QLWHG�6WDWHV�'ROODU��WKH�8QLWHG�.LQJGRP�3RXQG�DQG�WKH�(XUR�

,Q�DGGLWLRQ��WKH�&RUSRUDWLRQ�LV�H[SRVHG�WR�FUHGLW�ULVN�IURP�FXVWRPHUV���7KH�&RUSRUDWLRQ·V�EXVLQHVV�LV
PRVWO\�ZLWK� ODUJH�FRUSRUDWLRQV�DQG�JRYHUQPHQWV�� �7KH�&RUSRUDWLRQ�KDV�FUHGLW� HYDOXDWLRQ�� DSSURYDO
DQG�PRQLWRULQJ�SURFHVVHV�LQWHQGHG�WR�PLWLJDWH�SRWHQWLDO�FUHGLW�ULVN�

7KH� FDUU\LQJ� DPRXQWV� IRU� FDVK� DQG� FDVK� HTXLYDOHQWV�� DFFRXQWV� UHFHLYDEOH�� DPRXQWV� GXH� IURP
GLUHFWRUV��DFFRXQWV�SD\DEOH��DQG�VKRUW�WHUP�GHEW�DSSUR[LPDWH�IDLU�PDUNHW�YDOXH�EHFDXVH�RI�WKH�VKRUW
PDWXULW\�RI�WKHVH�LQVWUXPHQWV�

7KH� IDLU� YDOXH� RI� ORQJ�WHUP� GHEW� LV� GHWHUPLQHG� E\� GLVFRXQWLQJ� IXWXUH� FDVK� IORZV� XVLQJ� UDWHV� WKDW
UHIOHFW�WKRVH�WKDW�WKH�&RUSRUDWLRQ�FRXOG�FXUUHQWO\�REWDLQ��RQ�WKH�PDUNHW��IRU�ORDQV�ZLWK�VLPLODU�WHUPV�
FRQGLWLRQV�DQG�PDWXULWLHV���7KH�FDUU\LQJ�YDOXH�DPRXQW�RI�DOO�ILQDQFLDO�LQVWUXPHQWV�ZDV�VLPLODU�WR�IDLU
YDOXHV�

��� %86,1(66�6(*0(17�,1)250$7,21

%XVLQHVV�DUHD

7KH�EXVLQHVV�RSHUDWHV�LQ�WKUHH�GLVWLQFW�FXVWRPHU�DUHDV���SRZHU�GHYLFHV��WKH�GHVLJQ�DQG�PDQXIDFWXUH
RI�SRZHU�VHPLFRQGXFWRUV���SRZHU�DVVHPEOLHV��WKH�GHVLJQ�DQG�DVVHPEO\�RI�SRZHU�GHYLFHV�LQWR�VWDFNV�
DQG�LQWHJUDWHG�FLUFXLWV���7KH�FXVWRPHUV�VHUYLFHG�E\�WKHVH�EXVLQHVV�DUHDV�UHTXLUH�GLIIHUHQW�PDUNHWLQJ
VWUDWHJLHV�EXW�WKH�SURGXFW�PDQXIDFWXULQJ�LV�VXSSRUWHG�E\�FRPPRQ�LQIUDVWUXFWXUH�DW�WKH�&RUSRUDWLRQ·V
/LQFROQ�� 8.� IDFLOLW\�� � $V� DW� -XQH� ��WK�� ����� WKH� &RUSRUDWLRQ� GRHV� QRW� VHJUHJDWH� DVVHWV� RU� RWKHU
EDODQFH�VKHHW�DFFRXQWV�E\�EXVLQHVV�DUHD�QRU�GRHV�WKH�&RUSRUDWLRQ�PHDVXUH�RSHUDWLQJ�SURILWV�E\�WKHVH
DUHDV���7KH�&RUSRUDWLRQ�HYDOXDWHV�SHUIRUPDQFH�DQG�DOORFDWHV�UHVRXUFHV�EDVHG�RQ�UHYHQXH�E\�EXVLQHVV
DUHD�
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1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��8QDXGLWHG�
4XDUWHU�(QGHG�-XQH���WK������
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��� %86,1(66�6(*0(17�,1)250$7,21��&RQWLQXHG�

*HRJUDSKLF�DUHD

7KH�GHVWLQDWLRQ�RI�VDOH��WKH�ORFDWLRQ�RI�WKH�FXVWRPHU��RI�UHYHQXHV�DQG�WKH�ORFDWLRQ�RI�WDQJLEOH�DVVHWV
GHWHUPLQH�WKH�JHRJUDSKLF�DUHDV�

3 months 3 months YTD YTD
Jun 30th Jun 30th Jun 30th Jun 30th

2004 2003 2004 2003

Revenue:

  Business segment
    Power units $4,600,049 $ 3,642,878 $ 9,455,183 $ 6,644,035
    Power assemblies         560,014    1,484,068       1,563,073 2,031,206
    Integrated Circuits          202,974       134,915       1,058,950 934,953

$5,363,037 $ 5,261,861 $12,077,206 $ 9,610,194

  Geographic area
    Europe $3,320,711 $ 3,354,943  $ 7,471,198 $ 6,391,441
    North America   1,109,803    1,242,099      2,738,711 2,003,924
    Far East and other      932,523       664,819      1,867,297 1,214,829

$5,363,037 $ 5,261,861  $12,077,206 $ 9,610,194

&DSLWDO�DVVHWV

Jun 30th, 2004 Dec 31st, 2003

  Geographic area
    Europe $ 815,259 $ 839,278
    North America 953 953

$ 816,212 $ 840,231

��� &217,1*(1&,(6

$Q�DFWLRQ�DJDLQVW�WKH�&RUSRUDWLRQ�KDV�EHHQ�FRPPHQFHG�LQ�WKH�,WDOLDQ�FRXUWV�E\�D� IRUPHU�VXSSOLHU�
IRU�86���������SOXV�LQWHUHVW��FODLPLQJ�EUHDFK�RI�FRQWUDFW���7KH�&RUSRUDWLRQ�EHOLHYHV�WKDW�LW�PD\�KDYH
WR�PDNH�D�SD\PHQW�LQ�RUGHU�WR�VHWWOH�WKLV�FODLP�DQG�KDV�DFFUXHG�WKH�HVWLPDWHG�DPRXQW�RI�WKLV�OLDELOLW\�
KRZHYHU��WKH�XOWLPDWH�OLDELOLW\�PD\�H[FHHG�WKH�DPRXQW�DFFUXHG�

$Q�DFWLRQ�DJDLQVW�WKH�&RUSRUDWLRQ�ZDV�FRPPHQFHG�E\�D�IRUPHU�FRQVXOWDQW�RI�WKH�&RUSRUDWLRQ�LQ�WKH
2QWDULR� 6XSHULRU� &RXUW� RI� -XVWLFH� RQ� )HEUXDU\� �WK�� ����� IRU� SD\PHQW� RI� ��������� LQ� UHVSHFW� RI
FODLPHG� RXWVWDQGLQJ� SD\PHQWV�� � 7KH� &RUSRUDWLRQ� KDV� GHIHQGHG� WKLV� DFWLRQ� DQG� EHOLHYHV� WKHUH� LV� D
UHDVRQDEOH�SURVSHFW�RI�D�VHWWOHPHQW�RI�WKLV�PDWWHU�WKDW�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH
RSHUDWLQJ� UHVXOWV� DQG� ILQDQFLDO� FRQGLWLRQ� RI� WKH� &RUSRUDWLRQ�� � +RZHYHU�� WKH� RXWFRPH� LV� QRW
GHWHUPLQDEOH�DW�WKLV�WLPH�
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7KH�&RUSRUDWLRQ�LQFXUUHG�H[SHQVHV�RI�����������-XQ���WK�������������������ZLWK�UHVSHFW�WR�D�GHILQHG
FRQWULEXWLRQ�SHQVLRQ�SODQ� LQ�SODFH�DW�'\QH[�6HPLFRQGXFWRU�/LPLWHG��7KH�&RUSRUDWLRQ� LQVWLJDWHG�D
VL[�PRQWK� VXVSHQVLRQ� RI� FRQWULEXWLRQV� LQWR� WKLV� SODQ�� FRPPHQFLQJ� 1RYHPEHU�� ������ 7KH
&RUSRUDWLRQ·V�VWDWHG�LQWHQWLRQ�LV�WR�UHLPEXUVH�WKH�FRQWULEXWLRQ�VKRUWIDOO�DIWHU�WKH�VL[�PRQWK�SHULRG�
EDVHG�RQ�LWV�ILQDQFLDO�SRVLWLRQ���$W�-XQH���WK�����������������'HF���VW�������������������LV�LQFOXGHG
LQ�DFFUXHG�OLDELOLWLHV�

��� 5(/$7('�3$57<�75$16$&7,216

7KH� &RUSRUDWLRQ� LQFXUUHG� H[SHQVHV� RI� �������� �-XQH� ��WK�� ����� �� ��������� ZLWK� UHVSHFW� WR� IHHV
SD\DEOH� WR� GLUHFWRUV�� � $V� DW� -XQH� ��WK�� ����� ��������� LV� SD\DEOH� WR� GLUHFWRUV� �'HF� ��VW�� ����� �
�����������7KH�GLUHFWRUV�IHHV�DUH�UHFRUGHG�DW�WKH�QHJRWLDWHG�DPRXQWV�

7KH�&RUSRUDWLRQ�KDV�WKUHH�ORDQV�IURP�D�GLUHFWRU���'HWDLOV�RI�WKHVH�ORDQV�DUH�VHW�RXW�LQ�1RWH���

2Q�0DUFK���VW�������WKH�&RUSRUDWLRQ�VHWWOHG�D�OHJDO�GLVSXWH�LQ�ZKLFK�D�GLUHFWRU�RI�WKH�&RUSRUDWLRQ�LV
GXH�WR�FRQWULEXWH�����������7KDW�DPRXQW�ZDV�RXWVWDQGLQJ�DW�-XQH���WK��������EXW�ZDV�UHSDLG�SULRU�WR
WKHVH�DFFRXQWV�EHLQJ�DSSURYHG�E\�WKH�%RDUG�

��� 68%6(48(17�(9(176

6XEVHTXHQW�WR�WKH�FRPSOHWLRQ�RI�WKH�VHFRQG�TXDUWHU��EXW�SULRU�WR�WKH�UHOHDVH�RI�WKH�VHFRQG
TXDUWHU�UHVXOWV��WKH�&RPSDQ\�FRPSOHWHG�WKH�VDOH�RI�����������XQLWV�DW�D�SULFH�RI�������SHU
XQLW�IRU�JURVV�SURFHHGV�RI������������RQ�-XO\���WK��������7KH�DJHQW�VHOOLQJ�WKH�XQLWV�DOVR
DJUHHG�WR�H[HUFLVH�LWV�RSWLRQ�RYHU�WKH�QH[W����GD\V�WR�DUUDQJH�IRU�WKH�VXEVFULSWLRQ�RI�XS�WR�DQ
DGGLWLRQDO���������XQLWV�DW�DQ�LVVXH�SULFH�RI�������SHU�XQLW��(DFK�XQLW�FRQVLVWV�RI�RQH
FRPPRQ�VKDUH�RI�'\QH[�DQG�RQH�KDOI�RI�RQH�FRPPRQ�VKDUH�SXUFKDVH�ZDUUDQW��(DFK�ZKROH
ZDUUDQW�HQWLWOHV�WKH�KROGHU�WR�SXUFKDVH�RQH�FRPPRQ�VKDUH�RI�'\QH[�DW�D�SULFH�RI�������SHU
VKDUH�IRU�D�SHULRG�RI����PRQWKV�IURP�LVVXDQFH�



���
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%RDUG�RI�'LUHFWRUV

'DYLG�)��%DQNV
&KDLUPDQ

0LFKDHO�$��/H*RII��
'LUHFWRU��3UHVLGHQW�	�&(2

%RE�/RFNZRRG
'LUHFWRU��93�)LQDQFH�	�&)2

'HEELH�:HLQVWHLQ�
�
'LUHFWRU�	�&RPSDQ\�6HFUHWDU\

5LFKDUG�%HUWUDQG�

'LUHFWRU

5LFKDUG�&DUO��
'LUHFWRU

.HLWK�5DOOV�
�
'LUHFWRU

'DQLHO�2ZHQ
'LUHFWRU


�0HPEHUV�RI�$XGLW�&RPPLWWHH
��0HPEHUV�RI�&RPSHQVDWLRQ
&RPPLWWHH��ZLWK�&(2�DV�D�QRQ�YRWLQJ
PHPEHU�

6HQLRU�2IILFHUV��93V�	
6HQLRU�0DQDJHUV

0LFKDHO�$��/H*RII
3UHVLGHQW�	�&(2

%RE�/RFNZRRG
93�)LQDQFH�	�&)2

'U��3DXO�'��7D\ORU
93�7HFKQRORJ\�	�&72

'U��1LFN�0DOOLQVRQ
93�6DOHV�	�0DUNHWLQJ

7UHYRU�0DUVK
93�0DQXIDFWXULQJ

%LOO�0F*KLH
3RZHU�$VVHPEOLHV�%XVLQHVV�0DQDJHU

-DQH�4XLEHOO
/RJLVWLFV�0DQDJHU

7UHYRU�%RXOGLQJ
+XPDQ�5HVRXUFHV�0DQDJHU

6WRFN�([FKDQJH�/LVWLQJ
7RURQWR�9HQWXUHV�([FKDQJH
6\PERO��'1;

$XGLWRUV
&DQDGD�±�'HORLWWH�	�7RXFKH�//3
8.�±��'HORLWWH�	�7RXFKH�//3

/HJDO�&RXQVHO
/D%DUJH�:HLQVWHLQ�//3��2WWDZD�
2QWDULR

7UDQVIHU�$JHQW
&RPSXWHUVKDUH�7UXVW�&RPSDQ\�RI
&DQDGD

'\QH[�/RFDWLRQV
'\QH[�3RZHU�,QF��
'RGGLQJWRQ�5RDG�
/LQFROQ���/1���/)�
(QJODQG�

7HOHSKRQH����������������
)D[����������������

'\QH[�6HPLFRQGXFWRU�/LPLWHG�
'RGGLQJWRQ�5RDG�
/LQFROQ���/1���/)�
(QJODQG�

7HOHSKRQH����������������
)D[����������������

5HJLVWHUHG�2IILFH
'\QH[�3RZHU�,QF��
&�R�/D%DUJH�:HLQVWHLQ�
����/HJJHW�'ULYH��6XLWH����
.DQDWD
2QWDULR�
.�.��*�

&RUSRUDWH�:HEVLWH�
ZZZ�G\QH[VHPL�FRP
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'\QH[�3RZHU�,QF�
'RGGLQJWRQ�5RDG
/LQFROQ
/1���/)
(QJODQG


