You are cordially invited to attend the annual meeting of stockholders of iRobot
Corporation, a Delaware corporation (the “Company”), to be held on Wednesday,
May 20, 2020, at 8:30 a.m., Eastern Time. The annual meeting will be held entirely
online this year due to the emerging public health impact of the coronavirus
outbreak (COVID-19). You will be able to attend and participate in the annual
meeting online by visiting www.virtualshareholdermeeting.com/IRBT2020, where you
will be able to vote electronically and submit questions. You will not be able to
attend the annual meeting in person. You will need the 16-digit control number
included on your Notice of Internet Availability or your proxy card (if you received a
printed copy of the proxy materials) to attend the annual meeting.
At this annual meeting, you will be asked to (1) elect three (3) Class III directors, each to serve for a threeyear term; (2) ratify the appointment of PricewaterhouseCoopers LLP as the Company’s independent
registered public accounting firm for the current fiscal year; (3) approve amendments to our amended and
restated certificate of incorporation to eliminate supermajority voting requirements; (4) approve
amendments to our amended and restated certificate of incorporation to declassify the board of directors;
(5) approve amendments to our amended and restated certificate of incorporation to eliminate the
prohibition on stockholders’ ability to call a special meeting; (6) approve an amendment to the iRobot
Corporation 2018 Stock Option and Incentive Plan (the “2018 Plan”) to increase the maximum number of
shares reserved and issuable under the 2018 Plan; and (7) approve, on a non-binding, advisory basis, the
compensation of our named executive officers as disclosed in this Proxy Statement.
The board of directors unanimously recommends that you vote FOR election of the director nominees,
FOR ratification of appointment of our independent registered public accounting firm, FOR approval of
amendments to our amended and restated certificate of incorporation to eliminate supermajority
voting requirements, FOR approval of amendments to our amended and restated certificate of
incorporation to declassify the board of directors, FOR approval of amendments to our amended and
restated certificate of incorporation to eliminate the prohibition on stockholders’ ability to call a special
meeting, FOR approval of an amendment to the 2018 Plan for the increase to the maximum number of
shares reserved and issuable under the 2018 Plan, and FOR approval, on a non-binding, advisory basis,
of the compensation of our named executive officers as disclosed in this Proxy Statement. Details
regarding the matters to be acted upon at this annual meeting appear in the accompanying Proxy
Statement. Please give the accompanying materials your careful attention.
Whether or not you plan to attend the annual meeting online, we urge you to vote on the business to
come before this annual meeting so that your shares will be represented at the annual meeting. If
you attend the annual meeting online, you may vote during the meeting electronically even if you
have previously returned a proxy. Your prompt cooperation will be greatly appreciated.
BECAUSE APPROVAL OF PROPOSALS 3, 4 AND 5 REQUIRES THE AFFIRMATIVE VOTE OF AT LEAST
75% OF THE OUTSTANDING SHARES, YOUR VOTE WILL BE ESPECIALLY IMPORTANT AT THIS YEAR’S
ANNUAL MEETING.
Thank you for your continued support, interest and investment in iRobot.
Sincerely,

Colin M. Angle
Chairman of the Board and Chief Executive Officer
April 6, 2020
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April 6, 2020
Dear Fellow Stockholder,

SUMMARY OF RECENT AND PROPOSED CHANGES TO CORPORATE GOVERNANCE AND
EXECUTIVE COMPENSATION
In recent years, iRobot has taken important steps to evolve key corporate governance practices
and policies that shape board engagement, the composition of the board of directors, and executive
compensation matters. For the upcoming 2020 annual meeting of stockholders (the “2020 Annual
Meeting”), stockholders are asked to vote on seven proposals that are detailed in this year’s Proxy
Statement, including proposals related to the above areas. Below are some highlights of recent
governance changes including additional information about certain proposals that will be voted upon
at the 2020 Annual Meeting:
Corporate Governance
In prior years, iRobot’s board of directors has recommended stockholders approve the following
proposals in an effort to enhance our corporate governance practices and be responsive to expressed
interests of our stockholders: 1) eliminating supermajority voting requirements has been proposed to
stockholders every year since 2015; 2) declassifying our board of directors has been proposed to
stockholders every year since 2016; and 3) eliminating the prohibition on stockholders’ ability to call a
special meeting has been proposed to stockholders every year since 2017. Passing each of these
proposals requires affirmative votes from at least 75% of the outstanding shares. Despite engaging a
proxy solicitor to achieve the necessary voting threshold and receiving overwhelming stockholder
support for each of these proposals, the required stockholder approvals were not attained in any of the
prior years in which the proposals were recommended to stockholders. The board of directors has
determined to re-submit each of these proposals to the Company’s stockholders at the 2020 Annual
Meeting and has again retained a proxy solicitor to support efforts to obtain affirmative votes from at
least 75% of the outstanding shares.
Notable Practices and Policies
In compliance with The Nasdaq Stock Market (“Nasdaq”) standards and Securities and Exchange
Commission (“SEC”) rules, and in keeping with best practices in corporate governance, iRobot has
implemented a range of what it believes to be stockholder-friendly practices and policies. These
include the following:

Annual Election
of Directors*

Independent Directors Meet
Without Management Present

*

Proxy
Access

Majority Voting
For Directors

Notice & Access

Director Stock
Ownership Guidelines

Shareholders Allowed to
Call Special Meetings*

No Supermajority
Voting Requirements*

Code of Business Conduct & Ethics
For Directors, Officers and Employees

Lead Independent
Director

Director
Self-Evaluation Program

The Company is seeking stockholder approval at the 2020 Annual Meeting to 1) declassify its
board of directors; 2) eliminate supermajority voting requirements in its governing documents
relating to removal of directors and amendments to the Company’s certificate of incorporation
and bylaws; and 3) allow stockholders to call special meetings.
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Board Composition

Paul Sagan
(technology / cloud)
rered

Added Andrew Miller,
(ﬁnance / technology
experse)
George McNamee
(ﬁnance experse)
rered

Gail Deegan (ﬁnance
experse) rered

Added Ruey-Bin Kao
(technology /
consumer experse)

2019

Added Elisha Finney
(ﬁnance / technology
experse)

2018

Added Michael Bell
(technology / cloud
experse)

2017

Added Mohamad Ali
(technology / cloud /
data analycs
experse)

2016

2015

We continually evaluate our board member skills for alignment with iRobot’s strategic goals. Over
the past five years, we have added six independent directors who bring extensive experience in areas
that are critical to the Company’s strategic direction and long-term success. As illustrated in the
timeline below, these directors have further diversified our board in terms of domain expertise,
experience and gender. Each new director has brought complementary skills and relevant insights into
global branding, strategic software development, cloud infrastructure, data analytics, consumer
business and finance – all of which we believe have informed and advanced the Company’s strategy.

Ronald Chang
(technology /
consumer experse)
rered

Andrea Geisser
(ﬁnance experse)
rered

Added Eva Manolis
(technology /
consumer experse)
to the Board

Director Facts & Figures

9

8

Total
Directors

Independent
Directors

Average Tenure −
Independent
Directors

57 Years Old −
Average Age
of Directors

8
Board Meetings
Held in 2019

Executive Compensation
In response to investor feedback in 2016, we modified the long-term incentive component of our
executive compensation plan effective in fiscal year 2017. The revised plan reflects a mix of 50%
performance share units (“PSUs”) and 50% time-based restricted stock units (“RSUs”). The PSUs have
metrics based on our cumulative financial performance measured at the end of a three-year
performance period. We also added the ability to achieve an above target payout for PSUs starting in
2017 for achievement of the performance metrics above target levels.
The following illustrates key elements of our executive compensation practices.
PSUs

Base Salary
Incentive Bonus

Revenue
50%

Adjusted EBITDA
50%

RSUs
50%

PSUs
50%

RSUs

Annual “Say on Pay”
Proposal

Elements of
Compensation*

Key Metrics for Short-Term
Incentive Compensation

Long-Term
Equity Mix

*Representative mix of compensation. For additional information, please see page 42 of the 2020 Proxy Statement.
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Your Vote Matters
As noted above and outlined in greater detail within the Proxy Statement, stockholders
overwhelmingly supported the three proposals included in the enclosed Proxy Statement relating to
amendments of our certificate of incorporation to 1) declassify our board of directors, 2) eliminate
supermajority voting requirements in our governing documents relating to removal of directors and
amendments to the Company’s certificate of incorporation and bylaws, and 3) allow stockholders to
call special meetings, but each of these proposals did not achieve the requisite affirmative vote of at
least 75% of the outstanding shares to pass. Given these dynamics, we urge all stockholders to vote
their shares, regardless of how many shares you own or whether you plan to attend the online meeting.
We appreciate your cooperation and support.
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held on May 20, 2020
To the Stockholders of iRobot Corporation:
The annual meeting of stockholders of iRobot Corporation, a Delaware corporation (the
“Company”), will be held on Wednesday, May 20, 2020, at 8:30 a.m., Eastern Time. The annual meeting
will be held entirely online this year due to the emerging public health impact of the coronavirus
outbreak (COVID-19).The annual meeting is being held for the following purposes:
1. To elect three (3) Class III directors, nominated by the board of directors, each to serve for a
three-year term and until his or her successor has been duly elected and qualified or until his or her
earlier death, resignation or removal;
2. To ratify the appointment of PricewaterhouseCoopers LLP as the Company’s independent
registered public accounting firm for the current fiscal year;
3. To approve amendments to our amended and restated certificate of incorporation to
eliminate supermajority voting requirements;
4. To approve amendments to our amended and restated certificate of incorporation to
declassify the board of directors;
5. To approve amendments to our amended and restated certificate of incorporation to
eliminate the prohibition on stockholders’ ability to call a special meeting;
6. To approve an amendment to the iRobot Corporation 2018 Stock Option and Incentive
Plan (the “2018 Plan”) to increase the maximum number of shares reserved and issuable under the
2018 Plan;
7. To hold a non-binding, advisory vote on the approval of the compensation of our named
executive officers as disclosed in this Proxy Statement; and
8. To transact such other business as may properly come before the annual meeting and at
any adjournments or postponements thereof.
Proposal 1 relates solely to the election of three (3) Class III directors nominated by the board of
directors and does not include any other matters relating to the election of directors. Only stockholders
of record at the close of business on March 25, 2020 (the “record date”) are entitled to notice of and to
vote at the annual meeting and at any adjournment or postponement thereof.
We are mailing our stockholders a Notice of Internet Availability of Proxy Materials (the “Notice”),
instead of a paper copy of our Proxy Statement and our Annual Report to Stockholders for the fiscal
year ended December 28, 2019 (the “2019 Annual Report”). Stockholders who have requested a paper
copy of our proxy materials will continue to receive them by mail. The Notice contains instructions on
how to access those documents over the Internet and how to request a paper copy of our Proxy
Statement, the 2019 Annual Report, and a form of proxy card or voting instruction card.
All stockholders are cordially invited to attend the annual meeting online. To assure your
representation at the annual meeting, we urge you, regardless of whether you plan to attend the
annual meeting online, to sign, date and return the proxy card (if you received printed proxy materials)
or to vote over the telephone or on the Internet as instructed in these proxy materials so that your
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shares will be represented at the annual meeting. If your shares are held in “street name,” that is, held
for your account by a broker or other nominee, you will receive instructions from the holder of record
that you must follow for your shares to be voted.
To be admitted to the annual meeting at www.virtualshareholdermeeting.com/IRBT2020, you
must enter the 16-digit control number included on your Notice of Internet Availability or your proxy
card (if you received a printed copy of the proxy materials) to attend the annual meeting. We
encourage you to access the annual meeting before it begins. Online check-in to access the meeting
will start shortly before the meeting on May 20, 2020. If you attend the annual meeting at
www.virtualshareholdermeeting.com/IRBT2020, you may vote electronically during the meeting even if
you have previously returned a proxy. Stockholders will also have the opportunity to submit questions
prior to the annual meeting at www.proxyvote.com by logging on with your control number or during
the annual meeting through www.virtualshareholdermeeting.com/IRBT2020. A technical support
telephone number will be posted on the log-in page of www.virtualshareholdermeeting.com/IRBT2020
that you can call if you encounter any difficulties accessing the virtual meeting during the check-in or
during the meeting.
In closing, we urge all stockholders to vote their shares TODAY using the proxy card (if you
received printed proxy materials) or vote online or by telephone, as instructed, regardless of how many
shares you own or whether you plan to attend the meeting online. We appreciate your cooperation and
support in making sure your shares are represented.
Important Notice Regarding the Internet Availability of Proxy Materials
for the Stockholder Meeting to Be Held on May 20, 2020
This Notice of 2020 Annual Meeting, Proxy Statement, and 2019 Annual Report are available for
viewing, printing and downloading at www.proxyvote.com.
By Order of the Board of Directors,

GLEN D. WEINSTEIN
Executive Vice President,
Chief Legal Officer and Secretary
Bedford, Massachusetts
April 6, 2020
WHETHER OR NOT YOU EXPECT TO ATTEND THE ANNUAL MEETING ONLINE, PLEASE VOTE BY
TELEPHONE, OVER THE INTERNET, OR BY SIGNING, DATING AND RETURNING THE PROXY CARD IN
THE POSTAGE-PAID ENVELOPE PROVIDED (IF YOU RECEIVED PRINTED PROXY MATERIALS) IN ORDER
TO ENSURE REPRESENTATION OF YOUR SHARES.

PROXY STATEMENT
Important Information about How to Vote
Participation in the Virtual Annual Meeting
PROPOSAL 1 — ELECTION OF DIRECTORS
Nominees
Recommendation of the Board
THE BOARD OF DIRECTORS AND ITS COMMITTEES
Board of Directors
Board Committees
Audit Committee
Compensation and Talent Committee
Nominating and Corporate Governance Committee
DIRECTORS AND EXECUTIVE OFFICERS
Executive Officers
CORPORATE GOVERNANCE AND BOARD MATTERS
Board Leadership Structure
Independence of Members of the Board of Directors
Executive Sessions of Independent Directors
Role of Lead Independent Director
The Board of Directors’ Role in Risk Oversight
Policies Governing Director Nominations
Policy Governing Security Holder Communications with the Board of Directors
Policy Governing Director Attendance at Annual Meetings of Stockholders
Board of Directors Evaluation Program
Code of Business Conduct and Ethics
Human Rights Policy
iRobot’s Manufacturing Supply Chain Partners: Business Conduct, Environment, Labor
Practices
Compensation and Talent Committee Interlocks and Insider Participation
REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
REPORT OF THE COMPENSATION AND TALENT COMMITTEE OF THE BOARD OF DIRECTORS
COMPENSATION AND OTHER INFORMATION CONCERNING EXECUTIVE OFFICERS AND
DIRECTORS
Compensation Discussion and Analysis
Compensation Consultant Independence
Executive Compensation
2019 Pay Ratio
Grants of Plan-Based Awards in 2019
Outstanding Equity Awards at Fiscal Year End
Option Exercises and Stock Vested
Potential Benefits Upon Termination or Change in Control
Director Compensation
Transactions with Related Persons

1
3
4
5
5
6
18
18
18
19
20
21
22
22
24
24
24
24
24
25
25
27
28
28
28
29
29
29
30
32
33
33
53
54
55
56
57
58
58
60
61

Proxy Statement

TABLE OF CONTENTS

PROPOSAL 2 — RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTANTS
Independence and Quality
Pre-Approval of Audit and Non-audit Services
PricewaterhouseCoopers LLP Fees
Recommendation of the Board
PROPOSAL 3 — APPROVAL OF AMENDMENTS TO OUR AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION TO ELIMINATE SUPERMAJORITY VOTING
REQUIREMENTS
Recommendation of the Board
PROPOSAL 4 — APPROVAL OF AMENDMENTS TO OUR AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION TO DECLASSIFY THE BOARD OF DIRECTORS
Recommendation of the Board
PROPOSAL 5 — APPROVAL OF AMENDMENT TO OUR AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION TO ELIMINATE THE PROHIBITION ON STOCKHOLDERS’
ABILITY TO CALL A SPECIAL MEETING
Recommendation of the Board
PROPOSAL 6 — APPROVAL OF AN AMENDMENT TO THE 2018 STOCK OPTION AND
INCENTIVE PLAN
Summary of Material Features of the Amended 2018 Plan
Rationale for Share Increase
Burn Rate
Summary of the Amended 2018 Plan
New Plan Benefits
Tax Aspects under the Code
Equity Compensation Plan Information
Recommendation of the Board
PROPOSAL 7 — NON-BINDING ADVISORY VOTE TO APPROVE THE COMPENSATION OF OUR
NAMED EXECUTIVE OFFICERS
Recommendation of the Board
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
ADDITIONAL INFORMATION
STOCKHOLDER PROPOSALS
EXPENSES AND SOLICITATION
Exhibit A
ANNEX A
ANNEX B
ANNEX C
ANNEX D

63
63
64
64
65

66
67
68
69

70
71
72
72
73
74
74
78
78
80
80
81
81
82
84
84
85
86
A-1
B-1
C-1
D-1

Proxy Statement

iROBOT CORPORATION
PROXY STATEMENT
For the Annual Meeting of Stockholders
To Be Held on May 20, 2020
April 6, 2020
This Proxy Statement and related materials have been made available to you on the Internet, or
have been delivered to you by mail at your request, on behalf of the board of directors of iRobot
Corporation, a Delaware corporation (the “Company” or “iRobot”), for use at the annual meeting of
stockholders to be held on Wednesday, May 20, 2020, at 8:30 a.m., Eastern Time. The annual meeting
will be held entirely online this year due to the emerging public health impact of the coronavirus
outbreak (COVID-19). Additional details regarding attending the virtual annual meeting and voting at
the meeting are provided below.
Important Notice Regarding the Internet Availability of Proxy Materials for
the Annual Meeting of Stockholders to be Held on May 20, 2020
We have elected to provide access to our proxy materials over the Internet under the Securities
and Exchange Commission’s (“SEC”) “notice and access” rules. On or about April 7, 2020, we mailed to
our stockholders a Notice of Internet Availability containing instructions on how to access our proxy
materials, including our Proxy Statement and our 2019 Annual Report. We believe that providing our
proxy materials over the Internet expedites shareholders’ receipt of proxy materials, lowers costs and
reduces the environmental impact of our annual stockholder meeting. As a stockholder of the
Company, you are invited to participate in the annual meeting, and are entitled and requested to vote
on the proposals described in this Proxy Statement. The Notice of Internet Availability instructs you on
how to submit your proxy or voting instructions through the Internet. If you would like to receive a paper
copy of our proxy materials, the Notice of Internet Availability instructs you on how to request a paper
copy of our proxy materials, including a proxy card or voting instruction form that includes instructions
on how to submit your proxy or voting instructions by mail or telephone.
This Proxy Statement and our 2019 Annual Report to stockholders are available for viewing,
printing and downloading at www.proxyvote.com A copy of our Annual Report on Form 10-K for the
fiscal year ended December 28, 2019, as filed with the SEC on February 13, 2020, will be furnished
without charge to any stockholder upon written request to iRobot Corporation, 8 Crosby Drive, Bedford,
Massachusetts 01730, Attention: Investor Relations. This Proxy Statement and our Annual Report on
Form 10-K for the fiscal year ended December 28, 2019 are also available on the SEC’s website at
www.sec.gov.
The purposes of the annual meeting are to elect three (3) Class III directors, each for a three-year
term, to ratify the appointment of the Company’s independent registered public accounting firm, to
approve amendments to our amended and restated certificate of incorporation to eliminate
supermajority voting requirements, to approve amendments to our amended and restated certificate
of incorporation to declassify the board of directors, to approve amendments to our amended and
restated certificate of incorporation to eliminate the prohibition on stockholders’ ability to call a special
meeting (such amendments, together, the “Charter Amendments”), to approve an amendment to the
iRobot Corporation 2018 Stock Option and Incentive Plan (the “2018 Plan”) to increase the maximum
number of shares reserved and issuable under the 2018 Plan, and to hold a non-binding, advisory vote
on the compensation of our named executive officers as disclosed in this Proxy Statement. Only
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stockholders of record at the close of business on March 25, 2020 will be entitled to receive notice of
and to vote at the annual meeting. As of March 25, 2020, 27,871,923 shares of common stock, $0.01
par value per share, of the Company were issued and outstanding. The holders of common stock are
entitled to one vote per share on any proposal presented at the annual meeting.
Stockholders may vote via the internet during the online meeting or by proxy. If you attend the
annual meeting online, you may vote during the meeting electronically even if you have previously voted
by proxy. Any proxy given pursuant to this solicitation may be revoked by the person giving it at any
time before it is voted. Proxies may be revoked by (i) filing a written notice of revocation bearing a later
date than the proxy with the Secretary of the Company, (ii) duly completing a later-dated proxy
relating to the same shares, or (iii) attending the annual meeting online and voting during the meeting
electronically (although attendance at the annual meeting online will not in and of itself constitute a
revocation of a proxy). Any written notice of revocation or subsequent proxy should be sent so as to be
delivered to iRobot Corporation, 8 Crosby Drive, Bedford, Massachusetts 01730, Attention: Secretary,
before the taking of the vote at the annual meeting.
The representation at the annual meeting online or by proxy of a majority of the outstanding
shares of common stock entitled to vote at the annual meeting is necessary to constitute a quorum for
the transaction of business. Votes withheld from any nominee, abstentions and broker “non-votes” are
counted as present or represented for purposes of determining the presence or absence of a quorum
for the annual meeting. A broker “non-vote” occurs when a nominee holding shares for a beneficial
owner votes on one proposal but does not vote on another proposal because, with respect to such
other proposal, the nominee does not have discretionary voting power and has not received
instructions from the beneficial owner. Broker “non-votes” are not considered voted for the particular
matter. If you hold your shares in “street-name” through a broker or other nominee, if the nominee does
not have discretionary voting power and absent voting instructions from you, your shares will not be
counted as voting.
For Proposal 1, our by-laws require that each director be elected by the affirmative vote of
holders of a majority of the votes cast by holders of shares present, online or represented by proxy, and
entitled to vote on the matter. Abstentions and broker non-votes, if any, will not be counted as voting
with respect to the election of the directors and, therefore, will not have an effect on the election of the
Class III directors.
For Proposal 2, the ratification of the appointment of PricewaterhouseCoopers LLP as the
Company’s independent registered public accounting firm for the current fiscal year, Proposal 6, the
vote to approve the amendment to the 2018 Plan to increase to the maximum number of shares
reserved and issuable under the 2018 Plan and Proposal 7, the non-binding, advisory vote on the
compensation of our named executive officers as disclosed in this Proxy Statement, an affirmative vote
of holders of a majority of the votes cast by holders of shares present, online or represented by proxy,
and entitled to vote on each such matter is required for approval. Abstentions and broker non-votes, if
any, are not considered votes cast for Proposals 2, 6 and 7, and, therefore, will not have any effect on
the outcome of such Proposals.
For Proposals 3, 4 and 5, votes on the Charter Amendments, an affirmative vote of not less than
75% of the outstanding shares entitled to vote as of the record date is required for approval of each
such Proposal. Abstentions and broker non-votes, if any, will have the same effect as if you voted
against Proposals 3, 4 and 5.
All properly executed proxies returned in time to be counted at the annual meeting will be voted
by the named proxies at the annual meeting. Where a choice has been specified on the proxy with
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Aside from the election of directors, the ratification of the appointment of the independent
registered public accounting firm, the approval of the Charter Amendments, the approval of the
amendment to the 2018 Plan to increase to the maximum number of shares reserved and issuable
under the 2018 Plan and the non-binding, advisory vote on the compensation of our named executive
officers as disclosed in this Proxy Statement, the board of directors knows of no other matters to be
presented at the annual meeting. If any other matter should be presented at the annual meeting upon
which a vote properly may be taken, shares represented by all proxy cards received by the board of
directors will be voted with respect thereto at the discretion of the persons named as proxies.
It is important that your shares be voted regardless of whether you attend the online meeting.
Please follow the voting instructions on the Notice of Internet Availability of Proxy Materials that you
received. If you received a proxy card or voting instruction form, please complete the proxy card or
voting instruction form promptly. If your shares are held in a bank or brokerage account, you may be
eligible to vote electronically or by telephone – please refer to your voting instruction form. If you attend
the meeting online, you may vote electronically during the meeting even if you have previously returned
your vote in accordance with the foregoing. We appreciate your cooperation.
Important Information about How to Vote
All stockholders may vote their shares over the Internet, by telephone or during the annual
meeting by going to www.virtualshareholdermeeting.com/IRBT2020. If you requested and/or received a
printed version of the proxy card, you may also vote by mail.
•

•

•

•

By Internet (before the Annual Meeting). You may vote at www.proxyvote.com, 24 hours a day,
seven days a week. You will need the 16-digit included in your Notice of Internet Availability or
your proxy card (if you received a printed copy of the proxy materials). Votes submitted through
the Internet must be received by 11:59 p.m. Eastern Standard on May 19, 2020.
By Telephone. You may vote using a touch-tone telephone by calling 1-800-690-6903,
24 hours a day, seven days a week. You will need the 16-digit control number included on your
Notice of Internet Availability or your proxy card (if you received a printed copy of the proxy
materials). Votes submitted by telephone must be received by 11:59 p.m. Eastern Standard on
May 19, 2020.
By Mail. If you received printed proxy materials, you may submit your vote by completing,
signing and dating each proxy card received and returning it promptly in the prepaid
envelope we have provided or return it to Vote Processing, c/o Broadridge, 51 Mercedes Way,
Edgewood, NY 11717. Sign your name exactly as it appears on the proxy card. Proxy cards
submitted by mail must be received no later than by May 19, 2020 to be voted at the annual
meeting.
During the Annual Meeting. You may vote during the annual meeting by going to
www.virtualshareholdermeeting.com/IRBT2020. You will need the 16-digit control number
included on your Notice of Internet Availability or your proxy card (if you received a printed
copy of the proxy materials). If you previously voted via the Internet (or by telephone or mail),
you will not limit your right to vote online at the annual meeting.
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respect to the foregoing matters, the shares represented by the proxy will be voted in accordance with
the specifications. If you return a validly executed proxy without indicating how your shares should be
voted on a matter, your proxies will be voted FOR election of the director nominees, FOR ratification of
the appointment of our independent registered public accounting firm, FOR each of the Charter
Amendments, FOR approval of the amendment to the 2018 Plan to increase to the maximum number
of shares reserved and issuable under the 2018 Plan and FOR the approval, on a non-binding, advisory
basis, of the compensation of our named executive officers as disclosed in this Proxy Statement.

If you vote via the Internet or by telephone, your electronic vote authorizes the named proxies in
the same manner as if you signed, dated and returned your proxy card. If you vote via the Internet or by
telephone, do not return your proxy card.
Participation in the Virtual Annual Meeting
This year our annual meeting will be a completely virtual meeting. There will be no physical
meeting location.
To participate in the virtual meeting, visit www.virtualshareholdermeeting.com/IRBT2020 and enter
the 16-digit control number included on your Notice of Internet Availability or your proxy card (if you
received a printed copy of the proxy materials). You may begin to log into the meeting platform
beginning at 8:15 a.m. Eastern Time on May 20, 2020. The meeting will begin promptly at 8:30 a.m.
Eastern Time on May 20, 2020.
Stockholders will also have the opportunity to submit questions prior to the annual meeting at
www.proxyvote.com by logging on with your control number or during the annual meeting through
www.virtualshareholdermeeting.com/IRBT2020. A technical support telephone number will be posted
on the log-in page of www.virtualshareholdermeeting.com/IRBT2020 that you can call if you encounter
any difficulties accessing the virtual meeting during the check-in or during the meeting.
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PROPOSAL 1
ELECTION OF DIRECTORS
Nominees
Our board of directors currently consists of nine members. Our amended and restated certificate
of incorporation currently divides the board of directors into three classes. One class is elected each
year for a term of three years. The board of directors, upon the recommendation of the nominating
and corporate governance committee, has nominated Elisha Finney, Andrew Miller, and Michelle V.
Stacy, and recommended that each be elected to the board of directors as a Class III director, each to
hold office until the annual meeting of stockholders to be held in the year 2023 or until his or her
successor has been duly elected and qualified or until his or her earlier death, resignation or removal.
Each of Mr. Miller and Mses. Finney and Stacy has consented to being named in this Proxy Statement
and has agreed to serve if elected. The board of directors is also composed of (i) three Class I directors
(Colin M. Angle, Deborah G. Ellinger and Eva Manolis) whose terms are currently set to expire upon the
election and qualification of directors at the annual meeting of stockholders to be held in 2021 and
(ii) three Class II directors (Mohamad Ali, Michael Bell and Ruey-Bin Kao) whose terms are currently set
to expire upon the election and qualification of directors at the annual meeting of stockholders to be
held in 2022. If Proposal 4 is approved by the stockholders, each of Mr. Miller and Mses. Finney and
Stacy, along with all other directors, will stand for election at the 2021 annual meeting.
The board of directors knows of no reason why any of the nominees named in this Proxy
Statement would be unable or for good cause will not serve, but if any nominee should for any reason
be unable to serve or for good cause will not serve, the board of directors reserves the right to
nominate substitute nominees for election prior to the annual meeting, in which case the Company will
file an amendment to this Proxy Statement disclosing the identity of such substitute nominees and
related information and the proxies will be voted for such substitute nominees. Unless otherwise
instructed, the proxy holders will vote the proxies received by them for the nominees named below.
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PROPOSAL 1

Proposal 1

Recommendation of the Board
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
THAT YOU VOTE “FOR” ELECTION OF THE NOMINEES LISTED BELOW.
The following table sets forth our nominees to be elected at the annual meeting and continuing
directors, the positions with us currently held by each nominee and director, the year each nominee’s or
director’s current term is currently set to expire and each nominee’s and director’s current class:

Nominee’s or Director’s Name

Position(s) with the Company

Year Current Term
Will Expire

Current Class
of Director

Nominees for Class III
Directors:
Andrew Miller

Director

2020

III

Elisha Finney

Director

2020

III

Michelle V. Stacy

Director

2020

III

Colin M. Angle

Chairman of the Board,
Chief Executive Officer And
Director

2021

I

Deborah Ellinger

Director

2021

I

Eva Manolis

Director

2021

I

Mohamad Ali

Lead Independent Director

2022

II

Michael Bell

Director

2022

II

Ruey-Bin Kao

Director

2022

II

Continuing Directors:
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The nominating and corporate governance Committee believes that certain qualifications, skills and
experience should be represented on the board, as described below, although not every member of
the board must possess all such qualifications, skills and experience to be considered capable of
making valuable contributions to the board.
PUBLIC CO. LEADERSHIP
Our business is complex and evolving rapidly. Individuals who have led public companies or
operating business units of significant size have proven leadership experience in developing
and advancing a vision and making executive-level decisions.
PUBLIC CO. BOARD EXPERIENCE
We look for directors who have proven public company board experience, and who have
demonstrated a steady hand in representing stockholders’ interests.
FINANCE AND CAPITAL MANAGEMENT
Our business and financial model is complex and multinational. Individuals with financial
expertise are able to identify and understand the issues associated with our business and take
an analytical approach to capital allocation decisions.
GLOBAL OPERATING EXPERIENCE
We are a global company, with approximately 50% of our revenue coming from the Americas,
30% from Europe and 20% from the Asia-Pacific region. Global experience enhances
understanding of the complexities and issues associated with running a global business and
the challenges we face.
CONSUMER PRODUCTS
Since 2016, our business has been entirely focused on delivering exceptional consumer
products. We benefit from directors who have deep experience with consumer-centric
businesses focused on meeting the consumers’ needs.
CONSUMER TECHNOLOGY
Our products represent the marriage of consumer convenience with high tech engineering.
We look for directors comfortable with technology.
CLOUD INFRASTRUCTURE
We have built a robust Home Knowledge Cloud that supports over-the-air delivery of new
digital features and enhanced functionality for customers globally. Additionally, our cloud
infrastructure enables us to gain substantial insight into the performance or our robots and is
valuable for advancing third-party developer and related product integration activities. We
benefit from directors who bring relevant insights into the technical and financial implications
of cloud-based connectivity.
SOFTWARE/SAAS
The largest portion of our employee base is comprised of software engineers and our
products can contain more than a million lines of code. Directors that can help steer the
Company with issues of agile software development, competitive hiring of software engineers,
and alternate business models drawn from the software industry help keep us competitive.
SMART HOME
Our newest products represent an important part of the Internet of Things and emerging
smart home ecosystems. Directors with experience in this area aid in the execution of our
corporate strategy.
ROBOTICS
We are a leading consumer robotics company, and our experience in this area enhances our
understanding of this nascent industry categorized by deep technical challenges.
DIVERSITY
We believe directors with diverse backgrounds, including gender diversity, provide competing
perspectives that enhance our competitiveness.
Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement
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Specific Qualifications, Skills and Experience Required of the Board

Board of Directors
Over the past five years we have added six independent directors who have further diversified the
board in terms of experience, expertise and gender. In particular, these new directors have brought
relevant, complementary skill sets and insights in disciplines that span global branding, strategic
software development, cloud infrastructure, data analytics, consumer business and finance, all of which
are critical to our strategy. We continually evaluate our board member skills for alignment with our
strategic goals. The following matrix summarizes our directors’ skills that are critical to our success:
Skills Matrix
Board
Members

Public Co. Public Co. Finance and
Global Consumer Consumer
Cloud
Software/ Smart Robotics Diversity
Leadership
Board
Capital
Operating Products Technology Infrastructure SaaS
Home
Experience Experience Management Experience

Colin Angle

X

X

X

X

X

X

Mohamad
Ali

X

X

X

X

X

X

Michael
Bell

X

X

X

X

X

X

Deborah
Ellinger

X

X

X

X

X

X

Elisha
Finney

X

X

X

X

Ruey-Bin
Kao

X

X

X

X

X

X

Eva
Manolis

X

X

X

X

X

Andrew
Miller

X

X

X

X

X

X

Michelle
Stacy

X

X

X

X

X

X

X

X

X

X

X

X

X

X
X

X

X

X
X

X

X

X

X
X

X

X

X

X
X

Board and Governance Information
9
Size of Board
8
Number of Independent Directors
57
Average Age of Directors
8
Board Meetings Held in Fiscal 2019
4
Average Tenure of Independent Directors (in years)
✓
Annual Election of Directors*
✓
Proxy Access
✓
Majority Voting for Directors
✓
No Supermajority Voting Requirements*
✓
Lead Independent Director
✓
Independent Directors Meet Without Management Present
✓
Director Stock Ownership Guidelines
✓
Code of Business Conduct and Ethics for Directors, Officers and Employees
✓
Director Self-Evaluation Program
*

The Company is seeking stockholder approval at the 2020 Annual Meeting to declassify its board
of directors and eliminate supermajority voting requirements in its governing documents
Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement
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Director Nominees

Andrew Miller
DIRECTOR SINCE: 2016
AGE: 58
Director
iRobot Committees:
• Chair of Audit Committee
• Nominating and Corporate
Governance Committee

Public Directorships:
• Verint Systems (since December
2019)

Andrew Miller has served as a director since September 2016 and brings critical financial leadership as well as
software, cloud infrastructure and Internet of Things (IoT) experience to iRobot as the Company continues to grow
its consumer business globally and focus on the connected home. Mr. Miller most recently served as executive vice
president and chief financial officer of PTC, a provider of software technology platforms and solutions, from early
2015 until May 2019. At PTC, he was responsible for global finance, tax and treasury, investor relations, information
technology, pricing, corporate real estate, and customer administration. From 2008 to 2015, Mr. Miller served as
chief financial officer of Cepheid, a high-growth molecular diagnostics company, where he built world-class
finance and information technology teams and a nationally recognized investor relations program. Mr. Miller has
also served in financial leadership roles at Autodesk, MarketFirst Software, Cadence Design Systems, and Silicon
Graphics. In addition to his service on the iRobot board of directors, Mr. Miller serves as a director on the board of
Verint Systems (Nasdaq: VRNT), a global software and cloud provider of actionable intelligence solutions, where he
is a member of the board’s audit committee. He is also a former director of United Online. Mr. Miller holds a B.S. in
Commerce with an emphasis in Accounting from Santa Clara University and was a CPA.
Experience and Qualifications
Mr. Miller brings critical financial leadership as well as software, cloud infrastructure and Internet of Things (IoT)
experience to iRobot as the Company continues to grow its consumer business globally and focus on the
connected home.
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Elisha Finney
DIRECTOR SINCE: 2017
AGE: 58
Director
iRobot Committees:
• Audit Committee
• Compensation and Talent
Committee

Public Directorships:
• Mettler-Toledo International Inc.
(since November 2017)
• NanoString Technologies, Inc. (since
May 2017)
• ICU Medical, Inc. (since January
2016)
• Cutera, Inc. (former) (from October
2017 to May 2019)

Elisha Finney has served as a director since January 2017. Until her retirement in May 2017, she served as
executive vice president and CFO of Varian Medical Systems since 1999, a leading developer of radiation
oncology treatments and software, where she served in various management roles since 1988. Ms. Finney’s
management responsibilities included corporate accounting; corporate communications and investor relations;
internal financial and compliance audit; risk management; tax and treasury, and information technology. She
previously served as a board member at Altera Corporation from 2011 to December 2015, Thoratec Corporation
from 2007 to 2013, and Laserscope from 2005 to 2006. She holds a B.A. in Risk Management and Insurance from
the University of Georgia and an M.B.A. from Golden Gate University where she received the 1992 “Outstanding
Graduate of the Masters Programs in Finance” Award. Ms. Finney was the 2015 UGA Terry College of Business
Distinguished Alumni of the Year and the recipient of Silicon Valley Business Journal’s 2013 “Women of Influence”
Award.
Experience and Qualifications
Ms. Finney brings more than 25 years of financial and technology-related expertise to iRobot as the Company
focuses on expanding internationally, scaling its connected product line and maximizing value for its shareholders.
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DIRECTOR SINCE: 2014
AGE: 64
Director
iRobot Committees:
• Compensation and Talent
Committee

Public Directorships:
• Flex Pharma, Inc. (former) (from
March 2016 to July 2019)

Michelle V. Stacy has served as a director since August 2014. During her five-year tenure at Keurig Inc., a division
of Keurig Green Mountain, Inc., from 2008 to 2013, the company’s revenue grew from $493 million in 2008 to
$4.3 billion for 2013. Ms. Stacy is also a lead executive director of Coravin, Inc. and a director of LCP Edge Holdco,
LLC (Hydrafacial) , and was a former director of Young Innovations Inc., and Tervis Inc. Ms. Stacy is a recognized
expert on identifying strategies to successfully build top line growth for global brands. She holds a B.S. from
Dartmouth College and an M.S. in Management from J.L. Kellogg Graduate School of Management —
Northwestern University, and is bilingual in French and English.
Experience and Qualifications
As the former president of Keurig, Inc. and former vice president and general manager with Gillette/Procter &
Gamble Co., Ms. Stacy brings to the board of directors a wealth of experience leading consumer high growth
businesses and building global brands.
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Michelle V. Stacy

Continuing Directors

Colin Angle
DIRECTOR SINCE: 1992
AGE: 52
Chairman, CEO and Founder
iRobot Committees:
• None

Colin M. Angle, a co-founder of iRobot, has served as chairman of the board since October 2008, as chief
executive officer since June 1997, and prior to that, as our president since November 1992. He has served as a
director since October 1992. Mr. Angle previously worked at the National Aeronautical and Space Administration’s
Jet Propulsion Laboratory where he participated in the design of the behavior controlled rovers that led to
Sojourner exploring Mars in 1997. He is a director of two private companies, Striiv, Inc. and Ixcela, Inc. Mr. Angle
holds a B.S. in Electrical Engineering and an M.S. in Computer Science, both from MIT.
Experience and Qualifications
As a co-founder and chief executive officer, Mr. Angle provides a critical contribution to the board of directors with
his detailed knowledge of the Company, our employees, our client base, our prospects, the strategic marketplace
and our competitors.
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DIRECTOR SINCE: 2011
AGE: 61
Director
iRobot Committees:

Public Directorships:

• Chair of the Nominating and Corporate
Governance

• Covetrus, Inc. (since February 2019)
• Interpublic Group of Companies, Inc.
(former) (from February 2015 to May 2017)
• Sealy Corporation (former) from
September 2010 to March 2013

Deborah G. Ellinger has served as a director since November 2011. Ms. Ellinger is also a director of Covetrus, Inc.,
a $4 billion tech-enabled veterinarian services and supply company, and is a senior advisor to the Boston
Consulting Group. She was the president and CEO of Ideal Image, a chain of 130 medical spas providing
non-surgical cosmetic procedures across the US and Canada, from 2016 until her retirement in March 2018;
chairman and chief executive officer of The Princeton Review, a company which assists students globally in test
preparation and tutoring, from 2012 to 2014; president of Restoration Hardware, a luxury home furnishings retailer,
from 2008 to 2009; and chief executive officer of Wellness Pet Food, a natural pet-food company, from 2004 to
2008. Ms. Ellinger led each of those companies while they were owned by two private equity firms, and three of the
four transitioned to new ownership, yielding three to seven times return on capital to investors. Previously, she
served as an executive vice president at CVS Pharmacy, a senior vice president at Staples, and a partner at The
Boston Consulting Group, and began her career with Mellon Financial Corporation. Ms. Ellinger also serves on the
board of The Commonwealth Institute, a nonprofit, and is a former director of Interpublic Group, The Princeton
Review, Sealy Corporation, National Life Group, and several other private companies. Her assignments have taken
her all over the world; she has lived and worked in Europe, Asia, and America. Ms. Ellinger is qualified as a
Barrister-at- Law in London, as a member of the Inner Temple. She holds an M.A. and B.A. in Law and Mathematics
from the University of Cambridge, England.
Experience and Qualifications
Ms. Ellinger brings extensive experience in international retail and consumer products from her experience as a
former president and chief executive officer of four private-equity backed consumer goods and retail companies
from 2004 to 2018.
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Deborah G. Ellinger

Eva Manolis
DIRECTOR SINCE: 2019
AGE: 55
Director
iRobot Committees:
• Audit Committee

Public Directorships:
• Fair Isaac Corporation (since April,
2018)
• Shutterfly, Inc. (former) (from
October 2016 to September 2019)

Eva Manolis has served as a director since July 2019. She brings more than 30 years of product development and
global ecommerce experience within the consumer technology space to the iRobot board. Eva served in a variety
of executive roles at Amazon.com, Inc. from 2005 through 2016 where she was successful in developing and
growing customer adoption of technologies, products, programs and services across a variety of categories
including consumer electronics. Most recently, Eva served as vice president of consumer shopping at Amazon.com,
Inc. from 2010 until 2016 with responsibility for worldwide innovative shopping experiences, including the
development of features and services for the company’s mobile app and website on a global scale. Prior to that,
Eva served as vice president of web and mobile retail applications from 2008 to 2010 and vice president of global
retail applications from 2005 to 2008. Eva also founded Shutterfly, Inc. in 1999 and served as executive vice
president of products, services and strategy until 2002. At Shutterfly, she was responsible for the vision,
architecture, design and development of the company’s website from inception to profitability. In addition to her
service on the iRobot board of directors, she also currently serves on the board of directors at Fair Isaac
Corporation and previously served on the board of directors at Shutterfly, Inc.
Experience and Qualifications
Ms. Manolis brings more than 30 years of product development and global ecommerce experience within the
consumer technology space to iRobot.
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DIRECTOR SINCE: 2015
AGE: 49
Lead Independent Director
iRobot Committees:
• Nominating and Corporate
Governance Committee

Public Directorships:
• Carbonite (former) (from December
2014 to July 2019)

Mohamad Ali has served as a director since August 2015 and brings extensive experience with capital allocation
in technology companies, as well as strategic software development, including cloud infrastructure and data
analytics. Mohamad became chief executive officer and a director of International Data Group, Inc. (IDG), the
world’s leading technology media, events and research company, in August 2019. Prior to this, he had served as
the president, chief executive officer and director of Carbonite, Inc., a global leader in data protection, since 2014.
Mohamad successfully led Carbonite’s continued growth, serving the ever-evolving technology needs of small and
midsize businesses and consumers. Previously, Mohamad served as chief strategy officer at Hewlett-Packard, a
manufacturer of computers and enterprise products, from 2012 to 2014 and president of Avaya Global Services,
an enterprise communications company. He also served in senior leadership roles at IBM Corporation, a
multinational technology and consulting company, where he acquired numerous companies to build IBM’s
analytics and big data business. Mohamad is a director of Oxfam America and Massachusetts Technology
Leadership Council and previously served on the board of directors of Carbonite, Inc, City National Corporation
and City National Bank. The Massachusetts Technology Leadership Council recognized Mohamad as “CEO of the
Year” in 2018 and he was named to the Boston Business Journal’s 2008 “40 Under 40” list. Mohamad holds a B.S.
and an M.S. in Electrical Engineering, both from Stanford University.
Experience and Qualifications
Mr. Ali brings extensive experience with capital allocation in technology companies, as well as strategic software
development, including cloud infrastructure and data analytics.
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Mohamad Ali

Michael Bell
DIRECTOR SINCE: 2016
AGE: 53
Director
iRobot Committees:
• Chair of the Compensation and
Talent Committee

Public Directorships:
• Silver Spring Networks, Inc. (former)
(from September 2015 to January
2018)

Michael Bell has served as a director since March 2016. Mr. Bell served as chief technology officer of Michigan
based electric vehicle startup Rivian from June 2019 until February 2020. Prior to this, he was the chief executive
officer and president of Silver Spring Networks, a leading networking platform and solutions provider for smart
energy networks, since September 2015 until his retirement in January 2018. Previously, from 2010 to 2015 he held
various roles at Intel Corporation, a multinational technology corporation specializing in the production of
semiconductor chips, including Corporate Vice President New Devices Group, Corporate VP Mobile and
Communications Group and Corporate Vice President Ultra Mobility Group. He was head of Product Development
at Palm, Inc. from 2007 to 2010. He worked at Apple, Inc. from 1991 to 2007 and played significant roles in
development of Apple iPhone and Apple TV products, serving as Vice President, CPU Software from 2002 to 2007.
He holds a B.S. in Mechanical Engineering from the University of Pennsylvania.
Experience and Qualifications
Mr. Bell brings significant expertise in the Internet of Things from his work at Silver Spring Networks, Inc., Intel
Corporation, Apple, Inc., and Palm, Inc.
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DIRECTOR SINCE: 2018
AGE: 59
Director
iRobot Committees:
• Compensation and Talent
Committee

Public Directorships:
• Want Want China Holdings Ltd.
(former) (from 2011 to July 2018)
• Autohome, Inc. (former) (from February
2014 to June 2016)

Dr. Ruey-Bin Kao has served as a director since June 2018. He has more than 30 years of expertise in technology,
telecommunication, corporate governance, and consumer business. Dr. Kao has held senior leadership roles,
driving revenue growth and profitability, at numerous global companies, including Telstra Corporation Ltd.
(“Telstra”) (Chief Executive Officer, Greater China), Applied Materials China (President, China), China HewlettPackard Co. Ltd (China Managing Director / General Manager of Enterprise Business), Motorola, Inc. (China
Chairman / President) and AT&T Bell Laboratories (Business and Product Marketing Manager). Most recently, from
January 2014 to December 2017, Dr. Kao served as the Chief Executive Officer, Greater China, at Telstra,
Australia’s leading telecommunications and technology company, where his management responsibilities included
building strategic partnerships to enhance the company’s brand, as well as developing and executing an effective
growth strategy by identifying areas of potential in the rapidly evolving Greater China market. Dr. Kao was formerly
a director of China Telecommunications Corporation, China National Travel Services Group Corporation Ltd. and
Shenhua Group Corporation Ltd. (now known as China Energy Investment Corporation Ltd.). Dr. Kao holds a
bachelor degree in Computer Science from Tamkang University, master’s degree in Computer and Information
Science from the University of Delaware and a doctorate degree of Business Administration from the Hong Kong
Polytechnic University.
Experience and Qualifications
Dr. Kao has deep experience as an executive in high-tech companies and in international operations, particularly
in China, through his work with Telstra Corporation, Applied Materials, China Hewlett-Package and Motorola, and
extensive experience in telecommunication, corporate governance, and consumer business.
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Dr. Ruey-Bin Kao

The Board of Directors and Its Committees
Board of Directors
The board of directors met eight (8) times during the fiscal year ended December 28, 2019, and took
action by unanimous written consent three (3) times. Each of the directors attended at least 75% of the
aggregate of the total number of meetings of the board of directors and the total number of meetings
of all committees of the board of directors on which he or she served during fiscal 2019. The board of
directors has the following standing committees: audit committee; compensation and talent
committee and nominating and corporate governance committee, each of which operates pursuant to
a separate charter that has been approved by the board of directors. A current copy of each charter is
available at the Corporate Governance section of our website at http://www.irobot.com. The
information found on, or accessible through, our website is not incorporated into, and does not form a
part of, this Proxy Statement or any other report or document we file with or furnish to the SEC. Each
committee reviews the appropriateness of its charter at least annually and retains the authority to
engage its own advisors and consultants. The composition and responsibilities of each committee are
summarized below.
Board Committees
Below is a summary of our committee structure and membership information.

Audit
Committee

Compensation and
Talent Committee

Nominating and
Corporate Governance
Committee

Mohamad Ali
Michael Bell
Deborah G. Ellinger
Elisha Finney
Ruey-Bin Kao
Eva Manolis
Andrew Miller
Michelle V. Stacy
= Chairperson

= Member

= Financial Expert
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Responsibilities

Committee Chair
Andrew Miller
Committee Members
Elisha Finney

Eva Manolis

• appointing, approving the compensation of, and assessing the independence
of our independent registered public accounting firm;
• pre-approving auditing and permissible non-audit services (including certain
tax compliance, planning and advice services), and the terms of such services,
to be provided by our independent registered public accounting firm;
• reviewing and discussing with management and the independent registered
public accounting firm our annual and quarterly financial statements and
related disclosures;
• coordinating the oversight and reviewing the adequacy of our internal control
over financial reporting;
• overseeing the performance of our internal auditors and internal audit
functions, including reviewing the annual internal audit risk assessment as well
as the scope of, and overall plans for, the annual internal audit program;
• establishing policies and procedures for the receipt and retention of
accounting related complaints and concerns;
• reviewing and discussing with management risk assessments and risk
management, including cyber security;
• overseeing our compliance with certain legal and regulatory requirements
including, but not limited to, the Foreign Corrupt Practices Act;
• preparing the audit committee report required by SEC rules to be included in
our annual proxy statement;
• reviewing certain relationships and related transactions; and
• such other matters as the committee deems appropriate.
For additional information concerning the audit committee, see the “Report of
the Audit Committee of the Board of Directors.”
Independence and Financial Expertise
Each member of the audit committee of the board of directors is an
independent director within the meaning of the director independence
standards of Nasdaq and the SEC, including Rule 10A-3(b)(1) under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”). In addition,
the board of directors has determined that each of Mr. Miller, Ms. Finney and
Ms. Manolis are financially literate and that Mr. Miller and Ms. Finney each
qualifies as an “audit committee financial expert” under the rules of the SEC.
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Met 10 times in 2019

Audit Committee

Met 6 times in 2019

Compensation and Talent Committee
Responsibilities

Committee Chair
Michael Bell
Committee Members
Elisha Finney

• annually reviewing and approving corporate goals and objectives relevant to
compensation of our chief executive officer and other executive officers;
• evaluating the performance of our chief executive officer in light of such
corporate goals and objectives and determining the compensation of our
chief executive officer and other executive officers;
• overseeing and administering our compensation, welfare, benefit and pension
plans and similar plans;
• reviewing and making recommendations to the board of directors with
respect to director compensation;
• reviewing and making recommendations to the board of directors with
respect to succession planning for senior management;
• retaining and approving the compensation of any compensation advisers;
and
• evaluating the independence of any such compensation advisers.
The compensation and talent committee took action by unanimous written
consent four (4) times during the fiscal year ended December 28, 2019.
Independence

Ruey-Bin Kao

Each member of the compensation and talent committee of the board of
directors is an independent director within the meaning of the director
independence standards of Nasdaq, a non-employee director as defined in
Rule 16b-3 of the Exchange Act, and an outside director pursuant to
Section 162(m) of the Internal Revenue Code of 1986, as amended (the
“Code”).

Michelle V. Stacy
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Met 5 times in 2019

Responsibilities

Committee Chair
Deborah G. Ellinger
Committee Members
Mohamad Ali

• developing and recommending to the board a set of corporate governance
principles and best practices, including considering the adequacy of the
by-laws and certificate of incorporation for consideration by the shareholders;
• evaluating, monitoring and recommending to the board corporation
governance policies, including a code of business conduct and ethics and a
set of corporate governance guidelines;
• overseeing the annual evaluation of the board, the committees of the board
and management;
• developing and recommending to the board criteria for board and
committee membership;
• establishing procedures for identifying and evaluating director candidates
including nominees recommended by stockholders;
• identifying individuals qualified to become board members; and
• recommending to the board the persons to be nominated for election as
directors and to each of the board’s committees;
Independence

Andrew Miller

Each member of the nominating and corporate governance committee of the
board of directors is an independent director within the meaning of the director
independence standards of Nasdaq and applicable rules of the SEC.
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Nominating and Corporate Governance Committee

DIRECTORS AND EXECUTIVE OFFICERS
The following table sets forth the director nominees to be elected at the annual meeting, the
continuing directors, the executive officers of the Company and individuals chosen to be executive
officers of the Company, their ages immediately prior to the annual meeting, and the positions
currently held by each such person with the Company:
Name

Age

Colin M. Angle

52

Chairman of the Board, Chief Executive Officer and Director

Position

Mohamad Ali (3)

49

Lead Independent Director

Michael Bell (1)

53

Director

Deborah G. Ellinger (3)

61

Director

Elisha Finney (1)(2)

58

Director

Ruey-Bin Kao (1)

59

Director

Eva Manolis (2)

56

Director

Andrew Miller (2)(3)

59

Director

Michelle V. Stacy (1)

64

Director

Russell J. Campanello

64

Executive Vice President, Human Resources and Corporate
Communications

Keith Hartsfield

49

Executive Vice President, Chief Product Officer

Tim Saeger

56

Executive Vice President, Chief Research and Development Officer

Glen D. Weinstein

49

Executive Vice President, Chief Legal Officer

Julie Zeiler (4)

54

Executive Vice President, Chief Financial Officer

Alison Dean (4)

55

Executive Vice President, Chief Financial Officer, Treasurer and
Principal Accounting Officer

(1) Member of compensation and talent committee
(2) Member of audit committee

(3) Member of nominating and corporate governance
committee
(4) On February 3, 2020 Alison Dean provided her
resignation, effective May 4, 2020. Julie Zeiler, the
Company’s current Vice President of Finance, will be
appointed as the Company’s Executive Vice President
and Chief Financial Officer effective May 4, 2020.

Executive Officers
Alison Dean has served as our executive vice president, chief financial officer, treasurer and
principal accounting officer since April 2013. On February 3, 2020, Ms. Dean resigned from these
positions and, effective May 4, 2020, will be succeeded by Julie Zeiler, the Company’s current vice
president of finance. Ms. Dean previously served as our senior vice president, corporate finance from
February 2010 until March 2013. From March 2007 until February 2010. Ms. Dean served as our vice
president, financial controls & analysis. From August 2005 until March 2007, Ms. Dean served as our
vice president, financial planning & analysis. From 1995 to August 2005, Ms. Dean served in a number
of positions at 3Com Corporation, including vice president and corporate controller from 2004 to 2005
and vice president of finance, worldwide sales from 2003 to 2004. She has also served as a director at
Everbridge, Inc. since July 2018. Ms. Dean holds a B.A. in Business Economics from Brown University and
an M.B.A. from Boston University.
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Keith Hartsfield has served as our executive vice president and chief product officer since September
2019. Prior to joining iRobot, Mr. Hartsfield served in multiple executive roles at HP, Inc., a multinational
information technology company, from 2014 to 2019, including vice president of the Z workstation products,
vice president of mobility products and workflow transformation, and vice president of mobility products.
Prior to his time with HP, he served as chief operating officer for Green Edge Technologies, an “Internet of
things” (“IoT”) startup focused on energy management and home automation. Earlier in his career,
Mr. Hartsfield held a variety of executive roles with Motorola and Nokia. Mr. Hartsfield holds a B.S. in
Electrical Engineering from Purdue University, a M.S. in Electrical Engineering and Applied Physics from Case
Western Reserve University and an M.B.A. from the Wharton School, University of Pennsylvania. He also serves
on the board of directors of Intellecy, Inc., an IoT startup focused on water management and leak detection
in the home. Mr. Hartsfield has been awarded several U.S. patents.
Tim Saeger has served as our executive vice president and chief research and development
officer since December 2018. Mr. Saeger previously served as our executive vice president of
engineering from March 2017 to December 2018 and senior vice president of engineering from August
2015 until March 2017. Previously, Mr. Saeger served in multiple roles at Bose Corporation, a
manufacturing company that predominantly sells audio equipment, from 2005 through 2015, including
Vice President of Home Entertainment, and Vice President of Product Development. Earlier in his career,
Mr. Saeger also served at Thomson, Inc., and General Dynamics Corporation, in a variety of
engineering and engineering management positions. He holds a B.S. in Electrical Engineering from
Auburn University and an MS in Electrical Engineering from the University of Texas at Arlington.
Mr. Saeger has been awarded 24 U.S. patents.
Glen D. Weinstein has served as our executive vice president and chief legal officer since August
2012. Mr. Weinstein previously served as our general counsel from July 2000 to August 2012 and as
senior vice president from January 2005 to August 2012. Since March 2004, he has also served as our
secretary. Prior to joining iRobot, Mr. Weinstein was with Covington & Burling LLP, a law firm in
Washington, D.C. Mr. Weinstein holds a B.S. in Mechanical Engineering from MIT and a J.D. from the
University of Virginia School of Law.
Julie Zeiler will become our executive vice president and chief financial officer effective May 4,
2020. Ms. Zeiler currently serves as our Vice President of Finance, a position she has held since January
2017. Previously, she served in a number of senior financial leadership positions over a 20-year tenure
at Boston Scientific Corporation, including as Director of Finance, Global Operations from 2014 to
2017, as well as in financial management roles at Digital Equipment Corporation. She holds a B.A. in
Economics and English from Albion College.
Our executive officers are elected by the board of directors on an annual basis and serve until their
successors have been duly elected and qualified or until their earlier death, resignation or removal.
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Russell J. Campanello has served as our executive vice president, human resources and corporate
communications since February 2014. Mr. Campanello previously served as our senior vice president,
human resources and corporate communications from July 2013 until February 2014. From November 2010
until July 2013, Mr. Campanello served as our senior vice president, human resources. Prior to joining iRobot,
Mr. Campanello served as senior vice president, human resources and administration at Phase Forward, Inc.
from April 2008 until September 2010. Mr. Campanello previously served as senior vice president of human
resources and marketing at Keane, Inc., a business process and information technology consulting firm,
from September 2003 to October 2007. Prior to Keane, Mr. Campanello served as chief people officer at
NerveWire, Inc. from August 2000 to February 2003. Prior to NerveWire, he served as senior vice president,
human resources at Genzyme Corp. from November 1997 to July 2000. Earlier in his career, Mr. Campanello
spent nine years as vice president of human resources at Lotus Development Corporation. He holds a B.S. in
Business Administration from the University of Massachusetts.

CORPORATE GOVERNANCE AND BOARD MATTERS
Board Leadership Structure
Mr. Angle serves as our chief executive officer and chairman of the board. The board of directors
believes that having our chief executive officer as chairman of the board facilitates the board of
directors’ decision-making process because Mr. Angle has first-hand knowledge of our operations and
the major issues facing us. This also enables Mr. Angle to act as the key link between the board of
directors and other members of management. To assure effective independent oversight, our by-laws
provide that the independent members of our board of directors will designate a lead independent
director if the chairman of the board is not an independent director, as discussed further in “Executive
Sessions of Independent Directors” below.
Independence of Members of the Board of Directors
The board of directors has determined that Dr. Kao, Mses. Ellinger, Finney, Manolis and Stacy, and
Messrs. Ali, Bell and Miller are independent within the meaning of the director independence standards
of Nasdaq and the SEC. Furthermore, the board of directors has determined that each member of
each of the committees of the board of directors is independent within the meaning of the director
independence standards of Nasdaq and the SEC.
Executive Sessions of Independent Directors
Executive sessions of the independent directors are held during each regularly scheduled
in-person meeting of the board of directors. Executive sessions do not include any of our
non-independent directors and are chaired by a lead independent director who is appointed annually
by the board of directors from our independent directors. Mr. Ali currently serves as the lead
independent director. In this role, Mr. Ali serves as chairperson of the independent director sessions. The
independent directors of the board of directors met in executive session four (4) times in 2019.
Role of Lead Independent Director
The lead independent director works to ensure that “all voices are heard” within the boardroom,
proactively spends considerable time with the chief executive officer and other executive officers, to
understand the Company’s vision and strategy, and works to focus the board of directors on areas
aligned with the Company’s vision and strategy. In addition to acting as the chairperson of the
independent director sessions, the lead independent director also assists the board in assuring
effective corporate governance. The lead independent director’s specific duties include:
•
•

•
•
•

providing the chairman of the board with input as to preparation of agendas for meetings;
advising the chairman of the board as to the quality, quantity and timeliness of the flow of
information from the Company’s management that is necessary for the independent directors
to effectively and responsibly perform their duties;
coordinating and developing the agenda for the executive sessions of the independent
directors;
acting as principal liaison between the independent directors and the chairman of the board
on critical issues;
acting as a spokesperson for the independent directors able to talk with major investors and
stockholders on topics of overall governance;
Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement

24

•

evaluating, along with the members of the compensation and talent committee, the chief
executive officer’s performance and meeting with the chief executive officer to discuss such
evaluation; and
acting as chairperson of the board in the absence of the chairman of the board or a vacancy
in the position of chairman of the board.

The Board of Directors’ Role in Risk Oversight
The board of directors oversees our risk management process. This oversight is primarily
accomplished through the board of directors’ committees and management’s reporting processes,
including receiving regular reports from members of senior management on areas of material risk to the
Company, including operational, financial, legal and regulatory, and strategic and reputational risks. The
audit committee focuses on risk related to accounting, internal controls, financial and tax reporting,
privacy and cybersecurity. The audit committee also assesses economic and business risks and monitors
compliance with ethical standards. The compensation and talent committee identifies and oversees risks
associated with our executive compensation policies and practices, and the nominating and corporate
governance committee identifies and oversees risks associated with director independence, related party
transactions and the implementation of corporate governance policies.
Policies Governing Director Nominations
Director Qualifications
The nominating and corporate governance committee of the board of directors is responsible for
reviewing with the board of directors from time to time the appropriate qualities, skills and
characteristics desired of members of the board of directors in the context of the needs of the business
and current make-up of the board of directors. This assessment includes consideration of the following
minimum qualifications that the nominating and corporate governance committee believes must be
met by all directors:
•
•
•
•
•
•

nominees must have experience at a strategic or policy making level in a business,
government, non-profit or academic organization of high standing;
nominees must be highly accomplished in their respective fields, with superior credentials and
recognition;
nominees must be well regarded in the community and shall have a long-term reputation for
the highest ethical and moral standards;
nominees must have sufficient time and availability to devote to the affairs of the Company,
particularly in light of the number of boards on which the nominee may serve;
nominees must be free of conflicts of interest and potential conflicts of interest, in particular
with relationships with other boards; and
nominees must, to the extent such nominee serves or has previously served on other boards,
demonstrate a history of actively contributing at board meetings.

We do not have a formal board diversity policy. However, pursuant to the Policy Governing
Director Qualifications and Nominations, as part of its evaluation of potential director candidates and
in addition to other standards the nominating and corporate governance committee may deem
appropriate from time to time for the overall structure and composition of the board of directors, the
nominating and corporate governance committee may consider whether each candidate, if elected,
assists in achieving a mix of board members that represent a diversity of background and experience.
Accordingly, the board of directors seeks members from diverse professional backgrounds who
combine a broad spectrum of relevant industry and strategic experience and expertise that, in concert,
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offer us and our stockholders a diverse set of opinions and insights in the areas most important to us
and our corporate mission. In addition, nominees for director are selected to bring complementary,
rather than overlapping, skill sets. All candidates for director nominee must have time available to
devote to the activities of the board of directors. The nominating and corporate governance
committee also considers the independence of candidates for director nominee, including the
appearance of any conflict in serving as a director. Candidates for director nominee who do not meet
all of these criteria may still be considered for nomination to the board of directors, if the nominating
and corporate governance committee believes that the candidate will make an exceptional
contribution to us and our stockholders.
Process for Identifying and Evaluating Director Nominees
The board of directors delegates the initial selection and nomination process to the nominating
and corporate governance committee, with the expectation that other members of the board of
directors, and of management, will be requested to take part in the process as appropriate.
Generally, the nominating and corporate governance committee identifies candidates for director
nominee in consultation with management, through the use of search firms or other advisors, through the
recommendations submitted by stockholders or through such other methods as the nominating and
corporate governance committee deems to be helpful to identify candidates. Once candidates have
been identified, the nominating and corporate governance committee confirms that the candidates
meet all of the minimum qualifications for director nominees established by the nominating and
corporate governance committee. The nominating and corporate governance committee may gather
information about the candidates through interviews, detailed questionnaires, comprehensive
background checks or any other means that the nominating and corporate governance committee
deems to be helpful in the evaluation process. The nominating and corporate governance committee
then meets as a group to discuss and evaluate the qualities and skills of each candidate, both on an
individual basis and taking into account the overall composition and needs of the board of directors.
Based on the results of the evaluation process, the nominating and corporate governance committee
recommends candidates for the board of directors’ approval as director nominees for election to the
board of directors. The nominating and corporate governance committee also recommends candidates
to the board of directors for appointment to the committees of the board of directors. Once
appropriate candidates have been identified, the entire board of directors votes on the candidates, as
the selection of board nominees is a responsibility of the entire board of directors.
Procedures for Recommendation of Director Nominees by Stockholders
The nominating and corporate governance committee will consider director nominee candidates
who are recommended by our stockholders. Stockholders, in submitting recommendations to the
nominating and corporate governance committee for director nominee candidates, shall follow the
following procedures:
The nominating and corporate governance committee must receive any such recommendation
for nomination not earlier than the close of business on the 120th day prior to the first anniversary of
the date of the Proxy Statement delivered to stockholders in connection with the preceding year’s
annual meeting.
All recommendations for nomination must be in writing and include the following:
•
•

Name and address of the stockholder making the recommendation;
A representation that the stockholder is a record holder of the Company’s securities, or if the
stockholder is not a record holder, evidence of ownership;
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•
•
•

Name, age, business and residential address, educational background, current principal
occupation or employment, and principal occupation or employment for the preceding five
full fiscal years of the individual recommended for consideration as a director nominee;
A description of the qualifications and background of the proposed director nominee which
addresses the minimum qualifications, actual or potential conflicts of interest, and other
criteria for board membership approved by the board of directors from time to time and set
forth in the Company’s Policy Governing Director Qualifications and Nominations;
A description of all arrangements or understandings between the stockholder and the
proposed director nominee;
The consent of the proposed director nominee (i) to be named in the Proxy Statement for the
annual meeting and (ii) to serve as a director if elected at such annual meeting; and
Any other information regarding the proposed director nominee that is required to be
included in the Proxy Statement.

Nominations must be sent to the attention of our secretary by U.S. mail (including courier or
expedited delivery service) to:
iRobot Corporation
8 Crosby Drive
Bedford, Massachusetts 01730
Attn: Secretary of iRobot Corporation
Our Secretary will promptly forward any such nominations to the nominating and corporate
governance committee.
In addition, our by-laws permit eligible stockholders, or groups of stockholders, owning
continuously for at least three years shares of the Company’s stock representing an aggregate of at
least 3% of the Company’s outstanding shares, to nominate and include in the Company’s proxy
materials director nominees constituting up to two or 25%, whichever is greater, of the board of
directors, provided that the stockholders and nominees satisfy the requirements in our by-laws. Written
notice of stockholder nominees to the board of directors must be received not later than the close of
business on the 90th day nor earlier than the close of business on the 120th day prior to the first
anniversary of the proceeding year’s annual meeting. For details on the Company’s proxy access
procedures, please refer to our by-laws.
Policy Governing Security Holder Communications with the Board of Directors
The board of directors provides to every security holder the ability to communicate with the board
of directors as a whole and with individual directors on the board of directors through an established
process for security holder communications as follows:
For communications directed to the board of directors as a whole, security holders may send
such communications to the attention of the chairman of the board of directors by U.S. mail (including
courier or expedited delivery service) to:
iRobot Corporation
8 Crosby Drive
Bedford, Massachusetts 01730
Attn: Chairman of the Board, c/o Secretary
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For security holder communications directed to an individual director in his or her capacity as a
member of the board of directors, security holders may send such communications to the attention of
the individual director by U.S. mail (including courier or expedited delivery service) to:
iRobot Corporation
8 Crosby Drive
Bedford, Massachusetts 01730
Attn: [Name of the director], c/o Secretary
We will forward any such security holder communication to the chairman of the board, as a
representative of the board of directors, or to the director to whom the communication is addressed.
We will forward such communications by certified U.S. mail to an address specified by each director
and the chairman of the board for such purposes or by secure electronic transmission.
Policy Governing Director Attendance at Annual Meetings of Stockholders
Our policy is to schedule a regular meeting of the board of directors on the same date as our
annual meeting of stockholders and, accordingly, directors are encouraged to be present at our
stockholder meetings. Our directors are expected to participate in the virtual annual meeting of
stockholders, unless they have a conflict that cannot be resolved. The eight board members who were
directors at the time of the annual meeting of stockholders held in 2019 attended the meeting.
Board of Directors Evaluation Program
The board of directors performs annual self-evaluations of its composition and performance,
including evaluations of its standing committees and individual evaluations for each director. In
addition, each of the standing committees of the board of directors conducts its own self-evaluation,
which is reported to the board of directors. The board of directors retains the authority to engage its
own advisors and consultants.
For more corporate governance information, you are invited to access such information at https:/
/investor.irobot.com/corporate-governance/highlights.
Code of Business Conduct and Ethics
We have adopted a “code of ethics,” as defined by regulations promulgated under the Securities
Act of 1933, as amended, and the Exchange Act, that applies to all of our directors and employees
worldwide, including our principal executive officer, principal financial officer, principal accounting
officer and controller, or persons performing similar functions. A current copy of the Code of Business
Conduct and Ethics is available at https://investor.irobot.com/corporate-governance/highlights. A
copy of the Code of Business Conduct and Ethics may also be obtained, free of charge, from us upon a
request directed to: iRobot Corporation, 8 Crosby Drive, Bedford, Massachusetts 01730, Attention:
Investor Relations. We intend to disclose any amendment to or waiver of a provision of the Code of
Business Conduct and Ethics that applies to our principal executive officer, principal financial officer,
principal accounting officer or controller, or persons performing similar functions, by posting such
information on our website available at https://investor.irobot.com/corporate-governance/highlights
and/or in our public filings with the SEC.
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We have adopted a Human Rights Policy. Respect for human rights is an essential value for our
Company and for the communities in which we operate. We are committed to ensuring that our
employees and individuals in the communities affected by our activities are treated with dignity and
respect. We believe that following these principles helps our employees and our business thrive as we
develop new and exciting technologies for the smart home.
iRobot’s Manufacturing Supply Chain Partners: Business Conduct, Environment, Labor Practices
Our primary contract manufacturers and most significant suppliers work under a master supply
agreement that includes provisions for compliance with environmental regulations consistent with the
iRobot General Environmental Regulatory Requirements, conflict minerals provisions within
Section 1502 of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, anticorruption laws and all applicable local government regulations regarding minimum wage, living
conditions, overtime, working conditions, child labor laws and the applicable labor and environmental
laws.
For more corporate governance information, you are invited to access our website at https://
investor.irobot.com/corporate-governance/highlights.
Compensation and Talent Committee Interlocks and Insider Participation
During 2019, Mses. Finney and Stacy, and Mr. Bell and Dr. Kao served as members of the
compensation and talent committee. No member of the compensation and talent committee was an
employee or former employee of us or any of our subsidiaries, or had any relationship with us requiring
disclosure herein.
During the last year, no executive officer of the Company served as: (i) a member of the
compensation and talent committee (or other committee of the board of directors performing
equivalent functions or, in the absence of any such committee, the entire board of directors) of another
entity, one of whose executive officers served on our compensation and talent committee; (ii) a director
of another entity, one of whose executive officers served on our compensation and talent committee; or
(iii) a member of the compensation and talent committee (or other committee of the board of directors
performing equivalent functions or, in the absence of any such committee, the entire board
of directors) of another entity, one of whose executive officers served as a director of the Company.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
No portion of this audit committee report shall be deemed to be incorporated by reference into
any filing under the Securities Act of 1933, as amended (the “Securities Act”), or the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), through any general statement incorporating by
reference in its entirety the Proxy Statement in which this report appears, except to the extent that the
Company specifically incorporates this report or a portion of it by reference. In addition, this report shall
not be deemed filed under either the Securities Act or the Exchange Act.
This report is submitted by the audit committee of the board of directors. The audit committee
currently consists of Andrew Miller, Elisha Finney and Eva Manolis. None of the members of the audit
committee is an officer or employee of the Company, and the board of directors has determined that
each member of the audit committee meets the independence requirements promulgated by Nasdaq
and the SEC, including Rule 10A-3(b)(1) under the Exchange Act. Each of Mr. Miller and Ms. Finney is an
“audit committee financial expert” as is currently defined under SEC rules. The audit committee
operates under a written charter adopted by the board of directors.
The audit committee oversees the Company’s accounting and financial reporting processes on
behalf of the board of directors. The meetings of the audit committee are designed to facilitate and
encourage communication among the audit committee, Company management, the independent
registered public accounting firm and the Company’s internal audit function. The Company’s
management has the primary responsibility for the financial statements, for maintaining effective internal
control over financial reporting, and for assessing the effectiveness of internal control over financial
reporting. In fulfilling its oversight responsibilities, the audit committee has reviewed and discussed with
management the Company’s consolidated financial statements for the fiscal quarters and full year
ended December 28, 2019, including a discussion of, among other things, the quarterly and annual
earnings press releases, the quality of the Company’s accounting principles, the reasonableness of
significant estimates and judgments, and the clarity of disclosures in the Company’s financial statements.
The audit committee ensures that the Company establishes and appropriately resources a
professional internal auditing function and that there are no unjustified restrictions or limitations
imposed on that function. In addition to reviewing and approving the annual internal audit plan and
overseeing other internal audit activities, the audit committee regularly reviews and discusses the
results of internal audit reports.
The audit committee also reviewed with PricewaterhouseCoopers LLP, the Company’s
independent registered public accounting firm, the results of their audit and discussed matters
required to be discussed by the applicable requirements of the Public Company Accounting Oversight
Board and the SEC. The audit committee has reviewed permitted services under rules of the SEC as
currently in effect and discussed with PricewaterhouseCoopers LLP their independence from
management and the Company, including the matters in the written disclosures and the letter from the
independent registered public accounting firm required by applicable requirements of the Public
Company Accounting Oversight Board regarding the independent accountant’s communications with
the audit committee concerning independence, and has considered and discussed the compatibility of
non-audit services provided by PricewaterhouseCoopers LLP with that firm’s independence. For each
engagement, Company management provided the audit committee with information about the
services and fees, sufficiently detailed to allow the audit committee to make an informed judgment
about the nature and scope of the services and the potential for the services to impair the
independence of the independent registered public accounting firm. After the end of each fiscal year,
Company management provides the audit committee with a summary of actual fees incurred with the
independent registered public accounting firm.
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In accordance with SEC rules and PricewaterhouseCoopers LLP policies, lead and concurring
audit partners are subject to rotation requirements that limit the number of consecutive years an
individual partner may provide services to our Company to a maximum of five years. The selection of
the lead audit partner pursuant to this rotation policy involves a meeting between the candidate for the
role and the chair of the audit committee, as well as with the full audit committee and members of
management.
The audit committee has also evaluated the performance of PricewaterhouseCoopers LLP,
including, among other things, the length of time the firm has been engaged; its familiarity with our
operations and businesses, accounting policies and practices, and our internal controls over financial
reporting; and the appropriateness of fees paid to PricewaterhouseCoopers LLP for audit and
non-audit services in 2019, on an absolute basis and as compared to the scope of prior year audits.
Information about PricewaterhouseCoopers LLP’s fees for 2019 is discussed below in this Proxy
Statement under “Proposal 2 - Ratification of Appointment of Independent Registered Public Accounting
Firm.” Based on its evaluation, the audit committee has retained PricewaterhouseCoopers LLP to serve
as the Company’s independent registered public accounting firm for the 2020 fiscal year.
Based on its review of the financial statements and the aforementioned discussions, the audit
committee concluded that it would be reasonable to recommend, and on that basis, did recommend,
to the board of directors that the audited financial statements be included in the Company’s Annual
Report on Form 10-K for the year ended December 28, 2019, which was filed with the SEC on
February 13, 2020.
Respectfully submitted by the Audit Committee,
Andrew Miller (chairman)
Elisha Finney
Eva Manolis
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The audit committee meets with the independent registered public accounting firm, with and
without management present, to discuss the results of their examinations; their evaluations of the
Company’s internal control, including internal control over financial reporting; and the overall quality of
the Company’s financial reporting. Additionally, the audit committee meets in separate executive
sessions with the Company’s chief financial officer and the head of internal audit.

REPORT OF THE COMPENSATION AND TALENT COMMITTEE OF THE BOARD OF DIRECTORS
No portion of this compensation and talent committee report shall be deemed to be incorporated
by reference into any filing under the Securities Act of 1933, as amended (the “Securities Act”), or the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), through any general statement
incorporating by reference in its entirety the Proxy Statement in which this report appears, except to the
extent that the Company specifically incorporates this report or a portion of it by reference. In addition,
this report shall not be deemed filed under either the Securities Act or the Exchange Act.
The compensation and talent committee of the board of directors, which is comprised solely of
independent directors within the meaning of applicable rules of Nasdaq, outside directors within the
meaning of Section 162(m) of the Internal Revenue Code of 1986, as amended, and non-employee
directors within the meaning of Rule 16b-3 under the Exchange Act, is responsible for developing
executive compensation policies and advising the board of directors with respect to such policies and
administering the Company’s cash incentive and equity incentive plans. The compensation and talent
committee sets performance goals and objectives for the chief executive officer and the other
executive officers, evaluates their performance with respect to those goals and sets their compensation
based upon the evaluation of their performance. In evaluating executive officer pay, the compensation
and talent committee retains the services of a compensation consultant and considers
recommendations from the chief executive officer with respect to goals and compensation of the other
executive officers. The compensation and talent committee assesses the information it receives in
accordance with its business judgment. The compensation and talent committee also periodically
reviews director compensation. All decisions with respect to executive and director compensation are
approved by the compensation and talent committee. All decisions regarding chief executive officer
and director compensation are reviewed and ratified by the full board. Mr. Bell, Dr. Kao and Mses.
Finney and Stacy are the current members of the compensation and talent committee.
The compensation and talent committee has reviewed and discussed the Compensation
Discussion and Analysis (the “CD&A”) for the year ended December 28, 2019 with management. In
reliance on the reviews and discussions referred to above, the compensation and talent committee
recommended to the board of directors, and the board of directors has approved, that the CD&A be
included in this Proxy Statement and incorporated by reference in our Annual Report on Form 10-K for
the year ended December 28, 2019, which was filed with the SEC on February 13, 2020.
Respectfully submitted by the Compensation and Talent Committee,
Michael Bell (chairman)
Elisha Finney
Ruey-Bin Kao
Michelle Stacy
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Compensation Discussion and Analysis
Executive Overview
The competition for executive talent in our industry continues to be significant. While we compete
to attract and retain talent against other established technology companies in our industry, the skill
sets, expertise and capabilities that we believe will help us further expand our business and drive value
creation increasingly bring us into competition for talent against a wider range of technology
companies, including those focused on emerging technologies.
Our compensation philosophy is based on a desire to balance retention of executive talent with
pay for performance incentive compensation which is designed to reward our named executive officers
for our financial and operating performance. We believe the compensation of our named executive
officers should align our executives’ interests with those of our stockholders and focus executive
behavior on the achievement of both near-term corporate targets as well as long-term business
objectives and strategies.
2019:
•

•

In September 2019, we hired Keith Hartsfield as chief product officer to lead iRobot’s physical
and digital product offerings, providing strategic direction on innovation and vision, new
product development, design competitiveness, partnership and in-market excellence.
In September 2019, our chief operating officer, Christian Cerda, departed to pursue other
career opportunities outside of our Company.

2020:
•

In February 2020, we announced the transition of our chief financial officer role, with Julie
Zeiler being appointed to succeed Alison Dean as executive vice president and chief financial
officer on May 4, 2020. Alison will remain with iRobot in an advisory role for a period after May
4th to ensure a seamless and successful transition of responsibilities.

2019 Financial Performance Highlights
Our performance as a company in 2019 reflected our ability to continue growing and preserve
profitability as we navigated an increasingly challenging environment. More specifically:
•

•

•

•

•

Our financial performance was impacted directly and indirectly by rising Section 301 tariffs on
List 3 goods that included robotic vacuum cleaners imported into the United States from
China, as well as increasingly aggressive price competition in EMEA and the United States.
We continued to expand our business in 2019 and generated 11% annual revenue growth to a
record $1.214 billion. However, we fell short of our original 2019 revenue targets due to the
challenging market conditions encountered.
The impact of lower-than-expected revenue, Section 301 tariffs on List 3 goods, which
increased from 10% to 25% midway through the year, and changes to pricing and
promotional activity resulted in lower gross margins, operating profitability, net income and
earnings per share.
We were able to partially mitigate the impact of these factors by carefully managing our cost
structure, which included a 15% reduction of general and administrative expenses in 2019,
and reducing certain discretionary spending and adjusting the timing and pacing of hiring.
We ended the year with revenue between threshold and target performance levels in our
annual cash incentive program and Adjusted EBITDA below threshold.
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COMPENSATION AND OTHER INFORMATION
CONCERNING EXECUTIVE OFFICERS AND DIRECTORS

Revenue
$1.214B an increase of 11%
from full-year 2018

Operating Income
$86.6M compared with
$105.8M from full-year
2018

Diluted Earnings Per Share
$2.97 compared with $3.07
for full-year 2018

Net Income
$85.3M compared with
$88.0M from full-year 2018

Compensation Highlights:
Our compensation programs as designed are sensitive to Company performance. Our 2019
financial results and impact on compensation reflect this correlation:
•

•

•
•

Base Salary: Base salary increases were made in early 2019 and ranged from 5.3% to 11.1%
coming off a very strong 2018 performance. There were however, no base salary increases for
named executive officers’ in 2020 in recognition, in part, of 2019 performance.
Bonus: 2019 incentive bonus payout of 39% of target, driven by below threshold Adjusted
EBITDA performance and revenue between threshold and target.
• 2018 Bonus was 126% of target.
PSUs: 2017 PSUs paying out at 77% of target, driven by achievement of the revenue target but
between threshold and target operating Income percent.
2019 equity grants: Total current value of the March 2019 equity grants as of 12/28/2019 was
57% below the grant date fair value.
Named Executive
Officer

Colin M. Angle
Alison Dean
Glen D. Weinstein
Tim Saeger
*

Total Grant Date
Fair Value

Total Value
at 12/28/2019

5,552,768
1,665,830
1,221,511
1,332,469

2,371,968
711,590
521,791
569,189

Difference

(3,180,800)
(954,240)
(699,720)
(763,280)

Please note equity grants for Named Executive Officers were made on March 8, 2019.
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2019 Strategic priorities:

Product Innovation
Segment Leadership
Product Diversification

Introduced Roomba s9/s9+ and Braava Jet m6, as well as new digital
features
We remain the world’s leading Robotic Vacuum Cleaner (RVC) company
Strong growth in our Braava family of robot mops, surpassing $100M in
annual revenue in 2019
Conducted beta trials of Terra t7 robot lawn mower in Germany and the
United States
Strengthened our position within the smart home through a range of
partnerships, including one with IFTTT that allows users to integrate our
robots with other Smart Home devices easily.

Customer Engagement
Manufacturing

Cost Control

Accelerated transformation of our user base into a true community with
4M customers opting in to our digital communications
Commenced Roomba production in Malaysia in late 2019, which was
ahead of schedule, and balanced production across multiple
manufactures in China
Proactively managed our cost structure to adjust spending and preserve
profitability
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Despite a challenging year from a financial performance perspective, in 2019 we executed on
key elements of our strategy:

Historical Financial Performance

Operating Income

Revenue
$1,214.0
$1,092.6

$1,300.0
$1,100.0
$900.0
$700.0

Operating Income (in
millions)

Revenue (in millions)

Our financial performance over the last four years has been strong. While 2019 was a challenging
year given the more difficult than anticipated market conditions in the U.S. including the impact of the
tariff, as well as intense price competition, we managed our cost structure well to reduce spending,
which included a 15% reduction in general and administrative expenses in 2019, which mitigated these
impacts. The performance below demonstrates our focus on growing our business while continuing to
deliver stockholder value.
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$3.5

$2.97

$1.77

$2.5

$1.48
$1.5
$0.5
2016

2017

2018

$86.6

$72.7

2019

Fiscal Year

Net Income
$100.0
$80.0
$60.0

$88.0

$85.3

2018

2019

$51.0
$41.9

$40.0
$20.0
2016

2017

Fiscal Year

The graph below compares the cumulative 5-Year total return provided shareholders on iRobot
Corporation’s common stock relative to the cumulative total returns of the Nasdaq Composite index
and a customized peer group, which includes the sixteen companies listed in footnote 1 below. An
investment of $100 (with reinvestment of all dividends) is assumed to have been made in our common
stock, in the Nasdaq Composite Index and the customized peer group on December 31, 2014 and its
relative performance is tracked through December 31, 2019.
(1) The sixteen companies included in the Company’s peer group are: 3d Systems Corp, Brooks
Automation Inc., Coherent Inc., Dolby Laboratories Inc., Faro Technologies Inc., Fitbit Inc., Garmin Ltd.,
GoPro Inc., Logitech International S.A., Netgear Inc., Novanta Inc, Plantronics Inc., TiVo Corp., Trimble
Inc., Ubiquiti Inc. and Universal Electronics Inc.
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COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among iRobot Corporation, the NASDAQ Composite Index, and Peer Group
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$250

$200

$150

$100

$50

$0
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iRobot Corporation
NASDAQ Composite
Peer Group
*$100 invested on 12/31/14 in stock or index, including reinvestment of dividends.
Fiscal year ending December 31.
12/14

iRobot Corporation
Nasdaq Composite
Peer Group

12/15

12/16

12/17

12/18

12/19

100.00 101.96 168.35 220.91 241.19 145.82
100.00 106.96 116.45 150.96 146.67 200.49
100.00 75.36 102.17 130.41 119.26 171.88

The stock price performance included in this graph is not necessarily indicative of future stock
price performance.
Objectives of Our Compensation Program
We believe our compensation philosophies and objectives, as further described below, have
aligned executive compensation with Company performance. Our compensation programs for our
executive officers are designed to achieve the following objectives:
•
•
•
•

Provide competitive compensation that attracts, motivates and retains the best talent and the
highest caliber executives to help us to achieve our strategic objectives;
Connect a significant portion of the total potential compensation paid to executives to our
annual financial performance;
Align management’s interest with the interests of stockholders through long-term equity
incentives; and
Provide management with performance goals directly linked to our longer-term plan for
growth and profit.
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We believe the compensation of our named executive officers should reflect their success as a
management team, rather than as individuals, in attaining key operating objectives, such as Adjusted
EBITDA, operating income in dollars and revenue in dollars. We define Adjusted EBITDA as earnings
before interest, taxes, depreciation, amortization, stock-based compensation expense, net merger,
acquisition and divestiture expense, gain on business acquisition, and net intellectual property litigation
expense, as shown on Exhibit A.
We also believe that the compensation of our named executive officers should not be based on
the short-term performance of our stock, whether favorable or unfavorable, but rather that the price of
our stock will, in the long-term, reflect our operating performance, and ultimately, the management of
the Company.
Methodologies for Establishing Executive Compensation
The compensation and talent committee, which is comprised entirely of independent directors,
reviews the compensation packages for our named executive officers, including an analysis of all
elements of compensation separately and in the aggregate. In determining the appropriate
compensation levels for our chief executive officer, the compensation and talent committee meets with
the executive vice president, human resources and corporate communications. With respect to the
compensation levels of all other named executive officers, the compensation and talent committee
meets with our chief executive officer and, as needed, our executive vice president, human resources
and corporate communications. Our chief executive officer annually reviews the performance of each
of the other named executive officers with the compensation and talent committee.
The compensation and talent committee has engaged Pay Governance as its independent
executive compensation consultant. The consultant works with the compensation and talent committee
in addition to our human resources department and the chief executive officer to assist them with a
range of items including establishing an appropriate peer group, developing the structure of the
executive compensation program and in formulating recommendations regarding base salary levels,
target incentive awards, performance goals for incentive compensation and equity awards for named
executive officers. In conjunction with the annual performance review of each named executive officer,
the compensation and talent committee carefully considers the recommendations of the chief
executive officer with respect to the other executive officers when setting base salary, bonus payments
under the prior year’s incentive compensation plan, and target amounts and performance goals for
the current year’s incentive compensation plan. In addition, the compensation and talent committee
similarly determines the size and structure of equity incentive awards, if any, for each named executive
officer.
Moreover, the compensation and talent committee considers the results of the advisory vote on
named executive officer compensation, or the “say on pay” vote, that is currently held each year at the
Company’s annual meeting of stockholders.
At the May 2019 annual meeting of stockholders, the Company held its annual say on pay vote.
The results of the say on pay vote held in May 2019 were as follows (as a percentage of the votes cast):
For
Against
Abstain

18,270,478
255,524
145,716

98.0%
1.3%
0.7%
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The compensation and talent committee will, in consultation with Pay Governance and as
appropriate, continue to consider changes to our compensation programs in ways that can further
align the pay of our senior executives with our performance while taking into account input from
stockholders and evolving factors such as the business environment, the competitive market for talent
and other emerging trends. Additionally, the compensation and talent committee will continue to
consider the outcome of our say on pay votes, regulatory changes and emerging best practices when
making future compensation decisions for our named executive officers.
Our compensation plans are developed, in part, by utilizing publicly available compensation data
and subscription compensation survey data for national and regional companies in the
technology and consumer technology industries, including those that focus on smart-tech and hightech products. When determining the range of competitive practice for executive compensation, we
review compensation data for companies with revenues, market capitalization, headcount and levels
of ongoing research and development investment similar to our profile. There is an expanded
discussion on our peer group in the section “Compensation Comparisons” on page 40. While there are
no perfect benchmarks for our Company, we believe that this approach provides us with valuable
insights as to pay levels and practices of companies similar to ours.
Compensation Consultants
As the independent compensation consultant, Pay Governance provides the compensation and
talent committee with advice on a broad range of executive compensation matters. The scope of Pay
Governance’s services included the following:
•
•
•
•

•

Apprising the compensation and talent committee of compensation-related and regulatory
trends and developments in the marketplace;
Assessing the composition of the peer companies used for comparative purposes;
Performing a competitive assessment of our non-employee director and executive
compensation programs; and
Identifying potential changes to the executive compensation program to maintain
competitiveness and ensure consistency with business strategies, good governance practices
and alignment with stockholder interests; and
Reviewing the Compensation Discussion & Analysis section of the Company’s Proxy Statement.

As more fully described on page 53, the compensation and talent committee reviewed its
relationship with Pay Governance pursuant to SEC rules and determined Pay Governance’s work for the
compensation and talent committee did not raise any conflicts of interest. The Company did not
engage Pay Governance for any other consulting work in fiscal 2019.
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The results of the say on pay vote are advisory and not binding on the Company, the board of
directors or the compensation and talent committee. The board of directors and the compensation
and talent committee, however, value the opinions of our stockholders and take the results of the say
on pay vote into account when making decisions regarding the compensation of our named
executive officers. Additionally, an important aspect of our investor relations activities involves
interacting with our stockholders to discuss our executive compensation programs, answer important
questions about our compensation philosophies and practices, and gain valuable direct feedback in
the process.

Compensation Comparisons
Developing a compensation peer group for compensation comparison purposes is not an easy
task for the Company. We do not have any “true” consumer robotic peer companies that are publiclytraded, stand-alone, U.S.-based and size-appropriate. We believe the mix of technology, smart
technology/connected devices, and technology/ consumer products entities that comprise our current
compensation peer group provides appropriate reference points for compensation and performance
comparisons. However, the companies in our peer group have historically differed substantially from
the companies used as peers by some proxy advisory firms. These proxy advisory organizations tend to
compare us with companies in the consumer durables industry, household appliances, retailers and
leisure products / manufacturers (i.e., some of these companies with little to no technology attributes to
their respective products and minimal investments in ongoing research and development). These
differences in the composition of compensation peer groups, which are used in companies’
determinations of how to align pay and performance, can result in substantial differences in Company
performance and how compensation is valued and delivered to executives. Technology, smart
technology/connected devices and technology/consumer products companies are subject to different
competitive pressures and, in our experience, typically perform and pay differently from home builders,
retailers and furniture distributors/manufacturers. Additionally, recruitment efforts at companies
focused on technology, smart technology/connected devices and technology/consumer products are
largely focused on robotics/technology experts/ industry leaders and individuals with engineering
backgrounds. The compensation and talent committee considers these unique dynamics when
annually reviewing the composition of our peer group and in evaluating our ongoing compensation
practices.
The following selection criteria, developed in conjunction with the compensation and talent
committee, which are carefully reviewed annually and adjusted as needed, were used to develop the
comparative compensation peer group used in assessing the competitiveness of our executive
compensation program and in helping develop fiscal year 2019 compensation actions:
•
•

•
•

•
•

Companies with revenues within a similar range and generally similar market capitalization;
Companies within comparable industries that focus on smart-tech and high-tech products
(e.g., consumer durables, consumer services, aerospace, capital goods, electronics equipment,
information technology, instruments and components, computers and peripherals, networking
equipment and computer hardware);
Companies with highly-engineered products and complex networked technologies with
multiple industry applications;
Technology companies whose products contain both hardware and software components, in
particular cloud-connected devices, smart monitors, networked devices and consumer
wearables; and
Companies with moderate to high sales growth and opportunity.
Other secondary criteria also considered include:
• Companies considered to be engaging in “disruptive innovation;”
• Companies with products with brand recognition and/or that focus on
disposable income “luxury”goods; and
• Companies with comparable levels of ongoing investment in research and
development that indicate similar business models and financial strategy.

Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement

40

Consumer Technology Companies

Broader Technology Companies

Fitbit, Inc.

3D Systems Corporation

Garmin Ltd.

Brooks Automation, Inc.

GoPro, Inc.

Coherent, Inc.

Logitech International S.A.

Dolby Laboratories, Inc.

NETGEAR, Inc.

Faro Technologies, Inc.

Plantronics, Inc.

Novanta Inc.

TiVo Corporation

Trimble Inc.
Ubiquiti Inc.
Universal Electronics Inc.

This 2019 compensation peer group differs from the 2018 compensation peer group due to the
removal of Nautilus, Inc., & Harmonic, Inc. Added to our compensation peer group were Garmin Ltd.,
Brooks Automation, Inc., Coherent, Inc., & Ubiquiti Inc. The changes to the compensation peer group
create better alignment with respect to key financial criteria and companies in comparable industries.
These companies, at the time of the analysis on September 30, 2018, had a trailing 12-month
median revenue of approximately $1.1 billion and a median market capitalization of approximately
$2.4 billion. iRobot at this same time had revenues of nearly $1 billion and a market capitalization of
approximately $3.0 billion.
The compensation and talent committee reviews all components of compensation for named
executive officers. In accordance with its charter, the compensation and talent committee also, among
other responsibilities, administers our incentive compensation plan, and reviews management’s
recommendations on company-wide compensation programs and practices. In setting compensation
levels for our executive officers in fiscal 2019, the compensation and talent committee considered
many factors in addition to the benchmarking described above, including, but not limited to:
•
•
•
•
•
•
•
•
•
•
•

the scope and strategic impact of the executive officer’s responsibilities;
our past business performance, and future expectations;
our long-term goals and strategies;
the performance and experience of each individual;
retention considerations
unvested equity holdings
past compensation levels of each individual and of the named executive officers as a group;
relative levels of pay among the executive officers;
the amount of each component of compensation in the context of the executive officer’s total
compensation and other benefits;
input from the board with respect to its evaluation of and recommendations for the chief
executive officer; and
input from the chief executive officer with respect to the evaluation of and recommendations
for the other named executive officers.
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Our compensation peer group for 2019 consisted of the following sixteen companies which we
show in two different technology segments. Consumer technology companies that focus on high tech
products for consumers, and broader technology companies that have a technology focus and meet
some of the criteria mentioned above.

The compensation levels for our executive offers in 2019 were determined in February of 2019.
These were determined coming off a 2018 year where we had 24% revenue growth, operating margin
of nearly 10%, earnings per share of $3.18, and a stock price that was trading at an all-time high.
The compensation and talent committee determines compensation for our chief executive officer
using the same factors it considers for other executive officers, while placing greater emphasis on
performance-based opportunities through long-term equity and short-term cash incentive compensation,
which we believe strongly aligns our chief executive officer’s interests with our success and the interests of
our stockholders. In assessing the compensation paid to our chief executive officer, the compensation and
talent committee relies on input from the board of directors on performance and information from our
selected peer group benchmarks and its judgment with respect to the factors described above.
Elements of Compensation and 2019 Annual Target Compensation
Our executive compensation program in 2019 consisted of three primary elements: base salary,
annual cash incentives, and long-term equity awards, in the form of time-based RSUs and PSUs. All of
our executive officers also are eligible for certain benefits offered to employees generally, including life,
health, disability and dental insurance, as well as participation in our 401(k) plan and employee stock
purchase plan. We have also entered into executive agreements with our executive officers that provide
for certain severance benefits upon termination of employment, including a termination in connection
with a change in control of the Company. The target compensation mix for each of our named
executive officers was determined at the beginning of 2019 and is summarized in the charts below.

Colin Angle - CEO
Base Salary
Bas

11%
13%

38%

Other NEO’s
Base Salary

Annual Target
An
Incentive Bonus
Inc

33%

Annual Target
Incentive Bonus

14%

RSUs
RSU

38%

20%

33%

PSU
PSUs

RSUs
PSUs
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CEO 2019 Target Compensation vs. Realizable
Value
Realizable Value at 12/27/2019

2019 Target Compensation
$0

$2,000,000 $4,000,000 $6,000,000 $8,000,000

2019 Target Compensation

Realizable Value at 12/27/2019

Base

$813,462

$813,462

Bonus

$907,500

$353,925

$5,552,768

$2,371,968

Stock Grant

Elements of Compensation
Base Salary
Salaries are reviewed on an annual basis and are structured to be within the market competitive
range of salaries paid by the peer companies reviewed by the compensation and talent committee in
high-technology industries, including consumer electronics and smart technologies. While we generally
aim to set base salaries for each of our executives to market competitive levels in our relevant
industries, the compensation and talent committee also takes into consideration many additional
factors (described below) that we believe are important and have enabled us to attract, motivate and
retain a high performing leadership team in an extremely competitive environment.
In 2019, the compensation and talent committee reviewed the base salaries for each of our
executive officers, taking into account an assessment of the individual’s responsibilities, experience,
individual performance and contribution to our performance, and also generally taking into account
the competitive environment for attracting and retaining executives consistent with our business needs,
along with those factors previously described. With respect to each of our other named executive
officers, our chief executive officer provided a detailed evaluation and recommendation related to
base salary adjustments, if any (excluding for himself).
In connection with our annual review process in February 2019 and taking into account the
considerations discussed above as well as our strong 2018 performance, the compensation and talent
committee made base salary adjustments for Mr. Angle, Ms. Dean, Mr. Cerda, Mr. Weinstein and
Mr. Saeger as noted in the table below. These adjustments to salaries were in recognition of
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The compensation mix shown above is based on the target amount for each of the elements and
does not contemplate the upside and downside opportunity included in our variable incentive
plans. Our compensation plans are sensitive to Company performance and emphasize pay that is
variable and/or “at risk”. As a result of performance that fell below our expectations during 2019, our
CEO’s 2019 realizable pay was 49% of his targeted total compensation, as shown below

exceptional performance and to ensure we are maintaining a competitive positioning with our peer
group and the market. For 2020, base salaries of our named executives were reviewed by the
compensation and talent committee, and it was determined not to make any adjustments to our
named executive officers’ base salaries.
2018 Base Salary

Colin M. Angle
Alison Dean (1)
Glen D. Weinstein
Tim Saeger
Keith Hartsfield (2)
(1)
(2)

% Increase

$750,000
$475,000
$380,000
$380,000
N/A

10.0%
5.3%
7.9%
5.3%
N/A

2019 Base Salary

% Increase

$825,000
$500,000
$410,000
$400,000
$400,000

0%
0%
0%
0%
0%

2020 Base Salary

$825,000
$500,000
$410,000
$400,000
$400,000

Alison Dean, EVP, Chief Financial Officer has resigned effective May 4, 2020.
Keith Hartsfield, EVP, Chief Product Officer, was hired in September 2019.

We believe that the base salaries of our named executive officers, which range from 11% to 22%
as a percentage of total target compensation, are set at an appropriate level to align our
compensation mix with our compensation philosophy.
Cash Incentive Compensation
The compensation and talent committee believes that short-term cash incentive compensation
for executive officers should be contingent upon successful achievement of significant financial and
business objectives and implementation of our business strategy. For our named executive officers,
including our chief executive officer, the payment of cash incentive awards is based on an evaluation of
achievement against predetermined Company financial and operational metrics in accordance with
our Senior Executive Incentive Compensation Plan (“SEICP”) adopted by the compensation and talent
committee. For each named executive officer, 100% of his or her target cash incentive compensation in
2019 was tied to key Company financial and operating performance measures. We aim to set our cash
incentive opportunities for named executive officers to be market competitive for performance at
target with actual amounts earned adjusted up or down based on performance achievement, as
described below.
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Incentive Bonus Award Opportunity Payout Scale (% of base salary)
Threshold
(12.5% of target opportunity)
(1)

Colin M. Angle
Alison Dean
Glen D. Weinstein
Tim Saeger
Glen D. Weinstein
Christian Cerda
(1)
(2)

13.75%
10.00%
8.13%
8.13%
7.5%
10.00%

Target (100%)

Maximum
(200% of target opportunity)
(2)

110.00%
80.00%
65.00%
65.00%
60.00%
80.00%

220.00%
160.00%
130.00%
130.00%
120.00%
160.00%

Cash incentive payments are made only if the Company has achieved a specified Adjusted
EBITDA hurdle, excluding cash incentive compensation expense.
This reflects the maximum incentive cash payout levels established under our SEICP for 2019
based on the specific goals established for fiscal 2019.

The following tables summarize the 2019 performance measures, associated weightings and
goals for each of the named executive officers under the SEICP, including actual performance
achievement. As discussed previously, the payout opportunity ranges from 12.5% of the target incentive
opportunity for achieving threshold level of performance to 200% of the target incentive opportunity for
achieving maximum level of performance.
Performance Goal

Metric

Weightings

Threshold
(12.5%)

Target
(100%)

Maximum
(200%)

2018 Actual
Performance

Actual
Percentage
Earned (as %
of target)

$ in millions

Adjusted EBITDA, excluding
cash incentive
compensation expense
Company Revenue
Total Payout (as a % of
Target)
*

50% $174.0 $204.7 $272.3
50% $1,169.5 $1,299.5 $1,599.4
77%

$171.6
$1,214.0

0%
39%
39%

Actual percentage earned (as % of target) is relative to the weightings of both metrics, which are
50% respectively.

Adjusted EBITDA (excluding compensation expense) achieved 83.8% of target, which fell below
the 85% achievement threshold level to earn a payout, resulting in no payout for this metric.
Revenue achieved 93.4% of target, which fell between threshold and target, resulting in 77%
achievement on revenue.
Overall payout as a result of performance of both metrics is 39%.
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For fiscal 2019, the threshold, target and maximum bonus award opportunities under our SEICP
for each of our named executive officers, as a percentage of base salary are set forth in the table
below. These target bonus amounts were set at levels the compensation and talent committee
determined were appropriate to achieve our business plan, which involved growing the Company in a
profitable, cost-effective way.

The compensation and talent committee chose this mix of financial targets for cash incentive
compensation because it believes it creates a balanced focus on growth and profitability, and it
believes that executive officers should be focused on a small set of critical, team-based financial and
operating metrics that reinforce the executive’s role and impact the Company’s business strategy.
Also, the compensation and talent committee established a minimum level of profitability
whereby the available total incentive compensation payout for the entire employee base — including
the named executive officers — would be reduced on a dollar-for-dollar basis if Adjusted EBITDA,
including cash incentive compensation expense, fell below 156.6 million for the fiscal year.
In 2019, we executed on key elements of our strategy while navigating increasingly challenging
market conditions that directly and indirectly impacted our revenue growth, operating profitability and
EPS performance. We mobilized to develop and implement a range of strategies in response to both
competitive threats and increased tariffs, as well as adjusting our cost structure to preserve profitability
resulting from lower-than-anticipated revenue. We plan to continue to refine and execute our strategic
priorities moving forward. While we are proud of our accomplishments in 2019, we nevertheless fell
short of our Revenue and Adjusted EBITDA goals, which resulted in the following cash awards to the
named executive officers for performance in fiscal 2019 pursuant to our SEICP:
Incentive Bonus Award
Original
Target Incentive
Opportunity

Colin M. Angle
Alison Dean
Glen D. Weinstein
Tim Saeger
Keith Hartsfield(1)
Christian Cerda(2)
(1)
(2)

$907,500
$400,000
$266,500
$260,000
$77,143
$400,000

Achievement

39%
39%
39%
39%
39%
0%

SEICP Earned &
Paid

$353,925
$156,000
$103,935
$101,400
$30,086
$0

Mr. Hartsfield’s bonus award is pro-rated for 2019 based on his hire date of September 3, 2019.
Mr. Cerda’s employment with the Company terminated in September 2019 and, accordingly, he
received no bonus award for 2019

Long-Term Incentives
Overview
In 2019, executive officers were eligible to receive a mix of time-based RSUs and PSUs that are
intended to promote success by aligning employee financial interests with long-term stockholder value.
Long-term incentives are awarded based on various factors primarily relating to the responsibilities of the
individual officer or employee, his or her past performance, anticipated future contributions, prior grants,
and competitive market and retention considerations as well as the pool of shares available for grant and
Company performance. In general, our compensation and talent committee bases its decisions to grant
long-term incentives on recommendations of our chief executive officer (for employees other than himself)
and the compensation and talent committee’s analysis of peer group and industry compensation
information, with the intention of keeping the executives’ overall compensation at a competitive level with
our peer group companies in consumer technology and smart and high-tech industries.
Historically the equity awards we granted to our named executive officers were comprised of a
mix of 50% RSUs, 25% PSUs, and 25% stock options. During 2017 and 2018, we implemented a number
of changes to our program based on feedback from our investors, as summarized below.
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•
•
•
•

Increased the emphasis on PSUs (from 25% to 50%)
Discontinued the use of stock options (previously 25%)
Adjusted our PSU design to use a single, three-year performance period (eliminating
interim one-year goals and a “catch-up” provision”)
Added the potential to earn above and below target (vs. an “all or nothing” design)

2018 PSU Design Changes
•

Shifted the payout metric from operating income as a percentage of revenue to threeyear cumulative operating income in dollars

In 2019, we maintained the plan design from 2018 with no changes to it.
The compensation and talent committee believes that our mix of long-term equity awards is market
competitive and strongly aligns the incentives of our executives with the interests of our stockholders and the
long-term performance of the Company by directly tying a significant portion of the value that may be
realized from our equity compensation to the performance of the Company and the value of our stock.
Both RSUs and PSUs are typically granted in March. RSUs vest based on continued service in equal
annual installments over four years. PSUs granted in 2019 have three-year cliff vesting based on
performance as well as continued service with the Company. Please note that for new hire executives
the timing of the grants and mix may vary based on the timing of the hire and other potential factors as
part of the recruitment of each executive.
During fiscal year 2019, our compensation and talent committee approved the RSU and PSU
awards set forth in the table below to each of our named executive officers.
The payout opportunity on the PSUs to be earned at the end of the three-year performance
period ranges from 0% for below threshold performance to 200% of the target opportunity for
achieving maximum level of performance. At threshold performance, 50% of the target amount is
earned and, at target performance, 100% of the target awards is earned. Linear interpolation is used
to determine the percentage of the PSUs earned where achievement is between threshold and target
and between target and maximum performance levels. The number of PSUs actually earned will be
determined at the end of the three-year performance period by measuring the Company’s actual 2019
to 2021 cumulative financial performance against the target performance.

Colin M. Angle
Alison Dean
Glen D. Weinstein
Tim Saeger
Keith Hartsfield (1)
Christian Cerda
(1)

Grant Date
Fair Value
($)

RSUs
(#)

5,552,768
1,665,830
1,221,511
1,332,469
1,968,782
1,776,788

22,720
6,816
4,998
5,452
31,683
7,270

PSUs
(# at Threshold)
(50% of Target)

PSUs
(# at Target)

PSUs
(# at Maximum)
(200% of Target)

11,360
3,408
2,499
2,726

22,720
6,816
4,998
5,452

45,440
13,632
9,996
10,904

3,635

7,270

14,540

Keith Hartfield, EVP, Chief Product Officer, received a time-based RSU grant upon his hire in 2019.
He did not receive a PSU grant in 2019.
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2017 PSU Design Changes:

The following chart depicts the mix of PSUs and RSUs in our annual long-term incentive program
for 2019:

Long-Term Incentives Mix

PSUs
50%

RSUs
50%

Performance Share Units
The Company’s and the compensation and talent committee’s overall goals for selecting metrics
for the PSU component of the long-term incentive program include:
•
•
•
•

Alignment with business strategy;
Alignment with stockholder interest in improving long-term business fundamentals;
Correlation with total stockholder return; and
Complementary to our short-term incentive metrics and measurement period.

For 2019, the compensation and talent committee determined that operating income was still
the optimal metric for our PSU metric. Operating income is also a key financial measure that can be
reasonably forecasted over the relevant performance period. We believe using operating income for
our PSUs coupled with the revenue component of our short-term incentive plan provides strong focus
on, and balance between, important short- and long-term business drivers.
PSUs granted in 2019 will be measured and vested if earned at the end of the three-year
performance period based upon performance over the entire three-year period.
As shown in the table below, the number of shares earned at the end of the three-year period will
range from 0% to 200% of the target number of PSUs granted based on the Company’s performance
against a three-year cumulative operating income goal. All financial goals for the three-year
cumulative PSU plans were established at the beginning of the three-year performance period. The
following table outlines the threshold, target, and maximum operating income goals for the three-year
performance period covering 2019 through 2021.
Operating Income Performance (in millions)
2019-2021
PSU Performance Cycle

Cumulative Operating Income ($M)
PSUs Eligible for Vesting

Threshold

Target Range

Maximum

$347
50%

$391 - $478
100%

$521
200%
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2019-2021 PSUs At Threshold, Target & Maximum

Colin M. Angle
Alison Dean
Glen D. Weinstein
Tim Saeger
Christian Cerda

PSUs
At Threshold

PSUs At
Target

PSUs
Maximum

11,360
3,408
2,499
2,726
3,635

22,720
6,816
4,998
5,452
7,270

45,440
13,632
9,996
10,904
14,540

PSUs granted in 2018 will be measured and vested if earned at the end of the three-year
performance period based upon performance over the entire three-year period. As shown in the table
below, the number of shares earned at the end of the three-year period will range from 0% to 200% of
the target number of PSUs granted based on the Company’s performance against a three-year
cumulative operating income goal. All financial goals for the three-year cumulative PSU plans were
established at the beginning of the three-year performance period. The following table outlines the
threshold, target, and maximum operating income goals for the three-year performance period
covering 2018 through 2020.
Operating Income Performance (in millions)
2018-2020
PSU Performance Cycle

Threshold

Target Range

Maximum

$285
50%

$321 - $392
100%

$428
200%

Cumulative
PSUs Eligible for Vesting

The below chart illustrates the payout range for operating income attainment for PSUs granted in
2018.
2018-2020 PSUs At Threshold, Target & Maximum

Colin M. Angle
Alison Dean
Glen D. Weinstein
Tim Saeger
Christian Cerda

PSUs
At Threshold

PSUs At
Target

PSUs
Maximum

14,573
4,972
3,429
2,571
5,486

29,146
9,944
6,858
5,143
10,972

58,292
19,888
13,716
10,286
21,944

For the PSUs granted in 2017, the number of shares earned at the end of the three-year period
could have ranged from 0% to 200% of the target number of PSUs granted based on the Company’s
performance against three-year cumulative operating income percent and revenue goals. The
following table outlines the revenue threshold and threshold, target and maximum operating income
percent goals for the three-year performance period from 2017 through 2019. Actual performance
achieved excludes the impact of the 2017 acquisition of the Company’s distributor in Europe.
Revenue (in millions)
2017-2019
PSU Performance Cycle

Cumulative

Operating Income Percent

Actual
Performance
Threshold
Achieved
Threshold

$2,384

$3,079

Target Range

8.2% 9.7% - 10.7%

Actual
Actual Payout
Performance
Level
Maximum
Achieved
Achieved

12.2%

9%

77%
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The below chart illustrates the payout range for operating income attainment for PSUs granted in
2019.

The below chart illustrates the payout range for operating income percent attainment for PSUs
granted in 2017. In order to earn any PSUs, a threshold performance level of 8.2% in operating income
percent must have been achieved. To earn 100% of PSUs, achievement of operating income percent
must have been at least 9.7%. Achievement above 10.7% operating income percent would earn more
than 100% of shares up to a maximum of 200% of shares at 12.2% operating income percent
attainment.
For the 2017 PSU Plan, the three-year cumulative revenue achievement was $3,079 million,
exceeding the revenue threshold of the plan. The cumulative operating income percent achievement
was 9.0%, exceeding the threshold of 8.2% but falling short of the target range; therefore 77% of the
PSUs granted in 2017 were deemed earned and vested. Specifically, the named-executive officers
earned the following PSUs with respect to the PSUs granted in 2017:
2017-2019 PSUs At Threshold, Target & Maximum
PSUs
At Threshold PSUs At Target PSUs Maximum Total PSUs Earned

Colin M. Angle
Alison Dean
Glen D. Weinstein
Tim Saeger
Christian Cerda (1)
(1)

18,112
6,250
3,887
4,137
6,037

36,225
12,500
7,775
8,275
12,075

72,450
25,000
15,550
16,550
24,150

27,893
9,625
5,986
6,371
0

Mr. Cerda’s employment with the Company terminated in September 2019 and, accordingly, no
portion of his 2017 PSUs vested.

Other Benefits and Perquisites
We also have various broad-based employee benefit plans. Our executive officers participate in
these plans on the same terms as other eligible employees, subject to any legal limits on the amounts
that may be contributed by or paid to executive officers under these plans. We offer a 401(k) plan,
which allows our U.S. employees an opportunity to invest in a wide array of funds on a pre-tax basis.
The Company matches up to 3% of eligible pay ($0.50 on each dollar an employee contributes up to a
maximum of 6%). In 2017, we established an employee stock purchase plan for the benefit of all of our
U.S., UK and Canadian based employees. We do not provide pension arrangements or post-retirement
health coverage for our named executive officers or other employees. We also maintain insurance and
other benefit plans for our employees. We offer no perquisites to our executive officers that are not
otherwise available to all of our employees.
Stock Ownership Guidelines
We maintain equity ownership guidelines to further align the interests of our senior management
and directors with those of our stockholders. Under the guidelines, executives are expected to hold
common stock in an amount ranging from two times base salary for our senior executives to six times
base salary for our chief executive officer. Our directors are also expected to hold common stock in an
amount equal to six times their current cash retainer fee for Board service.
For purposes of these guidelines, stock ownership includes shares for which the executive or
director has direct or indirect ownership or control, including stock and in-the-money vested stock
options, but does not include unvested restricted stock units or unvested stock options. Executives and
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Hedging/Pledging Policy
Since 2005, we have had a written insider trading policy that applies to all of our employees,
including officers, and directors. The policy, among other things, prohibits holding Company securities
as collateral in a margin account, any hedging transactions, short sales, and puts/calls, and pledging
of Company securities as collateral for a loan unless the pledge has been approved by the
compensation and talent committee of the board of directors. To date, no such approval has been
requested or given.
Executive Agreements
We have entered into executive agreements with each of our named executive officers. The
executive agreements provide for severance payments equal to 50% of such officer’s annual base
salary at the highest annualized rate in effect during the one-year period immediately prior to
termination, payable in six equal monthly installments, as well as monthly premium payments for
continued health, dental and vision benefits for up to six months following termination, in the event that
we terminate his or her employment other than for cause, or his or her death or disability, as each term
is defined in the executive agreements. In addition, these executive agreements provide that if we
experience a change in control, as defined in the executive agreements, and the employment of such
officer is terminated by the Company other than for cause or his or her death or disability at any time
within the period beginning on the date that is 45 days prior to the date of the public announcement of
the execution of a definitive agreement for a change in control and ending on the first anniversary of
the effective date of the change in control, or if such officer terminates his or her employment for good
reason, as defined in the executive agreements, during the one-year period following the change in
control, then all unvested equity held by such officer becomes fully-vested and immediately exercisable
and such officer is entitled to severance payments equal to 200% of his or her annual base salary, at
the highest annualized rate in effect during the period beginning in the year prior to the effective date
of the change in control and ending on the date of termination of employment, and 200% of such
officer’s highest target cash incentive with respect to the year prior to the year in which the change in
control occurred and ending in the year in which the officer’s employment is terminated, each payable
in 24 equal monthly installments, as well as monthly premium payments for continued health, dental
and vision benefits for up to 24 months following termination. Receipt of the severance payments and
benefits under the executive agreements is subject to the executive officer’s execution of a separation
agreement, including a general release of claims, in a form and of a scope reasonably acceptable to
the Company and compliance with any noncompetition, inventions and/or nondisclosure obligations
owed to the Company. There are no tax gross-up payable under the executive agreements or
otherwise.
Clawback Policy
In 2015, the Company adopted a clawback policy that provides the board of directors discretion
to reduce the amount of future compensation (both cash and equity) payable to an executive of the
Company for excess proceeds from incentive compensation received by such executive due to a
material restatement of financial statements. The clawback period is the three-year period following
the filing of any such restated financial statements with the SEC.
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directors are expected to meet their ownership guidelines within five years of becoming subject to the
guidelines. All executives and directors are currently meeting or are working to achieve these ownership
targets within the five-year time period.

Tax Deductibility of Executive Compensation
The Tax Cuts and Jobs Act of 2017, which was signed into law December 22, 2017 made a
number of significant changes to Section 162(m) of the Code. Section 162(m) of the Code generally
places a $1 million limit on the amount of compensation a company can deduct in any one year for
certain executive officers. While we consider tax deductibility as one factor in determining executive
compensation, the compensation and talent committee also looks at other factors in making its
decisions, as noted above, and retains the flexibility to award compensation that it determines to be
consistent with the goals of our executive compensation program even if the awards are not deductible
by us for tax purposes. Pursuant to the Tax Cut and Jobs Act, the exemption from Section 162(m)’s
deduction limit for performance-based compensation has been repealed, effective for taxable years
beginning after December 31, 2017, such that compensation paid to our named executive officers and
certain other individuals in excess of $1 million will not be deductible unless it qualifies for the limited
transition relief applicable to certain arrangements in place as of November 2, 2017 that are not
subsequently materially modified.
Despite our efforts to structure certain performance-based awards in a manner intended to be
exempt from Section 162(m) and therefore not subject to its deduction limits, because of ambiguities and
uncertainties as to the application and interpretation of Section 162(m) and the regulations issued
thereunder, including the uncertain scope of the transition relief under the legislation repealing the
performance-based compensation exemption from the deduction limit, no assurance can be given that
compensation intended to satisfy the requirements for exemption from Section 162(m) in fact will. Further,
we reserve the right to modify compensation that was initially intended to be exempt from Section 162(m) if
we determine that such modifications are consistent with our business needs. We believe that shareholder
interests are best served if its discretion and flexibility in awarding compensation is not restricted, even
though some compensation awards may result in non-deductible compensation expenses.
Risk Oversight of Compensation Programs
As part of its annual review, the compensation and talent committee determined that our
compensation program for executive officers is not structured to be reasonably likely to present a
material adverse risk to us based on the following factors:
•

•

•
•
•
•
•
•
•
•

Our compensation program for executive officers is designed to provide a balanced mix of
cash and equity and annual and longer-term incentives, including compensation based on
the achievement of performance targets.
The base salary portion of compensation is designed to provide a steady income regardless
of our stock price performance so executives do not feel pressured to focus primarily on
stock price performance to the detriment of other important business metrics.
Our time-based RSU grants generally vest over four years.
Our PSUs vest only if we achieve pre-determined significant long-term metrics designed to
drive the long- term interests of our stockholders.
PSU awards align the interests of our executive officers with the success of our business
strategy.
Maximum payout levels for cash and equity incentives are capped.
We have adopted a clawback policy that applies to cash and equity incentive
compensation.
The compensation and talent committee engages an independent compensation
consultant.
Our executive incentive programs include multiple performance measurement periods.
Our stock ownership guidelines align the interests of our executive officers with those of our
stockholders.
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Pursuant to its charter, the compensation and talent committee has the sole authority to retain,
terminate, obtain advice from, oversee and compensate its outside advisors, including its
compensation consultant.
The compensation and talent committee retained Pay Governance as its independent executive
compensation consultant for 2019. Pay Governance reports directly to the compensation and talent
committee, and the compensation and talent committee may replace Pay Governance or hire
additional consultants at any time. Pay Governance attends meetings of the compensation and talent
committee, as requested, and communicates with the chairman of the compensation and talent
committee between meetings; however, the committee makes all decisions regarding the
compensation of the Company’s executive officers.
Pay Governance provides various executive compensation services to the compensation and
talent committee with respect to our executive officers and other key employees at the compensation
and talent committee’s request. The services Pay Governance provides include advising the
compensation and talent committee on the principal aspects of the executive compensation program
and evolving best practices and providing market information and analysis regarding the
competitiveness of our program design and awards in relationship to our performance.
The compensation and talent committee reviews the services provided by its outside consultants
and believes Pay Governance is independent in providing executive compensation consulting services.
The compensation and talent committee conducted a specific review of its relationship with Pay
Governance, and determined Pay Governance’s work for the compensation and talent committee did
not raise any conflicts of interest, consistent with the guidance provided under the Dodd-Frank Act and
by the SEC and Nasdaq. In making this determination, the compensation and talent committee noted
the following:
•

•
•

•
•
•

Pay Governance did not provide any services to us or our management other than service to
the compensation and talent committee (including compensation benchmarking for our
senior leadership team), and their services were limited to executive compensation
consulting;
Fees paid by us to Pay Governance represented less than 1.0% of Pay Governance’s
respective total revenue for the period January 2019 through December 2019;
Pay Governance maintains a Conflicts Policy and an Insider Trading Policy which is provided
to the compensation and talent committee with specific policies and procedures designed
to ensure independence;
None of the Pay Governance consultants on our account had any business or personal
relationship with our compensation and talent committee members;
None of the Pay Governance consultants on our account had any business or personal
relationship with our executive officers; and
None of the Pay Governance consultants on our account directly own shares of our stock.

The compensation and talent committee continues to monitor the independence of its
compensation consultant on a periodic basis.

Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement

53

Proxy Statement

Compensation Consultant Independence

Executive Compensation
The following table sets forth summary compensation information for our chief executive officer,
chief financial officer, the three other most highly compensated executive officers serving as executive
officer as of December 31, 2019 and one former executive officer for the fiscal years indicated:
SUMMARY COMPENSATION TABLE — 2019

Name and Principal Position

(2)

Bonus
($)(3)

Non-Equity
Incentive Plan
Compensation
($)(4)

All Other
Compensation
($)(5)

Total
($)

Colin M. Angle
Chairman, Chief Executive
Officer and Director

2019 813,462
2018 742,308
2017 700,000

— 5,552,768
— 3,987,756
— 4,153,559

353,925
945,000
1,099,001

8,400 6,728,555
8,250 5,683,314
8,782 5,961,343

Alison Dean
Executive Vice President,
Chief Financial Officer,
Treasurer and Principal
Accounting Officer

2019 496,154
2018 472,693
2017 460,000

— 1,665,830
— 1,360,538
1,433,250

156,000
478,800
541,650

8,400 2,326,384
8,250 2,320,281
8,100 2,443,000

Glen D. Weinstein
Executive Vice President, and
Chief Legal Officer

2019 405,385
2018 380,000
2017 380,000

— 1,221,511
— 938,312
891,482

103,935
311,220
357,960

8,400 1,739,231
8,250 1,637,782
8,100 1,637,542

Tim Saeger
Executive Vice President,
Chief Research &
Development Officer

2019 396,923

— 1,332,469

101,400

8,400 1,839,192

Keith Hartsfield(6)
Executive Vice President,
Chief Product Officer

2019 121,539 250,000 1,968,782

30,086

72,643 2,443,049

Christian Cerda(7)

2019 378,846
2018 450,000
2017 446,154

453,600
529,875

45,750 2,201,384
8,250 2,413,039
8,100 2,368,649

Former Chief Operating Officer

(1)

Year

Salary
($)(1)

Stock
Awards
($)(2)

1,776,788
1,501,189
1,384,520

Represents salary earned in the fiscal years presented, which covered 52 weeks for fiscal
years 2019, 2018 and 2017.
Represents the aggregate grant date fair value for stock and option awards granted in the fiscal
years ended December 28, 2019, December 29, 2018, and December 30, 2017, as applicable, in
accordance with Financial Accounting Standards Board, Accounting Standards Codification Topic
718 (“ASC Topic 718”) disregarding any estimates of service-based forfeitures. For PSUs, the value
reported includes the value of the award at the grant date based upon the probable outcome of the
performance conditions. The value of PSUs at the grant date assuming that the highest level of the
performance condition will be achieved, for the fiscal years ended December 28, 2019, December 29,
2018, and December 30, 2017 (as applicable), respectively, is $5,552,768, $3,987,756, and
$4,153,559, for Mr. Angle; $1,665,830, $1,360,538, and $1,433,250, for Ms. Dean; $1,221,511,
$938,312, and $891,482, for Mr. Weinstein; $ 1,332,469 for Mr . Saeger ; and $1,776,788, $1,501,189,
and $1,384,520, for Mr. Cerda. See the information appearing in note 14 to our consolidated financial
statements included as part of our Annual Report on Form 10-K for the fiscal year ended
December 28, 2019 for certain assumptions made in the valuation of stock and option awards.
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(4)

(5)

(6)

(7)

Represents a sign on bonus paid to Mr. Hartsfield upon hire to compensate him for unvested
equity left behind at prior employer.
Represents amounts paid in 2020, 2019 and 2018, respectively under the Company’s SEICP for
performance in the fiscal years ended December 28, 2019, December 29, 2018, and
December 30, 2017, as applicable.
Includes 401(k) matching contributions for each of our named executive officers. Excludes medical,
group life insurance and certain other benefits received by the named executive officers that are
available generally to all of our salaried employees. Mr. Hartsfield’s amount also includes $68,997 in
travel and lodging expenses, including airfare and expenses for use of our corporate apartment,
related to travel between his home and the Company’s office in Massachusetts. Mr. Cerda’s
includes a vacation payout of $37,350, which was made upon the termination of his employment.
Mr. Hartsfield’s employment commenced on September 3, 2019. The amount reported in the
Salary column represents his base salary earned in fiscal 2019 from iRobot and the amount
reported in the Non-Equity Incentive Plan Compensation column reflects his pro-rated bonus for
fiscal 2019.
Mr. Cerda’s employment with the Company terminated on September 30, 2019 and the amount
reported in the Salary column represents his salary earned in fiscal 2019 through the date of
termination.

2019 Pay Ratio
Under the Dodd-Frank Wall Street Reform and Consumer Protection Act, the Company is
required to disclose the annual total compensation of our median employee (excluding our chief
executive officer), the annual total compensation of our principal executive officer, Chairman of the
board of directors and chief executive officer, Colin M. Angle, and the ratio of these two amounts.
In 2019, there was no change in our employee population or employee compensation
arrangements that we believe would significantly impact the pay ratio. Accordingly, for purposes of
calculating the pay ratio set forth below, we used the same median employee we identified for
purposes of our 2018 pay ratio. The Company employed 1,032 employees as of December 29, 2018,
when we identified the median employee in 2018.
In evaluating whether to re-determine the “median employee” for 2019, we concluded that
changes to the employee population and employee compensation programs would not result in a
significant change to the Company’s pay ratio disclosure. In particular, we considered the increase in
headcount in fiscal 2019, but determined that there was an overall equal distribution of newly hired
employees above and below the median during the fiscal year. Accordingly, we believe that we may
continue to use the previously-determined “median employee.” The Company employed 1,128
employees at the end of fiscal 2019, December 28, 2019.
A Consistently Applied Compensation Measure was used to identify the median employee based on
the sum of base pay/regular wages, overtime, bonus, commissions and equity grant date fair value. The
Company elected to include bonus payments and equity awards given the broad participation rates in
these programs across the employee population. Annualized salary rates for full-time employees and
hourly pay rates and actual hours worked were used as reasonable estimates of salary/ wages.
Using the compiled data, the Company determined that the 2019 annual total compensation of
our median employee as of December 29, 2018 was $109,610 and Mr. Angle’s annual total
compensation for 2019 was $6,728,555 both of which were calculated in accordance with Item 402(c)
of Regulation S-K. The ratio of these amounts was 61:1.
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(3)

Grants of Plan-Based Awards in 2019
The following table sets forth, for each of the named executive officers, information about grants
of plan-based awards during fiscal year 2019:
GRANTS OF PLAN-BASED AWARDS — 2019

Threshold
(#)

Target
(#)

Maximum
(#)

All Other
Stock
Awards:
Number
of Shares
of Stock
or Units
(#)(3)

—
—
11,360

—
—
22,720

—
—
45,440

—
22,720
—

—
2,776,384
2,776,384

800,000
—
—

—
—
3,408

—
—
6,816

—
—
13,632

—
6,816
—

—
832,915
832,915

266,500
—
—

533,000
—
—

—
—
2,499

—
—
4,998

—
—
9,996

—
4,998
—

—
610,756
610,756

32,500
—
—

260,000
—
—

520,000
—
—

—
—
2,726

—
—
5,452

—
—
10,904

—
5,452
—

—
666,234
666,234

—
9/6/2019

9,643
—
—

77,143
—
—

154,286
—
—

—
—

—
—

—
31,683
—

—
1,968,782
—

—
3/8/2019
3/8/2019

62,500
—
—

400,000
—
—

800,000
—
—

—
—
3,635

—
—
14,540

—
7,270
—

—
888,394
888,394

Estimated Future Payouts Under
Non-Equity Incentive Plan
Awards(1)
Grant
Date

Threshold
($)

Colin M. Angle

—
3/8/2019
3/8/2019

113,438
—
—

Alison Dean

—
3/8/2019
3/8/2019

50,000
—
—

400,000
—
—

Glen Weinstein

—
3/8/2019
3/8/2019

33,313
—
—

Tim Saeger

—
3/8/2019
3/8/2019

Keith Hartsfield

Christian Cerda

Name

(1)

(2)

(3)

Target
($)

Maximum
($)

907,500 1,815,000
—
—
—
—

Estimated Future Payouts Under
Equity Incentive Plan
Awards(2)

—
—
7,270

Grant
Date Fair
Value of Stock
and Option
Awards
($)

This reflects the threshold, target and maximum incentive cash payout levels established under
our SEICP. The actual amounts paid for fiscal year 2019 are disclosed in the “Non-Equity Incentive
Plan Compensation” column of the Summary Compensation Table.
This reflects the threshold, target and maximum equity incentive payout levels associated with
PSUs made pursuant to our 2018 Stock Option and Incentive Plan, which amounts will be payable
in shares of our common stock, if the performance metrics are achieved under the terms of the
awards.
All stock awards granted were made pursuant to our 2018 Stock Option Incentive Plan.
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The following table sets forth, for each of the named executive officers, information about
unexercised option awards and other unvested equity awards that were held as of December 28, 2019.
OUTSTANDING EQUITY AWARDS AT FISCAL YEAR END — 2019
Option Awards

Name

Colin M. Angle

Alison Dean

Grant
Date

3/8/2013
3/7/2014
6/6/2014 (2)
3/6/2015
6/5/2015
3/11/2016
6/10/2016
3/10/2017
3/9/2018
3/8/2019

Equity Incentive Plan

Number of
Securities
Underlying
Unexercised
Options (#)
Exercisable

Number of
Securities
Underlying
Unexercised
Options (#)
Unexercisable
(1)

Option
Exercise
Price
($)

Option
Expiration
Date

36,175
15,475
19,700
23,238
23,350
33,762
27,082
—
—
—

—
—
—
—
—
2,251
3,868
—
—
—

22.86
43.35
35.43
34.30
32.38
33.14
37.62
—
—
—

3/8/2020
3/7/2021
6/6/2021
3/6/2022
6/5/2022
3/11/2023
6/10/2023
—
—
—

868
1,493
—
—
—

34.30
32.38
33.14
37.62
—
—
—

3/6/2022
6/5/2022
3/11/2023
6/10/2023

3/6/2015
6/5/2015
3/11/2016
6/10/2016
3/10/2017
3/9/2018
3/8/2019

534
1,075
3,472
2,987
—
—
—

Glen D. Weinstein 3/7/2014
3/6/2015
6/5/2015
3/11/2016
6/10/2016
3/10/2017
3/9/2018
3/8/2019

2,813
2,324
4,675
7,969
6,410
—
—
—

531
915
—
—
—

43.35
34.30
32.38
33.14
37.62
—
—
—

18,350
962
831
—
—

240
415
—
—

29.60
33.14
37.62
—
—

—

—

—

Tim Saeger

9/4/2015
3/11/2016
6/10/2016
3/10/2017
3/9/2018
3/8/2019

Keith Hartsfield

9/6/2019

Number
of
Shares or
Units of
Stock That
Have Not
Vested
(#)(3)

Equity
Equity
Incentive Plan
Incentive Plan
Awards;
Market Value
Awards;
Market or
of
Number of
Payout Value
Shares or
Unearned
of Unearned
Units of
Shares, Units Shares, Units
Stock
or Other
or Other
That Have
Rights That
Rights That
Not
Have Not
Have Not
Vested
Vested
Vested
($)(4)
(#)(5)
($)(4)

—
—
—

—
—
—

—
12,433
—
18,112
21,859
22,720

—
649,033
—
945,446
1,141,040
1,185,984

—
—
4,795
—
6,250
7,458
6,816

—
—
250,299
—
326,250
389,308
355,795

3/7/2021
3/6/2022
6/5/2022
3/11/2023
6/10/2023
—
—
—

—
—
—
2,937
—
3,887
5,143
4,998

—
—
153,311
—
202,901
268,465
260,896

9/4/2022
3/11/2023
6/10/2023

—
1,333
—
4,137
3,857

—
69,583
—
215,951
201,335

2,571

134,206

5,452

284,594

2,726

142,297

31,683

1,653,853

—

—

—
—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

14,573
11,360

760,711
592,992

—
—
—
—

—
—
—
—

4,972
3,408

259,538
177,898

—
—
—
—
—

—
—
—
—
—

3,429
2,499

178,994
130,448

—
—
—

—
—
—
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Outstanding Equity Awards at Fiscal Year End

(1)

(2)
(3)
(4)
(5)
(6)

Except as otherwise noted, stock option grants vest over a four-year period, at a rate of twentyfive percent (25%) on the first anniversary of the grant date, and the remainder in equal quarterly
installments thereafter.
Stock options granted on June 6, 2014 vest at a rate of twenty-five percent (25%) on March 7,
2015, and the remainder in equal quarterly installments over the following three-year period.
RSU awards vest over a four-year period, at a rate of twenty-five percent (25%) on each
anniversary of the grant date.
Amounts disclosed in this column were calculated based on the closing price of our common
stock on December 27, 2019, the last business date of the fiscal year ended December 28, 2019.
PSU awards will be earned and vest at the end of a three-year cumulative period. For additional
information on the PSU awards, see the section above entitled “Compensation Discussion and
Analysis — Elements of Compensation — Long-Term Incentives.”

Option Exercises and Stock Vested
The following table sets forth, for each of the named executive officers, information with respect
to the exercise of stock options and the vesting of RSU awards and PSUs during the year ended
December 28, 2019.
OPTION EXERCISES AND STOCK VESTED — 2019
Option Awards

Name

Number of
Shares
Acquired on
Exercise(#)

Stock Awards

Value
Realized on
Exercise($)
(1)

Colin M. Angle
Alison Dean

5,374

677,785

Glen D. Weinstein
Tim Saeger
Keith Hartsfield
Christian Cerda
(1)

(2)

Number of Shares
Acquired on
Vesting(#)

Value
Realized on
Vesting($)
(2)

63,343

7,806,458

23,569

2,904,599

14,394

1,773,466

8,547

1,023,060

16,105

1,431,457

14,089

1,153,353

26,732

3,240,589

Amounts disclosed in this column were calculated based on the difference between the fair
market value of our common stock on the date of exercise and the exercise price of the options
in accordance with regulations promulgated under the Exchange Act.
Amounts disclosed in this column were calculated based on the fair market value of the shares on
the date of settlement following vesting.

Potential Benefits Upon Termination or Change in Control
Severance and Change in Control Arrangements in General
The Company has entered into executive agreements with each of the named executive officers,
the terms of which are described in further detail in the “Compensation Discussion and Analysis”
section above.
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Assuming the employment of our named executive officers was terminated without cause (not in
connection with a change in control) on December 28, 2019, our named executive officers would be
entitled to cash payments in the amounts set forth opposite their names in the table below, subject to
any deferrals required under Section 409A of the Code. Mr. Cerda has been omitted from this table
because his employment with the Company terminated on September 30, 2019 and he did not receive
any severance payments or benefits in connection with such termination.
Continuation of
Health Plan
Premium
Payments ($)

Base
Salary
($)

Colin M. Angle
Alison Dean
Glen D. Weinstein
Tim Saeger
Keith Hartsfield

412,500
250,000
205,000
200,000
200,000

Total ($)

15,220
13,283
13,283
8,008
15,220

427,720
263,283
218,283
208,008
215,220

Assuming the employment of our named executive officers was terminated by the Company
without cause during the period beginning on the date that is 45 days prior to the date of the public
announcement of the execution of a definitive agreement for a change in control and ending on the
first anniversary of the effective date of the change in control, or such officers resigned with good
reason during the one-year period following a change in control and that such termination or
resignation occurred on December 28, 2019, our named executive officers would be entitled to cash
payments in the amounts set forth opposite their names in the below table, subject to any delay in
payment required under Section 409A of the Code, and acceleration of vesting as set forth in the table
below. The total amount payable to each executive officer may be subject to reduction in certain
circumstances if the amount would cause the executive officer to incur an excise tax under Section
4999 of the Code. The following table provides the market value (that is, the value based upon our
stock price on December 27, 2019, minus the exercise price, if any) of stock options and RSUs or PSUs
that would become exercisable or vested as a result of these acceleration events as of December 28,
2019.

Name

Colin M. Angle
Alison Dean
Glen Weinstein
Tim Saeger
Keith Hartsfield

Base
Salary
($)

Bonus
($)

1,650,000 1,815,000
1,000,000
800,000
820,000
533,000
800,000
520,000
800,000
480,000

Continuation
of Health
Market
Plan
Value of
Premium
Stock
Payments
Options
($)
($)

60,879
53,132
53,132
32,032
60,879

99,300
38,312
23,462
10,625

Market
Value of
RSUs and
PSUs
($)

Total
($)

8,519,823
2,849,024
1,910,311
1,756,478
1,653,853

12,145,002
4,470,468
3,339,905
3,119,135
2,994,732
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Cash Payments and/or Acceleration of Vesting Following Certain Termination Events

In connection with our efforts to attract and retain highly-qualified individuals to serve on our
board of directors, we maintain a cash and equity compensation policy for our non-employee
members of our board of directors. In fiscal year 2019, each non-employee member of our board of
directors was entitled to the following cash compensation:
Annual retainer for Board membership

$ 55,000

Annual retainer for lead independent director

$ 25,000

Audit Committee

200,000

Annual retainer for committee membership

$ 12,500

Additional retainer for committee chair

$ 12,500

Compensation and Talent Committee
Annual retainer for committee membership

$ 10,000

Additional retainer for committee chair

$ 10,000

Nominating and Corporate Governance Committee
Annual retainer for committee membership

$ 5,000

Additional retainer for committee chair

$ 5,000

Pursuant to our Non-employee Directors’ Deferred Compensation Program, each non-employee
director may elect in advance to defer the receipt of these cash fees. During the deferral period, the
cash fees will be deemed invested in stock units. The deferred compensation will be settled in shares of
our common stock upon the termination of service of the director or such other time as may have been
previously elected by the director. The shares will be issued from our 2018 Plan or a subsequent stock
option and incentive plan approved by our stockholders.
In 2019, each of our non-employee members of our board of directors was entitled to the
following equity compensation:
At the end of the tenth week of the fiscal quarter in which our annual meeting of stockholders
occurs, each re-elected non-employee director receives a grant of RSUs having a fair market value of
$175,000, which vests in full on the first anniversary of such grant.
All of our directors are reimbursed for reasonable out-of-pocket expenses incurred in attending
meetings of the board of directors.
Director Compensation
The following table provides compensation information for the fiscal year ended December 28,
2019 for each non-employee member of our board of directors. The table excludes Mr. Angle, who is a
Named Executive Officer of the Company and did not receive any additional compensation for his
service as director in 2019.
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Fees Earned or
Paid in Cash
($)

Name

Mohamad Ali (1)
Michael Bell
Deborah G. Ellinger
Elisha Finney
Ruey-Bin Kao
Eva Manolis (2)
Andrew Miller
Michelle V. Stacy

(1)
(2)
(3)

76,606
76,784
74,819
77,500
64,078
29,436
85,000
65,000

Stock Awards
($)(3)

Total ($)

174,994
174,994
174,994
174,994
174,994
174,986
174,994
174,994

251,600
251,779
249,813
252,494
239,072
204,422
259,994
239,994

Mr. Ali deferred all of his 2019 cash compensation pursuant to our Non-employee Directors’
Deferred Compensation Program under which he received stock units in lieu of cash.
Ms. Manolis was elected to the board of directors in July 2019 and received a stock award in
September connected with her election.
Represents the grant date fair value of RSUs awarded in the fiscal year ended December 28,
2019 in accordance with ASC Topic 718 disregarding any estimates of forfeitures. The grant date
fair value is the fair market value of our common stock on the date of grant multiplied by the
number of shares of common stock underlying such RSU award.

The non-employee members of our board of directors who held such position on December 28,
2019 held the following aggregate number of unvested RSUs as of such date:
Number of
Unvested
Restricted
Stock
Units

Name

Mohamad Ali
Michael Bell
Deborah G. Ellinger
Elisha Finney
Ruey-Bin Kao
Eva Manolis
Andrew Miller
Michelle V. Stacy

1,910
3,371
1,910
3,828
3,950
2,816
2,849
1,910

Transactions with Related Persons
Mr. Miller has served as a member of our board of directors since September 2017 and served as
the Chief Financial Officer of PTC Inc. (“PTC”), which provided engineering software and cloud services
to the Company, until May 2019. In fiscal year 2019, the Company paid to PTC approximately
$513,577 in consideration for these services.
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DIRECTOR COMPENSATION TABLE — 2019

Other than the payments to PTC described above and the compensation agreements and other
arrangements which are described in the “Compensation Discussion and Analysis” section of this Proxy
Statement, in 2019, there was no transaction or series of similar transactions to which we were or will
be a party in which the amount involved exceeded or will exceed $120,000 and in which any director,
executive officer, holder of five percent or more of any class of our capital stock or any member of their
immediate family had or will have a direct or indirect material interest.
Our board of directors has adopted a written related party transaction approval policy, which
sets forth our policies and procedures for the review, approval or ratification of any transaction
required to be reported in our filings with the SEC. Our policy with regard to related party transactions
is that all related party transactions are to be reviewed by our general counsel, who will determine
whether the contemplated transaction or arrangement requires the approval of the board of directors,
the nominating and corporate governance committee, both or neither.
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RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM
The audit committee of the board of directors has retained PricewaterhouseCoopers LLP (“PwC”),
independent registered public accounting firm, to serve as independent registered public accountants
for our 2020 fiscal year. PwC has served as our independent registered public accounting firm since
1999. The Company is asking stockholders to ratify the selection by the audit committee of the board
of directors of PwC as our independent auditors for the 2020 fiscal year. Although
ratification by the stockholders is not required by law, the board of directors has determined that it is
desirable to request approval of this selection by the stockholders as a matter of good corporate
governance. In the event the stockholders fail to ratify the appointment of PwC, the audit committee
will consider this factor when making any determinations regarding PwC.
Independence and Quality
As provided in the audit committee charter, the audit committee is directly responsible for the
appointment, compensation, retention and oversight of the work of the independent auditors for the
purpose of preparing or issuing an audit report or performing other audit, review or attest services for
the company. Each year, the audit committee considers whether to retain PwC and whether such
service continues to be in the best interests of the Company and our stockholders. Among other things,
the audit committee considers:
•
•
•

•

•

the quality and scope of the audit;
the independence of PwC;
the performance of the lead engagement partner, the number of people staffed on the
engagement team, and the quality of the engagement team, including the quality of the
audit committee’s ongoing communications with and the capability and expertise of the
team;
PwC’s tenure as our independent auditor and its familiarity with our global operations
and business, accounting policies and practices, and internal controls over financial
reporting; and
external data relating to audit quality and performance, including recent PCAOB
inspection reports available for PwC.

Based on this evaluation, the members of the audit committee and the board of directors believe that
PwC is independent and that it is in the best interests of the Company and its stockholders to retain
PwC to serve as its independent auditors for the fiscal year 2020.
The audit committee is also responsible for selecting the lead engagement partner. The rules of
the SEC and PwC’s policies require mandatory rotation of the lead engagement partner every five
years. In 2015, the audit committee selected a new lead engagement partner to begin in the 2016
fiscal year. During 2015, the audit committee, including the chair of the audit committee, were directly
involved in the selection of the new lead engagement partner. The process for selecting a new lead
engagement partner was fulsome and allowed for thoughtful consideration of multiple candidates,
each of whom met a list of specified criteria. The process included discussions between the chair of the
audit committee and PwC as to all of the final candidates under consideration for the position,
meetings with the full audit committee and management, and robust interviews with the final
candidates.
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PROPOSAL 2

Pre-Approval of Audit and Non-audit Services
The audit committee has implemented procedures under our audit committee pre-approval
policy for audit and non-audit services (the “Pre-Approval Policy”) to ensure that all audit and
permitted non-audit services to be provided to us have been pre-approved by the audit committee.
Specifically, the audit committee pre-approves the use of PwC for specified audit and non-audit
services, within approved monetary limits. If a proposed service has not been pre-approved pursuant to
the Pre-Approval Policy, then it must be specifically pre-approved by the audit committee before it may
be provided by PwC. Any pre-approved services exceeding the pre-approved monetary limits require
specific approval by the audit committee. For additional information concerning the audit committee
and its activities with PwC, see “The Board of Directors and Its Committees” and “Report of the Audit
Committee of the Board of Directors.”
Representatives of PwC attended all of the standard audit committee meetings in 2019. We
expect that a representative of PwC will attend the annual meeting, and the representative will have an
opportunity to make a statement if he or she so desires. The representative will also be available to
respond to appropriate questions from stockholders.
PricewaterhouseCoopers LLP Fees
The following table shows the aggregate fees for professional services rendered by PwC to us during
the fiscal years ended December 28, 2019 and December 29, 2018.

Audit Fees

$

Audit-Related Fees
Tax Fees
All Other Fees
Total

$

2019

2018

1,379,133 $

1,789,328

19,080

5,381

695,413

396,272
213,879

1,800
2,052,176 $

2,404,860

Audit Fees
Audit Fees for both years consist of fees for professional services associated with the annual
consolidated financial statements audit, statutory filings, consents and assistance with and review of
documents filed with the SEC.
Audit-Related Fees
Consists of fees associated with services related to review of accounting for significant
transactions and other services that were reasonably related to the performance of audits or reviews of
our financial statements and were not reported above under “Audit Fees.”
Tax Fees
Tax Fees consist of fees for professional services rendered for assistance with federal, state, local
and international tax planning and compliance.

Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement

64

All other fees include licenses to technical accounting research software and fees associated with
services to perform an assessment of compliance with global privacy laws. The audit committee has
determined that the provision of services described above to us by PwC is compatible with maintaining
their independence.
Recommendation of the Board
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU
VOTE “FOR” THE RATIFICATION OF PRICEWATERHOUSECOOPERS LLP
AS IROBOT’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR FISCAL 2020.
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All Other Fees

PROPOSAL 3
APPROVAL OF AMENDMENTS TO OUR AMENDED AND RESTATED CERTIFICATE OF
INCORPORATION TO ELIMINATE SUPERMAJORITY VOTING REQUIREMENTS
At our 2014 annual meeting of stockholders, our stockholders voted to request that our board of
directors take the steps necessary so that each voting requirement in our existing amended and
restated certificate of incorporation (the “Existing Certificate”) and by-laws that calls for a greater than
a simple majority vote be eliminated and replaced by a majority voting standard.
In each year from 2015 to 2019, our nominating and corporate governance committee and our
board of directors determined it was appropriate to propose the amendments described below, and
included the proposal described below in our Proxy Statement for the respective annual meeting. As
detailed in the table below, despite receiving the affirmative votes of a majority of holders of the
outstanding shares at each respective annual meeting, in each year the proposal failed to receive the
affirmative vote of holders of 75% of the outstanding shares, which is required for approval.
Our board of directors continues to believe that the amendments to the Existing Certificate
described below and set forth in the Certificate of Amendment attached to this Proxy Statement as
Annex A are in the best interests of the Company’s stockholders, and, in light of the strong support
received at the 2015 to 2019 annual meetings, our board of directors has unanimously adopted a
resolution approving and declaring the advisability of the Certificate of Amendment, which changes
the voting provisions in the Existing Certificate as follows:
Removal of Directors; Article VI, Section 5 - Currently, the approval of the holders of 75% or more
of the shares of the Company entitled to vote at an election of directors is required to remove a
director from office prior to the expiration of his or her term with cause. If this proposal is approved,
stockholders will have the ability to remove a director from office prior to the expiration of his or her
term with cause and the affirmative vote of a majority of the shares of the Company entitled to vote at
an election of directors, which is the lowest allowable vote threshold under Delaware law; provided,
however, that if Proposal 4 is approved by stockholders, the ability to remove will be without cause.
By-law Amendments; Article VIII, Section 2 - Currently, the Existing Certificate allows stockholders
to amend or repeal our by-laws if at least 75% of the shares of the Company entitled to vote on such
matter vote in favor of the amendment or repeal. If this proposal is approved, stockholders will have the
ability to amend our by-laws with the affirmative vote of a majority of the shares cast and entitled to
vote on such matter (with “abstentions,” “broker non-votes,” and “withheld” votes not counted as a vote
either “for” or “against” such amendment or repeal).
Amendments to Certain Provisions of the Certificate of Incorporation; Article IX - Currently, the
approval of at least 75% of the shares of the Company entitled to vote on such matter is required to
amend or repeal Articles V, VI, VII, VIII or IX of the Existing Certificate, which address, among other
things, actions by written consent of stockholders, special meetings of stockholders requirements and
procedures for electing and removing board members and filling vacancies, limitation of liability of
directors, by-law amendments, and amendments of the Existing Certificate. If this proposal is
approved, the threshold approval for stockholders to amend or repeal these provisions will be a vote of
the majority of the outstanding shares of the Company entitled to vote on such amendment or repeal,
which is the lowest allowable vote threshold under Delaware law.
This description of the proposed amendments to our Existing Certificate is a summary and is
qualified by the full text of the proposed Certificate of Amendment to our Existing Certificate, which is
attached to this Proxy Statement as Annex A and is incorporated herein by reference.
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Recommendation of the Board
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE “ FOR ”
APPROVAL OF AMENDMENTS TO OUR AMENDED AND RESTATED CERTIFICATE OF
INCORPORATION TO ELIMINATE SUPERMAJORITY VOTING REQUIREMENTS.
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To be approved, the proposed Certificate of Amendment requires an affirmative vote of holders
of 75% of the outstanding shares entitled to vote on the record date. If approved, the Certificate of
Amendment will become effective upon filing with the Secretary of State of the State of Delaware,
which we would do promptly after the annual meeting.

PROPOSAL 4
APPROVAL OF AMENDMENTS TO OUR AMENDED AND RESTATED CERTIFICATE OF
INCORPORATION TO DECLASSIFY THE BOARD OF DIRECTORS
At our 2015 annual meeting of stockholders, our stockholders voted to request that our board of
directors take the steps necessary to reorganize the board of directors into one class with each
director subject to election each year. As part of the request, our stockholders proposed that the
Company would have the option to phase such declassification in over three years.
In 2016, our board of directors, after carefully considering the advantages and disadvantages of
reorganizing the board of directors into one class with each director subject to election each year,
unanimously adopted a resolution approving and declaring the advisability of amendments to our
Existing Certificate that would declassify our board of directors over a three-year period and provide
for the annual election of all of our directors commencing at the 2017 annual meeting, subject to
obtaining approval of such amendments by our stockholders at the 2016 annual meeting.
Despite receiving the affirmative votes of holders of a majority of the outstanding shares at the
2016 annual meeting, the proposal failed to receive the affirmative vote of holders of 75% of the
outstanding shares, which is the required threshold for approval of the proposal.
In 2017, 2018 and 2019, our board of directors, after further careful consideration, unanimously
adopted a resolution approving and declaring the advisability of amendments to our Existing
Certificate that would immediately declassify our board of directors and provide for the annual
election of all of our directors commencing at the next scheduled annual meeting, subject to obtaining
approval of such amendments by our stockholders. Despite receiving the affirmative votes of a majority
of holders of the outstanding shares at each respective annual meeting, in each year 2017 to 2019, the
proposal failed to receive the affirmative vote of holders of 75% of the outstanding shares, which is
required for approval. The table below details the voting results on proposals to declassify our board of
directors since 2016:
Year

For

Against

Abstentions

Broker Non-Votes

2019
2018
2017
2016

18,508,599
14,932,946
18,910,693
19,752,012

114,069
57,771
121,045
318,969

49,050
69,144
54,013
220,756

5,749,298
6,363,508
4,221,576
202,522

Our board of directors continues to believe that the amendments to the Existing Certificate
described below and set forth in the Certificate of Amendment attached to this Proxy Statement as
Annex B are in the best interests of the Company’s stockholders and has again unanimously adopted a
resolution approving and declaring the advisability of amendments to our Existing Certificate to
declassify the board o f d i r e c t o r s commencing at the 2021 annual meeting, subject to approval by
the Company’s stockholders. If this Proposal 4 is approved by the stockholders, the terms for all
directors will end at the 2021 annual meeting, and commencing with the 2021 annual meeting, all
directors will be elected for one-year terms at each subsequent annual meeting. If this Proposal 4 is
approved, any director appointed by the board of directors as a result of a newly created directorship
or to fill a vacancy would hold office until the next occurring annual meeting.
Article VI, Section 3 of our Existing Certificate currently provides that our directors are divided into
three classes, with each class serving a three-year term. Under the proposed amendments to our
Existing Certificate in this Proposal 4, Article VI, Section 3 of the Existing Certificate would be amended
to eliminate the classified board structure. If the proposed amendments are approved, commencing
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This description of the proposed amendments to our Existing Certificate is a summary and is
qualified by the full text of the proposed Certificate of Amendment to our Existing Certificate, which is
attached to this Proxy Statement as Annex B and is incorporated herein by reference.
To be approved, the proposed Certificate of Amendment requires an affirmative vote of holders
of 75% of the outstanding shares entitled to vote on the record date. If approved, the proposed
Certificate of Amendment will become effective upon filing with the Secretary of State of the State of
Delaware, which we would do promptly after the annual meeting.
Recommendation of the Board
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE “ FOR” THE
APPROVAL OF AMENDMENTS TO OUR AMENDED AND RESTATED CERTIFICATE OF
INCORPORATION TO DECLASSIFY THE BOARD OF DIRECTORS.
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with the 2021 annual meeting of stockholders, all directors will stand for election for one-year terms
expiring at the next succeeding annual meeting of stockholders. In all cases, each director will hold
office until his or her successor is duly elected and qualified or until his or her earlier resignation or
removal. Any director appointed to the board of directors to fill a vacancy following the 2021 annual
meeting of stockholders will hold office for a term expiring at the next annual meeting of stockholders
following such appointment. Corresponding changes related to the declassification of the board will
be made to Article VI, Section 4 of the Existing Certificate pertaining to vacancies on the board of
directors. Article VI, Section 5 of the Existing Certificate, which currently provides that directors may be
removed by stockholders only for cause, will also be amended to allow for removal of directors without
cause. If the stockholders do not approve this Proposal 4, our board of directors will remain classified
and our directors will continue to be subject to the classifications set forth in our Existing Certificate.

PROPOSAL 5
APPROVAL OF AMENDMENT TO OUR AMENDED AND RESTATED CERTIFICATE OF
INCORPORATION TO ELIMINATE THE PROHIBITION ON STOCKHOLDERS’ ABILITY TO
CALL A SPECIAL MEETING
Our Existing Certificate and our by-laws provide that special meetings of the stockholders may
be called only by the affirmative vote of a majority of the board of directors.
As part of our board of directors’ ongoing review of corporate governance practices, the board
of directors has reviewed and considered the advantages and disadvantages of permitting
stockholders to call special meetings. Stockholder-called special meetings may divert management’s
time away from the Company’s day-to-day operations and involve significant organization,
distribution, legal and other costs, which may ultimately be counter to the best interest of the
Company’s stockholders as a whole. The board of directors also recognizes that the ability to call
special meetings would allow stockholders to convene to vote on matters outside of the annual
meeting that are important to the Company’s growth and success. As a result, our board of directors
believes that stockholders, or groups of stockholders, owning at least 25% of the Company’s
outstanding common stock (the “Requisite Threshold”) should have the ability to call special meetings.
In 2017, 2018 and 2019, our board of directors unanimously adopted a resolution approving and
declaring the advisability of an amendment to our Existing Certificate to eliminate the prohibition on
stockholders’ ability to call a special meeting, subject to obtaining approval of such amendments by
our stockholders.
As detailed in the table below, despite receiving the affirmative votes of a majority of holders of
the outstanding shares at the 2017, 2018 and 2019 annual meetings, the proposal failed to receive the
affirmative vote of holders of 75% of the outstanding shares, which is the required threshold for
approval of the proposal.
Year

For

Against

Abstentions

Broker Non-Votes

2019
2018
2017

18,450,183
14,945,267
18,948,123

119,269
62,032
97,937

102,266
52,562
39,691

5,749,298
6,363,508
4,221,576

Our board of directors continues to believe that the amendment to the Existing Certificate to
eliminate the prohibition on stockholders’ ability to call a special meeting is in the best interests of the
Company’s stockholders and has again unanimously adopted a resolution approving and declaring
the advisability of an amendment to our Existing Certificate to remove the first sentence of Article V,
Section 2, which provides that special meetings may only be called by the affirmative vote of a majority
of the board of directors, subject to approval by the Company’s stockholders.
If this proposal is approved by the stockholders, we will make conforming amendments to our
by-laws to establish the requirements and procedures for stockholders to call special meetings (the
“By-law Amendment”). The By-law Amendment will provide that stockholders, or groups of
stockholders, holding the Requisite Threshold may direct the Company’s Secretary to call special
meetings.
The above description of the proposed amendment to our Existing Certificate is a summary and
is qualified by the full text of the proposed Certificate of Amendment to our Existing Certificate, which is
attached to this Proxy Statement as Annex C and is incorporated herein by reference.
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Recommendation of the Board
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE “FOR” APPROVAL OF AN
AMENDMENT TO OUR AMENDED AND RESTATED CERTIFICATE OF INCORPORATION TO ELIMINATE
THE PROHIBITION ON STOCKHOLDERS’ ABILITY TO CALL A SPECIAL MEETING.

Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement

71

Proxy Statement

To be approved, the proposed Certificate of Amendment requires an affirmative vote of holders
of 75% of the outstanding shares entitled to vote on the record date. If approved, the proposed
Certificate of Amendment will become effective upon filing with the Secretary of State of the State of
Delaware, which we would do promptly after the annual meeting.

PROPOSAL 6
APPROVAL OF AN AMENDMENT TO THE 2018 STOCK OPTION AND INCENTIVE PLAN
The board of directors believes that stock-based incentive awards can play an important role in
the success of the Company by encouraging and enabling the employees, officers, non-employee
directors and consultants of the Company and its subsidiaries upon whose judgment, initiative and
efforts the Company largely depends for the successful conduct of its business to acquire a proprietary
interest in the Company. The board of directors believes that providing such persons with a direct stake
in the Company assures a closer identification of the interests of such individuals with those of the
Company and its stockholders, thereby stimulating their efforts on the Company’s behalf and
strengthening their desire to remain with the Company.
The board of directors and the Company’s stockholders previously adopted the iRobot
Corporation 2018 Stock Option and Incentive Plan (the “2018 Plan”). On March 24, 2020, the board of
directors adopted an amendment to the 2018 Plan (the “Plan Amendment” and the 2018 Plan, as
amended by the Plan Amendment, the “Amended 2018 Plan”), subject to stockholder approval, to
increase the aggregate number of shares authorized for issuance under the 2018 Plan by 745,000
shares, subject to adjustment as provided for in the Amended 2018 Plan. The Plan Amendment is
designed to enhance the flexibility to grant equity awards to our officers, employees, non-employee
directors and consultants and to ensure that we can continue to grant equity awards to eligible
recipients at levels determined to be appropriate by the board of directors and/or the compensation
and talent committee. A copy of the 2018 Plan as amended by the Plan Amendment is attached as
Annex D to this Proxy Statement and is incorporated herein by reference.
We are requesting that shareholders approve the proposed Plan Amendment. If this proposal is
approved by our stockholders at the 2020 Annual Meeting, the Plan Amendment providing for the
additional 745,000 shares will become effective on the date of the 2020 Annual Meeting. If
stockholders do not approve this proposal, the proposed 745,000 additional shares will not become
available for issuance under the 2018 Plan. The 2018 Plan will otherwise remain in effect in accordance
with its terms. In such event, the board of directors will consider whether to adopt alternative
arrangements based on its assessment of our needs. We believe that the proposed share pool increase
to the 2018 Plan pursuant to the Plan Amendment is reasonable, appropriate, and in the best interests
of our stockholders.
As of March 25, 2020, there were stock options to acquire 285,638 shares of common stock
outstanding under our equity compensation plans, with a weighted average exercise price of $36.63
and a weighted average remaining term of 2.54 years. In addition, as of March 25, 2020, there were
918,722 unvested full value awards with time-based vesting and 255,996 unvested full value awards
with performance vesting outstanding at target under our equity compensation plans. Other than the
foregoing, no awards under our equity compensation plans were outstanding as of March 25, 2020. As
of March 25, 2020, there were 930,947 shares of common stock available for awards under our equity
compensation plans.
Summary of Material Features of the Amended 2018 Plan
The material features of the Amended 2018 Plan are:
• The maximum number of shares of common stock to be issued under the Amended 2018
Plan is 2,495,000;

Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement

72

•

•
•

•
•
•
•

The award of stock options (both incentive and non-qualified options), stock appreciation
rights, restricted stock, restricted stock units, unrestricted stock, cash- based awards, and
dividend equivalent rights and is permitted;
Shares tendered or held back for taxes will not be added back to the reserved pool under
the Amended 2018 Plan. Upon the exercise of a stock appreciation right that is settled in
shares of common stock, the full number of shares underlying the award will be charged
to the reserved pool. Additionally, shares we reacquire on the open market will not be
added to the reserved pool under the Amended 2018 Plan;
Stock options and stock appreciation rights will not be repriced in any manner without
stockholder approval;
The value of all awards awarded under the Amended 2018 Plan and all other cash
compensation paid by us to any non-employee director in any calendar year may not
exceed $750,000 and no more than 50,000 shares of common stock may be issued
pursuant to awards under the Amended 2018 Plan to non-employee directors in any
calendar year;
Minimum vesting of one year required for all equity awards, other than a limited number
of excepted awards under the Amended 2018 Plan;
Any dividends or dividend equivalents payable with respect to any equity award are
subject to the same vesting provisions as the underlying award;
Any material amendment to the Amended 2018 Plan is subject to approval by our
stockholders; and
The term of the Amended 2018 Plan will expire on March 23, 2028.

Based solely on the closing price of our common stock as reported by Nasdaq on March 25, 2020
and the maximum number of shares that would have been available for awards as of such date under
the Amended 2018 Plan had it been in effect on such date, the maximum aggregate market value of
the common stock that could potentially be issued under the Amended 2018 Plan is $112,674,200. The
shares of common stock underlying any awards that are forfeited, canceled or otherwise terminated,
other than by exercise, under the Amended 2018 Plan or the iRobot Corporation 2015 Stock Option
and Incentive Plan (the “2015 Plan”) will be added back to the shares of common stock available for
issuance under the Amended 2018 Plan. Shares tendered or held back upon exercise of a stock option
or settlement of an award under the Amended 2018 Plan to cover the exercise price or tax withholding
and (ii) shares subject to a stock appreciation right that are not issued in connection with the stock
settlement of the stock appreciation right upon exercise thereof, will not be added back to the shares
of common stock available for issuance under the Amended 2018 Plan. In addition, shares of common
stock repurchased on the open market will not be added back to the shares of common stock
available for issuance under the Amended 2018 Plan.
Rationale for Share Increase
The Plan Amendment is critical to our ongoing effort to build stockholder value. Equity incentive
awards are an important component of our executive and non-executive employees’ compensation.
Our compensation and talent committee and the board of directors believe that we must continue to
offer a competitive equity compensation program in order to attract, retain and motivate the talented
and qualified employees necessary for our continued growth and success.
We manage our long-term stockholder dilution by limiting the number of equity incentive awards
granted annually. The compensation and talent committee carefully monitors our annual net burn rate,
total dilution and equity expense in order to maximize stockholder value by granting only the number of
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equity incentive awards that it believes are necessary and appropriate to attract, reward and retain our
employees. Our compensation philosophy reflects broad-based eligibility for equity incentive awards
for high performing employees. By doing so, we link the interests of those employees with those of our
stockholders and motivate our employees to act as owners of the business.
Burn Rate
The following table sets forth information regarding historical awards granted and earned for the
2017 through 2019 fiscal year period, and the corresponding burn rate, which is defined as the number
of shares subject to equity-based awards granted in a year divided by the weighted average number
of shares of common stock outstanding for that year, for each of the last three fiscal years:
Share Element

2017

Stock Options Granted
Time-Based Full-Value Awards Granted
Performance-Based Full-Value Awards
Granted
Performance-Based Full-Value Awards
Vested
Total Awards Granted
Weighted average common shares
outstanding during the fiscal year
Annual Burn Rate
Three-Year Average Burn Rate

2018

2019

10,975
396,164

—
307,614

—
407,325

105,650

91,538

70,827

24,792
512,789

56,259
399,152

78,943
478,152

27,611,325 27,692,343 28,096,864
1.86%
1.44%
1.70%
1.67%

The compensation and talent committee determined the size of the increase to the reserved pool
under the Plan Amendment based on projected equity awards to anticipated new hires, projected
annual equity awards to existing employees and an assessment of the magnitude of increase that our
institutional investors and the firms that advise them would likely find acceptable. We anticipate that if
our request to increase the share reserve is approved by our stockholders, it will be sufficient to provide
equity incentives to attract, retain, and motivate employees for a period of three years or less following
the effective date of the Plan Amendment.
Summary of the Amended 2018 Plan
The following description of certain features of the Amended 2018 Plan is intended to be a
summary only. The summary is qualified in its entirety by the full text of the 2018 Plan, which was filed as
an exhibit to the Company’s Registration Statement on Form S-8 filed with the SEC on June 7, 2018 and
is incorporated herein by reference, and the Plan Amendment, which is attached hereto as Annex D.
Administration. The Amended 2018 Plan will be administered by the compensation and talent
committee. The compensation and talent committee has full power to select, from among the
individuals eligible for awards, the individuals to whom awards will be granted, to make any
combination of awards to participants, and to determine the specific terms and conditions of each
award, subject to the provisions of the Amended 2018 Plan. The compensation and talent committee
may delegate to our chief executive officer or another executive officer or a committee comprised of
the chief executive officer and another officer or officers of the Company the authority to grant awards
to employees who are not subject to the reporting and other provisions of Section 16 of the Exchange
Act and not members of the delegated committee, subject to certain limitations and guidelines.
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Director Compensation Limit. The Amended 2018 Plan provides that the value of all awards
awarded under the Amended 2018 Plan and all other cash compensation paid by the Company to any
non-employee director in any calendar year shall not exceed $750,000 and no more than 50,000
shares of common stock may be issued pursuant to awards under the Amended 2018 Plan to any
non-employee director in any calendar year.
Minimum Vesting Period. The minimum vesting period for each equity award granted under the
Amended 2018 Plan must be at least one year, provided (1) that up to 5% of the shares authorized for
issuance under the Amended 2018 Plan may be utilized for unrestricted stock awards or other equity
awards with a minimum vesting period of less than one year and (2) annual awards to non-employee
directors that occur in connection with the Company’s annual meeting of stockholders may vest on the
date of the Company’s next annual meeting of stockholders but in no event shall the vesting period for
such awards be less than 50 weeks. In addition, the administrator may grant equity awards that vest
within one year (i) if such awards are granted as substitute awards in replacement of other awards (or
awards previously granted by an entity being acquired (or assets of which are being acquired)) that
were scheduled to vest within one year or (ii) if such awards are being granted in connection with an
elective deferral of cash compensation that, absent a deferral election, otherwise would have been
paid to the grantee within the one year.
Stock Options. The Amended 2018 Plan permits the granting of (1) options to purchase common
stock intended to qualify as incentive stock options under Section 422 of the Code and (2) options that
do not so qualify. Options granted under the Amended 2018 Plan will be non-qualified options if they
fail to qualify as incentive options or exceed the annual limit on incentive stock options. Incentive stock
options may only be granted to employees of the Company and its subsidiaries. Non-qualified options
may be granted to any persons eligible to receive incentive options and to non-employee directors and
consultants. The option exercise price of each option will be determined by the compensation and
talent committee but may not be less than 100% of the fair market value of the common stock on the
date of grant. Fair market value for this purpose will be the last reported sale price of the shares of
common stock on Nasdaq on the date immediately preceding the grant date. The exercise price of an
option may not be reduced after the date of the option grant, other than to appropriately reflect
changes in our capital structure.
The term of each option will be fixed by the compensation and talent committee and may not
exceed ten years from the date of grant. The compensation and talent committee will determine at
what time or times each option may be exercised. Options may be made exercisable in installments
and the exercisability of options may be accelerated by the compensation and talent committee. In
general, unless otherwise permitted by the compensation and talent committee, no option granted
under the Amended 2018 Plan is transferable by the optionee other than by will or by the laws of
descent and distribution or pursuant to a domestic relations order, and options may be exercised
during the optionee’s lifetime only by the optionee, or by the optionee’s legal representative or
guardian in the case of the optionee’s incapacity.
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Eligibility; Plan Limits. All full-time and part-time officers, employees, non-employee directors and
consultants are eligible to participate in the Amended 2018 Plan, subject to the discretion of the
administrator. As of March 25, 2020, approximately 1,161 individuals would have been eligible to
participate in the Amended 2018 Plan had it been effective on such date, which includes six executive
officers, 1,147 employees who are not executive officers, and eight non-employee directors. There are
certain limits on the number of awards that may be granted under the Amended 2018 Plan. For
example, no more than 2,495,000 shares of common stock may be granted in the form of incentive
stock options.

Upon exercise of options, the option exercise price must be paid in full either in cash, by certified
or bank check or other instrument acceptable to the compensation and talent committee or by
delivery (or attestation to the ownership) of shares of common stock that are beneficially owned by the
optionee and that are not subject to risk of forfeiture. Subject to applicable law, the exercise price may
also be delivered to the Company by a broker pursuant to irrevocable instructions to the broker from
the optionee. In addition, the compensation and talent committee may permit non-qualified options to
be exercised using a net exercise feature which reduces the number of shares issued to the optionee by
the number of shares with a fair market value equal to the exercise price.
To qualify as incentive options, options must meet additional federal tax requirements, including
a $100,000 limit on the value of shares subject to incentive options that first become exercisable by a
participant in any one calendar year.
Stock Appreciation Rights. The compensation and talent committee may award stock
appreciation rights subject to such conditions and restrictions as the compensation and talent
committee may determine. Stock appreciation rights entitle the recipient to cash or shares of common
stock equal to the value of the appreciation in the stock price over the exercise price. The exercise
price is the fair market value of the common stock on the date of grant. The term of a stock
appreciation right may not exceed ten years.
Restricted Stock. The compensation and talent committee may award shares of common stock to
participants subject to such conditions and restrictions as the compensation and talent committee
may determine. These conditions and restrictions may include the achievement of certain performance
goals and/or continued employment with us through a specified restricted period. During the vesting
period, restricted stock awards may be credited with dividend equivalent rights (but dividend
equivalents payable with respect to restricted stock awards shall not be paid unless and until the
applicable performance goals are attained and/or the continued employment periods are completed).
Restricted Stock Units. The compensation and talent committee may award restricted stock units
to participants. Restricted stock units are ultimately payable in the form of cash or shares of common
stock subject to such conditions and restrictions as the compensation and talent committee may
determine. These conditions and restrictions may include the achievement of certain performance
goals and/or continued employment with the Company through a specified vesting period. In the
compensation and talent committee’s sole discretion, it may permit a participant to make an advance
election to receive a portion of his or her future cash compensation otherwise due in the form of a
restricted stock unit award, subject to the participant’s compliance with the procedures established by
the compensation and talent committee and requirements of Section 409A of the Code. During the
deferral period, the deferred stock awards may be credited with dividend equivalent rights.
Unrestricted Stock Awards. The compensation and talent committee may also grant shares of
common stock which are free from any restrictions under the Amended 2018 Plan. Unrestricted stock
may be granted to any participant in recognition of past services or other valid consideration and may
be issued in lieu of cash compensation due to such participant.
Dividend Equivalent Rights. The compensation and talent committee may grant dividend
equivalent rights to participants, which entitle the recipient to receive credits for dividends that would
be paid if the recipient had held specified shares of common stock. Dividend equivalent rights granted
as a component of another award (other than a stock option or stock appreciation right) may be paid
only if the related award becomes vested. Dividend equivalent rights may not be granted as a
component of a stock option or stock appreciation right award. Dividend equivalent rights may be
settled in cash, shares of common stock or a combination thereof, in a single installment or
installments, as specified in the award.
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Change of Control Provisions. The Amended 2018 Plan provides that upon the effectiveness of a
“sale event,” as defined in the Amended 2018 Plan, all awards will terminate in connection with a sale
event unless they are assumed, substituted, or continued by the successor entity. To the extent the
parties to the sale event do not provide for awards under the Amended 2018 Plan to be assumed,
substituted or continued by the successor entity, awards of stock options and stock appreciation rights
will become exercisable prior to their termination. In addition, the Company may make or provide for
payment, in cash or in kind, to participants holding options and stock appreciation rights equal to the
difference between the per share cash consideration and the exercise price of the options or stock
appreciation rights. The compensation and talent committee shall also have the option to make or
provide for a payment, in cash or in kind, to grantees holding other awards in an amount equal to the
per share cash consideration multiplied by the number of vested shares under such awards. Unless
otherwise determined by our board of directors, any repurchase rights or other rights of the Company
that relate to an award will continue to apply to consideration (including cash) that has been
substituted, assumed, amended or paid in connection with a sale event.
Adjustments for Stock Dividends, Stock Splits, Etc. The Amended 2018 Plan requires the
compensation and talent committee to make appropriate adjustments to the number of shares of
common stock that are subject to the Amended 2018 Plan, to certain limits in the Amended 2018 Plan,
and to any outstanding awards to reflect stock dividends, stock splits, extraordinary cash dividends and
similar events.
Tax Withholding. Participants in the Amended 2018 Plan are responsible for the payment of any
federal, state or local taxes that the Company is required by law to withhold upon the exercise of
options or stock appreciation rights or vesting of other awards. Subject to approval by the
compensation and talent committee, participants may elect to have their tax withholding obligations
satisfied by authorizing the Company to withhold shares of common stock to be issued pursuant to
exercise or vesting. The compensation and talent committee may also require awards to be subject to
mandatory share withholding up to the required withholding amount.
Amendments and Termination. The board of directors may at any time amend or discontinue the
Amended 2018 Plan and the compensation and talent committee may at any time amend or cancel
any outstanding award for the purpose of satisfying changes in the law or for any other lawful purpose.
However, no such action may adversely affect any rights under any outstanding award without the
holder’s consent. To the extent required under Nasdaq rules, any amendments that materially change
the terms of the Amended 2018 Plan will be subject to approval by our stockholders. Amendments shall
also be subject to approval by our stockholders if and to the extent determined by the compensation
and talent committee to be required by the Code to preserve the qualified status of incentive options.
Effective Date of Plan. The 2018 Plan was originally approved by our board of directors on
March 26, 2018, and approved by our stockholders on May 23, 2018. The Plan Amendment was
approved by the board of directors on March 24, 2020. Awards of incentive options may be granted
under the Amended 2018 Plan until March 23, 2028. No other awards may be granted under the
Amended 2018 Plan after the date that is ten years from the date of stockholder approval of the Plan
Amendment.
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Cash-Based Awards. The compensation and talent committee may grant cash bonuses under the
Amended 2018 Plan to participants. The cash bonuses may be subject to the achievement of certain
performance goals.

New Plan Benefits
Because the grant of awards under the Amended 2018 Plan is within the discretion of the
compensation and talent committee, the Company cannot determine the dollar value or number of
shares of common stock that will in the future be received by or allocated to any participant in the
Amended 2018 Plan. Accordingly, in lieu of providing information regarding benefits that will be
received under the Amended 2018 Plan, the following table provides information concerning the
benefits that were received by the following persons and groups during 2019: each named executive
officer; all current executive officers, as a group; all current directors who are not executive officers, as
a group; and all current employees who are not executive officers, as a group.
Options

Average
Number of
Exercise Price Awards
Dollar Value Number of
($)
(#)
($)(1)
Awards

Name and Position

Colin M. Angle, Chairman, Chief Executive Officer
and Director
Alison Dean, Executive Vice President, Chief
Financial Officer, Treasurer and Principal
Accounting Officer
Glen D. Weinstein, Executive Vice President and Chief
Legal Officer
Tim Saeger, Executive Vice President, Chief Research &
Development Officer
Keith Hartsfield, Executive Vice President, Chief Product
Officer
Christian Cerda, Former Chief Operating Officer
All current executive officers, as a group
All current directors who are not executive officers, as a
group
All current employees who are not executive officers, as
a group
(1)

Stock Awards

—

—

5,552,768

45,440

—

—

1,665,830

13,632

—

—

1,221,511

9,996

—

—

1,332,469

10,904

—
—
—

—
—
—

—

—

—

—

1,968,782 31,683
1,776,788 14,540
12,740,712 119,833
1,399,946

16,186

23,118,968 307,654

The valuation of stock awards is based on the grant date fair value computed in accordance with
ASC Topic 718 disregarding any estimates of forfeitures. The grant date fair value is the fair
market value of our common stock on the date of grant multiplied by the number of shares of
common stock underlying such stock award.

Tax Aspects under the Code
The following is a summary of the principal federal income tax consequences of certain
transactions under the Amended 2018 Plan. It does not describe all federal tax consequences under
the Amended 2018 Plan, nor does it describe state or local tax consequences.
Incentive Options. No taxable income is generally realized by the optionee upon the grant or
exercise of an incentive option. If shares of common stock issued to an optionee pursuant to the
exercise of an incentive option are sold or transferred after two years from the date of grant and after
one year from the date of exercise, then (i) upon sale of such shares, any amount realized in excess of
the option price (the amount paid for the shares) will be taxed to the optionee as a long-term capital
gain, and any loss sustained will be a long-term capital loss, and (ii) the Company will not be entitled to
any deduction for federal income tax purposes. The exercise of an incentive option will give rise to an
item of tax preference that may result in alternative minimum tax liability for the optionee.
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If an incentive option is exercised at a time when it no longer qualifies for the tax treatment
described above, the option is treated as a non-qualified option. Generally, an incentive option will not
be eligible for the tax treatment described above if it is exercised more than three months following
termination of employment (or one year in the case of termination of employment by reason of
disability). In the case of termination of employment by reason of death, the three-month rule does not
apply.
Non-Qualified Options. No income is realized by the optionee at the time a non-qualified option is
granted. Generally (i) at exercise, ordinary income is realized by the optionee in an amount equal to
the difference between the option price and the fair market value of the shares of common stock on
the date of exercise, and we receive a tax deduction for the same amount, and (ii) at disposition,
appreciation or depreciation after the date of exercise is treated as either short-term or long-term
capital gain or loss depending on how long the shares of common stock have been held. Special rules
will apply where all or a portion of the exercise price of the non-qualified option is paid by tendering
shares of common stock. Upon exercise, the optionee will also be subject to Social Security taxes on
the excess of the fair market value over the exercise price of the option.
Other Awards. The Company generally will be entitled to a tax deduction in connection with other
awards under the Amended 2018 Stock Plan in an amount equal to the ordinary income realized by
the participant at the time the participant recognizes such income. Participants typically are subject to
income tax and recognize such tax at the time that an award is exercised, vests or becomes
non-forfeitable, unless the award provides for a further deferral.
Parachute Payments. The vesting of any portion of an award that is accelerated due to the
occurrence of a change in control (such as a sale event) may cause a portion of the payments with
respect to such accelerated awards to be treated as “parachute payments” as defined in the Code.
Any such parachute payments may be non-deductible to the Company, in whole or in part, and may
subject the recipient to a non-deductible 20% federal excise tax on all or a portion of such payment (in
addition to other taxes ordinarily payable).
Limitation on Deductions. Under Section 162(m) of the Code, the Company’s deduction for
awards under the 2018 Stock Plan may be limited to the extent that any “covered employee” (as
defined in Section 162(m) of the Code) receives compensation in excess of $1 million a year.
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If shares of common stock acquired upon the exercise of an incentive option are disposed of
prior to the expiration of the two-year and one-year holding periods described above (a “disqualifying
disposition”), generally (i) the optionee will realize ordinary income in the year of disposition in an
amount equal to the excess (if any) of the fair market value of the shares of common stock at exercise
(or, if less, the amount realized on a sale of such shares of common stock) over the option price
thereof, and (ii) we will be entitled to deduct such amount. Special rules will apply where all or a portion
of the exercise price of the incentive option is paid by tendering shares of common stock.

Equity Compensation Plan Information
The following table provides information as of December 28, 2019 regarding shares of common
stock that may be issued under our equity compensation plans, consisting of the iRobot Corporation
2005 Stock Option and Incentive Plan, as amended, the 2015 Plan, the 2018 Plan and our 2017
Employee Stock Purchase Plan (the “ESPP”). We have no equity compensation plans that were not
approved by securityholders.

Plan Category
Equity compensation plans
approved by security holders
Equity compensation plans not
approved by security holders
Total
(1)

(2)

Number of
securities
remaining
Number of
available for future
securities to be
issuance under
issued upon
Weighted average
equity
exercise of
exercise price of
compensation
outstanding
outstanding
plan (excluding
options, units and options, units
securities
rights (a)
and rights (b)
referenced in
column (a))(c)
1,358,371(1)

$35.08

1,293,482(2)

1,358,371

$35.08

1,293,482

Includes 322,908 shares of common stock issuable upon the exercise of outstanding options,
819,232 shares of common stock issuable upon the vesting of RSUs, and 216,231 shares of
common stock issuable upon the vesting of PSUs if specified performance metrics are achieved.
As of December 28, 2019, there were no shares available for grants under the 2005 Stock Option
and Incentive Plan, as amended, the Evolution Robotics, Inc. 2007 Stock Plan or the 2015 Stock
Option and Incentive Plan, 1,293,482 shares available under the 2018 Plan and 570,962 shares
available under the ESPP.

Recommendation of the Board
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE “FOR” THE APPROVAL
OF THE AMENDMENT TO THE IROBOT CORPORATION 2018 STOCK OPTION AND INCENTIVE PLAN
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NON-BINDING ADVISORY VOTE TO APPROVE THE COMPENSATION OF OUR NAMED EXECUTIVE
OFFICERS
Pursuant to Section 14A of the Exchange Act, we are providing our stockholders with the
opportunity to vote on a non-binding advisory resolution approving the named executive officers’
compensation described herein. This proposal, known as a “say-on-pay” proposal, gives the
Company’s stockholders the opportunity to express their views on our named executive officer’s
compensation. At our 2017 annual meeting of stockholders, our stockholders voted, on a non-binding,
advisory basis, for the Company to hold future say-on-pay votes on an annual basis. In accordance
with the advisory vote by our stockholders, we hold a non-binding, advisory vote on the compensation
of our named executive officers every year.
This vote is not intended to address any specific item of compensation or the compensation of
any particular officer, but rather the overall compensation of our named executive officers and our
compensation philosophy, policies and practices, as discussed in this Proxy Statement. Accordingly, we
are asking our stockholders to vote “FOR” the following resolution at our annual meeting of
stockholders:
“RESOLVED, that the Company’s stockholders approve, on a non-binding, advisory basis, the
compensation of the Company’s named executive officers, as disclosed in this Proxy Statement
pursuant to Item 402 of Regulation S-K, including in the Compensation Discussion and Analysis,
compensation tables and related narrative discussion.”
Before you vote, we recommend that you read the “Compensation Discussion and Analysis” and
“Summary Of Recent And Proposed Changes To Corporate Governance And Executive Compensation
– Executive Compensation” sections of this Proxy Statement for additional details on the Company’s
executive compensation programs and philosophy.
This vote is advisory, and therefore not binding on the Company, the compensation and talent
committee or our board of directors. However, our board of directors and our compensation and
talent committee value the opinions of our stockholders and intend to take into account the outcome
of the vote when considering future compensation decisions for our named executive officers.
Recommendation of the Board
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE “ FOR” THE APPROVAL,
ON A NON-BINDING, ADVISORY BASIS, OF THE COMPENSATION OF OUR NAMED EXECUTIVE
OFFICERS AS DISCLOSED IN THIS PROXY STATEMENT.
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PROPOSAL 7

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth certain information regarding beneficial ownership of the Company’s
common stock as of March 6, 2020: (i) by each person who is known by the Company to beneficially own
more than 5% of the outstanding shares of common stock; (ii) by each director or nominee of the
Company; (iii) by each named executive officer of the Company; and (iv) by all directors and executive
officers of the Company as a group. Unless otherwise noted below, the address of each person listed on
the table is c/o iRobot Corporation, 8 Crosby Drive, Bedford, Massachusetts 01730.
Shares Beneficially
Owned(1)

Name of Beneficial Owner

BlackRock, Inc.(3)
55 East 52nd Street
New York, NY 10055

4,483,134

15.79%

PRIMECap Management Company(4)
177 E. Colorado Blvd., 11th Floor
Pasadena, CA 91105

3,987,700

14.05%

The Vanguard Group, Inc.(5)
100 Vanguard Blvd.,
Malvern, PA 19355

2,898,948

10.21%

Credit Suisse AG(6)
Uetlibergstrasse 231
P.O. Box 900
CH 8070
Zurich, Switzerland
Pictet Asset Management SA(7)
60 Route des Acacias
1211 Geneva 73
Switzerland

1,557,334

5.49%

1,461,071

5.15%

568,398

2.00%

Colin M. Angle(8)
Alison Dean(9)

55,699

*

7,933

*

Keith Hartsfield

—

*

Tim Saeger(10)

37,906

*

Glen Weinstein(11)

73,031

*

Mohamad Ali

15,049

*

6,176

*

Deborah Ellinger

16,726

*

Elisha Finney(12)

6,100

*

510

*

—

*

3,203

*

14,650

*

Christian Cerda

Michael Bell

Ruey-Bin Kao
Eva Manolis
Andrew Miller
Michelle Stacy(13)
All executive officers, directors and
nominees as a group (13
individuals)(14)
*

Percentage of Shares
Beneficially
Owned(2)

827,096

2.91%

Represents less than 1% of the outstanding common stock.
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(3)

(4)

(5)

(6)

(7)

(8)
(9)
(10)
(11)
(12)
(13)
(14)

Beneficial ownership is determined in accordance with the rules of the SEC and includes voting
and investment power with respect to shares. Unless otherwise indicated below, to the
knowledge of the Company, all persons listed below have sole voting and investment power with
respect to their shares of common stock, except to the extent authority is shared by spouses
under applicable law. Pursuant to the rules of the SEC, the number of shares of common stock
deemed outstanding includes (i) shares issuable pursuant to options held by the respective
person or group that are currently exercisable or may be exercised within 60 days of March 6,
2020 and (ii) shares issuable pursuant to restricted stock units held by the respective person or
group that vest within 60 days of March 6, 2020.
Applicable percentage of ownership as of March 6, 2020 is based upon 28,388,646 shares of
common stock outstanding.
BlackRock, Inc. has sole voting power with respect to 4,416,063 shares and sole dispositive
power with respect to 4,483,134 shares. The address of BlackRock, Inc. is 55 East 52nd Street,
New York, NY 10055. This information has been obtained from a Schedule 13G/A filed by
BlackRock, Inc. with the SEC on February 4, 2020.
PRIMECAP Management Company has sole voting power with respect to 3,987,700 shares and
sole dispositive power with respect to 3,987,700 shares. The address of PRIMECAP Management
Company is 177 E. Colorado Blvd, 11th Floor, Pasadena, CA 91105. This information has been
obtained from a Schedule 13G/A filed by PRIMECAP Management Company with the SEC on
February 12, 2020.
The Vanguard Group, Inc. has sole voting power with respect to 57,650 shares, shared voting
power with respect to 7,217 shares, sole dispositive power with respect to 2,837,286 shares and
shared dispositive power with respect to 61,662 shares. Vanguard Fiduciary Trust Company, a
wholly-owned subsidiary of The Vanguard Group, Inc., is the beneficial owner of 54,445 shares
as a result of its serving as investment manager of collective trust accounts. Vanguard
Investments Australia, Ltd., a wholly-owned subsidiary of The Vanguard Group, Inc., is the
beneficial owner of 10,422 shares as a result of its serving as investment manager of Australian
investment offerings. The address of each reporting entity is 100 Vanguard Boulevard, Malvern,
PA 19355. This information has been obtained from a Schedule 13G/A filed by The Vanguard
Group, Inc. with the SEC on February 12, 2020.
Credit Suisse AG has shared voting power with respect to 1,557,334 shares and shared
dispositive power with respect to 1,557,334 shares. The address of Credit Suisse AG is
Uetlibergstrasse 231, P.O. Box 900, CH 8070, Zurich, Switzerland. This information has been
obtained from a Schedule 13G filed by Credit Suisse AG with the SEC on February 13, 2020.
Pictet Asset Management SA has sole voting power with respect to 1,461,071 shares and sole
dispositive power with respect to 1,461,071 shares. The address of Pictet Asset Management SA
is 60 Route des Acacias, 1211 Geneva 73, Switzerland. This information has been obtained from
a Schedule 13G filed by Pictet Asset Management SA with the SEC on January 29, 2020.
Includes 146,792 shares issuable upon exercise of stock options and 34,456 shares issuable
upon vesting of restricted stock units.
Includes 9,682 shares issuable upon exercise of stock options and 12,110 shares issuable upon
vesting of restricted stock units.
Includes 20,590 shares issuable upon exercise of stock options and 6,051 shares issuable upon
vesting of restricted stock units.
Includes 25,179 shares issuable upon exercise of stock options and 7,846 shares issuable upon
vesting of restricted stock units.
Includes 959 shares issuable upon vesting of restricted stock units.
Includes 4,998 shares held in a grantor-retained annuity trust for the benefit of Ms. Stacy during
the annuity term of the trust and for the benefit of her children thereafter.
Includes 205,437 shares issuable upon exercise of stock options and 67,590 shares issuable
upon vesting of restricted stock units.
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ADDITIONAL INFORMATION
Other Matters
The board of directors knows of no other matters to be brought before the annual meeting. If any
other matters are properly brought before the annual meeting, the persons appointed in the
accompanying proxy intend to vote the shares represented thereby in accordance with their best
judgment on such matters, under applicable laws.
Householding of Proxy Materials
The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the
delivery requirements for proxy statements and annual reports with respect to two or more
stockholders sharing the same address by delivering a single Notice or other proxy materials
addressed to those stockholders. This process, which is commonly referred to as “householding,”
potentially means extra convenience for stockholders and cost savings for companies.
Brokers with account holders who are Company stockholders may be “householding” our proxy
materials. A single Notice or other proxy materials may be delivered to multiple stockholders sharing an
address unless contrary instructions have been received from the affected stockholders. Once you have
received notice from your broker that it will be “householding” communications to your address,
“householding” will continue until you are notified otherwise or until you notify your broker or the
Company that you no longer wish to participate in “householding.”
If, at any time, you no longer wish to participate in “householding” and would prefer to receive a
separate Notice of other proxy materials, you may (1) notify your broker, (2) direct your written request
to: iRobot Corporation, 8 Crosby Drive, Bedford, Massachusetts 01730, Attention: Secretary or
(3) contact our Investor Relations department by telephone at (781) 430-3003. Stockholders who
currently receive multiple copies of the Notice or other proxy materials at their address and would like
to request “householding” of their communications should contact their broker. In addition, the
Company will promptly deliver, upon written or oral request to the address or telephone number above,
a separate copy of the annual report and Proxy Statement to a stockholder at a shared address to
which a single copy of the documents was delivered.
STOCKHOLDER PROPOSALS
Proposals of stockholders intended for inclusion in the Proxy Statement to be furnished to all
stockholders entitled to vote at our 2021 annual meeting of stockholders, pursuant to Rule 14a-8
promulgated under the Exchange Act by the SEC, must be received at the Company’s principal
executive offices not later than December 7, 2020. Stockholders who meet the applicable eligibility
requirements under the proxy access provision of our by-laws and wish to include nominees for our
board of directors in the Company’s Proxy Statement for the 2021 annual meeting, or stockholders
who wish to make a proposal at the 2021 annual meeting (other than a proposal made pursuant to
Rule 14a-8 or pursuant to the proxy access provision of our by-laws), must in each case notify us
between January 20, 2021 and February 19, 2021. If a stockholder who wishes to present a proposal
fails to notify us by February 19, 2021 and such proposal is brought before the 2021 annual meeting,
then under the SEC’s proxy rules, the proxies solicited by management with respect to the 2021 annual
meeting will confer discretionary voting authority with respect to the stockholder’s proposal on the
persons selected by management to vote the proxies. If a stockholder makes a timely notification, the
proxies may still exercise discretionary voting authority under circumstances consistent with the SEC’s
proxy rules. In order to curtail controversy as to the date on which we received a proposal, it is
Notice of Annual Meeting of Stockholders and iRobot 2020 Proxy Statement
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EXPENSES AND SOLICITATION
The Company will pay all costs of soliciting these proxies. In addition, some of our officers and
employees may solicit proxies by telephone or in person. We will reimburse brokers for the expenses
they incur in forwarding the proxy materials to you. The Company has retained Georgeson LLC to assist
us with solicitation for a minimum fee of $11,000, plus reimbursement for out-of-pocket expenses.
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suggested that proponents submit their proposals by Certified Mail, Return Receipt Requested, to
iRobot Corporation, 8 Crosby Drive, Bedford, Massachusetts 01730, Attention: Secretary.

Exhibit A
iRobot Corporation
Supplemental Reconciliation of GAAP Net Income to Adjusted EBITDA
(unaudited, in thousands)
For the twelve months ended
December 28,
2019

GAAP Net Income

$

85,300

December 29,
2018

$

87,992

Interest income, net

(2,546)

Income tax expense

13,533

20,630

Depreciation

24,387

16,965

Amortization of acquired intangible
assets

12,772

19,609

133,446

144,252

Stock-based compensation

23,744

25,804

Net merger, acquisition and
divestiture expense

466

138

2,218

3,556

EBITDA

IP litigation expense, net
Adjusted EBITDA

$

Adjusted EBITDA as a % of revenue

159,874
13.2%

(944)

$

173,750
15.9%

Use of Non-GAAP Financial Measures
In addition to disclosing financial results in accordance with U.S. generally accepted accounting
principles, or U.S. GAAP, we consider and use non-GAAP financial measures as supplemental measures
to internally evaluate and analyze financial results. We believe these non-GAAP financial measures
provide investors with useful supplemental information about the financial performance of our business,
enable comparison of financial results between periods where certain items may vary independent of
business performance, and enable comparison of our financial results with other public companies,
many of which present similar non-GAAP financial measures.
In evaluating our business, we consider and use Adjusted EBITDA as a non-GAAP supplemental measure of
our operating performance. We define Adjusted EBITDA as earnings before interest, taxes, depreciation,
amortization, stock-based compensation expense, net merger, acquisition and divestiture expense, gain on
business acquisition, and net intellectual property litigation expense. Management believes this non-GAAP
measure is frequently used by securities analysts, investors and other interested parties as a measure of
financial performance. The term Adjusted EBITDA is not a measure of operating income, operating
performance or liquidity presented in accordance with U.S. GAAP. Adjusted EBITDA has limitations as an
analytical tool, and when assessing the Company’s operating performance, investors should not consider
Adjusted EBITDA in isolation, or as a substitute for net income (loss) or other consolidated income statement
data prepared in accordance with U.S. GAAP. Among other things, Adjusted EBITDA does not reflect the
Company’s actual cash expenditures. Other companies may calculate similar measures differently than
iRobot, limiting their usefulness as comparative tools. iRobot compensates for these limitations by relying
primarily on its GAAP results and using Adjusted EBITDA only supplementally.
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The following are proposed changes to our amended and restated certificate of incorporation as
described in Proposal 3.
***************
ANNEX A
CERTIFICATE OF AMENDMENT TO
AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
iROBOT CORPORATION
iRobot Corporation (the “Corporation”), a corporation organized and existing under and by
virtue of the General Corporation Law of the State of Delaware (the “DGCL”), does hereby certify:
1.
Pursuant to Section 242 of the DGCL, this Certificate of Amendment to Amended and
Restated Certificate of Incorporation (this “Amendment”) amends the provisions of the Amended and
Restated Certificate of Incorporation of the Corporation (the “Certificate”).
2.
This Amendment has been approved and duly adopted by the Corporation’s Board of
Directors and stockholders in accordance with the provisions of Section 242 of the DGCL.
3.

The Certificate is hereby amended as follows:

A.
In Article VI, Section 5, the phrase “holders of 75% or more” is hereby deleted
and replaced with the word “majority”.
B.
Article VIII, Section 2 is hereby amended and restated in its entirety to read as
set forth below:
“Amendment by Stockholders. The By-laws of the Corporation may be amended or
repealed at any annual meeting of stockholders, or special meeting of stockholders called for
such purpose as provided in the By-laws, by the affirmative vote of the majority of the votes
cast by the stockholders entitled to vote on such amendment or repeal, voting together as a
single class (with “abstentions”, “broker non-votes” and “withheld” votes not counted as a vote
either “for” or “against” such amendment or repeal).”
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C.

Article IX is hereby amended and restated in its entirety to read as set forth

below:
“AMENDMENT OF CERTIFICATE OF INCORPORATION
The Corporation reserves the right to amend or repeal this Certificate in the manner now or
hereafter prescribed by statute and this Certificate, and all rights conferred upon stockholders herein
are granted subject to this reservation. Whenever any vote of the holders of voting stock is required to
amend or repeal any provision of this Certificate, and in addition to any other vote of holders of voting
stock that is required by this Certificate or by law, such amendment or repeal shall require the
affirmative vote of the majority of the outstanding shares entitled to vote on such amendment or
repeal, and the affirmative vote of the majority of the outstanding shares of each class entitled to vote
thereon as a class, at a duly constituted meeting of stockholders called expressly for such purpose.”
***
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The following are proposed changes to our amended and restated certificate of incorporation as
described in Proposal 4.
***************
ANNEX B
CERTIFICATE OF AMENDMENT TO
AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
iROBOT CORPORATION
iRobot Corporation (the “Corporation”), a corporation organized and existing under and by
virtue of the General Corporation Law of the State of Delaware (the “DGCL”), does hereby certify:
1.
Pursuant to Section 242 of the DGCL, this Certificate of Amendment to Amended and
Restated Certificate of Incorporation (this “Amendment”) amends the provisions of the Amended and
Restated Certificate of Incorporation of the Corporation (the “Certificate”).
2.
This Amendment has been approved and duly adopted by the Corporation’s Board of
Directors and stockholders in accordance with the provisions of Section 242 of the DGCL.
3.

The Certificate is hereby amended as follows:

Article VI, Sections 3, 4 and 5 are hereby amended and restated in their entirety to read as set
forth below:
“3. Number of Directors; Term of Office. The number of Directors of the Corporation shall be
fixed solely and exclusively by resolution duly adopted from time to time by the Board of
Directors.
Subject to the rights, if any, of the holders of any series of Undesignated Preferred Stock,
at the annual meeting of stockholders of the Corporation that is held in calendar year 2021
and at each annual meeting of stockholders of the Corporation thereafter, all Directors shall
be elected to hold office for a one-year term expiring at the next annual meeting of
stockholders of the Corporation. Notwithstanding the foregoing, Directors shall hold office
until their successors are duly elected and qualified or until their earlier resignation, death or
removal.
Notwithstanding the foregoing, whenever, pursuant to the provisions of Article IV of this
Certificate, the holders of any one or more series of Undesignated Preferred Stock shall have
the right, voting separately as a series or together with holders of other such series, to elect
Directors at an annual or special meeting of stockholders, the election, term of office, filling of
vacancies and other features of such directorships shall be governed by the terms of this
Certificate and any certificate of designations applicable thereto.
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4. Vacancies. Subject to the rights, if any, of the holders of any series of Undesignated
Preferred Stock to elect Directors and to fill vacancies in the Board of Directors relating
thereto, any and all vacancies in the Board of Directors, however occurring, including, without
limitation, by reason of an increase in size of the Board of Directors, or the death, resignation,
disqualification or removal of a Director, shall be filled solely and exclusively by the affirmative
vote of a majority of the remaining Directors then in office, even if less than a quorum of the
Board of Directors, and not by the stockholders. Any Director appointed in accordance with
the preceding sentence shall hold office for a term expiring at the next annual meeting of
stockholders of the Corporation held after such appointment and until such Director’s
successor shall have been duly elected and qualified or until his or her earlier resignation,
death or removal. In the event of a vacancy in the Board of Directors, the remaining Directors,
except as otherwise provided by law, shall exercise the powers of the full Board of Directors
until the vacancy is filled.
5. Removal. Subject to the rights, if any, of any series of Undesignated Preferred Stock to elect
Directors and to remove any Director whom the holders of any such stock have the right to
elect, any Director (including persons elected by Directors to fill vacancies in the Board of
Directors) may be removed from office without cause by the affirmative vote of the holders of
75% or more of the shares then entitled to vote at an election of Directors. At least forty-five
(45) days prior to any meeting of stockholders at which it is proposed that any Director be
removed from office, written notice of such proposed removal shall be sent to the Director
whose removal will be considered at the meeting.”
***
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The following are proposed changes to our amended and restated certificate of incorporation as
described in Proposal 5.
***************
ANNEX C
CERTIFICATE OF AMENDMENT TO
AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
iROBOT CORPORATION
iRobot Corporation (the “Corporation”), a corporation organized and existing under and by
virtue of the General Corporation Law of the State of Delaware (the “DGCL”), does hereby certify:
1.
Pursuant to Section 242 of the DGCL, this Certificate of Amendment to Amended and
Restated Certificate of Incorporation (this “Amendment”) amends the provisions of the Amended and
Restated Certificate of Incorporation of the Corporation (the “Certificate”).
2.
This Amendment has been approved and duly adopted by the Corporation’s Board of
Directors and stockholders in accordance with the provisions of Section 242 of the DGCL.
3.

The Certificate is hereby amended as follows:
Article V, Section 2 is hereby amended and restated in its entirety to read as set forth
below:
“2. Special Meetings. Only those matters set forth in the notice of the special meeting may
be considered or acted upon at a special meeting of stockholders of the Corporation.”
***
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ANNEX D
AMENDMENT
TO THE
IROBOT CORPORATION
2018 STOCK OPTION AND INCENTIVE PLAN
WHEREAS, iRobot Corporation (the “Company”) maintains the iRobot Corporation 2018 Stock
Option and Incentive Plan (the “Plan”), which was previously adopted by the Board of Directors on
March 26, 2019 and approved by the stockholders of the Company on May 23, 2018;
WHEREAS, the Board of Directors of the Company believes that the number of shares of
common stock of the Company (“Common Stock”) remaining available for issuance under the Plan
has become insufficient for the Company’s anticipated future needs under the Plan;
WHEREAS, Section 16 of the Plan provides that the Board of Directors of the Company may
amend the Plan at any time, subject to certain conditions set forth therein; and
WHEREAS, the Board of Directors of the Company has determined that it is in the best interests
of the Company to amend the Plan, subject to stockholder approval, to increase both the aggregate
number of shares of Common Stock available for issuance under the Plan, and the number if shares
that may be issued in the form of Incentive Stock Options (as defined in the Plan) from 1,750,000 shares
to 2,495,000 shares.
NOW, THEREFORE:
1.
Increase in Shares. Section 3(a) of the Plan is hereby amended by deleting it in its
entirety and replacing it with the following:
“The maximum number of shares of Stock reserved and available for issuance under the Plan
shall be 2,495,000 shares, subject to adjustment as provided in this Section 3. For purposes of this
limitation, the shares of Stock underlying any awards under the Plan or the Company’s 2015 Stock
Option and Incentive Plan that are forfeited, canceled or otherwise terminated (other than by exercise)
shall be added back to the shares of Stock available for issuance under the Plan. Notwithstanding the
foregoing, the following shares shall not be added to the shares authorized for grant under the Plan:
(i) shares tendered or held back upon exercise of an Option or settlement of an Award to cover the
exercise price or tax withholding, and (ii) shares subject to a Stock Appreciation Right that are not
issued in connection with the stock settlement of the Stock Appreciation Right upon exercise thereof. In
the event the Company repurchases shares of Stock on the open market, such shares shall not be
added to the shares of Stock available for issuance under the Plan. Subject to such overall limitations,
shares of Stock may be issued up to such maximum number pursuant to any type or types of Award;
provided, however, that no more than 2,495,000 shares of the Stock may be issued in the form of
Incentive Stock Options. The shares available for issuance under the Plan may be authorized but
unissued shares of Stock or shares of Stock reacquired by the Company.”
2.
Effective Date of Amendment. This Amendment to the Plan shall become effective upon
the date that it is approved by the Company’s stockholders in accordance with applicable laws and
regulations.
3.
unchanged.

Other Provisions. Except as set forth above, all other provisions of the Plan shall remain
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PART I
ITEM 1.

BUSINESS

This Annual Report on Form 10-K (this "Annual Report") contains forward-looking statements. All statements other than
statements of historical facts contained in this Annual Report, including statements regarding our future results of operations
and financial position, business strategy, plans and objectives of management for future operations, and plans for product
development, launches and manufacturing are forward-looking statements. These statements involve known and unknown risks,
uncertainties and other factors that may cause our actual results, performance or achievements to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking statements. We discuss certain of
these risks in greater detail in the "Risk Factors" section and elsewhere in this Annual Report. Also, these forward-looking
statements speak only as of the date of this Annual Report, and we have no plans to update our forward-looking statements to
reflect events or circumstances occurring after the date of this Annual Report. We caution readers not to place undue reliance
upon any such forward-looking statements.
iRobot and its stylized logo, Roomba, Clean Base, NorthStar, Create, iAdapt, Aware, Home Base, Looj, Braava, Braava
jet, AeroForce, Better Together, Mirra, Root, Terra, vSLAM and Virtual Wall are trademarks of iRobot Corporation (together
with its subsidiaries, "iRobot", the "Company", "we", "us" or "our").
Overview
L5RERWLVDOHDGLQJJOREDOFRQVXPHUURERWFRPSDQ\WKDWGHVLJQVDQGEXLOGVURERWVWKDWHPSRZHUSHRSOHWRGRPRUHERWK
LQVLGHDQGRXWVLGHWKHKRPH2XUFRQVXPHUURERWVKHOSSHRSOHILQGVPDUWHUZD\VWRFOHDQDQGDFFRPSOLVKPRUHLQWKHLUGDLO\
OLYHVL5RERW VSRUWIROLRRIVROXWLRQVIHDWXUHVSURSULHWDU\WHFKQRORJLHVIRUWKHFRQQHFWHGKRPHDQGDGYDQFHGFRQFHSWVLQ
FOHDQLQJPDSSLQJDQGQDYLJDWLRQKXPDQURERWLQWHUDFWLRQDQGSK\VLFDOVROXWLRQV/HYHUDJLQJWKLVSRUWIROLRRXUHQJLQHHUVDUH
EXLOGLQJDQHFRV\VWHPRIURERWVWRHPSRZHUWKHVPDUWKRPH)RUPRUHWKDQ\HDUVZHKDYHEHHQDSLRQHHULQWKHURERWLFV
DQGFRQVXPHUSURGXFWVLQGXVWULHV
6LQFHRXUIRXQGLQJLQZHKDYHGHYHORSHGH[SHUWLVHLQWKHGLVFLSOLQHVQHFHVVDU\WRGHVLJQEXLOGVHOODQGVXSSRUW
GXUDEOHKLJKSHUIRUPDQFHDQGFRVWHIIHFWLYHURERWVWKURXJKWKHFORVHLQWHJUDWLRQRIVRIWZDUHHOHFWURQLFVDQGKDUGZDUH2XU
FRUHWHFKQRORJLHVVHUYHDVUHXVDEOHEXLOGLQJEORFNVWKDWZHDGDSWDQGH[SDQGWRFUHDWHQH[WJHQHUDWLRQURERWLFSODWIRUPV :H
EHOLHYHWKDWWKLVDSSURDFKDFFHOHUDWHVWKHWLPHWRPDUNHWZKLOHDOVRUHGXFLQJWKHFRVWVDQGULVNVDVVRFLDWHGZLWKSURGXFW
GHYHORSPHQW2XUVLJQLILFDQWH[SHUWLVHLQFRQVXPHUQHHGVURERWGHVLJQHQJLQHHULQJDQGVPDUWKRPHWHFKQRORJLHVDQGWUHQGV
SRVLWLRQVXVWRFDSLWDOL]HRQWKHJURZWKZHH[SHFWLQWKHPDUNHWIRUURERWEDVHGFRQVXPHUSURGXFWV6LQFHWKHLQWURGXFWLRQRI
WKH5RRPEDURERWLFYDFXXPFOHDQHU 59& LQZHKDYHVROGPRUHWKDQPLOOLRQFRQVXPHUURERWVZRUOGZLGHWR
EHFRPHDJOREDOPDUNHWOHDGLQJFRQVXPHUURERWLFVLQQRYDWRUZLWKDVWURQJSUHVHQFHLQPDMRUJHRJUDSKLFUHJLRQVZRUOGZLGH
'XULQJZHH[SDQGHGRXUJOREDORSHUDWLRQVZLWKWKHDFTXLVLWLRQRIWZRRIRXUPDMRUGLVWULEXWRUVLQ-DSDQDQG
(XURSH,Q$SULOZHDFTXLUHGWKHL5RERWUHODWHGGLVWULEXWLRQEXVLQHVVRI6DOHV2Q'HPDQG&RUSRUDWLRQ 62'& EDVHG
LQ7RN\R-DSDQIRUDSSUR[LPDWHO\PLOOLRQLQFDVK,Q2FWREHUZHDFTXLUHGRXUODUJHVW(XURSHDQGLVWULEXWRU
5RERSROLV6$6 5RERSROLV D)UHQFKFRPSDQ\IRUDILQDOSXUFKDVHSULFHRIPLOOLRQLQFDVKQHWRIDFTXLUHGFDVKRI
PLOOLRQ7KHVHDFTXLVLWLRQVSURYLGHGXVPRUHGLUHFWFRQWURORIRIRXUJOREDOUHYHQXHWKURXJKDGLUHFWSUHVHQFHLQ
FRXQWULHVVXFKDV$XVWULD%HOJLXP)UDQFH*HUPDQ\-DSDQWKH1HWKHUODQGV3RUWXJDODQG6SDLQ)ROORZLQJWKHFRPSOHWLRQRI
WKH62'&DQG5RERSROLVDFTXLVLWLRQVZHLQWHJUDWHGWKHVHRUJDQL]DWLRQVLQWRRXUFRPSDQ\DQGFRQWLQXHWRWDNHVWHSVWR
FRQVROLGDWHYDULRXVV\VWHPVWKDWZHEHOLHYHZLOOIXUWKHUVWUHDPOLQHDQGDXWRPDWHNH\SURFHVVHV
,QL5RERWVROGPRUHWKDQELOOLRQLQFRQVXPHUURERWVZKLOHQDYLJDWLQJPRUHFKDOOHQJLQJPDUNHWFRQGLWLRQV
PDUNHGE\LQWHQVLILHGSULFHFRPSHWLWLRQLQ(0($DQGWKH8QLWHG6WDWHVDQGPRUHPRGHUDWH59&JURZWKLQWKH8QLWHG6WDWHV
GXHLQSDUWWRWKHGLUHFWDQGLQGLUHFWLPSDFWVRIKLJKHUWDULIIVRQ59&VPDGHLQDQGLPSRUWHGIURP&KLQD2XUFRPPLWPHQWWR
LQQRYDWLRQDQGIXQGLQJFULWLFDOUHVHDUFKDQGGHYHORSPHQWSURMHFWVFRQWLQXHGWR\LHOGWDQJLEOHUHVXOWVWKURXJKQHZSURGXFW
ODXQFKHVDQGQHZDQGHQKDQFHGIHDWXUHVDQGIXQFWLRQDOLW\,QDGGLWLRQWRODXQFKLQJWKH5RRPEDLDQGLLQPDMRU
LQWHUQDWLRQDOPDUNHWVGXULQJZHLQWURGXFHGRXUGHHSHVWFOHDQLQJ59&VWKH5RRPEDVDQGVDQGWKH%UDDYDMHWP
5
RXUDGYDQFHGURERWLFPRS:HDOVRWRRNVWHSVWRFRPPHUFLDOL]HRXUURERWLFODZQPRZHUGXULQJ2WKHUKLJKOLJKWVLQ
LQFOXGHGWKHFRPPHQFHPHQWRISURGXFWLRQDWDQHZ5RRPEDPDQXIDFWXULQJIDFLOLW\LQ0DOD\VLDWKHLPSOHPHQWDWLRQRIQHZ
SULFLQJDQGSURPRWLRQDOWDFWLFVDLPHGDWUHVWRULQJ8659&JURZWKDQGGHIHQGLQJRXUOHDGHUVKLSSRVLWLRQLQ(0($DQGWKH
DFTXLVLWLRQRI5RRW5RERWLFV,QF 5RRW5RERWLFV ZKLFKHQKDQFHVRXUFRPPLWPHQWWR6FLHQFH7HFKQRORJ\(QJLQHHULQJ
DQG0DWK 67(0 WKURXJKQHZHGXFDWLRQDOURERWV
2XUWRWDOUHYHQXHIRUZDVPLOOLRQZKLFKUHSUHVHQWVDQLQFUHDVHIURPUHYHQXHRIPLOOLRQ
IRU'RPHVWLFUHYHQXHJUHZPLOOLRQRUDQGLQWHUQDWLRQDOUHYHQXHLQFUHDVHGE\PLOOLRQRU
SULPDULO\DVDUHVXOWRIVDOHVRIQHZSURGXFWVWKDWKDYHEHHQODXQFKHGVLQFHWKHVHFRQGKDOIRI


Strategy
,QL5RERWFUHDWHGWKHKRPHURERWFOHDQLQJFDWHJRU\ZLWKWKHLQWURGXFWLRQRILWV5RRPEDYDFXXPLQJURERW 7RGD\
ZHDUHDJOREDOHQWHUSULVHWKDWKDVVROGPRUHWKDQPLOOLRQFRQVXPHUURERWVZRUOGZLGHLQFOXGLQJPRUHWKDQQLQHPLOOLRQ
FRQQHFWHGURERWV2XUORQJWHUPVWUDWHJ\LVWRJURZ59&FDWHJRU\OHDGHUVKLSE\LQFUHDVLQJWKHSHQHWUDWLRQRI5RRPEDLQ
H[LVWLQJPDUNHWVZRUOGZLGHGLYHUVLI\EH\RQG59&VZLWKRXU%UDDYDURERWPRSDQG7HUUDURERWPRZHUDQGFRQWLQXHWR
GHYHORSDQGODXQFKQHZSURGXFWVLQWRFXUUHQWDQGQHZPDUNHWV$VRXUFXVWRPHUEDVHJURZVL5RERWLVFUHDWLQJDQHFRV\VWHP
RILQWHOOLJHQWFRQQHFWHGURERWVZLWKLQFUHDVLQJO\SRZHUIXOQHZIHDWXUHVDQGEHWWHUSHUIRUPDQFHWKDWDUHGHVLJQHGIRU
LQWHJUDWLRQZLWKRWKHUFRQQHFWHGGHYLFHVWKDWHPSRZHUWKHVPDUWKRPH

Technology
6LQFHLQWURGXFLQJWKH5RRPEDLQZHKDYHFRQWLQXRXVO\SXUVXHGLQQRYDWLRQDQGLQWURGXFHGDZLGHRIUDQJHRI
SRZHUIXOIHDWXUHVDQGIXQFWLRQDOLW\WKDWKDYHEHHQIDYRUDEO\UHFHLYHGE\FXVWRPHUVKHOSHGH[WHQGRXUFRQVXPHUURERW
WHFKQRORJ\DQGFDWHJRU\OHDGHUVKLSDQGKDYHIXUWKHUH[SDQGHGDQGGLYHUVLILHGRXUSURGXFWSRUWIROLR2YHUWKHSDVWVHYHUDO
\HDUVZHKDYHIRFXVHGRQUHVHDUFKDQGGHYHORSPHQWLQLWLDWLYHVDLPHGDWDGYDQFLQJRYHUDOOFOHDQLQJHIILFDF\DQGSHUIRUPDQFH
I
VWUHQJWKHQLQJRXUURERWV¶PDSSLQJDQGQDYLJDWLRQFDSDELOLWLHVHQDEOLQJRXU5RRPEDDQG%UDDYDURERWVWRZRUNWRJHWKHU
LPSURYLQJXVHULQWHUDFWLRQYLDFORXGFRQQHFWLYLW\DQGDSSGHYHORSPHQWDQGIDFLOLWDWLQJLQWHJUDWLRQEHWZHHQRXUSURGXFWVDQG
RWKHUFRQQHFWHGGHYLFHVDVSDUWRIDVPDUWKRPHHFRV\VWHP
:HSODQWRFRQWLQXHWROHYHUDJHRSSRUWXQLWLHVHQDEOHGE\RXUJURZLQJFRQQHFWHGSURGXFWSRUWIROLRWRLQYHVWLQ
GHYHORSLQJWHFKQRORJLHVDQGLQWHUIDFHVIRURXUSURGXFWVWRSURYLGHDFRQYHQLHQWSHUVRQDOL]HGIHDWXUHULFKDQGHIIHFWLYHXVHU
I
H[SHULHQFH%\OHYHUDJLQJRXUUREXVWFRQQHFWLYLW\DQGFORXGLQIUDVWUXFWXUHWKURXJK$PD]RQ:HE6HUYLFHVDQGWKHHYHU
LQFUHDVLQJSURFHVVLQJSRZHULQRXUURERWVZHKDYHEXLOWD+RPH.QRZOHGJH&ORXGWKDWFDQTXLFNO\DQGFRVWHIIHFWLYHO\
I
VXSSRUWRYHUWKHDLUGHOLYHU\RIQHZGLJLWDOIHDWXUHVDQGHQKDQFHGIXQFWLRQDOLW\IRUFXVWRPHUVJOREDOO\7KLVLQIUDVWUXFWXUHDOVR
DOORZVXVWRFROOHFWYDOXDEOHSHUIRUPDQFHGDWDWKDWKHOSVXVLPSURYHWKHHIIHFWLYHQHVVRIRXUVXSSRUWWHDPVLQIRUPVRXU
I
SURGXFWURDGPDSVDQGIDFLOLWDWHVLQWHJUDWLRQZLWKRWKHUFRQQHFWHGGHYLFHVLQWKHVPDUWKRPHL5RERWSODQVWRFRQWLQXHWR
LGHQWLI\DGGLWLRQDOZD\VWRDGYDQFHWKHVPDUWKRPHH[SHULHQFHE\HQDEOLQJDEURDGHUXQGHUVWDQGLQJRIWKHKRPH¶VVSDFH
HQDEOHGWKURXJK5RRPED¶VVSDWLDODZDUHQHVVRIWKHKRPH
$FURVVRXUH[SDQGLQJUDQJHRIFRQVXPHUURERWVZHDUHGHGLFDWHGWRGHYHORSLQJPDUNHWOHDGLQJURERWLFVROXWLRQVWKDW
SURYLGHFRPSHOOLQJYDOXHWRFRQVXPHUVZRUOGZLGH:HEHOLHYHWKDWIURPRXUFXVWRPHUV SHUVSHFWLYHWKHFRUHYDOXHRIRXU
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7RVXFFHVVIXOO\H[HFXWHRXUSODQIRULQFOXGLQJGULYLQJUHYHQXHJURZWKIXUWKHUGLYHUVLI\LQJRXUSURGXFWSRUWIROLR
DQGSRVLWLRQLQJRXUVHOYHVIRULPSURYHGSURILWDELOLW\LQDQGEH\RQGZHSODQWRH[HFXWHDJDLQVWWKHIROORZLQJSULRULWLHV
 &RQWLQXHH[SDQGLQJ5RRPED¶VJOREDOKRXVHKROGSHQHWUDWLRQ
 'HOLYHURQRXUSURGXFWDQGGLJLWDOURDGPDSVWKDWFDQIXUWKHUGLIIHUHQWLDWH5RRPEDDQGHOHYDWHWKHXVHU
H[SHULHQFHLQSDUWE\OHYHUDJLQJRXUVXEVWDQWLDODQGRQJRLQJLQYHVWPHQWLQVRIWZDUH
 )XHOQHDUWHUPJURZWKDQGGHIHQG59&PDUNHWVKDUHLQWKH8QLWHG6WDWHVDQGDEURDGWKURXJKD
FRPELQDWLRQRISULFLQJSURPRWLRQDQGPDUNHWLQJLQLWLDWLYHVDQG
 (YROYHRXUJRWRPDUNHWFDSDELOLWLHVDQGLQFUHDVHGLUHFWVDOHVWRFXVWRPHUVWKURXJKRXU+20($SSDQG
RQLURERWFRPE\OHYHUDJLQJRXUODUJHJURZLQJDQGHQJDJHGEDVHRIFXVWRPHUVZRUOGZLGH
 3XUVXHSURGXFWGLYHUVLILFDWLRQDQGEXLOGSRVLWLRQZLWKLQWKHVPDUWKRPHHFRV\VWHP
 'ULYHDGRSWLRQRI%UDDYDWKURXJKERWKWUDGLWLRQDOSURPRWLRQDODQGPDUNHWLQJLQLWLDWLYHVDVZHOODV
WKURXJKQHZPDUNHWLQJSURJUDPVWKDWFDSLWDOL]HRQWKHODUJHDQGJURZLQJLQVWDOOHGEDVHRI5RRPED
FXVWRPHUV
 (QKDQFH7HUUD¶VFDSDELOLWLHVDORQJZLWKGHYHORSLQJDQGDGYDQFLQJWKHJRWRPDUNHWDQGVDOHVSODQVWKDW
ZLOOHQDEOHXVWRFRPPHUFLDOL]HWKLVURERW
 (VWDEOLVKWKHQHFHVVDU\SDUWQHUVKLSVDQGWHFKQRORJ\DOOLDQFHVWKDWZLOOHQDEOHRXUSURGXFWVWRKHOS
FRQVXPHUVHQMR\JUHDWHUEHQHILWVIURPWKHVPDUWKRPHDQG
 6XSSRUWWKHJURZWKRIL5RERW¶VHGXFDWLRQDOURERWSURGXFWRIIHULQJVDVDQH[WHQVLRQRIRXU67(0HIIRUWV
DQGRQJRLQJFRPPLWPHQWWRPDNLQJURERWLFWHFKQRORJ\PRUHDFFHVVLEOHWRHGXFDWRUVVWXGHQWVDQG
SDUHQWV
 ,PSURYHORQJWHUPRSHUDWLRQDOSURILWDELOLW\
 &RQWLQXRXVO\FRVWRSWLPL]HWKHVRXUFLQJDQGLQWHJUDWLRQRINH\SURGXFWFRPSRQHQWVDQGVXE
DVVHPEOLHVDQGLQFUHDVLQJO\DXWRPDWHWKHPDQXIDFWXULQJSURFHVVDVSDUWRIRXUHIIRUWVWRORZHU
I
SURGXFWLRQFRVWV
 0LWLJDWHH[SRVXUHWRWDULIIVRQSURGXFWVLPSRUWHGIURP&KLQDWKURXJKDGXDOWUDFNVWUDWHJ\RISXUVXLQJ
DQH[HPSWLRQWRWKRVHWDULIIVDQGUDPSLQJSURGXFWLRQYROXPHVLQ0DOD\VLDDQG
 &RQWUROVSHQGLQJZKLOHFRQWLQXLQJWRPDNHLQYHVWPHQWVLQDUHDVWKDWZHEHOLHYHDUHFULWLFDOWRORQJWHUP
VXFFHVV

URERWVLVWKHDELOLW\WRHIILFLHQWO\DQGHIIHFWLYHO\SHUIRUPDSK\VLFDOPLVVLRQWKHWDVNIRUZKLFKWKHURERWZDVLQLWLDOO\
SXUFKDVHG,QDGGLWLRQZHIRFXVRQDGGLQJQHZIHDWXUHVDQGIXQFWLRQDOLW\WKDWDOORZRXUURERWVWRSHUIRUPORQJHUZLWKRXW
FXVWRPHULQWHUDFWLRQPDNLQJWKHPILWPRUHVHDPOHVVO\LQWRRXUFXVWRPHUV OLIHVW\OHVDQGHDVLHUWRXVH
Products
:HVHOOYDULRXVSURGXFWVGHVLJQHGIRUXVHLQVLGHDQGRXWVLGHRIWKHKRPH:HEHOLHYHRXUKRPHURERWFOHDQLQJSURGXFWV
GHOLYHUFRPSHOOLQJDQGXQLTXHYDOXHWRFXVWRPHUVE\GHOLYHULQJDEHWWHUZD\WRFOHDQWKDWIUHHVSHRSOHIURPUHSHWLWLYHWLPH
FRQVXPLQJKRPHFOHDQLQJWDVNV7RHQVXUHWKHFRQWLQXHGDFFHSWDQFHRIRXUURERWVZHSODQWRFRQWLQXHWRLQYHVWLQWKHGLJLWDO
GDWDDQGSK\VLFDOSURGXFWVQHFHVVDU\WRIXUWKHULPSURYHWKHURERWV DXWRQRP\WRFRPSOHWHPLVVLRQVDQGHQKDQFHWKHURERWV
SHUIRUPDQFHDQGHDVHRIXVHVRWKDWWKHURERWVILWVHDPOHVVO\LQWRWKHOLIHVW\OHRIWKHLURZQHUV'XULQJZHWRRNLPSRUWDQW
VWHSVWRGHOLYHUURERWVWKDWFDQZRUNWRJHWKHUWRYDFXXPDQGPRSDWWKHGLUHFWLRQRIWKHXVHU:HDOVRGHOLYHUHGQHZGLJLWDO
IHDWXUHVWKDWSURYLGHIRUDPRUHSHUVRQDOL]HGDQGPRUHHIILFLHQWFOHDQLQJH[SHULHQFHLQFOXGLQJUHFRPPHQGDWLRQVIRU
PDLQWHQDQFHDQGFOHDQLQJVFKHGXOHVVSHFLILHGURRPFOHDQLQJPLVVLRQVYHUVXVFOHDQLQJHQWLUHIORRUVDQGUHFKDUJLQJMXVW
HQRXJKWRFRPSOHWHWKHPLVVLRQ,QDGGLWLRQZHFRQWLQXHGWRHQKDQFHWKHPDSSLQJDQGVSDWLDODZDUHQHVVFDSDELOLWLHVRIRXU
FRQVXPHUFOHDQLQJURERWVZKLFKZHEHOLHYHLVFULWLFDOIRULPSURYLQJWKHVPDUWKRPHH[SHULHQFHE\HQDEOLQJDEURDGHUUDQJHRI
FRQQHFWHGGHYLFHVLQWKHKRPHWRZRUNPRUHVHDPOHVVO\WRJHWKHU2XUSURGXFWVFRQVLVWRIWKHIROORZLQJURERWIDPLOLHV
5RRPED
:HFXUUHQWO\RIIHUPXOWLSOH5RRPEDIORRUYDFXXPLQJURERWVDWYDU\LQJSULFHSRLQWVUDQJLQJIURPDSSUR[LPDWHO\WR
EDVHGXSRQIHDWXUHVDQGSHUIRUPDQFHFKDUDFWHULVWLFV7KH5RRPEDIDPLO\RIURERWLFYDFXXPFOHDQHUVHQFRPSDVVWKH
IROORZLQJSURGXFWVHULHV
 6HULHV7KH5RRPEDVHULHVURERWVRIIHUDWKUHHVWDJHFOHDQLQJV\VWHPWKDWWKRURXJKO\YDFXXPVHYHU\
VHFWLRQRIWKHIORRUPXOWLSOHWLPHVDVZHOODVDEUXVKGHVLJQWKDWHQDEOHVWKHURERWWRKDQGOHILEHUVOLNHKDLUSHW
IXUOLQWDQGFDUSHWIX]]:HRIIHUYHUVLRQVRIWKH6HULHVZLWKDQGZLWKRXW:L)LFRQQHFWLYLW\
 H6HULHV,QWURGXFHGLQ6HSWHPEHUWKHHLVDQDIIRUGDEOHKLJKO\IHDWXUHGSURGXFWZLWK:L)L
FRQQHFWLYLW\7KHH6HULHVRIIHUVL5RERW¶V'LUW'HWHFWWHFKQRORJ\GXDOPXOWLVXUIDFHEUXVKHVDQGDKLJK
HIILFLHQF\ILOWHUWRKDQGOHSHWDOOHUJHQV7KHH6HULHV¶QDYLJDWLRQWHFKQRORJ\KHOSVHQVXUHWKDWWKHURERW
WKRURXJKO\YDFXXPVHYHU\VHFWLRQRIWKHIORRUPXOWLSOHWLPHV
 6HULHV7KH5RRPEDVHULHVURERWVKHOSNHHSIORRUVFOHDQHUWKURXJKRXWWKHHQWLUHKRPHZLWKLQWHOOLJHQW
YLVXDOQDYLJDWLRQUHFKDUJHDQGUHVXPHFDSDELOLW\DQGFOHDQPDSUHSRUWLQJYLDWKHL5RERW+20($SSWRVKRZ
ZKHUHWKH5RRPEDFOHDQHGDQGSURYLGHRWKHUSHUIRUPDQFHGDWDVXFKDVFOHDQLQJGXUDWLRQDQGFRYHUDJHDUHD
 L6HULHV,QWURGXFHGLQ6HSWHPEHUWKHL6HULHVEURXJKWDQHZOHYHORILQWHOOLJHQFHDQGDXWRPDWLRQWR
URERWLFYDFXXPFOHDQHUVZLWKWKHDELOLW\WROHDUQPDSDQGDGDSWWRDKRPH¶VIORRUSODQDQGWLPHVPRUH
VXFWLRQSRZHUWKDQWKH6HULHV7KH5RRPEDLLQFOXGHVDOOWKHIHDWXUHVRILSOXVWKHDELOLW\IRUWKHURERW
WRHPSW\LWVRZQELQLQWRWKH&OHDQ%DVHZLWK$XWRPDWLF'LUW'LVSRVDO7KLVEULQJVDOHYHORIDXWRPDWLRQWKDW
DOORZVXVHUVWRIRUJHWDERXWYDFXXPLQJIRUZHHNVDWDWLPH
 V6HULHV,QWURGXFHGLQ0D\WKHV6HULHVUHSUHVHQWVWKHPRVWSRZHUIXOGHHSHVWFOHDQLQJ5RRPEDWRGDWH
ZLWKWLPHVPRUHVXFWLRQSRZHUWKDQWKH6HULHVDGYDQFHGVHQVRUVWRDXWRPDWLFDOO\LQFUHDVHVXFWLRQRQ
UXJVRUFDUSHWVQHZEUXVKHVWKDWIXUWKHULPSURYHWKHURERW¶VDELOLW\WRFOHDQFRUQHUVDQGDORQJZDOOVDQG
VRSKLVWLFDWHGQDYLJDWLRQDQGPDSSLQJFDSDELOLWLHVIRUHIILFLHQWFXVWRPL]HGURRPFOHDQLQJ7KH5RRPEDV
LQFOXGHVDOORIWKHIHDWXUHVRIWKHVSOXVWKH&OHDQ%DVHZLWK $XWRPDWLF'LUW'LVSRVDOZKLFKXVHVDQDQWL
DOOHUJHQV\VWHPWKDWWUDSVSROOHQDQGPROGDOOHUJHQVDQGSUHYHQWVWKHPIURPHVFDSLQJWKHURERWRUWKH&OHDQ
%DVH&KDUJLQJ6WDWLRQ
%UDDYD
:HFXUUHQWO\RIIHUWKH%UDDYDIDPLO\RIDXWRPDWLFIORRUPRSSLQJURERWVGHVLJQHGH[FOXVLYHO\IRUKDUGVXUIDFHIORRUVDW
SULFHSRLQWVUDQJLQJIURPWR7KH%UDDYDURERWVDXWRPDWLFDOO\GXVWDQGGDPSPRSKDUGVXUIDFHIORRUVXVLQJSRSXODU
FOHDQLQJFORWKVRURXUVSHFLDOO\GHVLJQHGUHXVDEOHPLFURILEHUFORWKVDQGLQFOXGHDVSHFLDOUHVHUYRLUWKDWGLVSHQVHVOLTXLG
WKURXJKRXWWKHFOHDQLQJF\FOHWRNHHSWKHFORWKGDPS7KH%UDDYDIDPLO\RIIORRUPRSSLQJURERWVHQFRPSDVVWKHIROORZLQJ
SURGXFWVHULHV
 6HULHV7KH%UDDYDMHWVHULHVURERWPRSQDYLJDWHVXQGHUDQGDURXQGREMHFWVDQGIXUQLWXUHUHDFKHVLQWR
FRUQHUVDQGXVHV3UHFLVLRQ-HW6SUD\DQGDYLEUDWLQJFOHDQKHDGWRUHPRYHGLUWDQGVWDLQV
 6HULHV:LWKWKHDELOLW\WRRSHUDWHLQVHSDUDWHPRSRUVZHHSPRGHVWKH%UDDYDMHWVHULHVURERWPRS
RIIHUVJUHDWHUFRYHUDJHWKDQWKH6HULHVDQGLVFRPSDWLEOHZLWKDZLGHUDQJHRIL5RERWDQGWKLUGSDUW\
FOHDQLQJFORWKV
 P6HULHV,QWURGXFHGLQ0D\WKH%UDDYDMHWP6HULHVLVWKHPRVWDGYDQFHG%UDDYDURERWPRS\HWZLWK
5RRPEDOLNHIHDWXUHVDQGIXQFWLRQDOLW\LQFOXGLQJDGHGLFDWHGFKDUJLQJVWDWLRQDQGWKHVDPHQDYLJDWLRQDQG
PDSSLQJWHFKQRORJ\IRXQGLQWKHPRVWDGYDQFHG5RRPEDVZLWKH[WHQVLYHFRYHUDJHDQGVWURQJGLUWDQGVWDLQ


UHPRYDOFDSDELOLW\/HYHUDJLQJ,PSULQW/LQNWHFKQRORJ\DOORZVWKH%UDDYDMHWP6HULHVDQG5RRPEDLDQG
VURERWVWRDXWRPDWLFDOO\FOHDQLQVHTXHQFHYDFXXPLQJDQGWKHQPRSSLQJ
7HUUD
:HDUHLQWKHSURFHVVRIEULQJLQJDQHZKLJKO\GLIIHUHQWLDWHGURERWLFODZQPRZHUSURGXFWWRWKHFRQVXPHUPDUNHWSODFH
8QOLNHFXUUHQWURERWLFODZQPRZHUVWKDWUHO\RQGHGLFDWHGERXQGDU\ZLUHVWRNHHSWKHODZQPRZHUFRQILQHGWRDGHVLJQDWHG
DUHDWKH7HUUDWLVEHLQJGHVLJQHGZLWKDVWDWHRIWKHDUWPDSSLQJDQGQDYLJDWLRQV\VWHPWKDWSURYLGHVJUHDWHUIOH[LELOLW\WR
GHWHUPLQHZKHUHLWZLOOPRZDVZHOODVDYRLGREVWDFOHVDQGFXWLQHIILFLHQWVWUDLJKWOLQHV:HFRQGXFWHGEHWDWULDOVLQLQ
I
ERWK*HUPDQ\DQGWKH8QLWHG6WDWHVDQGZHSODQWRXVHWKHIHHGEDFNJDLQHGGXULQJWKRVHWULDOVWRIXUWKHUHQKDQFH7HUUD¶V
FDSDELOLWLHVDQGDGYDQFHWKHJRWRPDUNHWDQGVDOHVDFWLYLWLHVQHFHVVDU\WRVXSSRUWOLPLWHGRQOLQHVDOHVRYHUWKHFRPLQJ
TXDUWHUVIROORZHGE\DQH[SHFWHGODUJHUVFDOHFRPPHUFLDOODXQFKLQNH\UHJLRQDOPDUNHWV

:LWKWKHDFTXLVLWLRQRI5RRW5RERWLFVLQ$SULOZHDOVRRIIHUDURERWGHVLJQHGWRKHOSFKLOGUHQOHDUQKRZWRFRGH
7KHDGGLWLRQRIWKH5RRW5RERWLFVWHDPKHOSVEURDGHQWKHLPSDFWRIRXU67(0HIIRUWVDQGUHLQIRUFHVRXUFRPPLWPHQWWR
I
PDNLQJURERWLFWHFKQRORJ\PRUHDFFHVVLEOHWRHGXFDWRUVVWXGHQWVDQGSDUHQWV7KH5RRWFRGLQJURERWSULFHGDWLV
GHVLJQHGWRPDNHFRGLQJHDV\DQGQDWXUDOWROHDUQ8VLQJWKHHQJDJLQJ5RRW&RGLQJ$SSNLGVRIDQ\DJHFDQOHDUQFRGLQJ
IXQGDPHQWDOVZKLOHWKH\SOD\H[SORUHDQGFUHDWH
Strategic Alliances
,QDGGLWLRQWRRXULQWHUQDOWHFKQRORJ\GHYHORSPHQWZHOHYHUDJHUHOHYDQWURERWLFWHFKQRORJLHVWKURXJKOLFHQVLQJ
DFTXLVLWLRQVYHQWXUHLQYHVWPHQWVDQGRURWKHUSDUWQHUVKLSV7KHVHVWUDWHJLFDOOLDQFHVDUHDQLPSRUWDQWSDUWRIRXUSURGXFW
GHYHORSPHQWDGYDQFHGUHVHDUFKDQGGLVWULEXWLRQVWUDWHJLHV:HUHO\RQVWUDWHJLFDOOLDQFHVWRSURYLGHWHFKQRORJ\DQG
FRPSOHPHQWDU\SURGXFWRIIHULQJVWRGULYHPDUNHWDGRSWLRQRIRXUURERWLFSURGXFWV
:HVHHNWRIRUPUHODWLRQVKLSVZLWKRUJDQL]DWLRQVWKDWFDQSURYLGHEHVWLQFODVVWHFKQRORJ\RUPDUNHWDGYDQWDJHVIRU
HVWDEOLVKLQJL5RERWWHFKQRORJ\,QZHEHJDQD6PDUW+RPH3DUWQHU3URJUDPWKDWHQDEOHVVHOHFWWKLUGSDUWLHVWRSDUWQHU
FORVHO\ZLWKL5RERWLQXVLQJFHUWDLQGDWDDYDLODEOHLQL5RERW¶V+RPH.QRZOHGJH&ORXGWRGHOLYHUHQKDQFHGSURGXFWIHDWXUHV
DQGFXVWRPHUYDOXH&RQVLVWHQWZLWKRXUSRVLWLRQRQFXVWRPHUGDWDSULYDF\RXUFXVWRPHUGDWDLVQRWDFFHVVLEOHWRWKLUGSDUWLHV
\
XQOHVVWKHFXVWRPHUDIILUPDWLYHO\RSWVLQWRWKHSURJUDPDQGDFNQRZOHGJHVWKDWWKLVKRPHXQGHUVWDQGLQJGDWDZLOOEHXVHGLQ
VXSSRUWRIWKHVHUHODWHGLQWHJUDWLRQV$GGLWLRQDOO\ZHDUHDGYDQFLQJWHFKQRORJ\DOOLDQFHVZLWKRWKHUVPDUWKRPHGHYLFH
FRPSDQLHVWKDWZLOOHQDEOHRXUUHVSHFWLYHSURGXFWVWREHLQWHJUDWHGPRUHWLJKWO\DQGWKHUHE\ZRUNWRJHWKHUPRUHVHDPOHVVO\
Sales and Distribution Channels
:HVHOORXUFRQVXPHUSURGXFWVWKURXJKGLVWULEXWRUDQGUHWDLOVDOHVFKDQQHOVDVZHOODVRXURQOLQHVWRUH)RUWKHILVFDO
\HDUVHQGHG'HFHPEHU'HFHPEHUDQG'HFHPEHUVDOHVWRQRQ86FXVWRPHUVDFFRXQWHGIRU
DQGRIWRWDOUHYHQXHUHVSHFWLYHO\)RUWKHILVFDO\HDUVHQGHG'HFHPEHU'HFHPEHUDQG
'HFHPEHUWKH&RPSDQ\JHQHUDWHGDQGRIWRWDOUHYHQXHIURPRQHRILWVUHWDLOHUV $PD]RQ 
UHVSHFWLYHO\
,QWKH8QLWHG6WDWHVDQG&DQDGDZHVHOORXUFRQVXPHUSURGXFWVSULPDULO\WKURXJKDQHWZRUNRIQDWLRQDOUHWDLOHUV&HUWDLQ
VPDOOHUGRPHVWLFUHWDLORSHUDWLRQVDUHVXSSRUWHGE\GLVWULEXWRUVWRZKRPZHVHOORXUSURGXFWVGLUHFWO\:LWKWKHDFTXLVLWLRQRI
62'&DQG5RERSROLVL5RERWGLUHFWO\VHUYLFHVUHWDLOHUVLQ-DSDQDQGFRXQWULHVWKDWZHUHSUHYLRXVO\VHUYLFHGE\5RERSROLV
LQFOXGLQJ$XVWULD%HOJLXP)UDQFH*HUPDQ\1HWKHUODQGV3RUWXJDODQG6SDLQ,QVXSSRUWRIVDOHVLQWKH8QLWHG6WDWHV
&DQDGD-DSDQDQGWKHVHYHQ(XURSHDQFRXQWULHVSUHYLRXVO\VHUYLFHGE\5RERSROLVZHPDLQWDLQLQKRXVHVDOHVPDUNHWLQJDQG
SURGXFWPDQDJHPHQWWHDPV,Q&KLQDUHWDLOHUVDUHVHUYLFHGE\WZRORFDOGLVWULEXWRUV'XHWRWKHVSHFLDOQHHGVRIWKLVPDUNHW
ZHPDLQWDLQDORFDOVDOHVPDUNHWLQJDQGSURGXFWWHDPWRVXSSRUWWKHGLVWULEXWRUVPDQDJHWKHORFDOPDUNHWLQJSODQDQGPHHW
SURGXFWQHHGV7KURXJKRXWWKHUHVWRIWKHZRUOGRXUSURGXFWVDUHVROGSULPDULO\WKURXJKDQHWZRUNRILQFRXQWU\GLVWULEXWRUV
ZKRUHVHOOWRUHWDLOVWRUHVLQWKHLUUHVSHFWLYHFRXQWULHV7KHVHGLVWULEXWRUVDUHVXSSRUWHGE\RXULQWHUQDWLRQDOVDOHVDQGSURGXFW
PDUNHWLQJWHDP
2XUUHWDLODQGGLVWULEXWRUQHWZRUNVDUHRXUSULPDU\GLVWULEXWLRQFKDQQHOVIRURXUSURGXFWV:HKDYHHVWDEOLVKHGYDOXDEOH
GDWDEDVHVDQGFXVWRPHUOLVWVWKDWDOORZXVWRWDUJHWGLUHFWO\WKRVHFRQVXPHUVPRVWOLNHO\WRSXUFKDVHDQHZURERWRUXSJUDGH
:LWK:L)LFRQQHFWLYLW\LPSOHPHQWHGDFURVV5RRPEDDQGKLJKHUPRGHOVL5RERWFDQPRUHGLUHFWO\SURYLGHFXVWRPHU
VXSSRUWYLDWKHL5RERW+20($SS,QDGGLWLRQFRQQHFWLYLW\HQDEOHVXVWRSURYLGHGLUHFWPDUNHWLQJPDWHULDODQGSXVKQHZ
IHDWXUHVIL[HVWRURERWVLQWKHILHOG:HEHOLHYHWKDWZHPDLQWDLQDFORVHFRQQHFWLRQZLWKRXUFXVWRPHUVLQHDFKRIRXUPDUNHWV
ZKLFKSURYLGHVDQHQKDQFHGSRVLWLRQIURPZKLFKWRLPSURYHRXUGLVWULEXWLRQDQGSURGXFWRIIHULQJV
I
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Customer Service and Support
:HDOVRSURYLGHRQJRLQJFXVWRPHUVHUYLFHDQGVXSSRUW&RQVXPHUFXVWRPHUVHUYLFHUHSUHVHQWDWLYHVWKHPDMRULW\RIZKRP
DUHHPSOR\HHVRIRXWVRXUFHGVHUYLFHRUJDQL]DWLRQVRURXUGLVWULEXWLRQSDUWQHUVDUHH[WHQVLYHO\WUDLQHGRQWKHWHFKQLFDO
LQWULFDFLHVRIRXUFRQVXPHUSURGXFWV%HFDXVHRIWKHFRQQHFWHGQDWXUHRIRXUQHZURERWWHFKQRORJ\RXUFXVWRPHUVHUYLFH
\
UHSUHVHQWDWLYHVDUHDEOHWRDFFHVVURERWLQIRUPDWLRQUHPRWHO\WRLGHQWLI\LVVXHVDQGEHKDYLRUVUHOHYDQWLQWURXEOHVKRRWLQJDQG
DGGUHVVLQJFXVWRPHUTXHVWLRQVDQGFRQFHUQV
Marketing and Brand
:HPDUNHWRXUFRQVXPHUURERWVWRHQGXVHUFXVWRPHUVWKURXJKRXUH[WHQVLYHQHWZRUNRIUHWDLOSDUWQHUVZLWKWKHVXSSRUW
RIRXUVDOHVDQGPDUNHWLQJWHDPVDVZHOODVLQFROODERUDWLRQVZLWKLQFRXQWU\GLVWULEXWRUV,QDGGLWLRQZHVHOOGLUHFWO\WR
FRQVXPHUVWKURXJKL5RERW VHFRPPHUFHFKDQQHOVDURXQGWKHZRUOG)RUFRQVXPHUVVHHNLQJLQIRUPDWLRQDERXWRXUSURGXFWV
WKHL5RERWZHEVLWHVKRZFDVHVRXUEUDQGDOORZVFRQVXPHUVWROHDUQPRUHDERXWRXUSURGXFWVLQFOXGLQJWKHODWHVWSURGXFW
LQQRYDWLRQVDQGHQDEOHVGLUHFWWRFRQVXPHUVDOHV7KHZHEVLWHDOVRSOD\VDQLPSRUWDQWDIWHUVDOHVUROHIRURZQHUVVHHNLQJVSDUH
SDUWVDQGDFFHVVRULHVDVZHOODVIRUWURXEOHVKRRWLQJSRVVLEOHLVVXHVDQGFRQWDFWLQJFXVWRPHUVXSSRUW
2XUPDUNHWLQJVWUDWHJ\LVWRGULYHFRQVXPHUDZDUHQHVVDQGLQWHUHVWLQL5RERW VSURGXFWSRUWIROLRPRVWQRWDEO\5RRPED
URERWYDFXXPVDQG%UDDYDURERWPRSVDVZHOODVWRDOHVVHUH[WHQW7HUUDURERWODZQPRZHUV2XUVDOHVDQGPDUNHWLQJ
H[SHQVHVUHSUHVHQWHGDQGRIRXUWRWDOUHYHQXHLQDQGUHVSHFWLYHO\:HH[SHFWWR
FRQWLQXHWRLQYHVWLQQDWLRQDODGYHUWLVLQJFRQVXPHUDQGLQGXVWU\WUDGHVKRZVGLUHFWPDUNHWLQJDQGSXEOLFUHODWLRQVWRGULYH
FRQVXPHUGHPDQGDQGIXUWKHUEXLOGEUDQGDZDUHQHVV:LWKRYHUQLQHPLOOLRQFRQQHFWHGURERWVLQWKHILHOGZHFRQWLQXHWR
H[SORUHPDUNHWLQJRSSRUWXQLWLHVWKDWHQDEOHXVWKHOHYHUDJHWKLVODUJHJOREDODQGJURZLQJLQVWDOOHGEDVHRIFRQVXPHUV
0DUNHWLQJKLJKOLJKWVLQLQFOXGHGVXSSRUWLQJWKHODXQFKHVRIWKH5RRPEDVVDQG%UDDYDMHWPLQPRVWPDMRU
PDUNHWVZRUOGZLGHWKHLQWHUQDWLRQDOLQWURGXFWLRQRIWKH5RRPEDLLDQG7HUUDWEHWDWULDOVLQ*HUPDQ\DQGWKH8QLWHG
6WDWHV,QDGGLWLRQZHFRQWLQXHGWRH[HFXWHFULWLFDOPDUNHWLQJSXEOLFUHODWLRQVDQGFRQVXPHUVHUYLFHHIIRUWVWKDWFRPSOHPHQW
I
RXUWUDGLWLRQDOGHPDQGJHQHUDWLRQDFWLYLWLHVLQZD\VWKDWVRXJKWWRDPSOLI\WKHL5RERWDQGDSSOLFDEOHSURGXFWEUDQGVJHQHUDWH
FRQVXPHULQWHUHVWLQRXUSURGXFWVDQGSHUSHWXDWHFXVWRPHUZRUGRIPRXWKWRHQFRXUDJHUHSHDWSXUFKDVHVE\H[LVWLQJ
FXVWRPHUVDQGLQVSLUHQHZFXVWRPHUVWREX\RXUSURGXFWV
,Q$SULOZHDFTXLUHG62'&ODXQFKLQJQHZL5RERWRIILFHVLQ-DSDQ,Q2FWREHUZHDFTXLUHGRXUODUJHVW
(XURSHDQGLVWULEXWRU5RERSROLVODXQFKLQJQHZL5RERWRIILFHVLQVHYHQFRXQWULHVLQFOXGLQJ$XVWULD%HOJLXP)UDQFH
*HUPDQ\1HWKHUODQGV3RUWXJDODQG6SDLQ7KHVHDFTXLVLWLRQVHQDEOHGXVWRDVVXPHJUHDWHUFRQWURODQGFRQVLVWHQF\LQRXU
DSSURDFKWRDOOPDUNHWDFWLYLWLHVLQFOXGLQJVDOHVPDUNHWLQJEUDQGLQJFKDQQHOUHODWLRQVKLSVDQGFXVWRPHUVHUYLFH $VDUHVXOW
VLQFHFRPSOHWLQJWKHVHDFTXLVLWLRQVZHKDYHFRQWLQXHGWRVXFFHVVIXOO\JURZRXULQWHUQDWLRQDOUHYHQXHDQGEURDGHQRXU
UHODWLRQVKLSVZLWKRQOLQHDQGUHJLRQDOUHWDLOHUVLQNH\PDUNHWVRXWVLGHRIWKH8QLWHG6WDWHV
Manufacturing
2XUFRUHFRPSHWHQFLHVDUHWKHGHVLJQGHYHORSPHQWDQGPDUNHWLQJRIURERWV2XUPDQXIDFWXULQJVWUDWHJ\LVWRRXWVRXUFH
QRQFRUHFRPSHWHQFLHVVXFKDVWKHSURGXFWLRQRIRXUURERWVWRWKLUGSDUW\HQWLWLHVVNLOOHGLQPDQXIDFWXULQJ%\UHO\LQJRQWKH
RXWVRXUFHGPDQXIDFWXUHRIRXUURERWVZHFDQIRFXVRXUHQJLQHHULQJH[SHUWLVHRQWKHGHVLJQRIURERWVDQGDVVRFLDWHG
WHFKQRORJLHV
0DQXIDFWXULQJDQHZSURGXFWUHTXLUHVDFORVHUHODWLRQVKLSEHWZHHQRXUSURGXFWGHVLJQHUVDQGWKHPDQXIDFWXULQJ
RUJDQL]DWLRQV8VLQJPXOWLSOHHQJLQHHULQJWHFKQLTXHVRXUSURGXFWVDUHLQWURGXFHGWRWKHVHOHFWHGSURGXFWLRQIDFLOLW\DWDQHDUO\
GHYHORSPHQWVWDJHDQGWKHIHHGEDFNSURYLGHGE\PDQXIDFWXULQJLVLQFRUSRUDWHGLQWRWKHGHVLJQEHIRUHWRROLQJLVILQDOL]HGDQG
PDVVSURGXFWLRQEHJLQV$VDUHVXOWZHEHOLHYHWKDWZHFDQVLJQLILFDQWO\UHGXFHWKHWLPHUHTXLUHGWRPRYHDSURGXFWIURPLWV
GHVLJQSKDVHWRPDVVSURGXFWLRQGHOLYHULHVZLWKLPSURYHGTXDOLW\DQG\LHOGV
:HRXWVRXUFHWKHPDQXIDFWXULQJRIRXUFRQVXPHUSURGXFWVWRIRXUFRQWUDFWPDQXIDFWXUHUVZLWKSODQWVLQ6RXWKHUQ&KLQD
,QODWHZHDGGHGDGGLWLRQDOPDQXIDFWXULQJFDSDFLW\LQ0DOD\VLDZLWKRQHRIRXUH[LVWLQJFRQWUDFWPDQXIDFWXUHUVDQGZH
DQWLFLSDWHWKDWDVHFRQGFRQWUDFWPDQXIDFWXUHUZLOOEHTXDOLILHGIRUSURGXFWLRQLQ0DOD\VLDLQ:HH[SHFWWKDW
PDQXIDFWXULQJYROXPHVLQ0DOD\VLDZLOOUDPSXSLQLQFOXGLQJSRWHQWLDOSURGXFWLRQRIDQDGGLWLRQDO5RRPEDPRGHO :H
EHOLHYHWKDWPDQXIDFWXULQJRXUSURGXFWVLQ0DOD\VLDZLOOKHOSPLWLJDWHRXUH[SRVXUHWRFXUUHQWDQGSURVSHFWLYHWDULIIVRQ
I
SURGXFWVLPSRUWHGIURP&KLQD:HEHOLHYHWKDWZHKDYHWDNHQVWHSVWRGLYHUVLI\RXUPDQXIDFWXULQJVRWKDWRYHUDOOYROXPHVDUH
UHODWLYHO\ZHOOEDODQFHGDFURVVRXUIRXUFRQWUDFWPDQXIDFWXUHUVDQGDVXEVWDQWLDOPDMRULW\RIYROXPHLVGXDOVRXUFHG2XU
SURGXFWLRQSURFHVVHVJLYHXVWKHFDSDFLW\WRSURGXFHXSWRURERWVDGD\KHOSLQJXVWRPHHWGHPDQGIRUSHDNVHDVRQV
\
8QGHURXUDJUHHPHQWVZLWKRXUFRQWUDFWPDQXIDFWXUHUVPDQXIDFWXUHUVVXSSO\XVZLWKVSHFLILHGTXDQWLWLHVRISURGXFWVWKDW
DOLJQZLWKGHPDQGIRUHFDVWVWKDWZHHVWDEOLVKEDVHGXSRQKLVWRULFDOWUHQGVDQGDQDO\VLVIURPRXUVDOHVDQGSURGXFWPDQDJHPHQW
IXQFWLRQV


Research and Development
:HEHOLHYHWKDWRXUIXWXUHVXFFHVVGHSHQGVXSRQRXUDELOLW\WRFRQWLQXHWRGHYHORSQHZSURGXFWVDQGSURGXFWDFFHVVRULHV
DQGHQKDQFHPHQWVWRDQGDSSOLFDWLRQVIRURXUH[LVWLQJSURGXFWV)RUWKH\HDUVHQGHG'HFHPEHU'HFHPEHU
DQG'HFHPEHURXUUHVHDUFKDQGGHYHORSPHQWH[SHQVHVZHUHPLOOLRQPLOOLRQDQGPLOOLRQRU
DQGRIUHYHQXHUHVSHFWLYHO\:HLQWHQGWRFRQWLQXHRXULQYHVWPHQWLQUHVHDUFKDQGGHYHORSPHQWWR
UHVSRQGWRDQGDQWLFLSDWHFXVWRPHUQHHGVDQGWRHQDEOHXVWRLQWURGXFHQHZSURGXFWVRYHUWKHQH[WIHZ\HDUVWKDWZLOOFRQWLQXH
WRDGGUHVVRXUH[LVWLQJDQGDGMDFHQWPDUNHWVHFWRUV
2XUUHVHDUFKDQGGHYHORSPHQWLVFRQGXFWHGE\WHDPVGHGLFDWHGWRSDUWLFXODUSURMHFWV2XUUHVHDUFKDQGGHYHORSPHQW
HIIRUWVDUHSULPDULO\ORFDWHGDWRXUKHDGTXDUWHUVLQ%HGIRUG0DVVDFKXVHWWVDQGRXURIILFHLQ3DVDGHQD&DOLIRUQLD
Competition

:KLOHZHEHOLHYHPDQ\RIRXUFXVWRPHUVSXUFKDVHRXU5RRPEDIORRUYDFXXPLQJURERWVDQG%UDDYDPRSSLQJURERWVDVD
VXSSOHPHQWWRUDWKHUWKDQDUHSODFHPHQWIRUWKHLUWUDGLWLRQDOYDFXXPFOHDQHUVDQGZHWIORRUFOHDQLQJPHWKRGVZHGRFRPSHWH
LQVRPHFDVHVZLWKSURYLGHUVRIWUDGLWLRQDOFOHDQLQJSURGXFWV:HH[SHFWWKDWWKHSULPDU\FRPSHWLWLRQIRURXU7HUUDURERW
PRZHUZLOOEHSURYLGHUVRIWUDGLWLRQDOKXPDQRSHUDWHGODZQPRZHUVDQGODZQFDUHVHUYLFHV
:HEHOLHYHWKDWWKHSULQFLSDOFRPSHWLWLYHIDFWRUVLQWKHPDUNHWIRUURERWVLQFOXGHSURGXFWIHDWXUHVSHUIRUPDQFHIRUWKH
LQWHQGHGPLVVLRQWRWDOFRVWRIV\VWHPRSHUDWLRQDQGRYHUDOOSHUFHLYHGYDOXHLQFOXGLQJPDLQWHQDQFHDQGVXSSRUWHDVHRIXVH
LQWHJUDWLRQZLWKH[LVWLQJHTXLSPHQWTXDOLW\UHOLDELOLW\FXVWRPHUVXSSRUWEUDQGDQGUHSXWDWLRQ
2XUDELOLW\WRUHPDLQFRPSHWLWLYHZLOOGHSHQGWRDJUHDWH[WHQWXSRQRXURQJRLQJSHUIRUPDQFHLQWKHDUHDVRISURGXFW
GHYHORSPHQWDQGFXVWRPHUVXSSRUWSDUWLFXODUO\DVLWUHODWHVWRGHOLYHULQJH[FHSWLRQDOYDOXHWRFXVWRPHUV:HUHPDLQFRPPLWWHG
WRIXQGLQJWKHHQKDQFHPHQWRIRXUSURGXFWVDQGWKHGHYHORSPHQWRIQHZSURGXFWVDVZHOODVLQYHVWLQJLQWKHYDULRXVVDOHV
PDUNHWLQJDQGVXSSRUWDFWLYLWLHVZHEHOLHYHDUHQHFHVVDU\WRVWLPXODWHFXVWRPHUGHPDQGDQGPDLQWDLQDQGLPSURYHFXVWRPHU
VDWLVIDFWLRQ
Intellectual Property
:HEHOLHYHWKDWRXUFRQWLQXHGVXFFHVVGHSHQGVLQODUJHSDUWRQRXUSURSULHWDU\WHFKQRORJ\WKHWHFKQLFDOFRPSHWHQFHDQG
DELOLW\RIRXUHPSOR\HHVWRFRQWLQXHWRLQQRYDWH7KHRZQHUVKLSRILQWHOOHFWXDOSURSHUW\ULJKWVLVDQLPSRUWDQWIDFWRULQRXU
EXVLQHVV7KLVLQFOXGHVSDWHQWVFRS\ULJKWVWUDGHPDUNVVHUYLFHPDUNVWUDGHGUHVVDQGRWKHUIRUPVRILQWHOOHFWXDOSURSHUW\
ULJKWVLQWKH8QLWHG6WDWHVDQGDQXPEHURIIRUHLJQFRXQWULHV7KH&RPSDQ\FXUUHQWO\KROGVDVLJQLILFDQWQXPEHURISDWHQWVDQG
KDVILOHGQXPHURXVDGGLWLRQDOSDWHQWDSSOLFDWLRQV$VRI'HFHPEHUZHKHOG86SDWHQWVPRUHWKDQIRUHLJQ
SDWHQWVDGGLWLRQDOGHVLJQUHJLVWUDWLRQVDQGKDYHPRUHWKDQSDWHQWDSSOLFDWLRQVSHQGLQJZRUOGZLGH:KLOHRXU
86SDWHQWVZLOOEHJLQWRH[SLUHLQQRVLQJOHLQWHOOHFWXDOSURSHUW\ULJKWLVVROHO\UHVSRQVLEOHIRUSURWHFWLQJRXUSURGXFWV
:HZLOOFRQWLQXHWRILOHDQGSURVHFXWHSDWHQW RUGHVLJQUHJLVWUDWLRQDVDSSOLFDEOH DSSOLFDWLRQVZKHQDQGZKHUHDSSURSULDWHWR
DWWHPSWWRSURWHFWRXUULJKWVLQRXUSURSULHWDU\WHFKQRORJLHV:HDOVRHQFRXUDJHRXUHPSOR\HHVWRFRQWLQXHWRLQYHQWDQG
GHYHORSQHZWHFKQRORJLHVVRDVWRPDLQWDLQRXUFRPSHWLWLYHQHVVLQWKHPDUNHWSODFH,WLVSRVVLEOHWKDWRXUFXUUHQWSDWHQWVRU
SDWHQWVZKLFKZHPD\ODWHUDFTXLUHPD\EHVXFFHVVIXOO\FKDOOHQJHGRULQYDOLGDWHGLQZKROHRULQSDUW,WLVDOVRSRVVLEOHWKDW
ZHPD\QRWREWDLQLVVXHGSDWHQWVIRURXUSHQGLQJSDWHQWDSSOLFDWLRQVRURWKHULQYHQWLRQVZHVHHNWRSURWHFW,QWKDWUHJDUGZH
VRPHWLPHVSHUPLWFHUWDLQLQWHOOHFWXDOSURSHUW\WRODSVHRUJRDEDQGRQHGXQGHUDSSURSULDWHFLUFXPVWDQFHV,WLVDOVRSRVVLEOHWKDW
ZHPD\QRWGHYHORSSURSULHWDU\SURGXFWVRUWHFKQRORJLHVLQWKHIXWXUHWKDWDUHSDWHQWDEOHRUWKDWDQ\SDWHQWLVVXHGWRXVPD\
QRWSURYLGHXVZLWKDQ\FRPSHWLWLYHDGYDQWDJHVRUWKDWWKHSDWHQWVRIRWKHUVZLOOKDUPRUDOWRJHWKHUSUHFOXGHRXUDELOLW\WRGR
EXVLQHVV
2XUUHJLVWHUHG86WUDGHPDUNVLQFOXGHL5RERWDQGLWVVW\OL]HGORJR5RRPED&OHDQ%DVH1RUWK6WDU&UHDWH
L$GDSW$ZDUH+RPH%DVH/RRM%UDDYD%UDDYDMHW$HUR)RUFH%HWWHU7RJHWKHU0LUUD5RRW7HUUDY6/$0DQG9LUWXDO
:DOO2XUPDUNVL5RERW5RRPED%UDDYD%UDDYDMHW5RRW7HUUD9LUWXDO:DOODQGFHUWDLQRWKHUWUDGHPDUNVKDYHDOVREHHQ
UHJLVWHUHGLQVHOHFWHGIRUHLJQFRXQWULHV
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7KHPDUNHWIRUURERWVLVKLJKO\FRPSHWLWLYHUDSLGO\HYROYLQJDQGVXEMHFWWRFKDQJLQJWHFKQRORJLHVVKLIWLQJFXVWRPHU
QHHGVDQGH[SHFWDWLRQVDQGWKHOLNHO\LQFUHDVHGLQWURGXFWLRQRIQHZSURGXFWV $QXPEHURIHVWDEOLVKHGFRPSDQLHVKDYH
GHYHORSHGURERWVWKDWFRPSHWHGLUHFWO\ZLWKRXUSURGXFWRIIHULQJVDQGPDQ\RIRXUFRPSHWLWRUVKDYHVLJQLILFDQWO\PRUH
ILQDQFLDODQGRWKHUUHVRXUFHVWKDQZHSRVVHVV2XUURERWFOHDQLQJFRPSHWLWRUVLQFOXGHFRQVXPHUHOHFWURQLFVDQGFRQVXPHU
DSSOLDQFHFRPSDQLHVVXFKDV6DPVXQJ/*3DQDVRQLF;LDRPL&HFRWHF+LWDFKL(OHFWUROX[0LGHDDQG6KDUNWUDGLWLRQDO
IORRUFOHDQLQJEUDQGVZLWKURERWLFRIIHULQJVVXFKDV'\VRQ%LVVHOODQG+RRYHUDQGILUPVSULPDULO\IRFXVHGRQURERWLFFOHDQLQJ
VXFKDV(FRYDFV5RERURFN1HDWRDQGL/LIH,QDGGLWLRQWRGHGLFDWHGURERWYDFXXPDQGURERWPRSSURGXFWVFHUWDLQURERW
FOHDQLQJSURGXFWVRIIHUHGE\FRPSHWLWRUVFRPELQHWKHIXQFWLRQDOLW\RIURERWYDFXXPVDQGPRSVLQWRDVLQJOHSURGXFW

2XUPHDQVRISURWHFWLQJRXUSURSULHWDU\ULJKWVPD\QRWEHDGHTXDWHDQGRXUFRPSHWLWRUVPD\LQGHSHQGHQWO\GHYHORS
WHFKQRORJ\WKDWLVVLPLODUWRRXUV/HJDOSURWHFWLRQVDIIRUGRQO\OLPLWHGSURWHFWLRQIRURXUWHFKQRORJ\7KHODZVRIPDQ\
FRXQWULHVGRQRWSURWHFWRXUSURSULHWDU\ULJKWVWRDVJUHDWDQH[WHQWDVGRWKHODZVRIWKH8QLWHG6WDWHV'HVSLWHRXUHIIRUWVWR
I
SURWHFWRXUSURSULHWDU\ULJKWVXQDXWKRUL]HGSDUWLHVKDYHLQWKHSDVWDWWHPSWHGDQGPD\LQWKHIXWXUHDWWHPSWWRFRS\DVSHFWVRI
RXUSURGXFWVRUWRREWDLQDQGXVHLQIRUPDWLRQWKDWZHUHJDUGDVSURSULHWDU\6RPHRIRXUFRPSHWLWRUVVHHNWRFRPSHWHSULPDULO\
WKURXJKDJJUHVVLYHSULFLQJDQGORZFRVWVWUXFWXUHVZKLOHLQIULQJLQJRQRXULQWHOOHFWXDOSURSHUW\
2Q2FWREHUZHLQLWLDWHGDSDWHQWLQIULQJHPHQWODZVXLWLQIHGHUDOGLVWULFWFRXUWLQ0DVVDFKXVHWWVDJDLQVW
6KDUN1LQMD2SHUDWLQJ//&DQGLWVUHODWHGHQWLWLHV 6KDUN1LQMD IRULQIULQJHPHQWRISDWHQWVIRUWHFKQRORJ\UHODWHGWRURERWLF
YDFXXPFOHDQHUV,QDGGLWLRQZHVRXJKWDSUHOLPLQDU\LQMXQFWLRQDJDLQVW6KDUN1LQMDIRULQIULQJHPHQWRIWKUHH86SDWHQWV
6KDUN1LQMDKDVLQSDUDOOHOVRXJKWGHFODUDWLRQVRIQRQLQIULQJHPHQWRIWKLUWHHQ86SDWHQWVRZQHGE\L5RERW2Q1RYHPEHU
WKHIHGHUDOGLVWULFWFRXUWLQ0DVVDFKXVHWWVGHQLHGL5RERW VPRWLRQIRUDSUHOLPLQDU\LQMXQFWLRQ
3UHYLRXVO\LQZHLQLWLDWHGDPXOWLSDUW\OLWLJDWLRQDWWKH86,QWHUQDWLRQDO7UDGH&RPPLVVLRQ ,7& DVZHOODVLQ
IHGHUDOGLVWULFWFRXUWLQ0DVVDFKXVHWWVEDVHGRQFODLPVRISDWHQWLQIULQJHPHQW,Q1RYHPEHUWKH,7&LVVXHGD1RWLFHRI
)LQDO'HWHUPLQDWLRQFRQILUPLQJWKDW863DWHQW1RLVYDOLGDQGLQIULQJHGDQGWKDWWKHLQIULQJLQJSURGXFWVIRU
E2EVZHHS,QFE2EVZHHS86$+RRYHUDQG6KHQ]KHQ6LOYHU6WDU,QWHOOLJHQW7HFKQRORJ\&R/WGVKRXOGEHEDUUHGIURP
LPSRUWDWLRQLQWRWKH8QLWHG6WDWHV3ULRUWRWKHLVVXDQFHRIWKH)LQDO'HWHUPLQDWLRQL5RERWHQWHUHGLQWRFRQILGHQWLDOVHWWOHPHQWV
ZLWK6KHQ]KHQ=KL\L7HFKQRORJ\&R/WGGEDL/LIH0LFUR6WDU,QWHUQDWLRQDO%ODFN 'HFNHUDQG0DWVXWHN
7KHUHLVQRJXDUDQWHHWKDWZHZLOOSUHYDLORQRWKHUSDWHQWLQIULQJHPHQWFODLPVDJDLQVWWKLUGSDUWLHV7KLUGSDUWLHVPD\DOVR
GHVLJQDURXQGRXUSURSULHWDU\ULJKWVZKLFKPD\UHQGHURXUSURWHFWHGSURGXFWVOHVVYDOXDEOHLIWKHGHVLJQDURXQGLVIDYRUDEO\
UHFHLYHGLQWKHPDUNHWSODFH,QDGGLWLRQLIDQ\RIRXUSURGXFWVRUWKHWHFKQRORJ\XQGHUO\LQJRXUSURGXFWVLVFRYHUHGE\WKLUG
SDUW\SDWHQWVRURWKHULQWHOOHFWXDOSURSHUW\ULJKWVZHFRXOGEHVXEMHFWWRYDULRXVOHJDODFWLRQV :HFDQQRWDVVXUH\RXWKDWRXU
SURGXFWVGRQRWLQIULQJHSDWHQWVKHOGE\RWKHUVRUWKDWWKH\ZLOOQRWLQWKHIXWXUH:HKDYHUHFHLYHGLQWKHSDVWFRPPXQLFDWLRQV
IURPWKLUGSDUWLHVUHODWLQJWRWHFKQRORJLHVXVHGLQRXUYDULRXVURERWSURGXFWVWKDWKDYHDOOHJHGLQIULQJHPHQWRISDWHQWVRU
YLRODWLRQRIRWKHULQWHOOHFWXDOSURSHUW\ULJKWV6RPHRIWKHVHDOOHJDWLRQVKDYHUHVXOWHGLQDFWLRQVILOHGDJDLQVWL5RERWLQIRUHLJQ
MXULVGLFWLRQV,QUHVSRQVHWRWKHVHFRPPXQLFDWLRQVZHKDYHFRQWDFWHGWKHVHWKLUGSDUWLHVWRFRQYH\RXUJRRGIDLWKEHOLHIWKDWZH
GRQRWLQIULQJHWKHSDWHQWVLQTXHVWLRQRURWKHUZLVHYLRODWHWKRVHSDUWLHV ULJKWV:KHUHDQDFWLRQKDVEHHQILOHGZHZLOOGHIHQG
L5RERWDJDLQVWWKHDOOHJDWLRQV:HFDQQRWDVVXUH\RXWKDWZHZLOOQRWUHFHLYHIXUWKHUFRUUHVSRQGHQFHIURPWKHVHSDUWLHVQRWEH
VXEMHFWWRDGGLWLRQDODOOHJDWLRQVRILQIULQJHPHQWIURPRWKHUVDQGFDQQRWDVVXUH\RXWKDWL5RERWZLOOSUHYDLOLQDQ\RQJRLQJRU
VXEVHTXHQWO\ILOHGDFWLRQV/LWLJDWLRQPD\EHQHFHVVDU\WRHQIRUFHRXULQWHOOHFWXDOSURSHUW\ULJKWVWRSURWHFWRXUWUDGHVHFUHWVWR
GHWHUPLQHWKHYDOLGLW\DQGVFRSHRIWKHSURSULHWDU\ULJKWVRIRWKHUVRUWRGHIHQGDJDLQVWFODLPVRILQIULQJHPHQWRULQYDOLGLW\
\
PLVDSSURSULDWLRQRURWKHUFODLPV$Q\VXFKOLWLJDWLRQFRXOGUHVXOWLQVXEVWDQWLDOFRVWVDQGGLYHUVLRQRIRXUUHVRXUFHV0RUHRYHU
DQ\VHWWOHPHQWRIRUDGYHUVHMXGJPHQWUHVXOWLQJIURPVXFKOLWLJDWLRQFRXOGUHTXLUHXVWRREWDLQDOLFHQVHWRFRQWLQXHWRXVHWKH
WHFKQRORJ\WKDWLVWKHVXEMHFWRIWKHFODLPRURWKHUZLVHUHVWULFWRUSURKLELWRXUXVHRIWKHWHFKQRORJ\$Q\UHTXLUHGOLFHQVHVPD\
QRWEHDYDLODEOHWRXVRQDFFHSWDEOHWHUPVLIDWDOO,IZHDWWHPSWWRGHVLJQDURXQGWKHWHFKQRORJ\DWLVVXHRUWRILQGDQRWKHU
SURYLGHURIVXLWDEOHDOWHUQDWLYHWHFKQRORJ\WRSHUPLWXVWRFRQWLQXHRIIHULQJDSSOLFDEOHVRIWZDUHRUSURGXFWVROXWLRQVRXU
I
FRQWLQXHGVXSSO\RIVRIWZDUHRUSURGXFWVROXWLRQVFRXOGEHGLVUXSWHGRURXULQWURGXFWLRQRIQHZRUHQKDQFHGVRIWZDUHRU
SURGXFWVFRXOGEHVLJQLILFDQWO\GHOD\HG
Seasonality
+LVWRULFDOO\ZHKDYHH[SHULHQFHGKLJKHUUHYHQXHLQWKHVHFRQGKDOIRIWKH\HDUFRPSDUHGWRWKHILUVWKDOIRIWKH\HDUGXH
LQODUJHSDUWWRLQFUHDVHGGHPDQGDURXQGWKH'HFHPEHUKROLGD\VHDVRQ,QDQGRXUVHFRQGKDOIFRQVXPHU
SURGXFWUHYHQXHUHSUHVHQWHGDQGRIRXUDQQXDOFRQVXPHUSURGXFWUHYHQXHUHVSHFWLYHO\:HKDYHDOVR
H[SHULHQFHGKLJKHUVHOOLQJDQGPDUNHWLQJH[SHQVHVLQWKHVHFRQGKDOIRIWKH\HDUFRPSDUHGWRWKHILUVWKDOIRIWKH\HDUGXHWR
LQFUHDVHPDUNHWLQJFDPSDLJQVWRVXSSRUWVHDVRQDOKROLGD\GHPDQG,QDQGRXUVHOOLQJDQGPDUNHWLQJH[SHQVH
LQWKHVHFRQGKDOIRIWKH\HDUUHSUHVHQWHGDQGRIRXUVHOOLQJDQGPDUNHWLQJH[SHQVHIRUIXOOILVFDO\HDU
UHVSHFWLYHO\:HH[SHFWWKDWWKHPDMRULW\RIRXUUHYHQXHDQGVHOOLQJDQGPDUNHWLQJH[SHQVHVZLOOFRQWLQXHWREHJHQHUDWHGLQWKH
VHFRQGKDOIRIDQ\JLYHQILVFDO\HDUXQOHVVRUXQWLOZHVXFFHVVIXOO\LQWURGXFHQHZSURGXFWVVXFKDV 7HUUDWKDWKDYHSRWHQWLDOWR
JHQHUDWHVWURQJHUVDOHVGXULQJWKHILUVWKDOIRIWKH\HDU



Regulations
2XUEXVLQHVVUHTXLUHVFRPSOLDQFHZLWKDYDULHW\RIODZVDQGUHJXODWLRQVLQWKH8QLWHG6WDWHVDQGDEURDGUHJDUGLQJ
SULYDF\GDWDSURWHFWLRQDQGGDWDVHFXULW\,QSDUWLFXODUZHDUHVXEMHFWWRQXPHURXV86IHGHUDOVWDWHDQGORFDOODZVDQG
UHJXODWLRQVDQGIRUHLJQODZVDQGUHJXODWLRQVUHJDUGLQJSULYDF\DQGWKHFROOHFWLRQVKDULQJXVHSURFHVVLQJGLVFORVXUHDQG
SURWHFWLRQRISHUVRQDOLQIRUPDWLRQDQGRWKHUXVHUGDWDLQFOXGLQJWKH*HQHUDO'DWD3URWHFWLRQ5HJXODWLRQ *'35 DQG
&DOLIRUQLD&RQVXPHU3ULYDF\$FW,QDGGLWLRQWKHJOREDOQDWXUHRIRXUEXVLQHVVRSHUDWLRQVDOVRFUHDWHVYDULRXVGRPHVWLFDQG
IRUHLJQUHJXODWRU\FKDOOHQJHVDQGVXEMHFWVXVWRODZVDQGUHJXODWLRQVVXFKDVWKH86)RUHLJQ&RUUXSW3UDFWLFHV$FWWKH8.
%ULEHU\$FWDQGVLPLODUDQWLEULEHU\DQGDQWLFRUUXSWLRQODZVLQRWKHUMXULVGLFWLRQV2XUSURGXFWVPD\EHVXEMHFWWR86H[SRUW
FRQWUROVLQFOXGLQJWKH8QLWHG6WDWHV'HSDUWPHQWRI&RPPHUFH¶V([SRUW$GPLQLVWUDWLRQ5HJXODWLRQVYDULRXVHFRQRPLFDQG
WUDGHVDQFWLRQVUHJXODWLRQVHVWDEOLVKHGE\WKH7UHDVXU\'HSDUWPHQW¶V2IILFHRI)RUHLJQ$VVHWV&RQWUROVDQGWUDGHSROLFLHVDQG
WDULIIVHVWDEOLVKHGE\WKHJRYHUQPHQWVRIWKH8QLWHG6WDWHV&KLQDDQGRWKHUMXULVGLFWLRQVZKHUHZHGREXVLQHVV

:HDUHDOVRVXEMHFWWRLQWHUQDWLRQDODQG86IHGHUDOVWDWHDQGORFDOODZVDQGUHJXODWLRQVGHVLJQHGWRSURWHFWWKH
HQYLURQPHQWUHJXODWHHQHUJ\HIILFLHQF\DQGWRUHJXODWHWKHGLVFKDUJHRIPDWHULDOVLQWRWKHHQYLURQPHQW:HEHOLHYHWKDWRXU
SROLFLHVSUDFWLFHVDQGSURFHGXUHVDUHSURSHUO\GHVLJQHGWRSUHYHQWXQUHDVRQDEOHULVNRIHQYLURQPHQWDOGDPDJHDQGDVVRFLDWHG
ILQDQFLDOOLDELOLW\7RGDWHHQYLURQPHQWDOFRQWUROUHJXODWLRQVKDYHQRWKDGDVLJQLILFDQWDGYHUVHHIIHFWRQRXURYHUDOORSHUDWLRQV
Employees
$VRI'HFHPEHUZHKDGIXOOWLPHHPSOR\HHV$SSUR[LPDWHO\RIRXUHPSOR\HHVDUHEDVHGRXWVLGHRI
WKH8QLWHG6WDWHV1RQHRIRXUHPSOR\HHVLQWKH8QLWHG6WDWHVDUHUHSUHVHQWHGE\DODERUXQLRQ,QFHUWDLQIRUHLJQVXEVLGLDULHV
ODERUXQLRQVRUZRUNHUV¶FRXQFLOVUHSUHVHQWVRPHRIRXUHPSOR\HHV:HEHOLHYHWKDWZHKDYHDJRRGUHODWLRQVKLSZLWKRXU
HPSOR\HHV
Prior Line of Business
,QZHVROGRXUGHIHQVHDQGVHFXULW\EXVLQHVVDQGH[LWHGWKHUHPRWHSUHVHQFHEXVLQHVVDVSDUWRIDVWUDWHJLFLQLWLDWLYH
WRFDSLWDOL]HRQWKHVXEVWDQWLDORSSRUWXQLWLHVDYDLODEOHWRXVZLWKLQFRQVXPHUURERWPDUNHWV
Available Information
:HZHUHLQFRUSRUDWHGLQ&DOLIRUQLDLQ$XJXVWXQGHUWKHQDPH,65RERWLFV,QFDQGUHLQFRUSRUDWHGDV,65RERWLFV
&RUSRUDWLRQLQ0DVVDFKXVHWWVLQ-XQH:HUHLQFRUSRUDWHGLQ'HODZDUHDVL5RERW&RUSRUDWLRQLQ'HFHPEHU:H
FRQGXFWRSHUDWLRQVDQGPDLQWDLQDQXPEHURIVXEVLGLDULHVLQWKH8QLWHG6WDWHVDQGDEURDGLQFOXGLQJRSHUDWLRQVLQ $XVWULD
%HOJLXP&KLQD)UDQFH*HUPDQ\+RQJ.RQJ-DSDQ1HWKHUODQGV3RUWXJDO6SDLQDQGWKH8QLWHG.LQJGRP:HDOVR
PDLQWDLQL5RERW6HFXULWLHV&RUSRUDWLRQD0DVVDFKXVHWWVVHFXULWLHVFRUSRUDWLRQWRLQYHVWRXUFDVKEDODQFHVRQDVKRUWWHUP
EDVLV2XUZHEVLWHDGGUHVVLVZZZLURERWFRP:HKDYHLQFOXGHGRXUZHEVLWHDGGUHVVDVDQLQDFWLYHWH[WXDOUHIHUHQFHRQO\7KH
LQIRUPDWLRQRQRUWKDWFDQEHDFFHVVHGWKURXJKRXUZHEVLWHLVQRWSDUWRIRULQFRUSRUDWHGE\UHIHUHQFHLQWRWKLV$QQXDO
5HSRUW2XU$QQXDO5HSRUWRQ)RUP.4XDUWHUO\5HSRUWVRQ)RUP4&XUUHQW5HSRUWVRQ)RUP.DQGDPHQGPHQWVWR
WKRVHUHSRUWVILOHGRUIXUQLVKHGSXUVXDQWWR6HFWLRQ D RU G RIWKH6HFXULWLHV([FKDQJH $FWRIDVDPHQGHG WKH
([FKDQJH$FW DUHDYDLODEOHIUHHRIFKDUJHWKURXJKWKHLQYHVWRUUHODWLRQVSDJHRIRXUZHEVLWHDVVRRQDVUHDVRQDEO\
SUDFWLFDEOHDIWHUZHHOHFWURQLFDOO\ILOHVXFKPDWHULDOZLWKRUIXUQLVKLWWRWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQ
$OWHUQDWLYHO\WKHVHUHSRUWVPD\EHDFFHVVHGDWWKH6(&¶VZHEVLWHDWZZZVHFJRY
ITEM 1A.

RISK FACTORS

:HRSHUDWHLQDUDSLGO\FKDQJLQJHQYLURQPHQWWKDWLQYROYHVDQXPEHURIULVNVVRPHRIZKLFKDUHEH\RQGRXUFRQWURO7KLV
GLVFXVVLRQKLJKOLJKWVVRPHRIWKHULVNVZKLFKPD\DIIHFWIXWXUHRSHUDWLQJUHVXOWV7KHVHDUHWKHULVNVDQGXQFHUWDLQWLHVZH
EHOLHYHDUHPRVWLPSRUWDQWIRU\RXWRFRQVLGHU$GGLWLRQDOULVNVDQGXQFHUWDLQWLHVQRWSUHVHQWO\NQRZQWRXVZKLFKZHFXUUHQWO\
GHHPLPPDWHULDORUZKLFKDUHVLPLODUWRWKRVHIDFHGE\RWKHUFRPSDQLHVLQRXULQGXVWU\RUEXVLQHVVLQJHQHUDOPD\DOVRLPSDLU
RXUEXVLQHVVRSHUDWLRQV,IDQ\RIWKHIROORZLQJULVNVRUXQFHUWDLQWLHVDFWXDOO\RFFXUVRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQG
RSHUDWLQJUHVXOWVZRXOGOLNHO\VXIIHU
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7KHODZVLQHDFKRIWKHVHDUHDVLQSDUWLFXODUWKRVHUHODWHGWRGDWDSULYDF\DUHFRQWLQXDOO\FKDQJLQJDQGHYROYLQJLQ
XQSUHGLFWDEOHZD\V1HZODZVDQGUHJXODWLRQVLQDQ\RIWKHVHDUHDVDVZHOODVFRPSOLDQFHZLWKWKHVHODZV DQGWKHLU
GHULYDWLYHV PD\KDYHDQDGYHUVHHIIHFWRQRXUEXVLQHVV,IZHIDLOWRFRPSO\ZLWKWKHVHODZVZHPD\EHVXEMHFWWRVLJQLILFDQW
OLDELOLWLHVDQGRWKHUSHQDOWLHV

We operate in an emerging market, which makes it difficult to evaluate our business and future prospects.
5RERWVUHSUHVHQWDQHZDQGHPHUJLQJPDUNHW$FFRUGLQJO\RXUEXVLQHVVDQGIXWXUHSURVSHFWVDUHGLIILFXOWWRHYDOXDWH:H
FDQQRWDFFXUDWHO\SUHGLFWWKHH[WHQWWRZKLFKGHPDQGIRUFRQVXPHUURERWVZLOOLQFUHDVHLIDWDOO <RXVKRXOGFRQVLGHUWKH
FKDOOHQJHVULVNVDQGXQFHUWDLQWLHVIUHTXHQWO\HQFRXQWHUHGE\FRPSDQLHVXVLQJQHZDQGXQSURYHQEXVLQHVVPRGHOVLQUDSLGO\
HYROYLQJPDUNHWV7KHVHFKDOOHQJHVLQFOXGHRXUDELOLW\WR
 JHQHUDWHVXIILFLHQWUHYHQXHDQGJURVVPDUJLQWRPDLQWDLQSURILWDELOLW\
 DFTXLUHDQGPDLQWDLQPDUNHWVKDUHLQRXUFRQVXPHUPDUNHW
 DWWUDFWDQGUHWDLQFXVWRPHUVRIRXUFRQVXPHUURERWV
 DWWUDFWDQGUHWDLQHQJLQHHUVDQGRWKHUKLJKO\TXDOLILHGSHUVRQQHODQG
 H[SDQGRXUSURGXFWRIIHULQJVEH\RQGRXUH[LVWLQJURERWV
,IZHIDLOWRVXFFHVVIXOO\DGGUHVVWKHVHDQGRWKHUFKDOOHQJHVULVNVDQGXQFHUWDLQWLHVRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQG
ILQDQFLDOFRQGLWLRQZRXOGEHPDWHULDOO\KDUPHG
Our business currently depends solely on our consumer robots, and our sales growth and operating results would be
negatively impacted if we are unable to enhance our current consumer robots or develop new consumer robots at competitive
prices or in a timely manner, or if the consumer robot market does not achieve broad market acceptance.
:HSULPDULO\GHULYHRXUUHYHQXHIURPFRQVXPHUURERWVDOHV)RUWKHIRUHVHHDEOHIXWXUHZHH[SHFWWKDWRXUUHYHQXHZLOOEH
GHULYHGVROHO\IURPVDOHVRIFRQVXPHUURERWVLQJHQHUDODQGKRPHIORRUFDUHSURGXFWVLQSDUWLFXODU$FFRUGLQJO\RXUIXWXUH
VXFFHVVGHSHQGVXSRQRXUDELOLW\WRIXUWKHUSHQHWUDWHWKHFRQVXPHUKRPHFDUHPDUNHWWRHQKDQFHRXUFXUUHQWFRQVXPHUSURGXFWV
DQGWRGHYHORSDQGLQWURGXFHQHZFRQVXPHUSURGXFWVRIIHULQJHQKDQFHGSHUIRUPDQFHDQGIXQFWLRQDOLW\DWFRPSHWLWLYHSULFHV
7KHGHYHORSPHQWDQGDSSOLFDWLRQRIQHZWHFKQRORJLHVLQYROYHVWLPHVXEVWDQWLDOFRVWVDQGULVNV2XULQDELOLW\WRDFKLHYH
VLJQLILFDQWVDOHVRIRXUQHZO\LQWURGXFHGURERWVRUWRHQKDQFHGHYHORSDQGLQWURGXFHRWKHUSURGXFWVLQDWLPHO\PDQQHURUDW
DOOZRXOGPDWHULDOO\KDUPRXUVDOHVJURZWKDQGRSHUDWLQJUHVXOWV
(YHQLIFRQVXPHUURERWVJDLQZLGHPDUNHWDFFHSWDQFHRXUURERWVPD\QRWDGHTXDWHO\DGGUHVVPDUNHWUHTXLUHPHQWVDQG
PD\QRWFRQWLQXHWRJDLQPDUNHWDFFHSWDQFH,IURERWVJHQHUDOO\RURXUURERWVVSHFLILFDOO\GRQRWJDLQZLGHPDUNHWDFFHSWDQFH
ZHPD\QRWEHDEOHWRDFKLHYHRXUDQWLFLSDWHGOHYHORIJURZWKDQGRXUUHYHQXHDQGUHVXOWVRIRSHUDWLRQVZRXOGVXIIHU
I
We face intense competition from other providers of robots, including diversified technology providers, as well as
competition from providers offering alternative products, which could negatively impact our results of operations and cause
our market share to decline.
$QXPEHURIFRPSDQLHVKDYHGHYHORSHGRUDUHGHYHORSLQJURERWVWKDWZLOOFRPSHWHGLUHFWO\ZLWKRXUSURGXFWRIIHULQJV
0DQ\FXUUHQWDQGSRWHQWLDOFRPSHWLWRUVDUHODUJHULQVL]HDQGPRUHEURDGO\GLYHUVLILHGZLWKVXEVWDQWLDOO\JUHDWHUILQDQFLDO
PDUNHWLQJUHVHDUFKDQGPDQXIDFWXULQJUHVRXUFHVWKDQZHSRVVHVVDQGWKHUHFDQEHQRDVVXUDQFHWKDWRXUFXUUHQWDQGIXWXUH
FRPSHWLWRUVZLOOQRWEHPRUHVXFFHVVIXOWKDQXV:HDOVRIDFHFRPSHWLWLRQIURPPDQXIDFWXUHUVRIORZHUFRVWGHYLFHVZKLFKPD\
IXUWKHUGULYHGRZQWKHDYHUDJHVHOOLQJSULFHLQWKHPDUNHWSODFHIRUIORRUFOHDQLQJSURGXFWV0RUHRYHUZKLOHZHEHOLHYHPDQ\RI
RXUFXVWRPHUVSXUFKDVHRXUIORRUYDFXXPLQJURERWVDVDVXSSOHPHQWWRUDWKHUWKDQDUHSODFHPHQWIRUWKHLUWUDGLWLRQDOYDFXXP
FOHDQHUVZHDOVRFRPSHWHZLWKSURYLGHUVRIWUDGLWLRQDOYDFXXPFOHDQHUV
7KHJOREDOPDUNHWIRUURERWVLVKLJKO\FRPSHWLWLYHUDSLGO\HYROYLQJDQGVXEMHFWWRFKDQJLQJWHFKQRORJLHVVKLIWLQJ
FXVWRPHUQHHGVDQGH[SHFWDWLRQVDQGWKHOLNHO\LQFUHDVHGLQWURGXFWLRQRIQHZSURGXFWV2XUDELOLW\WRUHPDLQFRPSHWLWLYHZLOO
GHSHQGWRDJUHDWH[WHQWXSRQRXURQJRLQJSHUIRUPDQFHLQWKHDUHDVRISURGXFWGHYHORSPHQWDQGFXVWRPHUVXSSRUW
,QWKHHYHQWWKDWWKHURERWPDUNHWH[SDQGVIXUWKHUZHH[SHFWWKDWFRPSHWLWLRQZLOOLQWHQVLI\DVDGGLWLRQDOFRPSHWLWRUVHQWHU
WKHPDUNHWDQGFXUUHQWFRPSHWLWRUVH[SDQGWKHLUSURGXFWOLQHV&RPSDQLHVFRPSHWLQJZLWKXVPD\LQWURGXFHSURGXFWVWKDWDUH
FRPSHWLWLYHO\SULFHGKDYHLQFUHDVHGSHUIRUPDQFHRUIXQFWLRQDOLW\RULQFRUSRUDWHWHFKQRORJLFDODGYDQFHVWKDWZHKDYHQRW\HW
\
GHYHORSHGRULPSOHPHQWHG,QFUHDVHGFRPSHWLWLYHSUHVVXUHFRXOGUHVXOWLQDORVVRIVDOHVRUPDUNHWVKDUHRUFDXVHXVWRORZHU
SULFHVIRURXUSURGXFWVDQ\RIZKLFKZRXOGKDUPRXUEXVLQHVVDQGRSHUDWLQJUHVXOWV
6RPHRIRXUFRPSHWLWRUVDJJUHVVLYHO\GLVFRXQWWKHLUSURGXFWVDQGVHUYLFHVLQRUGHUWRJDLQPDUNHWVKDUHZKLFKKDV
UHVXOWHGLQSULFLQJSUHVVXUHVUHGXFHGSURILWPDUJLQVDQGORVWPDUNHWVKDUH,QDGGLWLRQQHZSURGXFWVPD\KDYHORZHUVHOOLQJ
SULFHVRUKLJKHUFRVWVWKDQOHJDF\SURGXFWVZKLFKFRXOGQHJDWLYHO\LPSDFWRXUJURVVPDUJLQVDQGRSHUDWLQJUHVXOWV
:HFDQQRWDVVXUH\RXWKDWRXUSURGXFWVZLOOFRQWLQXHWRFRPSHWHIDYRUDEO\RUWKDWZHZLOOEHVXFFHVVIXOLQWKHIDFHRI
LQFUHDVLQJFRPSHWLWLRQIURPQHZSURGXFWVDQGHQKDQFHPHQWVLQWURGXFHGE\H[LVWLQJFRPSHWLWRUVRUQHZFRPSDQLHVHQWHULQJWKH
PDUNHWVLQZKLFKZHSURYLGHSURGXFWV2XUIDLOXUHWRFRPSHWHVXFFHVVIXOO\FRXOGFDXVHRXUUHYHQXHDQGPDUNHWVKDUHWRGHFOLQH
ZKLFKZRXOGQHJDWLYHO\LPSDFWRXUUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ


Any efforts to expand our product offerings beyond our current markets or to develop new products may not succeed,
which could negatively impact our operating results.
(IIRUWVWRH[SDQGRXUSURGXFWRIIHULQJVEH\RQGRXUFXUUHQWPDUNHWVRUWRGHYHORSQHZSURGXFWVPD\QRWVXFFHHGDQGPD\
GLYHUWPDQDJHPHQWUHVRXUFHVIURPH[LVWLQJRSHUDWLRQVDQGUHTXLUHXVWRFRPPLWVLJQLILFDQWILQDQFLDOUHVRXUFHVWRDQXQSURYHQ
EXVLQHVVHLWKHURIZKLFKFRXOGVLJQLILFDQWO\LPSDLURXURSHUDWLQJUHVXOWV $Q\QHZSURGXFWWKDWZHGHYHORSPD\QRWEH
LQWURGXFHGLQDWLPHO\RUFRVWHIIHFWLYHPDQQHUPD\FRQWDLQGHIHFWVRUPD\QRWDFKLHYHWKHPDUNHWDFFHSWDQFHQHFHVVDU\WR
JHQHUDWHVXIILFLHQWUHYHQXH0RUHRYHUHIIRUWVWRH[SDQGEH\RQGRXUH[LVWLQJPDUNHWVPD\QHYHUUHVXOWLQQHZSURGXFWVWKDW
DFKLHYHPDUNHWDFFHSWDQFHFUHDWHDGGLWLRQDOUHYHQXHRUEHFRPHSURILWDEOH
Our financial results often vary significantly from quarter-to-quarter due to a number of factors, which may lead to
volatility in our stock price.

 WKHVL]HWLPLQJDQGPL[RIRUGHUVIURPUHWDLOVWRUHVDQGGLVWULEXWRUVIRURXUFRQVXPHUURERWV
 WKHPL[RISURGXFWVWKDWZHVHOOLQWKHSHULRG
 GLVUXSWLRQRIVXSSO\RIRXUSURGXFWVIURPRXUPDQXIDFWXUHUV
 GLVUXSWLRQVWRRXUVXSSO\FKDLQGXHWRLQFOHPHQWZHDWKHUODERUGLVUXSWLRQVRURWKHUIDFWRUVEH\RQGRXUFRQWURO
 VHDVRQDOLW\LQWKHVDOHVRIRXUSURGXFWV
 WKHWLPLQJRIQHZSURGXFWLQWURGXFWLRQV
 XQDQWLFLSDWHGFRVWVLQFXUUHGLQWKHLQWURGXFWLRQRIQHZSURGXFWV
 FRVWVDQGDYDLODELOLW\RIODERUDQGUDZPDWHULDOV
 FRVWVRIIUHLJKW
 FKDQJHVLQRXUUDWHRIUHWXUQVIRURXUFRQVXPHUSURGXFWV
 RXUDELOLW\WRLQWURGXFHQHZSURGXFWVDQGHQKDQFHPHQWVWRRXUH[LVWLQJSURGXFWVRQDWLPHO\EDVLVDQG
 ZDUUDQW\FRVWVDVVRFLDWHGZLWKRXUFRQVXPHUSURGXFWV
:HFDQQRWEHFHUWDLQWKDWRXUUHYHQXHVZLOOJURZDWUDWHVWKDWZLOODOORZXVWRPDLQWDLQSURILWDELOLW\GXULQJHYHU\ILVFDO
TXDUWHURUHYHQHYHU\ILVFDO\HDU:HEDVHRXUFXUUHQWDQGIXWXUHH[SHQVHOHYHOVRQRXULQWHUQDORSHUDWLQJSODQVDQGVDOHV
IRUHFDVWVLQFOXGLQJIRUHFDVWVRIKROLGD\VDOHVIRURXUFRQVXPHUSURGXFWV $VLJQLILFDQWSRUWLRQRIRXURSHUDWLQJH[SHQVHVVXFKDV
UHVHDUFKDQGGHYHORSPHQWH[SHQVHVFHUWDLQPDUNHWLQJDQGSURPRWLRQDOH[SHQVHVDQGHPSOR\HHZDJHVDQGVDODULHVGRQRWYDU\
GLUHFWO\ZLWKVDOHVDQGDUHGLIILFXOWWRDGMXVWLQWKHVKRUWWHUP$VDUHVXOWLIVDOHVIRUDTXDUWHUDUHEHORZRXUH[SHFWDWLRQVZH
PLJKWQRWEHDEOHWRUHGXFHRSHUDWLQJH[SHQVHVIRUWKDWTXDUWHU$FFRUGLQJO\DVDOHVVKRUWIDOOGXULQJDILVFDOTXDUWHUDQGLQ
SDUWLFXODUWKHIRXUWKTXDUWHURIDILVFDO\HDUFRXOGKDYHDGLVSURSRUWLRQDWHHIIHFWRQRXURSHUDWLQJUHVXOWVIRUWKDWTXDUWHURUWKDW
\HDU%HFDXVHRITXDUWHUO\IOXFWXDWLRQVZHEHOLHYHWKDWTXDUWHUWRTXDUWHUFRPSDULVRQVRIRXURSHUDWLQJUHVXOWVDUHQRW
QHFHVVDULO\PHDQLQJIXO0RUHRYHURXURSHUDWLQJUHVXOWVPD\QRWPHHWH[SHFWDWLRQVRIHTXLW\UHVHDUFKDQDO\VWVRULQYHVWRUV,I
WKLVRFFXUVWKHWUDGLQJSULFHRIRXUFRPPRQVWRFNFRXOGIDOOVXEVWDQWLDOO\HLWKHUVXGGHQO\RURYHUWLPH
We depend on a limited number of manufacturers, and our reputation and results of operations would be harmed if
these manufacturers fail to meet our requirements.
:HGHSHQGRQDOLPLWHGQXPEHURIPDQXIDFWXUHUVHPSOR\LQJDGXDOVRXUFHVWUDWHJ\WRPLWLJDWHSRWHQWLDOPDQXIDFWXULQJ
GLVUXSWLRQVDQGZHKDYHVDIHW\VWRFNVWUDWHJLHVIRUORZYROXPHSURGXFWVWKDWDUHQRWGXDOVRXUFHG7KHPDMRULW\RIRXUFRQWUDFW
PDQXIDFWXULQJORFDWLRQVIRURXUURERWVDUHFXUUHQWO\ORFDWHGLQ&KLQDDQGZHDGGHGDGGLWLRQDOPDQXIDFWXULQJFDSDFLW\LQ
0DOD\VLDLQODWHZKHUHZHH[SHFWWRUDPSXSSURGXFWLRQLQ 7KHVHPDQXIDFWXUHUVPDQDJHWKHVXSSO\FKDLQIRUDOORI
WKHUDZPDWHULDOVDQGSURYLGHDOOIDFLOLWLHVDQGODERUUHTXLUHGWRPDQXIDFWXUHRXUSURGXFWV,IWKHVHFRPSDQLHVZHUHWRWHUPLQDWH
WKHLUDUUDQJHPHQWVZLWKXVRUIDLOWRSURYLGHWKHUHTXLUHGFDSDFLW\DQGTXDOLW\RQDWLPHO\EDVLVWKHUHZRXOGEHDGLVUXSWLRQLQ
PDQXIDFWXULQJRXUSURGXFWVXQWLOUHSODFHPHQWFRQWUDFWPDQXIDFWXULQJVHUYLFHVFRXOGEHREWDLQHGRUYROXPHWUDQVIHUUHGWRDQ
DOWHUQDWLYHPDQXIDFWXULQJSDUWQHUHDFKRIZKLFKLVDFRVWO\DQGWLPHFRQVXPLQJSURFHVV:HFDQQRWDVVXUH\RXWKDWZHZRXOG
EHDEOHWRHVWDEOLVKDOWHUQDWLYHPDQXIDFWXULQJDUUDQJHPHQWVRQDFFHSWDEOHWHUPVRULQDWLPHO\PDQQHU
2XUUHOLDQFHRQWKHVHFRQWUDFWPDQXIDFWXUHUVLQYROYHVFHUWDLQULVNVLQFOXGLQJWKHIROORZLQJ
 ODFNRIGLUHFWFRQWURORYHUSURGXFWLRQFDSDFLW\DQGGHOLYHU\VFKHGXOHV
 ODFNRIGLUHFWFRQWURORYHUTXDOLW\DVVXUDQFHPDQXIDFWXULQJ\LHOGVDQGSURGXFWLRQFRVWV



ODFNRIHQIRUFHDEOHFRQWUDFWXDOSURYLVLRQVRYHUWKHSURGXFWLRQDQGFRVWVRIFRQVXPHUSURGXFWV
ULVNRIORVVRILQYHQWRU\ZKLOHLQWUDQVLW
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2XUTXDUWHUO\UHYHQXHDQGRWKHURSHUDWLQJUHVXOWVKDYHYDULHGLQWKHSDVWDQGDUHOLNHO\WRFRQWLQXHWRYDU\VLJQLILFDQWO\
IURPTXDUWHUWRTXDUWHULQWKHIXWXUH7KHVHIOXFWXDWLRQVPD\EHGXHWRQXPHURXVIDFWRUVLQFOXGLQJ



ULVNVDVVRFLDWHGZLWKLQWHUQDWLRQDOFRPPHUFHLQFOXGLQJXQH[SHFWHGFKDQJHVLQOHJDODQGUHJXODWRU\UHTXLUHPHQWV
FKDQJHVLQWDULIIVDQGWUDGHSROLFLHVULVNVDVVRFLDWHGZLWKWKHSURWHFWLRQRILQWHOOHFWXDOSURSHUW\DQGSROLWLFDODQG
HFRQRPLFLQVWDELOLW\DQG



ULVNVWKDWRXUDWWHPSWVWRDGGDGGLWLRQDOPDQXIDFWXULQJUHVRXUFHVPD\EHVLJQLILFDQWO\GHOD\HGDQGWKHUHE\FUHDWH
GLVUXSWLRQVLQSURGXFWLRQRIRXUSURGXFWV

$Q\LQWHUUXSWLRQLQWKHPDQXIDFWXUHRIRXUSURGXFWVZRXOGEHOLNHO\WRUHVXOWLQGHOD\VLQVKLSPHQWORVWVDOHVDQGUHYHQXH
DQGGDPDJHWRRXUUHSXWDWLRQLQWKHPDUNHWDOORIZKLFKZRXOGKDUPRXUEXVLQHVVDQGUHVXOWVRIRSHUDWLRQV,QDGGLWLRQEHFDXVH
RXUSXUFKDVHFRQWUDFWVZLWKVXSSOLHUVDUHW\SLFDOO\GHQRPLQDWHGLQ86GROODUVFKDQJHVLQFXUUHQF\H[FKDQJHUDWHVPD\LPSDFW
RXUVXSSOLHUVZKRRSHUDWHLQORFDOFXUUHQF\ZKLFKPD\FDXVHRXUVXSSOLHUVWRVHHNSULFHFRQFHVVLRQVRQIXWXUHRUGHUV
If we fail to maintain or increase consumer robot sales through our distribution channels, our operating results would
be negatively impacted.
:HGRQRWKDYHORQJWHUPFRQWUDFWVUHJDUGLQJSXUFKDVHYROXPHVZLWKDQ\RIRXUUHWDLOSDUWQHUV$VDUHVXOWSXUFKDVHV
JHQHUDOO\RFFXURQDQRUGHUE\RUGHUEDVLVDQGWKHUHODWLRQVKLSVDVZHOODVSDUWLFXODURUGHUVFDQJHQHUDOO\EHWHUPLQDWHGRU
RWKHUZLVHPDWHULDOO\FKDQJHGDWDQ\WLPHSULRUWRGHOLYHU\E\RXUUHWDLOSDUWQHUV$GHFLVLRQE\DPDMRUUHWDLOSDUWQHUZKHWKHU
PRWLYDWHGE\FRPSHWLWLYHFRQVLGHUDWLRQVILQDQFLDOGLIILFXOWLHVHFRQRPLFFRQGLWLRQVRURWKHUZLVHWRGHFUHDVHLWVSXUFKDVHVIURP
XVWRUHGXFHWKHVKHOIVSDFHIRURXUSURGXFWVRUWRFKDQJHLWVPDQQHURIGRLQJEXVLQHVVZLWKXVFRXOGVLJQLILFDQWO\GDPDJHRXU
FRQVXPHUSURGXFWVDOHVDQGQHJDWLYHO\LPSDFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV,QDGGLWLRQGXULQJ
UHFHQW\HDUVYDULRXVUHWDLOHUVLQFOXGLQJVRPHRIRXUSDUWQHUVKDYHH[SHULHQFHGVLJQLILFDQWFKDQJHVDQGGLIILFXOWLHVLQFOXGLQJ
I
FRQVROLGDWLRQRIRZQHUVKLSLQFUHDVHGFHQWUDOL]DWLRQRISXUFKDVLQJGHFLVLRQVUHVWUXFWXULQJEDQNUXSWFLHVDQGOLTXLGDWLRQV 7KHVH
DQGRWKHUILQDQFLDOSUREOHPVRIVRPHRIRXUUHWDLOHUVLQFUHDVHWKHULVNRIH[WHQGLQJFUHGLWWRWKHVHUHWDLOHUV$VLJQLILFDQWDGYHUVH
FKDQJHLQDUHWDLOSDUWQHUUHODWLRQVKLSZLWKXVRULQDUHWDLOSDUWQHU¶VILQDQFLDOSRVLWLRQFRXOGFDXVHXVWROLPLWRUGLVFRQWLQXH
EXVLQHVVZLWKWKDWSDUWQHUUHTXLUHXVWRDVVXPHPRUHFUHGLWULVNUHODWLQJWRWKDWSDUWQHU¶VUHFHLYDEOHVRUOLPLWRXUDELOLW\WRFROOHFW
DPRXQWVUHODWHGWRSUHYLRXVSXUFKDVHVE\WKDWSDUWQHUDOORIZKLFKFRXOGKDUPRXUEXVLQHVVDQGILQDQFLDOFRQGLWLRQ'LVUXSWLRQ
RIWKHL5RERWRQOLQHVWRUHFRXOGDOVRGHFUHDVHRXUFRQVXPHUURERWVDOHV
If critical components of our products that we currently purchase from a small number of suppliers become
unavailable, we may incur delays in shipment, which could damage our business.
:HDQGRXURXWVRXUFHGPDQXIDFWXUHUVREWDLQKDUGZDUHFRPSRQHQWVYDULRXVVXEV\VWHPVUDZPDWHULDOVDQGEDWWHULHVIURPD
OLPLWHGJURXSRIVXSSOLHUVVRPHRIZKLFKDUHVROHVXSSOLHUV:HGRQRWKDYHORQJWHUPDJUHHPHQWVZLWKDOORIWKHVHVXSSOLHUV
REOLJDWLQJWKHPWRFRQWLQXHWRVHOOFRPSRQHQWVRUSURGXFWVWRXV,IZHRURXURXWVRXUFHGPDQXIDFWXUHUVDUHXQDEOHWRREWDLQ
FRPSRQHQWVIURPWKLUGSDUW\VXSSOLHUVLQWKHTXDQWLWLHVDQGRIWKHTXDOLW\WKDWZHUHTXLUHRQDWLPHO\EDVLVDQGDWDFFHSWDEOH
SULFHVZHPD\QRWEHDEOHWRGHOLYHURXUSURGXFWVRQDWLPHO\RUFRVWHIIHFWLYHEDVLVWRRXUFXVWRPHUVZKLFKFRXOGFDXVH
I
FXVWRPHUVWRWHUPLQDWHWKHLUFRQWUDFWVZLWKXVUHGXFHRXUJURVVPDUJLQDQGVHULRXVO\KDUPRXUEXVLQHVVUHVXOWVRIRSHUDWLRQV
DQGILQDQFLDOFRQGLWLRQ0RUHRYHULIDQ\RIRXUVXSSOLHUVEHFRPHILQDQFLDOO\XQVWDEOHZHPD\KDYHWRILQGQHZVXSSOLHUV,W
PD\WDNHVHYHUDOPRQWKVWRORFDWHDOWHUQDWLYHVXSSOLHUVLIUHTXLUHGRUWRUHWRRORXUSURGXFWVWRDFFRPPRGDWHFRPSRQHQWVIURP
GLIIHUHQWVXSSOLHUV:HPD\H[SHULHQFHVLJQLILFDQWGHOD\VLQPDQXIDFWXULQJDQGVKLSSLQJRXUSURGXFWVWRFXVWRPHUVDQGLQFXU
DGGLWLRQDOGHYHORSPHQWPDQXIDFWXULQJDQGRWKHUFRVWVWRHVWDEOLVKDOWHUQDWLYHVRXUFHVRIVXSSO\LIZHORVHDQ\RIWKHVHVRXUFHV
:HFDQQRWSUHGLFWLIZHZLOOEHDEOHWRREWDLQUHSODFHPHQWFRPSRQHQWVZLWKLQWKHWLPHIUDPHVWKDWZHUHTXLUHDWDQDIIRUGDEOH
FRVWRUDWDOO
Cybersecurity risks could adversely affect our business and disrupt our operations.
7KHWKUHDWVWRQHWZRUNDQGGDWDVHFXULW\DUHLQFUHDVLQJO\GLYHUVHDQGVRSKLVWLFDWHG'HVSLWHRXUHIIRUWVDQGSURFHVVHVWR
I
SUHYHQWEUHDFKHVRXUGHYLFHVDVZHOODVRXUVHUYHUVFRPSXWHUV\VWHPVDQGWKRVHRIWKLUGSDUWLHVWKDWZHXVHLQRXURSHUDWLRQV
DUHYXOQHUDEOHWRF\EHUVHFXULW\ULVNVLQFOXGLQJF\EHUDWWDFNVVXFKDVYLUXVHVDQGZRUPVSKLVKLQJDWWDFNVGLVWULEXWHGGHQLDORI
VHUYLFHDWWDFNVDQGVLPLODUGLVUXSWLRQVIURPXQDXWKRUL]HGWDPSHULQJZLWKRXUVHUYHUVDQGFRPSXWHUV\VWHPVRUWKRVHRIWKLUG
SDUWLHVWKDWZHXVHLQRXURSHUDWLRQVZKLFKFRXOGOHDGWRLQWHUUXSWLRQVGHOD\VORVVRIFULWLFDOGDWDDQGORVVRIFRQVXPHU
FRQILGHQFH,QDGGLWLRQZHPD\EHWKHWDUJHWRIHPDLOVFDPVWKDWDWWHPSWWRDFTXLUHVHQVLWLYHLQIRUPDWLRQRUFRPSDQ\DVVHWV
'HVSLWHRXUHIIRUWVWRFUHDWHVHFXULW\EDUULHUVWRVXFKWKUHDWVZHPD\QRWEHDEOHWRHQWLUHO\PLWLJDWHWKHVHULVNV$Q\F\EHU
DWWDFNWKDWDWWHPSWVWRREWDLQRXUGDWDDQGDVVHWVGLVUXSWRXUVHUYLFHRURWKHUZLVHDFFHVVRXUV\VWHPVRUWKRVHRIWKLUGSDUWLHV
ZHXVHLIVXFFHVVIXOFRXOGDGYHUVHO\DIIHFWRXUEXVLQHVVRSHUDWLQJUHVXOWVDQGILQDQFLDOFRQGLWLRQEHH[SHQVLYHWRUHPHG\DQG
GDPDJHRXUUHSXWDWLRQ



If we suffer data breaches involving the designs, schematics or source code for our products, our brand, business and
financial results could be adversely affected.
:HDWWHPSWWRVHFXUHO\VWRUHRXUGHVLJQVVFKHPDWLFVDQGVRXUFHFRGHIRURXUSURGXFWVDVWKH\DUHFUHDWHG$EUHDFK
ZKHWKHUSK\VLFDOHOHFWURQLFRURWKHUZLVHRIWKHV\VWHPVRQZKLFKWKLVVHQVLWLYHGDWDLVVWRUHGFRXOGOHDGWRGDPDJHRUSLUDF\RI
RXUSURGXFWV,IZHRURXUSDUWQHUVDUHVXEMHFWWRGDWDVHFXULW\EUHDFKHVZHPD\KDYHDORVVLQVDOHVRULQFUHDVHGFRVWVDULVLQJ
IURPWKHUHVWRUDWLRQRULPSOHPHQWDWLRQRIDGGLWLRQDOVHFXULW\PHDVXUHVHLWKHURIZKLFKFRXOGPDWHULDOO\DQGDGYHUVHO\DIIHFWRXU
I
EUDQGEXVLQHVVDQGILQDQFLDOUHVXOWV
We operate our business in jurisdictions where intellectual property theft or compromise is common.

We collect, store, process, and use customer data, including certain personal and robot-specific information, which
subjects us to governmental regulation and other legal obligations related to privacy, information security, and data
protection, and any security breaches or our actual or perceived failure to comply with such legal obligations could harm our
business.
2XUODWHVW5RRPEDSURGXFWVDVZHOODVDGGLWLRQDOSURGXFWVLQGHYHORSPHQWFROOHFWVWRUHSURFHVVDQGXVHFHUWDLQ
FXVWRPHUGDWDZKLFKVXEMHFWVXVWRJRYHUQPHQWDOUHJXODWLRQDQGRWKHUOHJDOREOLJDWLRQVUHODWHGWRSULYDF\LQIRUPDWLRQVHFXULW\
\
DQGGDWDSURWHFWLRQDQGDQ\VHFXULW\EUHDFKHVRURXUDFWXDORUSHUFHLYHGIDLOXUHWRFRPSO\ZLWKVXFKOHJDOREOLJDWLRQVFRXOG
KDUPRXUEXVLQHVV:HFROOHFWVWRUHSURFHVVDQGXVHSHUVRQDOLQIRUPDWLRQDQGRWKHUXVHUGDWDDQGZHUHO\RQWKLUGSDUWLHVWKDW
DUHQRWGLUHFWO\XQGHURXUFRQWUROWRGRVRDVZHOO,IRXUVHFXULW\PHDVXUHVVRPHRIZKLFKDUHPDQDJHGE\WKLUGSDUWLHVDUH
EUHDFKHGRUIDLOXQDXWKRUL]HGSHUVRQVPD\EHDEOHWRREWDLQDFFHVVWRRUDFTXLUHVHQVLWLYHXVHUGDWDZKLFKPD\H[SRVHXVWRD
ULVNRIORVVOLWLJDWLRQRUUHJXODWRU\SURFHHGLQJV'HSHQGLQJRQWKHQDWXUHRIWKHLQIRUPDWLRQFRPSURPLVHGLQWKHHYHQWRID
GDWDEUHDFKRURWKHUXQDXWKRUL]HGDFFHVVWRRUDFTXLVLWLRQRIRXUXVHUGDWDZHPD\DOVRKDYHREOLJDWLRQVWRQRWLI\XVHUVDERXW
WKHLQFLGHQWDQGZHPD\QHHGWRSURYLGHVRPHIRUPRIUHPHG\VXFKDVDVXEVFULSWLRQWRDFUHGLWPRQLWRULQJVHUYLFHIRUWKH
LQGLYLGXDOVDIIHFWHGE\WKHLQFLGHQW,QDGGLWLRQWKHUHJXODWRU\HQYLURQPHQWVXUURXQGLQJLQIRUPDWLRQVHFXULW\DQGSULYDF\LV
LQFUHDVLQJO\GHPDQGLQJZLWKIUHTXHQWLPSRVLWLRQRIQHZDQGFKDQJLQJUHTXLUHPHQWV)RUH[DPSOHWKH(XURSHDQ8QLRQ V
(8 *HQHUDO'DWD3URWHFWLRQ5HJXODWLRQ *'35 ZKLFKEHFDPHHIIHFWLYHLQ0D\DQGWKH&DOLIRUQLD&RQVXPHU
I
3ULYDF\$FWZKLFKEHFDPHHIIHFWLYHLQ-DQXDU\LPSRVHVLJQLILFDQWUHTXLUHPHQWVRQKRZZHFROOHFWSURFHVVDQGWUDQVIHU
SHUVRQDOGDWDDVZHOODVVLJQLILFDQWILQHVIRUQRQFRPSOLDQFH&RPSOLDQFHZLWKFKDQJHVLQSULYDF\DQGLQIRUPDWLRQVHFXULW\
ODZVDQGVWDQGDUGVPD\UHVXOWLQVLJQLILFDQWH[SHQVHGXHWRLQFUHDVHGLQYHVWPHQWLQWHFKQRORJ\DQGWKHGHYHORSPHQWRIQHZ
RSHUDWLRQDOSURFHVVHV0RUHRYHUDJURZLQJQXPEHURIOHJLVODWLYHDQGUHJXODWRU\ERGLHVKDYHDGRSWHGFRQVXPHUQRWLILFDWLRQ
UHTXLUHPHQWVLQWKHHYHQWRIXQDXWKRUL]HGDFFHVVWRRUDFTXLVLWLRQRIFHUWDLQW\SHVRISHUVRQDOGDWD6XFKEUHDFKQRWLILFDWLRQODZV
FRQWLQXHWRHYROYHDQGPD\EHLQFRQVLVWHQWIURPRQHMXULVGLFWLRQWRDQRWKHU&RPSO\LQJZLWKWKHVHREOLJDWLRQVFRXOGFDXVHXVWR
LQFXUVXEVWDQWLDOFRVWVDQGFRXOGLQFUHDVHQHJDWLYHSXEOLFLW\VXUURXQGLQJDQ\LQFLGHQWWKDWFRPSURPLVHVXVHUGDWD
)XUWKHUZHPD\EHRUEHFRPHVXEMHFWWRGDWDORFDOL]DWLRQODZVPDQGDWLQJWKDWGDWDFROOHFWHGLQDIRUHLJQFRXQWU\EH
SURFHVVHGDQGVWRUHGRQO\ZLWKLQWKDWFRXQWU\5XVVLDDGRSWHGVXFKDODZLQDQGLWLVH[SHFWHGWKDW&KLQDZLOOGRVRDV
ZHOO,I&KLQDRUDQRWKHUFRXQWU\LQZKLFKZHKDYHFXVWRPHUVZHUHWRDGRSWDGDWDORFDOL]DWLRQODZZHFRXOGEHUHTXLUHGWR
Z
H[SDQGRXUGDWDVWRUDJHIDFLOLWLHVWKHUHRUEXLOGQHZRQHVLQRUGHUWRFRPSO\7KHH[SHQGLWXUHWKLVZRXOGUHTXLUHDVZHOODVFRVWV
RIFRPSOLDQFHJHQHUDOO\FRXOGKDUPRXUILQDQFLDOFRQGLWLRQ
Acquisitions and potential future acquisitions may be difficult to integrate, divert the attention of key personnel, disrupt
our business, dilute stockholder value and impair our financial results.
$VSDUWRIRXUEXVLQHVVVWUDWHJ\ZHKDYHUHFHQWO\DFTXLUHGDQGZHLQWHQGWRFRQWLQXHWRFRQVLGHUDGGLWLRQDODFTXLVLWLRQV
RIFRPSDQLHVWHFKQRORJLHVDQGSURGXFWVWKDWZHEHOLHYHFRXOGDFFHOHUDWHRXUDELOLW\WRFRPSHWHLQRXUFRUHPDUNHWVRUDOORZXV
WRHQWHUQHZPDUNHWV)RUH[DPSOHLQ$SULOZHDFTXLUHGWKHL5RERWUHODWHGGLVWULEXWLRQEXVLQHVVRI6DOHV2Q'HPDQG
&RUSRUDWLRQ 62'& DSULYDWHO\KHOGFRUSRUDWLRQEDVHGLQ7RN\R-DSDQDQGLQ2FWREHUZHDFTXLUHG5RERSROLV6$6
5RERSROLV DSULYDWHO\KHOGFRUSRUDWLRQGLVWULEXWLQJL5RERWSURGXFWVIURPRIILFHVLQVHYHQ(XURSHDQFRXQWULHV,Q$SULO
I
L5RERWDFTXLUHG5RRW5RERWLFV,QF 5RRW5RERWLFV DSULYDWHO\KHOGFRUSRUDWLRQGHVLJQLQJDQGVHOOLQJDQHGXFDWLRQDOURERW
SODWIRUPIRU67(0HGXFDWLRQ
$FTXLVLWLRQVDQGFRPELQDWLRQVDUHDFFRPSDQLHGE\DQXPEHURIULVNVLQFOXGLQJWKHGLIILFXOW\RILQWHJUDWLQJWKHRSHUDWLRQV
I
DQGSHUVRQQHORIWKHDFTXLUHGFRPSDQLHVWKHSRWHQWLDOGLVUXSWLRQRIRXURQJRLQJEXVLQHVVWKHSRWHQWLDOGLVWUDFWLRQRI
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&XUUHQWO\ZHPDLQWDLQVLJQLILFDQWRSHUDWLRQVLQ&KLQDZKHUHDPDMRULW\RIRXUSURGXFWVDUHPDQXIDFWXUHG6XEMHFWWR
FRQWUDFWXDOFRQILGHQWLDOLW\REOLJDWLRQVZHDUHUHTXLUHGWRVKDUHVLJQLILFDQWSURGXFWGHVLJQPDWHULDOVZLWKWKLUGSDUWLHVQHFHVVDU\
IRUWKHGHVLJQDQGPDQXIDFWXUHRIRXUSURGXFWV:HFDQQRWEHVXUHWKDWRXUGDWDRULQWHOOHFWXDOSURSHUW\ZLOOQRWEHFRPSURPLVHG
WKURXJKF\EHULQWUXVLRQWKHIWRURWKHUPHDQVSDUWLFXODUO\ZKHQWKHGDWDRULQWHOOHFWXDOSURSHUW\LVKHOGE\SDUWQHUVLQIRUHLJQ
MXULVGLFWLRQV6KRXOGRXULQWHOOHFWXDOSURSHUW\EHFRPSURPLVHGLWPD\EHGLIILFXOWWRHQIRUFHRXUULJKWVLQ&KLQDDQGRWKHU
I
IRUHLJQMXULVGLFWLRQVLQZKLFKZHRSHUDWH

PDQDJHPHQWSRWHQWLDOGLIILFXOW\LQPDQDJLQJDQGPDLQWDLQLQJNH\FXVWRPHUUHODWLRQVKLSVH[SHQVHVUHODWHGWRWKHDFTXLVLWLRQ
DQGSRWHQWLDOXQNQRZQOLDELOLWLHVDVVRFLDWHGZLWKDFTXLUHGEXVLQHVVHV$Q\LQDELOLW\WRLQWHJUDWHFRPSOHWHGDFTXLVLWLRQVRU
FRPELQDWLRQVLQDQHIILFLHQWDQGWLPHO\PDQQHUFRXOGKDYHDQDGYHUVHLPSDFWRQRXUUHVXOWVRIRSHUDWLRQV,QDGGLWLRQZHPD\
QRWEHDEOHWRUHFRJQL]HDQ\H[SHFWHGV\QHUJLHVRUEHQHILWVLQFRQQHFWLRQZLWKRXUDFTXLVLWLRQVRI62'&5RERSROLV5RRW
5RERWLFVRUDQ\IXWXUHDFTXLVLWLRQVRUFRPELQDWLRQV,IZHDUHQRWVXFFHVVIXOLQFRPSOHWLQJDFTXLVLWLRQVRUFRPELQDWLRQVWKDWZH
PD\SXUVXHLQWKHIXWXUHZHPD\LQFXUVXEVWDQWLDOH[SHQVHVDQGGHYRWHVLJQLILFDQWPDQDJHPHQWWLPHDQGUHVRXUFHVZLWKRXWD
VXFFHVVIXOUHVXOW,QDGGLWLRQIXWXUHDFTXLVLWLRQVFRXOGUHTXLUHXVHRIVXEVWDQWLDOSRUWLRQVRIRXUDYDLODEOHFDVKRUUHVXOWLQ
GLOXWLYHLVVXDQFHVRIVHFXULWLHVRUDQLQFUHDVHLQRXUOHYHOVRIGHEW
2XUVHUYLFHSURYLGHUVPD\H[SHULHQFHEXVLQHVVLQWHUUXSWLRQVGHOD\VRUTXDOLW\FRQWUROLVVXHVZKLFKPD\QHJDWLYHO\
LPSDFWRXUEXVLQHVVDQGRSHUDWLQJUHVXOWV
$VZHH[SDQGRXURSHUDWLRQVZHH[SHFWWRXVHDGGLWLRQDOHQWHUSULVHUHVRXUFHSODQQLQJV\VWHPVDQGDFFRXQWDQG
WHFKQRORJ\VHUYLFHSURYLGHUVWKDWPD\DOVREHHVVHQWLDOWRPDQDJLQJRXUEXVLQHVV2XUDELOLW\WRPDQDJHRXUEXVLQHVVZRXOG
VXIIHULIRQHRUPRUHRIRXUSURYLGHUVVXIIHUDQLQWHUUXSWLRQLQWKHLUEXVLQHVVRUH[SHULHQFHGHOD\VGLVUXSWLRQVRUTXDOLW\FRQWURO
SUREOHPVLQWKHLURSHUDWLRQVRUZHKDYHWRFKDQJHRUDGGV\VWHPVDQGVHUYLFHV :KLOHZHFRQGXFWUHDVRQDEOHGLOLJHQFHRQRXU
VHUYLFHSURYLGHUVZHPD\QRWDOZD\VEHDEOHWRFRQWUROWKHTXDOLW\RIWKHV\VWHPVDQGVHUYLFHVZHUHFHLYHIURPWKHVHSURYLGHUV
ZKLFKFRXOGLPSDLURXUDELOLW\WRPDLQWDLQDSSURSULDWHLQWHUQDOFRQWUROVRYHUILQDQFLDOUHSRUWLQJDQGFRPSOHWHWLPHO\DQG
DFFXUDWHILQDQFLDOUHSRUWLQJDQGPD\LPSDFWRXUEXVLQHVVRSHUDWLQJUHVXOWVDQGILQDQFLDOFRQGLWLRQ
Our valuation estimates for our recently completed and future acquisitions are based upon assumptions that may differ
from actual results.
&KDUJHVWRHDUQLQJVDVDUHVXOWRIDFTXLVLWLRQVPD\DGYHUVHO\DIIHFWRXURSHUDWLQJUHVXOWVLQWKHIRUHVHHDEOHIXWXUHZKLFK
FRXOGKDYHDPDWHULDODQGDGYHUVHHIIHFWRQWKHPDUNHWYDOXHRIRXUFRPPRQVWRFN,QSDUWLFXODUZHKDYHDOORFDWHGWKHFRVWRI
DFTXLULQJEXVLQHVVHVWRWKHLQGLYLGXDODVVHWVDFTXLUHGDQGOLDELOLWLHVDVVXPHGLQFOXGLQJYDULRXVLGHQWLILDEOHLQWDQJLEOHDVVHWV
VXFKDVDFTXLUHGWHFKQRORJ\DFTXLUHGWUDGHQDPHVDQGDFTXLUHGFXVWRPHUUHODWLRQVKLSVEDVHGRQWKHLUUHVSHFWLYHIDLUYDOXHV2XU
HVWLPDWHVRIIDLUYDOXHDUHEDVHGXSRQDVVXPSWLRQVEHOLHYHGWREHUHDVRQDEOHEXWZKLFKDUHLQKHUHQWO\XQFHUWDLQ $IWHUZH
FRPSOHWHDQDFTXLVLWLRQWKHIROORZLQJIDFWRUVFRXOGUHVXOWLQPDWHULDOFKDUJHVDQGDGYHUVHO\DIIHFWRXURSHUDWLQJUHVXOWVDQGPD\
DGYHUVHO\DIIHFWRXUFDVKIORZV
 FRVWVLQFXUUHGWRFRPELQHWKHRSHUDWLRQVRIEXVLQHVVHVZHDFTXLUHVXFKDVWUDQVLWLRQDOHPSOR\HHH[SHQVHVDQG
HPSOR\HHUHWHQWLRQUHGHSOR\PHQWRUUHORFDWLRQH[SHQVHV
 LPSDLUPHQWRIJRRGZLOORULQWDQJLEOHDVVHWV



DPRUWL]DWLRQRILQWDQJLEOHDVVHWVDFTXLUHG
DUHGXFWLRQLQWKHXVHIXOOLYHVRILQWDQJLEOHDVVHWVDFTXLUHG



LGHQWLILFDWLRQRIRUFKDQJHVWRDVVXPHGFRQWLQJHQWOLDELOLWLHVERWKLQFRPHWD[DQGQRQLQFRPHWD[UHODWHGDIWHU
RXUILQDOGHWHUPLQDWLRQRIWKHDPRXQWVIRUWKHVHFRQWLQJHQFLHVRUWKHFRQFOXVLRQRIWKHPHDVXUHPHQWSHULRG
JHQHUDOO\XSWRRQH\HDUIURPWKHDFTXLVLWLRQGDWH ZKLFKHYHUFRPHVILUVW



FKDUJHVWRRXURSHUDWLQJUHVXOWVWRHOLPLQDWHFHUWDLQGXSOLFDWLYHSUHPHUJHUDFWLYLWLHVWRUHVWUXFWXUHRXURSHUDWLRQV
RUWRUHGXFHRXUFRVWVWUXFWXUHDQG



FKDUJHVWRRXURSHUDWLQJUHVXOWVUHVXOWLQJIURPH[SHQVHVLQFXUUHGWRHIIHFWWKHDFTXLVLWLRQ

We depend on the experience and expertise of our senior management team and key technical employees, and the loss
of any key employee may impair our ability to operate effectively.
2XUVXFFHVVGHSHQGVXSRQWKHFRQWLQXHGVHUYLFHVRIRXUVHQLRUPDQDJHPHQWWHDPDQGNH\WHFKQLFDOHPSOR\HHV(DFKRI
RXUH[HFXWLYHRIILFHUVNH\WHFKQLFDOSHUVRQQHODQGRWKHUHPSOR\HHVFRXOGWHUPLQDWHKLVRUKHUUHODWLRQVKLSZLWKXVDWDQ\WLPH
7KHORVVRIDQ\PHPEHURIRXUVHQLRUPDQDJHPHQWWHDPPLJKWVLJQLILFDQWO\GHOD\RUSUHYHQWWKHDFKLHYHPHQWRIRXUEXVLQHVV
REMHFWLYHVDQGFRXOGPDWHULDOO\KDUPRXUEXVLQHVVDQGFXVWRPHUUHODWLRQVKLSV,QDGGLWLRQEHFDXVHRIWKHKLJKO\WHFKQLFDOQDWXUH
RIRXUURERWVWKHORVVRIDQ\VLJQLILFDQWQXPEHURIRXUH[LVWLQJHQJLQHHULQJDQGSURMHFWPDQDJHPHQWSHUVRQQHOFRXOGKDYHD
PDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVDQGRSHUDWLQJUHVXOWV,QDGGLWLRQLQFUHDVHGWXUQRYHUSDUWLFXODUO\RQWKHVHQLRU
PDQDJHPHQWWHDPZLWKLQVXIILFLHQWGHYHORSPHQWRIOHDGHUVKLSWDOHQWDQGVXFFHVVLRQSODQVFRXOGGLPLQLVKHPSOR\HHFRQILGHQFH
DQGLQFUHDVHULVNVIRUUHWDLQLQJNH\HPSOR\HHV



If we are unable to attract and retain additional skilled personnel, we may be unable to grow our business.
7RH[HFXWHRXUJURZWKSODQZHPXVWDWWUDFWDQGUHWDLQDGGLWLRQDOKLJKO\TXDOLILHGSHUVRQQHO&RPSHWLWLRQIRUKLULQJWKHVH
HPSOR\HHVLVLQWHQVHHVSHFLDOO\ZLWKUHJDUGWRHQJLQHHUVZLWKKLJKOHYHOVRIH[SHULHQFHLQGHVLJQLQJGHYHORSLQJDQGLQWHJUDWLQJ
URERWVDQGHQJLQHHUVZLWKH[SHUWLVHLQDUWLILFLDOLQWHOOLJHQFHPDFKLQHOHDUQLQJDQGFORXGDSSOLFDWLRQV0DQ\RIWKHFRPSDQLHV
ZLWKZKLFKZHFRPSHWHIRUKLULQJH[SHULHQFHGHPSOR\HHVKDYHJUHDWHUUHVRXUFHVWKDQZHKDYH,IZHIDLOWRDWWUDFWQHZWHFKQLFDO
SHUVRQQHORUIDLOWRUHWDLQDQGPRWLYDWHRXUFXUUHQWHPSOR\HHVRXUEXVLQHVVDQGIXWXUHJURZWKSURVSHFWVFRXOGEHVHYHUHO\
KDUPHG
If we fail to protect, or incur significant costs in defending, our intellectual property and other proprietary rights, our
business and results of operations could be materially harmed.

,QDGGLWLRQGHIHQGLQJRXULQWHOOHFWXDOSURSHUW\ULJKWVPD\HQWDLOVLJQLILFDQWH[SHQVH :HEHOLHYHWKDWFHUWDLQSURGXFWVLQ
WKHPDUNHWSODFHPD\LQIULQJHRXUH[LVWLQJLQWHOOHFWXDOSURSHUW\ULJKWV :HKDYHIURPWLPHWRWLPHUHVRUWHGWROHJDOSURFHHGLQJV
WRSURWHFWRXULQWHOOHFWXDOSURSHUW\DQGPD\FRQWLQXHWRGRVRLQWKHIXWXUH)RUH[DPSOHRQ2FWREHUZHLQLWLDWHGD
SDWHQWLQIULQJHPHQWODZVXLWLQIHGHUDOGLVWULFWFRXUWLQ0DVVDFKXVHWWVDJDLQVW6KDUN1LQMD2SHUDWLQJ//&DQGLWVUHODWHGHQWLWLHV
6KDUN1LQMD IRULQIULQJHPHQWRISDWHQWVIRUWHFKQRORJ\UHODWHGWRURERWLFYDFXXPFOHDQHUV,QDGGLWLRQZHVRXJKWD
SUHOLPLQDU\LQMXQFWLRQDJDLQVW6KDUN1LQMDIRULQIULQJHPHQWRIWKUHH86SDWHQWV6KDUN1LQMDKDVLQSDUDOOHOVRXJKWGHFODUDWLRQV
RIQRQLQIULQJHPHQWRIWKLUWHHQ86SDWHQWVRZQHGE\L5RERW2Q1RYHPEHUWKHIHGHUDOGLVWULFWFRXUWLQ
0DVVDFKXVHWWVGHQLHGL5RERW VPRWLRQIRUDSUHOLPLQDU\LQMXQFWLRQ6LPLODUO\LQZHLQLWLDWHGDPXOWLSDUW\OLWLJDWLRQDW
\
86,QWHUQDWLRQDO7UDGH&RPPLVVLRQ WKH,7& DVZHOODVLQIHGHUDOGLVWULFWFRXUWLQ0DVVDFKXVHWWVEDVHGRQFODLPVRISDWHQW
LQIULQJHPHQW,Q1RYHPEHUWKH,7&LVVXHGD1RWLFHRI)LQDO'HWHUPLQDWLRQFRQILUPLQJWKDW863DWHQW1RLV
YDOLGDQGLQIULQJHGDQGWKDWWKHLQIULQJLQJSURGXFWVIRUE2EVZHHS,QFE2EVZHHS86$+RRYHUDQG6KHQ]KHQ6LOYHU6WDU
,QWHOOLJHQW7HFKQRORJ\&R/WGVKRXOGEHEDUUHGIURPLPSRUWDWLRQLQWRWKH8QLWHG6WDWHV3ULRUWRWKHLVVXDQFHRIWKH)LQDO
'HWHUPLQDWLRQL5RERWHQWHUHGLQWRFRQILGHQWLDOVHWWOHPHQWVZLWK6KHQ]KHQ=KL\L7HFKQRORJ\&R/WGGEDL/LIH0LFUR6WDU
,QWHUQDWLRQDO%ODFN 'HFNHUDQG0DWVXWHN7KHUHLVQRJXDUDQWHHWKDWZHZLOOSUHYDLORQRWKHUSDWHQWLQIULQJHPHQWFODLPV
DJDLQVWWKLUGSDUWLHV:HPD\EHUHTXLUHGWRH[SHQGVLJQLILFDQWUHVRXUFHVWRPRQLWRUDQGSURWHFWRXULQWHOOHFWXDOSURSHUW\ULJKWV
,QDGGLWLRQDQ\RIRXULQWHOOHFWXDOSURSHUW\ULJKWVPD\EHFKDOOHQJHGE\RWKHUVRULQYDOLGDWHGWKURXJKDGPLQLVWUDWLYHSURFHVVHV
RUOLWLJDWLRQ,IZHUHVRUWWROHJDOSURFHHGLQJVWRHQIRUFHRXULQWHOOHFWXDOSURSHUW\ULJKWVRUWRGHWHUPLQHWKHYDOLGLW\DQGVFRSHRI
WKHLQWHOOHFWXDOSURSHUW\RURWKHUSURSULHWDU\ULJKWVRIRWKHUVWKHSURFHHGLQJVFRXOGUHVXOWLQVLJQLILFDQWH[SHQVHWRXVDQGGLYHUW
WKHDWWHQWLRQDQGHIIRUWVRIRXUPDQDJHPHQWDQGWHFKQLFDOHPSOR\HHVHYHQLIZHZHUHWRSUHYDLO



Form 10-K

2XUVXFFHVVGHSHQGVRQRXUDELOLW\WRSURWHFWRXULQWHOOHFWXDOSURSHUW\DQGRWKHUSURSULHWDU\ULJKWV:HUHO\SULPDULO\RQ
SDWHQWVWUDGHPDUNVFRS\ULJKWVWUDGHVHFUHWVDQGXQIDLUFRPSHWLWLRQODZVDVZHOODVOLFHQVHDJUHHPHQWVDQGRWKHUFRQWUDFWXDO
SURYLVLRQVWRSURWHFWRXULQWHOOHFWXDOSURSHUW\DQGRWKHUSURSULHWDU\ULJKWV6LJQLILFDQWWHFKQRORJ\XVHGLQRXUSURGXFWV
KRZHYHULVQRWWKHVXEMHFWRIDQ\SDWHQWSURWHFWLRQDQGZHPD\EHXQDEOHWRREWDLQSDWHQWSURWHFWLRQRQVXFKWHFKQRORJ\LQWKH
IXWXUH0RUHRYHUH[LVWLQJ86OHJDOVWDQGDUGVUHODWLQJWRWKHYDOLGLW\HQIRUFHDELOLW\DQGVFRSHRISURWHFWLRQRILQWHOOHFWXDO
SURSHUW\ULJKWVRIIHURQO\OLPLWHGSURWHFWLRQPD\QRWSURYLGHXVZLWKDQ\FRPSHWLWLYHDGYDQWDJHVDQGPD\EHFKDOOHQJHGE\
WKLUGSDUWLHV,QDGGLWLRQWKHODZVRIFRXQWULHVRWKHUWKDQWKH8QLWHG6WDWHVLQZKLFKZHPDUNHWRXUSURGXFWVPD\DIIRUGOLWWOHRU
I
QRHIIHFWLYHSURWHFWLRQRIRXULQWHOOHFWXDOSURSHUW\3DWHQWVZKLFKPD\EHJUDQWHGWRXVLQFHUWDLQIRUHLJQFRXQWULHVPD\EH
VXEMHFWWRRSSRVLWLRQSURFHHGLQJVEURXJKWE\WKLUGSDUWLHVRUUHVXOWLQVXLWVE\XVZKLFKPD\EHFRVWO\DQGUHVXOWLQDGYHUVH
FRQVHTXHQFHVIRUXV$FFRUGLQJO\GHVSLWHRXUHIIRUWVZHPD\EHXQDEOHWRSUHYHQWWKLUGSDUWLHVIURPLQIULQJLQJXSRQRU
PLVDSSURSULDWLQJRXULQWHOOHFWXDOSURSHUW\RURWKHUZLVHJDLQLQJDFFHVVWRRXUWHFKQRORJ\8QDXWKRUL]HGWKLUGSDUWLHVPD\WU\WR
FRS\RUUHYHUVHHQJLQHHURXUSURGXFWVRUSRUWLRQVRIRXUSURGXFWVRURWKHUZLVHREWDLQDQGXVHRXULQWHOOHFWXDOSURSHUW\,IZHIDLO
WRSURWHFWRXULQWHOOHFWXDOSURSHUW\DQGRWKHUSURSULHWDU\ULJKWVRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVRUILQDQFLDOFRQGLWLRQFRXOGEH
PDWHULDOO\KDUPHG

We may be sued by third parties for alleged infringement of their proprietary rights, which could be costly, timeconsuming and limit our ability to use certain technologies in the future.
,QWKHSDVWZHKDYHIDFHGPXOWLSOHODZVXLWVEDVHGRQFODLPVRISDWHQWLQIULQJHPHQW,IWKHVL]HRIRXUPDUNHWVLQFUHDVHVZH
ZRXOGEHPRUHOLNHO\WREHVXEMHFWWRFODLPVWKDWRXUWHFKQRORJLHVLQIULQJHXSRQWKHLQWHOOHFWXDOSURSHUW\RURWKHUSURSULHWDU\
ULJKWVRIWKLUGSDUWLHV,QDGGLWLRQWKHYHQGRUVIURPZKLFKZHOLFHQVHWHFKQRORJ\XVHGLQRXUSURGXFWVFRXOGEHFRPHVXEMHFWWR
VLPLODULQIULQJHPHQWFODLPV2XUYHQGRUVRUZHPD\QRWEHDEOHWRZLWKVWDQGWKLUGSDUW\LQIULQJHPHQWFODLPV $Q\FODLPVZLWK
RUZLWKRXWPHULWFRXOGEHWLPHFRQVXPLQJDQGH[SHQVLYHDQGFRXOGGLYHUWRXUPDQDJHPHQW¶VDWWHQWLRQDZD\IURPWKHH[HFXWLRQ
RIRXUEXVLQHVVSODQ0RUHRYHUDQ\VHWWOHPHQWRUDGYHUVHMXGJPHQWUHVXOWLQJIURPWKHFODLPFRXOGUHTXLUHXVWRSD\VXEVWDQWLDO
DPRXQWVRUREWDLQDOLFHQVHWRFRQWLQXHWRXVHWKHWHFKQRORJ\WKDWLVWKHVXEMHFWRIWKHFODLPRURWKHUZLVHUHVWULFWRUSURKLELWRXU
XVHRIWKHWHFKQRORJ\7KHUHFDQEHQRDVVXUDQFHWKDWZHZRXOGEHDEOHWRREWDLQDOLFHQVHIURPWKHWKLUGSDUW\DVVHUWLQJWKH
FODLPRQFRPPHUFLDOO\UHDVRQDEOHWHUPVLIDWDOOWKDWZHZRXOGEHDEOHWRGHYHORSDOWHUQDWLYHWHFKQRORJ\RQDWLPHO\EDVLVLIDW
DOORUWKDWZHZRXOGEHDEOHWRREWDLQDOLFHQVHWRXVHDVXLWDEOHDOWHUQDWLYHWHFKQRORJ\WRSHUPLWXVWRFRQWLQXHRIIHULQJDQGRXU
I
FXVWRPHUVWRFRQWLQXHXVLQJRXUDIIHFWHGSURGXFW,QDGGLWLRQZHPD\EHUHTXLUHGWRLQGHPQLI\RXUUHWDLODQGGLVWULEXWLRQ
SDUWQHUVIRUWKLUGSDUW\LQWHOOHFWXDOSURSHUW\LQIULQJHPHQWFODLPVZKLFKZRXOGLQFUHDVHWKHFRVWWRXVRIDQDGYHUVHUXOLQJLQ
VXFKDFODLP$QDGYHUVHGHWHUPLQDWLRQFRXOGDOVRSUHYHQWXVIURPRIIHULQJRXUSURGXFWVWRRWKHUV,QIULQJHPHQWFODLPVDVVHUWHG
DJDLQVWXVRURXUYHQGRUVPD\KDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVRUILQDQFLDOFRQGLWLRQ
,QDGGLWLRQZHLQFRUSRUDWHRSHQVRXUFHVRIWZDUHLQWRRXUSURGXFWVDQGZHPD\FRQWLQXHWRLQFRUSRUDWHRSHQVRXUFH
VRIWZDUHLQWRRXUSURGXFWVLQWKHIXWXUH2SHQVRXUFHVRIWZDUHLVJHQHUDOO\OLFHQVHGE\LWVDXWKRUVRURWKHUWKLUGSDUWLHVXQGHU
RSHQVRXUFHOLFHQVHV6RPHRIWKHVHOLFHQVHVFRQWDLQUHTXLUHPHQWVWKDWZHPDNHDYDLODEOHVRXUFHFRGHIRUPRGLILFDWLRQVRU
GHULYDWLYHZRUNVZHFUHDWHEDVHGXSRQWKHRSHQVRXUFHVRIWZDUHDQGWKDWZHOLFHQVHVXFKPRGLILFDWLRQVRUGHULYDWLYHZRUNV
XQGHUWKHWHUPVRIDSDUWLFXODURSHQVRXUFHOLFHQVHRURWKHUOLFHQVHJUDQWLQJWKLUGSDUWLHVFHUWDLQULJKWVRIIXUWKHUXVH,IDQDXWKRU
RURWKHUWKLUGSDUW\WKDWGLVWULEXWHVRSHQVRXUFHVRIWZDUHWKDWZHXVHRUOLFHQVHZHUHWRDOOHJHWKDWZHKDGQRWFRPSOLHGZLWKWKH
FRQGLWLRQVRIWKHDSSOLFDEOHOLFHQVHZHFRXOGEHUHTXLUHGWRLQFXUVLJQLILFDQWOHJDOH[SHQVHVGHIHQGLQJDJDLQVWWKRVHDOOHJDWLRQV
DQGFRXOGEHVXEMHFWWRVLJQLILFDQWGDPDJHVHQMRLQHGIURPRIIHULQJRUVHOOLQJRXUSURGXFWVWKDWFRQWDLQHGWKHRSHQVRXUFH
VRIWZDUHDQGUHTXLUHGWRFRPSO\ZLWKWKHIRUHJRLQJFRQGLWLRQV$Q\RIWKHIRUHJRLQJFRXOGGLVUXSWDQGKDUPRXUEXVLQHVVDQG
ILQDQFLDOFRQGLWLRQ
Significant developments from the recent and potential changes in U.S. trade policies have had, and we expect will
continue to have, a material adverse effect on our business, financial condition and results of operations.
7KH86JRYHUQPHQWKDVLQGLFDWHGLWVLQWHQWWRDOWHULWVDSSURDFKWRLQWHUQDWLRQDOWUDGHSROLF\DQGLQVRPHFDVHVWR
UHQHJRWLDWHRUSRWHQWLDOO\WHUPLQDWHFHUWDLQH[LVWLQJELODWHUDORUPXOWLODWHUDOWUDGHDJUHHPHQWVDQGWUHDWLHVZLWKIRUHLJQ
FRXQWULHV(IIHFWLYH6HSWHPEHUWKH86JRYHUQPHQWLPSOHPHQWHGDWDULIIRQFHUWDLQJRRGVLPSRUWHGIURP&KLQD
ZKLFKLQFOXGHWKHPDMRULW\RIWKRVHLPSRUWHGE\WKH&RPSDQ\7KHVHWDULIIVZHUHLQFUHDVHGWRRQ0D\DQGZHUH
VODWHGWRIXUWKHULQFUHDVHWRLQ2FWREHUXQWLODODVWPLQXWHLQWHULPGHDOZDVUHDFKHGEHWZHHQWKH8QLWHG6WDWHVDQG
&KLQD$OWKRXJKWKH8QLWHG6WDWHVDQG&KLQDVLJQHGDQHZWUDGHDJUHHPHQWLQ-DQXDU\PRVWRIWKHSUHYLRXVO\
LPSOHPHQWHGWDULIIVRQJRRGVLPSRUWHGIURP&KLQDUHPDLQLQSODFH LQFOXGLQJWKHWDULIIVGHVFULEHGDERYH DQGXQFHUWDLQW\
UHPDLQVDVWRWKHVKRUWWHUPDQGORQJWHUPIXWXUHRIHFRQRPLFUHODWLRQVEHWZHHQWKH8QLWHG6WDWHVDQG&KLQD 7KHVHWDULIIVDQG
RWKHUJRYHUQPHQWDODFWLRQUHODWLQJWRLQWHUQDWLRQDOWUDGHDJUHHPHQWVRUSROLFLHVKDYHGLUHFWO\RULQGLUHFWO\DGYHUVHO\LPSDFWHG
GHPDQGIRURXUSURGXFWVRXUFRVWVFXVWRPHUVVXSSOLHUVGLVWULEXWRUVUHVHOOHUVDQGRUWKH86HFRQRP\RUFHUWDLQVHFWRUV
WKHUHRIDQGDVDUHVXOWKDYHDGYHUVHO\LPSDFWHGDQGZHH[SHFWZLOOFRQWLQXHWRDGYHUVHO\LPSDFWRXUEXVLQHVVILQDQFLDO
FRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV7KHDOUHDG\LPSOHPHQWHGDQGDQ\DGGLWLRQDORULQFUHDVHGWDULIIVKDYHFDXVHGDQGPD\LQ
WKHIXWXUHFDXVHXVWRIXUWKHULQFUHDVHSULFHVWRRXUFXVWRPHUVZKLFKZHEHOLHYHKDVUHGXFHGDQGLQWKHIXWXUHPD\UHGXFH
GHPDQGIRURXUSURGXFWV7KHLQFUHDVHGWDULIIVDUHDFRQWULEXWLQJFDXVHIRUORZHULQJRXUPDUJLQRQSURGXFWVVROGDQGZHH[SHFW
DUHGXFHGPDUJLQJRLQJIRUZDUGGXHWRFRQWLQXLQJWDULIIV,WUHPDLQVXQFOHDUZKDWWKH86RUIRUHLJQJRYHUQPHQWVZLOORUZLOO
QRWGRZLWKUHVSHFWWRWDULIIVLQWHUQDWLRQDOWUDGHDJUHHPHQWVDQGSROLFLHVRQDVKRUWWHUPRUORQJWHUPEDVLV:HFDQQRWSUHGLFW
IXWXUHWUDGHSROLF\RUWKHWHUPVRIDQ\UHQHJRWLDWHGWUDGHDJUHHPHQWVDQGWKHLULPSDFWVRQRXUEXVLQHVV7KHDGRSWLRQDQG
H[SDQVLRQRIWUDGHUHVWULFWLRQVWKHRFFXUUHQFHRIDWUDGHZDURURWKHUJRYHUQPHQWDODFWLRQUHODWHGWRWDULIIVRUWUDGHDJUHHPHQWV
RUSROLFLHVKDVWKHSRWHQWLDOWRIXUWKHUDGYHUVHO\LPSDFWGHPDQGIRURXUSURGXFWVRXUFRVWVRXUFXVWRPHUVRXUVXSSOLHUVDQGWKH
86HFRQRP\ZKLFKLQWXUQFRXOGIXUWKHUDGYHUVHO\LPSDFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV
,QUHVSRQVHWRLQWHUQDWLRQDOWUDGHSROLF\DVZHOODVRWKHUULVNVDVVRFLDWHGZLWKFRQFHQWUDWHGPDQXIDFWXULQJLQ&KLQDWKH
&RPSDQ\KDVEHJXQUHORFDWLQJDPHDQLQJIXOSRUWLRQRILWVVXSSO\FKDLQIURP&KLQDWR0DOD\VLD6XFKUHORFDWLRQDFWLYLWLHV
LQFUHDVHFRVWVDQGULVNVDVVRFLDWHGZLWKHVWDEOLVKLQJQHZPDQXIDFWXULQJIDFLOLWLHV



Global economic conditions and any associated impact on consumer spending could have a material adverse effect on
our business, results of operations and financial condition.
&RQWLQXHGHFRQRPLFXQFHUWDLQW\DQGUHGXFWLRQVLQFRQVXPHUVSHQGLQJSDUWLFXODUO\LQFHUWDLQLQWHUQDWLRQDOPDUNHWVVXFKDV
WKH(XURSHDQ8QLRQ&KLQDDQG-DSDQPD\UHVXOWLQUHGXFWLRQVLQVDOHVRIRXUFRQVXPHUURERWV $GGLWLRQDOO\GLVUXSWLRQVLQ
FUHGLWPDUNHWVPD\PDWHULDOO\OLPLWFRQVXPHUFUHGLWDYDLODELOLW\DQGUHVWULFWFUHGLWDYDLODELOLW\RIRXUUHWDLOFXVWRPHUVZKLFK
ZRXOGDOVRLPSDFWSXUFKDVHVRIRXUFRQVXPHUURERWV$Q\UHGXFWLRQLQVDOHVRIRXUFRQVXPHUURERWVUHVXOWLQJIURPUHGXFWLRQVLQ
FRQVXPHUVSHQGLQJRUFRQWLQXHGGLVUXSWLRQLQWKHDYDLODELOLW\RIFUHGLWWRUHWDLOHUVRUFRQVXPHUVFRXOGPDWHULDOO\DQGDGYHUVHO\
DIIHFWRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ

2XUSULPDU\H[SRVXUHWRPRYHPHQWVLQIRUHLJQFXUUHQF\H[FKDQJHUDWHVUHODWHVWRQRQ86GROODUGHQRPLQDWHGVDOHVDQG
RSHUDWLQJH[SHQVHVZRUOGZLGH:HDNHQLQJRIIRUHLJQFXUUHQFLHVUHODWLYHWRWKH86GROODUFRXOGDGYHUVHO\DIIHFWWKH86GROODU
YDOXHRIRXUIRUHLJQFXUUHQF\GHQRPLQDWHGVDOHVDQGHDUQLQJVDQGOHDGXVWRUDLVHLQWHUQDWLRQDOSULFLQJZKLFKPD\UHGXFH
GHPDQGIRURXUSURGXFWV,QVRPHFLUFXPVWDQFHVIRUFRPSHWLWLYHRURWKHUUHDVRQVZHPD\GHFLGHQRWWRUDLVHORFDOSULFHVWR
IXOO\RIIVHWWKHVWUHQJWKHQLQJRIWKH86GROODURUIRUDQ\RWKHUUHDVRQZKLFKZRXOGDGYHUVHO\DIIHFWWKH86GROODUYDOXHRI
RXUIRUHLJQFXUUHQF\GHQRPLQDWHGVDOHVDQGHDUQLQJV&RQYHUVHO\DVWUHQJWKHQLQJRIIRUHLJQFXUUHQFLHVUHODWLYHWRWKH86
GROODUZKLOHJHQHUDOO\EHQHILFLDOWRRXUIRUHLJQFXUUHQF\GHQRPLQDWHGVDOHVDQGHDUQLQJVFRXOGFDXVHXVWRUHGXFHLQWHUQDWLRQDO
SULFLQJLQFXUORVVHVRQRXUIRUHLJQFXUUHQF\GHULYDWLYHLQVWUXPHQWVDQGLQFXULQFUHDVHGRSHUDWLQJH[SHQVHVWKHUHE\OLPLWLQJDQ\
EHQHILW$GGLWLRQDOO\VWUHQJWKHQLQJRIIRUHLJQFXUUHQFLHVPD\DOVRLQFUHDVHRXUFRVWRISURGXFWFRPSRQHQWVGHQRPLQDWHGLQ
WKRVHFXUUHQFLHVWKXVDGYHUVHO\DIIHFWLQJJURVVPDUJLQV
:HXVHGHULYDWLYHLQVWUXPHQWVVXFKDVIRUHLJQFXUUHQF\IRUZDUGFRQWUDFWVWRKHGJHFHUWDLQH[SRVXUHVWRIOXFWXDWLRQVLQ
IRUHLJQFXUUHQF\H[FKDQJHUDWHV7KHXVHRIVXFKKHGJLQJDFWLYLWLHVPD\QRWRIIVHWDQ\RURQO\DSRUWLRQRIWKHDGYHUVHILQDQFLDO
HIIHFWVRIXQIDYRUDEOHPRYHPHQWVLQIRUHLJQH[FKDQJHUDWHVRYHUWKHOLPLWHGWLPHWKHKHGJHVDUHLQSODFH,QDGGLWLRQRXU
FRXQWHUSDUWLHVPD\EHXQDEOHWRPHHWWKHWHUPVRIWKHDJUHHPHQWV :HVHHNWRPLWLJDWHWKLVULVNE\OLPLWLQJFRXQWHUSDUWLHVWR
PDMRUILQDQFLDOLQVWLWXWLRQVDQGE\VSUHDGLQJWKHULVNDFURVVVHYHUDOPDMRUILQDQFLDOLQVWLWXWLRQV
We are subject to a variety of U.S. and foreign laws and regulations that are central to our business; our failure to
comply with these laws and regulations could harm our business or our operating results.
:HDUHRUPD\EHFRPHVXEMHFWWRDYDULHW\RIODZVDQGUHJXODWLRQVLQWKH8QLWHG6WDWHVDQGDEURDGWKDWLQYROYHPDWWHUV
FHQWUDOWRRXUEXVLQHVVLQFOXGLQJODZVDQGUHJXODWLRQVUHJDUGLQJFRQVXPHUSURWHFWLRQDGYHUWLVLQJHOHFWURQLFFRPPHUFH
LQWHOOHFWXDOSURSHUW\PDQXIDFWXULQJDQWLEULEHU\DQGDQWLFRUUXSWLRQDQGHFRQRPLFRURWKHUWUDGHSURKLELWLRQVRUVDQFWLRQV
7KHLQFUHDVLQJO\JOREDOQDWXUHRIRXUEXVLQHVVRSHUDWLRQVVXEMHFWVXVWRGRPHVWLFDQGIRUHLJQODZVDQGUHJXODWLRQVVXFKDV
WKH86)RUHLJQ&RUUXSW3UDFWLFHV$FWWKH8.%ULEHU\$FWDQGVLPLODUDQWLEULEHU\DQGDQWLFRUUXSWLRQODZVLQRWKHU
MXULVGLFWLRQV2XUSURGXFWVDUHDOVRVXEMHFWWR86H[SRUWFRQWUROVLQFOXGLQJWKH8QLWHG6WDWHV'HSDUWPHQWRI&RPPHUFH¶V
([SRUW$GPLQLVWUDWLRQ5HJXODWLRQVDQGYDULRXVHFRQRPLFDQGWUDGHVDQFWLRQVUHJXODWLRQVHVWDEOLVKHGE\WKH7UHDVXU\
'HSDUWPHQW¶V2IILFHRI)RUHLJQ$VVHWV&RQWUROV*LYHQWKHLQFUHDVLQJQXPEHURIIRUHLJQODZVWRZKLFKZHDUHVXEMHFWDQGWKH
KLJKOHYHORIFRPSOH[LW\RIWKHVHODZVWKHUHLVDULVNWKDWVRPHSURYLVLRQVPD\EHLQDGYHUWHQWO\EUHDFKHGE\XVRUE\RXU
VXEVLGLDULHVIRUH[DPSOHWKURXJKIUDXGXOHQWRUQHJOLJHQWEHKDYLRURILQGLYLGXDOHPSOR\HHVRXUIDLOXUHWRFRPSO\ZLWKFHUWDLQ
IRUPDOGRFXPHQWDWLRQUHTXLUHPHQWVRURWKHUZLVH,IZHLQFXUOLDELOLW\IRUQRQFRPSOLDQFHXQGHUWKHVHODZVRUUHJXODWLRQVZH
PD\EHIRUFHGWRLPSOHPHQWQHZPHDVXUHVWRUHGXFHRXUH[SRVXUHWRWKLVOLDELOLW\7KLVPD\UHTXLUHXVWRH[SHQGVXEVWDQWLDO
UHVRXUFHVRUWRGLVFRQWLQXHFHUWDLQSURGXFWVRUVHUYLFHVZKLFKZRXOGQHJDWLYHO\DIIHFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQG
I
RSHUDWLQJUHVXOWV,QDGGLWLRQDQ\QHJDWLYHSXEOLFLW\GLUHFWHGWRXVDVDUHVXOWRIODZVXLWVUHJXODWRU\SURFHHGLQJVDQGOHJLVODWLYH
SURSRVDOVFRXOGKDUPRXUEUDQGRURWKHUZLVHLPSDFWWKHJURZWKRIRXUEXVLQHVV $Q\FRVWVLQFXUUHGDVDUHVXOWRIFRPSOLDQFH
HIIRUWVRURWKHUOLDELOLWLHVXQGHUWKHVHODZVRUUHJXODWLRQVFRXOGKDUPRXUEXVLQHVVDQGRSHUDWLQJUHVXOWV
Environmental laws and regulations and unforeseen costs could negatively impact our future earnings.
7KHPDQXIDFWXUHDQGVDOHRIRXUSURGXFWVLQFHUWDLQVWDWHVDQGFRXQWULHVPD\VXEMHFWXVWRHQYLURQPHQWDODQGRWKHU
UHJXODWLRQV:HDOVRIDFHLQFUHDVLQJFRPSOH[LW\LQRXUSURGXFWGHVLJQDVZHDGMXVWWROHJDODQGUHJXODWRU\UHTXLUHPHQWVUHODWLQJ
WRRXUSURGXFWV7KHUHLVQRDVVXUDQFHWKDWVXFKH[LVWLQJODZVRUIXWXUHODZVZLOOQRWLPSDLUIXWXUHHDUQLQJVRUUHVXOWVRI
RSHUDWLRQV
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%HFDXVHZHDUHDQLQFUHDVLQJO\JOREDOEXVLQHVVWKDWLQWKH\HDUVHQGHG'HFHPEHU'HFHPEHUDQG
'HFHPEHUJHQHUDWHGDSSUR[LPDWHO\DQGUHVSHFWLYHO\RIRXUWRWDOUHYHQXHIURPVDOHVWR
\
FXVWRPHUVRXWVLGHRIWKH8QLWHG6WDWHVZHDUHVXEMHFWWRDQXPEHURIDGGLWLRQDOULVNVLQFOXGLQJIRUHLJQFXUUHQF\IOXFWXDWLRQV
7KHVHULVNVDUHPDJQLILHGZLWKRXUH[SDQGLQJJOREDOSUHVHQFHDVDUHVXOWRIRXUDFTXLVLWLRQVRI62'&DQG5RERSROLV7KHVH
IRUHLJQFXUUHQF\IOXFWXDWLRQVPD\PDNHRXUSURGXFWVPRUHH[SHQVLYHWRRXUGLVWULEXWRUVDQGHQGFXVWRPHUVZKLFKLQWXUQPD\
LPSDFWVDOHVGLUHFWO\RUWKHDELOLW\RUZLOOLQJQHVVRIRXUSDUWQHUVWRLQYHVWLQJURZLQJSURGXFWGHPDQG

Business disruptions resulting from international uncertainties could negatively impact our profitability.
:HGHULYHDQGH[SHFWWRFRQWLQXHWRGHULYHDVLJQLILFDQWSRUWLRQRIRXUUHYHQXHIURPLQWHUQDWLRQDOVDOHVLQYDULRXV
(XURSHDQDQG)DU(DVWPDUNHWVDQG&DQDGDSDUWLFXODUO\IROORZLQJRXUDFTXLVLWLRQVRI62'&DQG5RERSROLV)RUWKHILVFDO
\HDUVHQGHG'HFHPEHU'HFHPEHUDQG'HFHPEHUVDOHVWRQRQ86FXVWRPHUVDFFRXQWHGIRU
DQGRIWRWDOUHYHQXHUHVSHFWLYHO\:HH[SHFWWKDWLQWHUQDWLRQDOUHYHQXHVZLOOFRQWLQXHWRDFFRXQWIRUDVLJQLILFDQW
SHUFHQWDJHRIRXUUHYHQXHVIRUWKHIRUHVHHDEOHIXWXUH2XULQWHUQDWLRQDOUHYHQXHDQGRSHUDWLRQVDUHVXEMHFWWRDQXPEHURI
PDWHULDOULVNVLQFOXGLQJEXWQRWOLPLWHGWR


GLIILFXOWLHVLQVWDIILQJPDQDJLQJDQGVXSSRUWLQJRSHUDWLRQVLQPXOWLSOHFRXQWULHV



GLIILFXOWLHVLQHQIRUFLQJDJUHHPHQWVDQGFROOHFWLQJUHFHLYDEOHVWKURXJKIRUHLJQOHJDOV\VWHPVDQGRWKHUUHOHYDQW
OHJDOLVVXHV




IHZHUOHJDOSURWHFWLRQVIRULQWHOOHFWXDOSURSHUW\
IRUHLJQDQG86WD[DWLRQLVVXHVWDULIIVDQGLQWHUQDWLRQDOWUDGHEDUULHUV



GLIILFXOWLHVLQREWDLQLQJDQ\QHFHVVDU\JRYHUQPHQWDODXWKRUL]DWLRQVIRUWKHH[SRUWRIRXUSURGXFWVWRFHUWDLQ
IRUHLJQMXULVGLFWLRQV



SRWHQWLDOIOXFWXDWLRQVLQIRUHLJQHFRQRPLHV





JRYHUQPHQWFXUUHQF\FRQWURODQGUHVWULFWLRQVRQUHSDWULDWLRQRIHDUQLQJV
IOXFWXDWLRQVLQWKHYDOXHRIIRUHLJQFXUUHQFLHVDQGLQWHUHVWUDWHV
JHQHUDOHFRQRPLFDQGSROLWLFDOFRQGLWLRQVLQWKHPDUNHWVLQZKLFKZHRSHUDWH



GRPHVWLFDQGLQWHUQDWLRQDOHFRQRPLFRUSROLWLFDOFKDQJHVKRVWLOLWLHVDQGRWKHUGLVUXSWLRQVLQUHJLRQVZKHUHZH
FXUUHQWO\RSHUDWHRUPD\RSHUDWHLQWKHIXWXUH



FKDQJHVLQIRUHLJQFXUUHQF\H[FKDQJHUDWHV



GLIIHUHQWDQGFKDQJLQJOHJDODQGUHJXODWRU\UHTXLUHPHQWVLQWKHMXULVGLFWLRQVLQZKLFKZHFXUUHQWO\RSHUDWHRUPD\
RSHUDWHLQWKHIXWXUHDQG



RXUUHODWLRQVKLSVZLWKLQWHUQDWLRQDOGLVWULEXWRUVVRPHRIZKRPPD\EHRSHUDWLQJZLWKRXWZULWWHQFRQWUDFWV

1HJDWLYHGHYHORSPHQWVLQDQ\RIWKHVHDUHDVLQRQHRUPRUHFRXQWULHVFRXOGUHVXOWLQDUHGXFWLRQLQGHPDQGIRURXU
SURGXFWVWKHFDQFHOODWLRQRUGHOD\RIRUGHUVDOUHDG\SODFHGWKUHDWVWRRXULQWHOOHFWXDOSURSHUW\GLIILFXOW\LQFROOHFWLQJ
\
UHFHLYDEOHVDQGDKLJKHUFRVWRIGRLQJEXVLQHVVDQ\RIZKLFKFRXOGQHJDWLYHO\LPSDFWRXUEXVLQHVVILQDQFLDOFRQGLWLRQRU
UHVXOWVRIRSHUDWLRQV0RUHRYHURXUVDOHVWRFXVWRPHUVRXWVLGHWKH8QLWHG6WDWHVDUHSULPDULO\GHQRPLQDWHGLQ(XURDQG-DSHQHVH
<HQDQGIOXFWXDWLRQVLQWKHYDOXHRIIRUHLJQFXUUHQFLHVUHODWLYHWRWKH86GROODUPD\PDNHRXUSURGXFWVPRUHH[SHQVLYHWKDQ
RWKHUSURGXFWVZKLFKFRXOGKDUPRXUEXVLQHVV
7KH8QLWHG.LQJGRP¶VH[LWIURPWKH(8FRPPRQO\UHIHUUHGWRDV%UH[LWKDVFDXVHGVLJQLILFDQWSROLWLFDODQGHFRQRPLF
XQFHUWDLQW\LQWKH8QLWHG.LQJGRP(8DQGHOVHZKHUH7KHLPSDFWRI%UH[LWDQGWKHUHVXOWLQJWXUPRLORQWKHSROLWLFDODQG
HFRQRPLFIXWXUHRIWKH8QLWHG.LQJGRPDQGWKH(8LVXQFHUWDLQDQGZHPD\EHDGYHUVHO\DIIHFWHGLQZD\VZHFDQQRWFXUUHQWO\
I
DQWLFLSDWH7KHXOWLPDWHHIIHFWVRI%UH[LWZLOOGHSHQGLQSDUWRQDQ\DJUHHPHQWVWKH8QLWHG.LQJGRPPDNHVWRUHWDLQDFFHVVWR
WKH(8PDUNHWVDQGYLFHYHUVDHLWKHUGXULQJDWUDQVLWLRQDOSHULRGRUPRUHSHUPDQHQWO\%UH[LWDOVRPD\UHVXOWLQVLJQLILFDQW
FKDQJHVLQWKH%ULWLVKUHJXODWRU\HQYLURQPHQWZKLFKFRXOGLQFUHDVHRXUFRPSOLDQFHFRVWV:HPD\ILQGLWPRUHGLIILFXOWWR
FRQGXFWEXVLQHVVLQWKH8QLWHG.LQJGRPDQGWKH(8DV%UH[LWPD\UHVXOWLQLQFUHDVHGUHJXODWRU\FRPSOH[LW\DQGLQFUHDVHG
UHVWULFWLRQVRQWKHPRYHPHQWRIFDSLWDOJRRGVDQGSHUVRQQHO$Q\RIWKHVHHIIHFWVRI%UH[LWDQGRWKHUVLPLODUUHIHUHQGDWKDWZH
FDQQRWDQWLFLSDWHFRXOGGLVUXSWRXURSHUDWLRQVDQGDGYHUVHO\DIIHFWRXURSHUDWLQJUHVXOWV
I
If we experience a disaster or other business continuity problem, we may not be able to recover successfully, which
could cause material financial loss, loss of human capital, regulatory actions, reputational harm, or legal liability.
,IZHH[SHULHQFHDORFDORUUHJLRQDOGLVDVWHURURWKHUEXVLQHVVFRQWLQXLW\SUREOHPVXFKDVDQHDUWKTXDNHWHUURULVWDWWDFN
SDQGHPLFRURWKHUQDWXUDORUPDQPDGHGLVDVWHURXUFRQWLQXHGVXFFHVVZLOOGHSHQGLQSDUWRQWKHDYDLODELOLW\RIRXUSHUVRQQHO
RXURIILFHIDFLOLWLHVDQGWKHSURSHUIXQFWLRQLQJRIRXUFRPSXWHUWHOHFRPPXQLFDWLRQDQGRWKHUUHODWHGV\VWHPVDQGRSHUDWLRQV$V
ZHJURZRXURSHUDWLRQVLQQHZJHRJUDSKLFUHJLRQVWKHSRWHQWLDOIRUSDUWLFXODUW\SHVRIQDWXUDORUPDQPDGHGLVDVWHUVSROLWLFDO
HFRQRPLFRULQIUDVWUXFWXUHLQVWDELOLWLHVRURWKHUFRXQWU\RUUHJLRQVSHFLILFEXVLQHVVFRQWLQXLW\ULVNVLQFUHDVHV)RUH[DPSOHLQ
'HFHPEHUDVWUDLQRIFRURQDYLUXVZDVUHSRUWHGWRKDYHVXUIDFHGLQ:XKDQ&KLQDZKLFKPD\GLVUXSWRXUVXSSO\FKDLQDQG
PDQXIDFWXUHUVUHVXOWLQJLQDGLVUXSWLRQLQPDQXIDFWXULQJRXUSURGXFWVDVIXUWKHUGLVFXVVHGDERYHVHHWe depend on a limited
number of manufacturers, and our reputation and results of operations would be harmed if these manufacturers fail to meet our
requirements.")XUWKHUWKHHPHUJHQFHRIWKHFRURQDYLUXVKDVUHVXOWHGLQWUDYHOEDQVDQGUHVWULFWLRQVDQGVXVSHQVLRQRIWUDYHO
"
ZLWKLQ&KLQDDQGEHWZHHQ&KLQDDQGRWKHUFRXQWULHVZKLFKPD\GLVUXSWRXUQHZSURGXFWGHYHORSPHQWLIRXUHPSOR\HHVFDQQRW



VDIHO\WUDYHOWR&KLQDIRUSURWRW\SHEXLOGVRUSURGXFWLRQVWDUW $WWKLVSRLQWWKHH[WHQWWRZKLFKWKHFRURQDYLUXVPD\LPSDFWRXU
UHVXOWVLVXQFHUWDLQ
The effects of regulations relating to conflict minerals may adversely affect our business.

The market price of our common stock may fluctuate significantly.
7KHPDUNHWSULFHRIRXUFRPPRQVWRFNKDVDWWLPHVH[SHULHQFHGVXEVWDQWLDOSULFHYRODWLOLW\DVDUHVXOWRIYDULDWLRQVEHWZHHQ
RXUDFWXDODQGDQWLFLSDWHGILQDQFLDOUHVXOWVDQQRXQFHPHQWVE\XVDQGRXUFRPSHWLWRUVSURMHFWLRQVRUVSHFXODWLRQDERXWRXUEXVLQHVV
RUWKDWRIRXUFRPSHWLWRUVE\WKHPHGLDRULQYHVWPHQWDQDO\VWVRUXQFHUWDLQW\DERXWFXUUHQWJOREDOHFRQRPLFFRQGLWLRQV7KHVWRFN
PDUNHWDVDZKROHDOVRKDVH[SHULHQFHGH[WUHPHSULFHDQGYROXPHIOXFWXDWLRQVWKDWKDYHDIIHFWHGWKHPDUNHWSULFHRIWKHFRPPRQ
VWRFNRIPDQ\WHFKQRORJ\FRPSDQLHVLQZD\VWKDWPD\KDYHEHHQXQUHODWHGWRVXFKFRPSDQLHV¶RSHUDWLQJSHUIRUPDQFH)XUWKHUPRUH
ZHEHOLHYHWKHPDUNHWSULFHRIRXUFRPPRQVWRFNVKRXOGUHIOHFWIXWXUHJURZWKDQGSURILWDELOLW\H[SHFWDWLRQV,IZHIDLOWRPHHW
WKHVHH[SHFWDWLRQVWKHPDUNHWSULFHRIRXUFRPPRQVWRFNPD\VLJQLILFDQWO\GHFOLQH
,QDGGLWLRQWKHUHDUHPDQ\RWKHUIDFWRUVWKDWPD\FDXVHWKHPDUNHWSULFHRIRXUFRPPRQVWRFNWRIOXFWXDWHLQFOXGLQJ
 DFWXDORUDQWLFLSDWHGYDULDWLRQVLQRXUTXDUWHUO\RSHUDWLQJUHVXOWVLQFOXGLQJIOXFWXDWLRQVUHVXOWLQJIURPFKDQJHVLQ
IRUHLJQH[FKDQJHUDWHVRUDFTXLVLWLRQVE\XVRUWKHTXDUWHUO\ILQDQFLDOUHVXOWVRIFRPSDQLHVSHUFHLYHGWREH
VLPLODUWRXV


GHWHULRUDWLRQDQGGHFOLQHLQJHQHUDOHFRQRPLFLQGXVWU\DQGRUPDUNHWFRQGLWLRQV




DQQRXQFHPHQWVRIWHFKQRORJLFDOLQQRYDWLRQVRUQHZSURGXFWVRUVHUYLFHVE\XVRURXUFRPSHWLWRUV
FKDQJHVLQHVWLPDWHVRIRXUILQDQFLDOUHVXOWVRUUHFRPPHQGDWLRQVE\PDUNHWDQDO\VWV



DQQRXQFHPHQWVE\XVRURXUFRPSHWLWRUVRIVLJQLILFDQWSURMHFWVFRQWUDFWVDFTXLVLWLRQVVWUDWHJLFDOOLDQFHVRUMRLQW
YHQWXUHVDQG



FKDQJHVLQRXUFDSLWDOVWUXFWXUHVXFKDVIXWXUHLVVXDQFHVRIVHFXULWLHVRUWKHLQFXUUHQFHRIDGGLWLRQDOGHEW

We are subject to a variety of securities laws and regulations; any shareholder litigation concerning our compliance
with such laws could be costly and time consuming and, if disposed unfavorably to us, could materially affect our financial
condition or results of operations.
$SXUSRUWHGFODVVDFWLRQFRPSODLQWZDVILOHGRQ2FWREHULQWKH86'LVWULFW&RXUWIRUWKH6RXWKHUQ'LVWULFWRI
1HZ<RUNDOOHJLQJWKDWZHDQGFHUWDLQRIRXUGLUHFWRUVDQGRIILFHUVYLRODWHG6HFWLRQV E DQG D RIWKH([FKDQJH$FWDQG
5XOHEWKHUHXQGHUE\PDNLQJIDOVHDQGPLVOHDGLQJVWDWHPHQWVDQGRPLVVLRQVFRQFHUQLQJRXUDFTXLVLWLRQVRI6DOHVRQ
'HPDQG&RUSRUDWLRQDQG5RERSROLV6$6DQGRXUVXEVHTXHQWILQDQFLDOSHUIRUPDQFH 7KHFRPSODLQWVHHNVDPRQJRWKHUWKLQJV
XQVSHFLILHGFRPSHQVDWRU\GDPDJHVLQFOXGLQJLQWHUHVWLQFRQQHFWLRQZLWKRXUDOOHJHGO\LQIODWHGVWRFNSULFHDWWRUQH\V¶IHHVDQG
FRVWVDQGXQVSHFLILHGHTXLWDEOHLQMXQFWLYHUHOLHI,QDGGLWLRQRQ'HFHPEHU-DQXDU\DQGDQG)HEUXDU\
DGGLWLRQDOODZVXLWVZHUHILOHGDJDLQVWXVDQGFHUWDLQRIRXUGLUHFWRUVDQGRIILFHUVZLWKVLPLODUDOOHJDWLRQV$QDGYHUVH
I
GHWHUPLQDWLRQLQWKHVHFXULWLHVFODVVDFWLRQODZVXLWRURWKHUODZVXLWVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQXV
I
:HEHOLHYHWKDWWKHDOOHJDWLRQVFRQWDLQHGLQWKHVHFRPSODLQWVDUHZLWKRXWPHULWDQGLQWHQGWRGHIHQGWKHFDVHVYLJRURXVO\
:KHWKHURUQRWWKHSODLQWLII¶VFODLPVLQWKHVHODZVXLWVDUHVXFFHVVIXOWKLVW\SHRIOLWLJDWLRQLVRIWHQH[SHQVLYHDQGGLYHUWV
PDQDJHPHQW¶VDWWHQWLRQDQGUHVRXUFHVDQGPD\FDXVHKDUPWRRXUSXEOLFUHSXWDWLRQZKLFKFRXOGDGYHUVHO\DIIHFWWKHRSHUDWLRQ
RIRXUEXVLQHVV,IZHDUHXOWLPDWHO\UHTXLUHGWRSD\VLJQLILFDQWGHIHQVHFRVWVGDPDJHVRUVHWWOHPHQWDPRXQWVVXFKSD\PHQWV
FRXOGDGYHUVHO\DIIHFWRXURSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ
:HPD\DOVREHWKHWDUJHWRIVLPLODUOLWLJDWLRQLQWKHIXWXUH$Q\IXWXUHOLWLJDWLRQFRXOGUHVXOWLQVXEVWDQWLDOFRVWVDQGGLYHUW
RXUPDQDJHPHQW¶VDWWHQWLRQDQGUHVRXUFHVZKLFKFRXOGFDXVHVHULRXVKDUPWRRXUEXVLQHVVRSHUDWLQJUHVXOWVDQGILQDQFLDO
FRQGLWLRQ:HPDLQWDLQOLDELOLW\LQVXUDQFHKRZHYHULIDQ\FRVWVRUH[SHQVHVDVVRFLDWHGZLWKWKLVRUDQ\RWKHUOLWLJDWLRQH[FHHG
RXULQVXUDQFHFRYHUDJHZHPD\EHIRUFHGWREHDUVRPHRUDOORIWKHVHFRVWVDQGH[SHQVHVGLUHFWO\ZKLFKFRXOGEHVXEVWDQWLDO
\
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2Q$XJXVWXQGHUWKH'RGG)UDQN:DOO6WUHHW5HIRUPDQG&RQVXPHU3URWHFWLRQ$FWRIWKH6(&DGRSWHG
QHZUHTXLUHPHQWVIRUFRPSDQLHVWKDWXVHFHUWDLQPLQHUDOVDQGPHWDOVNQRZQDVFRQIOLFWPLQHUDOVLQWKHLUSURGXFWVZKHWKHURU
QRWWKHVHSURGXFWVDUHPDQXIDFWXUHGE\WKLUGSDUWLHV7KHVHUHTXLUHPHQWVUHTXLUHFRPSDQLHVWRUHVHDUFKGLVFORVHDQGUHSRUW
ZKHWKHURUQRWVXFKPLQHUDOVRULJLQDWHIURPWKH'HPRFUDWLF5HSXEOLFRI&RQJRDQGDGMRLQLQJFRXQWULHV 7KHLPSOHPHQWDWLRQRI
WKHVHUHTXLUHPHQWVFRXOGDGYHUVHO\DIIHFWWKHVRXUFLQJDYDLODELOLW\DQGSULFLQJRIVXFKPLQHUDOVLIWKH\DUHIRXQGWREHXVHGLQ
WKHPDQXIDFWXUHRIRXUSURGXFWV,QDGGLWLRQZHFRQWLQXHWRLQFXUDGGLWLRQDOFRVWVWRFRPSO\ZLWKWKHGLVFORVXUHUHTXLUHPHQWV
LQFOXGLQJFRVWVUHODWHGWRGHWHUPLQLQJWKHVRXUFHRIDQ\RIWKHUHOHYDQWPLQHUDOVDQGPHWDOVXVHGLQRXUSURGXFWV6LQFHRXU
VXSSO\FKDLQLVFRPSOH[ZHPD\QRWEHDEOHWRVXIILFLHQWO\YHULI\WKHRULJLQVIRUWKHVHPLQHUDOVDQGPHWDOVXVHGLQRXUSURGXFWV
WKURXJKWKHGXHGLOLJHQFHSURFHGXUHVWKDWZHLPSOHPHQWZKLFKPD\KDUPRXUUHSXWDWLRQ,QVXFKHYHQWZHPD\DOVRIDFH
GLIILFXOWLHVLQVDWLVI\LQJFXVWRPHUVZKRUHTXLUHWKDWDOORIWKHFRPSRQHQWVRIRXUSURGXFWVDUHFHUWLILHGDVFRQIOLFWPLQHUDOIUHH

Our income tax provision and other tax liabilities may be insufficient if taxing authorities are successful in asserting
tax positions that are contrary to our position. Additionally, there is no guarantee that we will realize our deferred tax assets.
)URPWLPHWRWLPHZHDUHDXGLWHGE\YDULRXVIHGHUDOVWDWHORFDODQGIRUHLJQDXWKRULWLHVUHJDUGLQJLQFRPHWD[PDWWHUV
6LJQLILFDQWMXGJPHQWLVUHTXLUHGWRGHWHUPLQHRXUSURYLVLRQIRULQFRPHWD[HVDQGRXUOLDELOLWLHVIRUIHGHUDOVWDWHORFDODQG
IRUHLJQWD[HV$OWKRXJKZHEHOLHYHRXUDSSURDFKWRGHWHUPLQLQJWKHDSSURSULDWHWD[WUHDWPHQWLVVXSSRUWDEOHDQGLQDFFRUGDQFH
ZLWKUHOHYDQWDXWKRULWDWLYHJXLGDQFHLWLVSRVVLEOHWKDWDWD[DXWKRULW\ZLOOWDNHDILQDOWD[SRVLWLRQWKDWLVPDWHULDOO\GLIIHUHQWWKDQ
I
WKDWZKLFKLVUHIOHFWHGLQRXULQFRPHWD[SURYLVLRQ6XFKGLIIHUHQFHVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXULQFRPHWD[
SURYLVLRQRUEHQHILWLQWKHUHSRUWLQJSHULRGLQZKLFKVXFKGHWHUPLQDWLRQLVPDGHDQGFRQVHTXHQWO\RQRXUUHVXOWVRIRSHUDWLRQV
\
ILQDQFLDOSRVLWLRQDQGRUFDVKIORZVIRUVXFKSHULRG
7KHUHDOL]DWLRQRIRXUGHIHUUHGWD[DVVHWVXOWLPDWHO\GHSHQGVRQWKHH[LVWHQFHRIVXIILFLHQWLQFRPHLQHLWKHUWKHFDUU\EDFN
I
RUFDUU\IRUZDUGSHULRGVXQGHUWKHWD[ODZ'XHWRVLJQLILFDQWHVWLPDWHVXWLOL]HGLQHVWDEOLVKLQJDYDOXDWLRQDOORZDQFHDQGWKH
SRWHQWLDOIRUFKDQJHVLQIDFWVDQGFLUFXPVWDQFHVLWLVSRVVLEOHWKDWZHZLOOEHUHTXLUHGWRUHFRUGDYDOXDWLRQDOORZDQFHLQIXWXUH
UHSRUWLQJSHULRGV2XUUHVXOWVRIRSHUDWLRQVZRXOGEHLPSDFWHGQHJDWLYHO\LIZHGHWHUPLQHWKDWDGHIHUUHGWD[DVVHWYDOXDWLRQ
DOORZDQFHLVUHTXLUHGLQDIXWXUHUHSRUWLQJSHULRG
Provisions in our certificate of incorporation and by-laws or Delaware law might discourage, delay or prevent a change
of control of our company or changes in our management and, therefore, depress the trading price of our common stock.
3URYLVLRQVRIRXUFHUWLILFDWHRILQFRUSRUDWLRQDQGE\ODZVDQG'HODZDUHODZPD\GLVFRXUDJHGHOD\RUSUHYHQWDPHUJHU
DFTXLVLWLRQRURWKHUFKDQJHLQFRQWUROWKDWVWRFNKROGHUVPD\FRQVLGHUIDYRUDEOHLQFOXGLQJWUDQVDFWLRQVLQZKLFK\RXPLJKW
RWKHUZLVHUHFHLYHDSUHPLXPIRU\RXUVKDUHVRIRXUFRPPRQVWRFN 7KHVHSURYLVLRQVPD\DOVRSUHYHQWRUIUXVWUDWHDWWHPSWVE\
RXUVWRFNKROGHUVWRUHSODFHRUUHPRYHRXUPDQDJHPHQW7KHVHSURYLVLRQVLQFOXGH


OLPLWDWLRQVRQWKHUHPRYDORIGLUHFWRUV




DFODVVLILHGERDUGRIGLUHFWRUVVRWKDWQRWDOOPHPEHUVRIRXUERDUGDUHHOHFWHGDWRQHWLPH
DGYDQFHQRWLFHUHTXLUHPHQWVIRUVWRFNKROGHUSURSRVDOVDQGQRPLQDWLRQV



WKHLQDELOLW\RIVWRFNKROGHUVWRDFWE\ZULWWHQFRQVHQWRUWRFDOOVSHFLDOPHHWLQJV



WKHDELOLW\RIRXUERDUGRIGLUHFWRUVWRPDNHDOWHURUUHSHDORXUE\ODZVDQG



WKHDELOLW\RIRXUERDUGRIGLUHFWRUVWRGHVLJQDWHWKHWHUPVRIDQGLVVXHQHZVHULHVRISUHIHUUHGVWRFNZLWKRXW
VWRFNKROGHUDSSURYDO

7KHDIILUPDWLYHYRWHRIWKHKROGHUVRIDWOHDVWRIRXUVKDUHVRIFDSLWDOVWRFNHQWLWOHGWRYRWHLVQHFHVVDU\WRDPHQGRU
UHSHDOWKHDERYHSURYLVLRQVRIRXUFHUWLILFDWHRILQFRUSRUDWLRQ,QDGGLWLRQDEVHQWDSSURYDORIRXUERDUGRIGLUHFWRUVRXUE\ODZV
PD\RQO\EHDPHQGHGRUUHSHDOHGE\WKHDIILUPDWLYHYRWHRIWKHKROGHUVRIDWOHDVWRIRXUVKDUHVRIFDSLWDOVWRFNHQWLWOHGWR
YRWH
,QDGGLWLRQ6HFWLRQRIWKH'HODZDUH*HQHUDO&RUSRUDWLRQ/DZSURKLELWVDSXEOLFO\KHOG'HODZDUHFRUSRUDWLRQIURP
HQJDJLQJLQDEXVLQHVVFRPELQDWLRQZLWKDQLQWHUHVWHGVWRFNKROGHUJHQHUDOO\DSHUVRQZKLFKWRJHWKHUZLWKLWVDIILOLDWHVRZQVRU
ZLWKLQWKHODVWWKUHH\HDUVKDVRZQHGRIRXUYRWLQJVWRFNIRUDSHULRGRIWKUHH\HDUVDIWHUWKHGDWHRIWKHWUDQVDFWLRQLQ
ZKLFKWKHSHUVRQEHFDPHDQLQWHUHVWHGVWRFNKROGHUXQOHVVWKHEXVLQHVVFRPELQDWLRQLVDSSURYHGLQDSUHVFULEHGPDQQHU
7KHH[LVWHQFHRIWKHIRUHJRLQJSURYLVLRQVDQGDQWLWDNHRYHUPHDVXUHVFRXOGOLPLWWKHSULFHWKDWLQYHVWRUVPLJKWEHZLOOLQJ
WRSD\LQWKHIXWXUHIRUVKDUHVRIRXUFRPPRQVWRFN7KH\FRXOGDOVRGHWHUSRWHQWLDODFTXLUHUVRIRXUFRPSDQ\WKHUHE\UHGXFLQJ
WKHOLNHOLKRRGWKDW\RXFRXOGUHFHLYHDSUHPLXPIRU\RXUFRPPRQVWRFNLQDQDFTXLVLWLRQ



Our products are complex and could have unknown defects or errors, which may give rise to claims against us,
diminish our brand or divert our resources from other purposes.

We spend significant amounts on advertising and other marketing campaigns, which may not be successful or cost
effective.
:HVSHQGVLJQLILFDQWDPRXQWVRQDGYHUWLVLQJDQGRWKHUPDUNHWLQJFDPSDLJQVVXFKDVWHOHYLVLRQSULQWDGYHUWLVLQJDQG
VRFLDOPHGLDDVZHOODVLQFUHDVHGSURPRWLRQDODFWLYLWLHVWRDFTXLUHQHZFXVWRPHUVDQGZHH[SHFWRXUPDUNHWLQJH[SHQVHVWR
LQFUHDVHLQWKHIXWXUHDVZHFRQWLQXHWRVSHQGVLJQLILFDQWDPRXQWVWRLQFUHDVHDZDUHQHVVRIRXUFRQVXPHUURERWSURGXFWV)RUWKH
\HDUVHQGHG'HFHPEHU'HFHPEHUDQG'HFHPEHUVDOHVDQGPDUNHWLQJH[SHQVHVZHUH
PLOOLRQPLOOLRQDQGPLOOLRQUHVSHFWLYHO\UHSUHVHQWLQJDSSUR[LPDWHO\DQGRIRXUUHYHQXH
UHVSHFWLYHO\:KLOHZHVHHNWRVWUXFWXUHRXUDGYHUWLVLQJFDPSDLJQVLQWKHPDQQHUWKDWZHEHOLHYHLVPRVWOLNHO\WRHQFRXUDJH
SHRSOHWRSXUFKDVHRXUSURGXFWVZHPD\IDLOWRLGHQWLI\DGYHUWLVLQJRSSRUWXQLWLHVWKDWVDWLVI\RXUDQWLFLSDWHGUHWXUQRQ
DGYHUWLVLQJVSHQGDVZHVFDOHRXULQYHVWPHQWVLQPDUNHWLQJRUWRIXOO\XQGHUVWDQGRUHVWLPDWHWKHFRQGLWLRQVDQGEHKDYLRUVWKDW
GULYHFXVWRPHUEHKDYLRU,IDQ\RIRXUDGYHUWLVLQJFDPSDLJQVSURYHOHVVVXFFHVVIXOWKDQDQWLFLSDWHGLQDWWUDFWLQJFXVWRPHUVZH
PD\QRWEHDEOHWRUHFRYHURXUDGYHUWLVLQJVSHQGDQGRXUUHYHQXHPD\IDLOWRPHHWPDUNHWH[SHFWDWLRQVHLWKHURIZKLFKFRXOG
KDYHDQDGYHUVHHIIHFWRQRXUEXVLQHVV7KHUHFDQEHQRDVVXUDQFHWKDWRXUDGYHUWLVLQJDQGRWKHUPDUNHWLQJHIIRUWVZLOOUHVXOWLQ
LQFUHDVHGVDOHVRIRXUSURGXFWV
If we fail to enhance our brand, our ability to expand our customer base will be impaired and our operating results may
suffer.
:HEHOLHYHWKDWGHYHORSLQJDQGPDLQWDLQLQJDZDUHQHVVRIWKHL5RERWEUDQGLVFULWLFDOWRDFKLHYLQJZLGHVSUHDGDFFHSWDQFH
RIRXUH[LVWLQJDQGIXWXUHSURGXFWVDQGLVDQLPSRUWDQWHOHPHQWLQDWWUDFWLQJQHZFXVWRPHUV)XUWKHUPRUHZHH[SHFWWKH
LPSRUWDQFHRIJOREDOEUDQGUHFRJQLWLRQWRLQFUHDVHDVFRPSHWLWLRQGHYHORSV,IFXVWRPHUVGRQRWSHUFHLYHRXUSURGXFWVWREHRI
KLJKTXDOLW\RXUEUDQGDQGUHSXWDWLRQFRXOGEHKDUPHGZKLFKFRXOGDGYHUVHO\LPSDFWRXUILQDQFLDOUHVXOWV,QDGGLWLRQEUDQG
SURPRWLRQHIIRUWVPD\QRW\LHOGVLJQLILFDQWUHYHQXHRULQFUHDVHGUHYHQXHVXIILFLHQWWRRIIVHWWKHDGGLWLRQDOH[SHQVHVLQFXUUHGLQ
EXLOGLQJRXUEUDQG0DLQWDLQLQJSURWHFWLQJDQGHQKDQFLQJRXUEUDQGPD\UHTXLUHXVWRPDNHVXEVWDQWLDOLQYHVWPHQWVDQGWKHVH
LQYHVWPHQWVPD\QRWEHVXFFHVVIXO,IZHIDLOWRVXFFHVVIXOO\PDLQWDLQSURPRWHDQGSRVLWLRQRXUEUDQGDQGSURWHFWRXU
UHSXWDWLRQRULIZHLQFXUVLJQLILFDQWH[SHQVHVLQWKLVHIIRUWRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGRSHUDWLQJUHVXOWVPD\EH
DGYHUVHO\DIIHFWHG
We may not be able to obtain capital when desired on favorable terms, if at all, or without dilution to our stockholders.
:HDQWLFLSDWHWKDWRXUFXUUHQWFDVKFDVKHTXLYDOHQWVFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHVDQGIXQGVDYDLODEOHWKURXJKRXU
FUHGLWIDFLOLW\ZLOOEHVXIILFLHQWWRPHHWRXUFXUUHQWDQGDQWLFLSDWHGQHHGVIRUJHQHUDOFRUSRUDWHSXUSRVHV:HRSHUDWHLQDQ
HPHUJLQJWHFKQRORJ\PDUNHWKRZHYHUZKLFKPDNHVRXUSURVSHFWVGLIILFXOWWRHYDOXDWH,WLVSRVVLEOHWKDWZHPD\QRWJHQHUDWH
VXIILFLHQWFDVKIORZIURPRSHUDWLRQVRURWKHUZLVHKDYHWKHFDSLWDOUHVRXUFHVWRPHHWRXUIXWXUHFDSLWDOQHHGV,QVXFKFDVHVZH
PD\QHHGDGGLWLRQDOILQDQFLQJWRH[HFXWHRQRXUFXUUHQWRUIXWXUHEXVLQHVVVWUDWHJLHV,IZHUDLVHDGGLWLRQDOIXQGVWKURXJKWKH
LVVXDQFHRIHTXLW\RUFRQYHUWLEOHGHEWVHFXULWLHVWKHSHUFHQWDJHRZQHUVKLSRIRXUVWRFNKROGHUVFRXOGEHVLJQLILFDQWO\GLOXWHGDQG
WKHVHQHZO\LVVXHGVHFXULWLHVPD\KDYHULJKWVSUHIHUHQFHVRUSULYLOHJHVVHQLRUWRWKRVHRIH[LVWLQJVWRFNKROGHUV :HFDQQRW
DVVXUH\RXWKDWDGGLWLRQDOILQDQFLQJZLOOEHDYDLODEOHRQWHUPVIDYRUDEOHWRXVRUDWDOO,IDGHTXDWHIXQGVDUHQRWDYDLODEOHRUDUH
QRWDYDLODEOHRQDFFHSWDEOHWHUPVLIDQGZKHQQHHGHGRXUDELOLW\WRIXQGRXURSHUDWLRQVWDNHDGYDQWDJHRIXQDQWLFLSDWHG
RSSRUWXQLWLHVGHYHORSRUHQKDQFHRXUSURGXFWVRURWKHUZLVHUHVSRQGWRFRPSHWLWLYHSUHVVXUHVZRXOGEHVLJQLILFDQWO\OLPLWHG,Q


Form 10-K

2XUURERWVUHO\RQWKHLQWHUSOD\DPRQJEHKDYLRUEDVHGDUWLILFLDOO\LQWHOOLJHQWV\VWHPVUHDOZRUOGG\QDPLFVHQVRUVXVHU
IULHQGO\LQWHUIDFHVDQGWLJKWO\LQWHJUDWHGHOHFWURPHFKDQLFDOGHVLJQVWRDFFRPSOLVKWKHLUPLVVLRQV'HVSLWHWHVWLQJRXUQHZRU
H[LVWLQJSURGXFWVKDYHFRQWDLQHGGHIHFWVDQGHUURUVDQGPD\LQWKHIXWXUHFRQWDLQGHIHFWVHUURUVRUSHUIRUPDQFHSUREOHPVZKHQ
ILUVWLQWURGXFHGZKHQQHZYHUVLRQVRUHQKDQFHPHQWVDUHUHOHDVHGRUHYHQDIWHUWKHVHSURGXFWVKDYHEHHQXVHGE\RXUFXVWRPHUV
IRUDSHULRGRIWLPH7KHVHSUREOHPVFRXOGUHVXOWLQH[SHQVLYHDQGWLPHFRQVXPLQJGHVLJQPRGLILFDWLRQVRUZDUUDQW\FKDUJHV
GHOD\VLQWKHLQWURGXFWLRQRIQHZSURGXFWVRUHQKDQFHPHQWVVLJQLILFDQWLQFUHDVHVLQRXUVHUYLFHDQGPDLQWHQDQFHFRVWVH[SRVXUH
WROLDELOLW\IRUGDPDJHVPDQGDWRU\RUYROXQWDU\UHFDOORUSURGXFWXSJUDGHVGDPDJHGFXVWRPHUUHODWLRQVKLSVDQGKDUPWRRXU
UHSXWDWLRQDQ\RIZKLFKFRXOGPDWHULDOO\KDUPRXUUHVXOWVRIRSHUDWLRQVDQGDELOLW\WRDFKLHYHPDUNHWDFFHSWDQFH2XUTXDOLW\
FRQWUROSURFHGXUHVUHODWLQJWRWKHUDZPDWHULDOVDQGFRPSRQHQWVWKDWLWUHFHLYHVIURPWKLUGSDUW\VXSSOLHUVDVZHOODVRXUTXDOLW\
FRQWUROSURFHGXUHVUHODWLQJWRLWVSURGXFWVDIWHUWKRVHSURGXFWVDUHGHVLJQHGPDQXIDFWXUHGDQGSDFNDJHGPD\QRWEHVXIILFLHQW
I
,QDGGLWLRQLQFUHDVHGGHYHORSPHQWDQGZDUUDQW\FRVWVLQFOXGLQJWKHFRVWVRIDQ\PDQGDWRU\RUYROXQWDU\UHFDOOFRXOGEH
VXEVWDQWLDODQGFRXOGUHGXFHRXURSHUDWLQJPDUJLQV7KHH[LVWHQFHRIDQ\GHIHFWVHUURUVRUIDLOXUHVLQRXUSURGXFWVFRXOGDOVR
OHDGWRSURGXFWOLDELOLW\FODLPVRUODZVXLWVDJDLQVWXV$VXFFHVVIXOSURGXFWOLDELOLW\FODLPFRXOGUHVXOWLQVXEVWDQWLDOFRVW
GLPLQLVKRXUEUDQGDQGGLYHUWPDQDJHPHQW¶VDWWHQWLRQDQGUHVRXUFHVZKLFKFRXOGKDYHDQHJDWLYHLPSDFWRQRXUEXVLQHVV
ILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV

DGGLWLRQRXUDFFHVVWRFUHGLWWKURXJKRXUFUHGLWIDFLOLW\PD\EHOLPLWHGE\WKHUHVWULFWLYHILQDQFLDOFRYHQDQWVFRQWDLQHGLQWKH
DJUHHPHQWZKLFKUHTXLUHXVWRPDLQWDLQSURILWDELOLW\
ITEM 1B.

UNRESOLVED STAFF COMMENTS

1RQH
ITEM 2.

PROPERTIES

2XUFRUSRUDWHKHDGTXDUWHUVDUHORFDWHGLQ%HGIRUG0DVVDFKXVHWWVZKHUHZHOHDVHDSSUR[LPDWHO\VTXDUHIHHW
7KLVOHDVHH[SLUHVRQ$SULO:HDOVROHDVHVPDOOHUIDFLOLWLHVDURXQGWKHZRUOG:HEHOLHYHWKDWRXUOHDVHGIDFLOLWLHVDQG
DGGLWLRQDORUDOWHUQDWLYHVSDFHDYDLODEOHWRXVZLOOEHDGHTXDWHWRPHHWRXUQHHGVIRUWKHIRUHVHHDEOHIXWXUH
ITEM 3.

LEGAL PROCEEDINGS

)URPWLPHWRWLPHDQGLQWKHRUGLQDU\FRXUVHRIEXVLQHVVZHDUHVXEMHFWWRYDULRXVFODLPVFKDUJHVDQGOLWLJDWLRQ7KH
RXWFRPHRIOLWLJDWLRQFDQQRWEHSUHGLFWHGZLWKFHUWDLQW\DQGVRPHODZVXLWVFODLPVRUSURFHHGLQJVPD\EHGLVSRVHGRI
XQIDYRUDEO\WRXVZKLFKFRXOGPDWHULDOO\DIIHFWRXUILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQV
2Q2FWREHUSXUSRUWHG&RPSDQ\VKDUHKROGHU0LUDPDU)LUHILJKWHUV¶3HQVLRQ)XQGILOHGDSXWDWLYHFODVVDFWLRQLQ
WKH86'LVWULFW&RXUWIRUWKH6RXWKHUQ'LVWULFWRI1HZ<RUNDJDLQVWWKH&RPSDQ\DQGFHUWDLQRILWVGLUHFWRUVDQGRIILFHUV
FDSWLRQHG0LUDPDU)LUHILJKWHUV¶3HQVLRQ)XQGYL5RERW&RUSRUDWLRQHWDO1RFY7KHFRPSODLQWDOOHJHV
YLRODWLRQVRI6HFWLRQV E DQG D RIWKH6HFXULWLHV([FKDQJH$FWRIDVDPHQGHG WKH([FKDQJH$FW DQG5XOH
EWKHUHXQGHUEDVHGRQDOOHJHGO\IDOVHDQGPLVOHDGLQJVWDWHPHQWVDQGRPLVVLRQVFRQFHUQLQJWKH&RPSDQ\¶VDFTXLVLWLRQVRI
6DOHVRQ'HPDQG&RUSRUDWLRQDQG5RERSROLV6$6DQGWKH&RPSDQ\¶VVXEVHTXHQWILQDQFLDOSHUIRUPDQFH7KHFRPSODLQWVHHNV
DPRQJRWKHUWKLQJVXQVSHFLILHGFRPSHQVDWRU\GDPDJHVLQFOXGLQJLQWHUHVWLQFRQQHFWLRQZLWKWKH&RPSDQ\¶VDOOHJHGO\
LQIODWHGVWRFNSULFHDWWRUQH\V¶IHHVDQGFRVWVDQGXQVSHFLILHGHTXLWDEOHLQMXQFWLYHUHOLHI7KLVFDVHKDVEHHQWUDQVIHUUHGWRWKH
86'LVWULFW&RXUWIRUWKH'LVWULFWRI0DVVDFKXVHWWV$VLPLODUFDVHFDSWLRQHG&DPSEHOOYL5RERW&RUSRUDWLRQHWDO1R
FYZDVDOVRILOHGLQWKH86'LVWULFW&RXUWIRUWKH6RXWKHUQ'LVWULFWRI1HZ<RUNDQGVXEVHTXHQWO\WUDQVIHUUHGWRWKH
86'LVWULFW&RXUWIRUWKH'LVWULFWRI0DVVDFKXVHWWV2Q-DQXDU\WKH&RXUWFRQVROLGDWHGWKH0LUDPDUDQG&DPSEHOO
FDVHVDQGDSSRLQWHGDOHDGSODLQWLIIDQGOHDGSODLQWLII V&RXQVHO
2Q'HFHPEHUSXUSRUWHG&RPSDQ\VKDUHKROGHUV'DYLG.DW]DQG7KRPDV:LJKWPDQGHULYDWLYHO\RQEHKDOIRI
L5RERW&RUSRUDWLRQILOHGDFRPSODLQWLQWKH86'LVWULFW&RXUWIRU6RXWKHUQ'LVWULFWRI1HZ <RUNDJDLQVWWKH&RPSDQ\DQG
FHUWDLQRILWVGLUHFWRUVDQGRIILFHUVFDSWLRQHG'DYLG.DW]DQG7KRPDV:LJKWPDQRQEHKDOIRIL5RERW&RUSRUDWLRQYL5RERW
&RUSRUDWLRQHWDO1RFY7KHFRPSODLQWDOOHJHVEUHDFKHVRIILGXFLDU\GXWLHVXQMXVWHQULFKPHQWYLRODWLRQVRI
6HFWLRQV E DQG D RIWKH([FKDQJH$FWDQG5XOHEWKHUHXQGHUEDVHGRQDOOHJHGO\IDOVHDQGPLVOHDGLQJVWDWHPHQWV
DQGRPLVVLRQVFRQFHUQLQJWKH&RPSDQ\¶VDFTXLVLWLRQVRI6DOHVRQ'HPDQG&RUSRUDWLRQDQG5RERSROLV6$6DQGWKH
&RPSDQ\¶VVXEVHTXHQWILQDQFLDOSHUIRUPDQFH7KHFRPSODLQWVHHNVDPRQJRWKHUWKLQJVXQVSHFLILHGFRPSHQVDWRU\GDPDJHV
LQFOXGLQJLQWHUHVWLQFRQQHFWLRQZLWKWKH&RPSDQ\¶VDOOHJHGO\LQIODWHGVWRFNSULFHDWWRUQH\V¶IHHVDQGFRVWVDQGXQVSHFLILHG
HTXLWDEOHLQMXQFWLYHUHOLHI7KLVFDVHKDVEHHQWUDQVIHUUHGWRWKH86'LVWULFW&RXUWIRUWKH'LVWULFWRI0DVVDFKXVHWWV
2Q-DQXDU\SXUSRUWHG&RPSDQ\VKDUHKROGHU5REHUW7UXPDQGHULYDWLYHO\RQEHKDOIRIL5RERW&RUSRUDWLRQILOHG
DFRPSODLQWLQWKH86'LVWULFW&RXUWIRUWKH'LVWULFWRI0DVVDFKXVHWWVDJDLQVWWKH&RPSDQ\DQGFHUWDLQRILWVGLUHFWRUVDQG
RIILFHUVFDSWLRQHG5REHUW7UXPDQRQEHKDOIRIL5RERW&RUSRUDWLRQYL5RERW&RUSRUDWLRQHWDO1RFY7KH
FRPSODLQWDOOHJHVEUHDFKHVRIILGXFLDU\GXWLHVXQMXVWHQULFKPHQWDEXVHRIFRQWUROJURVVPLVPDQDJHPHQWZDVWHRIFRUSRUDWH
DVVHWVDQGYLRODWLRQVRI6HFWLRQV E  D DQG D RIWKH([FKDQJH $FWDQG5XOHEWKHUHXQGHUEDVHGRQDOOHJHGO\
IDOVHDQGPLVOHDGLQJVWDWHPHQWVDQGRPLVVLRQVFRQFHUQLQJWKH&RPSDQ\¶VDFTXLVLWLRQVRI6DOHVRQ'HPDQG&RUSRUDWLRQDQG
5RERSROLV6$6DQGWKH&RPSDQ\¶VVXEVHTXHQWILQDQFLDOSHUIRUPDQFH7KHFRPSODLQWVHHNVDPRQJRWKHUWKLQJVXQVSHFLILHG
FRPSHQVDWRU\GDPDJHVLQFOXGLQJLQWHUHVWLQFRQQHFWLRQZLWKWKH&RPSDQ\¶VDOOHJHGO\LQIODWHGVWRFNSULFHDWWRUQH\V¶IHHVDQG
FRVWVDQGXQVSHFLILHGHTXLWDEOHLQMXQFWLYHUHOLHI
2Q-DQXDU\SXUSRUWHG&RPSDQ\VKDUHKROGHU$OH[D5XKIDVVGHULYDWLYHO\RQEHKDOIRIL5RERW&RUSRUDWLRQILOHG
DFRPSODLQWLQWKH86'LVWULFW&RXUWIRUWKH'LVWULFWRI0DVVDFKXVHWWVDJDLQVWWKH&RPSDQ\DQGFHUWDLQRILWVGLUHFWRUVDQG
RIILFHUVFDSWLRQHG$OH[D5XKIDVVRQEHKDOIRIL5RERW&RUSRUDWLRQYL5RERW&RUSRUDWLRQHWDO1RFY7KH
FRPSODLQWDOOHJHVEUHDFKHVRIILGXFLDU\GXWLHVXQMXVWHQULFKPHQWZDVWHRIFRUSRUDWHDVVHWVDQGYLRODWLRQVRI6HFWLRQV D 
DQG D RIWKH([FKDQJH$FWDQG5XOHEWKHUHXQGHUEDVHGRQDOOHJHGO\IDOVHDQGPLVOHDGLQJVWDWHPHQWVDQGRPLVVLRQV
FRQFHUQLQJWKH&RPSDQ\¶VDFTXLVLWLRQVRI6DOHVRQ'HPDQG&RUSRUDWLRQDQG5RERSROLV6$6DQGWKH&RPSDQ\¶VVXEVHTXHQW
ILQDQFLDOSHUIRUPDQFH7KHFRPSODLQWVHHNVDPRQJRWKHUWKLQJVXQVSHFLILHGFRPSHQVDWRU\GDPDJHVLQFOXGLQJLQWHUHVWLQ
FRQQHFWLRQZLWKWKH&RPSDQ\¶VDOOHJHGO\LQIODWHGVWRFNSULFHDWWRUQH\V¶IHHVDQGFRVWVDQGXQVSHFLILHGHTXLWDEOHLQMXQFWLYH
UHOLHI



2Q)HEUXDU\SXUSRUWHG&RPSDQ\VKDUHKROGHU:LOOLDP7DVFRGHULYDWLYHO\RQEHKDOIRIL5RERW&RUSRUDWLRQ
ILOHGDFRPSODLQWLQWKH86'LVWULFW&RXUWIRUWKH'LVWULFWRI0DVVDFKXVHWWVDJDLQVWWKH&RPSDQ\DQGFHUWDLQRILWVGLUHFWRUV
DQGRIILFHUVFDSWLRQHG:LOOLDP7DVFRGHULYDWLYHO\RQEHKDOIRIL5RERW&RUSRUDWLRQYL5RERW&RUSRUDWLRQHWDO1R
FY7KHFRPSODLQWDOOHJHVEUHDFKHVRIILGXFLDU\GXWLHVXQMXVWHQULFKPHQWDEXVHRIFRQWUROJURVVPLVPDQDJHPHQW
ZDVWHRIFRUSRUDWHDVVHWVDQGYLRODWLRQVRI6HFWLRQV E  D DQG D RIWKH([FKDQJH $FWDQG5XOHEWKHUHXQGHU
EDVHGRQDOOHJHGO\IDOVHDQGPLVOHDGLQJVWDWHPHQWVDQGRPLVVLRQVFRQFHUQLQJWKH&RPSDQ\¶VDFTXLVLWLRQVRI6DOHVRQ'HPDQG
&RUSRUDWLRQDQG5RERSROLV6$6DQGWKH&RPSDQ\¶VVXEVHTXHQWILQDQFLDOSHUIRUPDQFH7KHFRPSODLQWVHHNVDPRQJRWKHU
WKLQJVXQVSHFLILHGFRPSHQVDWRU\GDPDJHVLQFOXGLQJLQWHUHVWLQFRQQHFWLRQZLWKWKH&RPSDQ\¶VDOOHJHGO\LQIODWHGVWRFNSULFH
DWWRUQH\V¶IHHVDQGFRVWVDQGXQVSHFLILHGHTXLWDEOHLQMXQFWLYHUHOLHI
ITEM 4.

MINE SAFETY DISCLOSURES

Form 10-K
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PART II
ITEM 5.

MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

2XUFRPPRQVWRFNLVOLVWHGRQ7KH1DVGDT*OREDO6HOHFW0DUNHWXQGHUWKHV\PERO,5%7$VRI-DQXDU\
WKHUHZHUHDSSUR[LPDWHO\VKDUHVRIRXUFRPPRQVWRFNRXWVWDQGLQJKHOGE\DSSUR[LPDWHO\VWRFNKROGHUVRI
UHFRUG
Dividend Policy
:HKDYHQHYHUGHFODUHGRUSDLGDQ\FDVKGLYLGHQGVRQRXUFDSLWDOVWRFN:HFXUUHQWO\H[SHFWWRUHWDLQIXWXUHHDUQLQJVLI
DQ\WRILQDQFHWKHJURZWKDQGGHYHORSPHQWRIRXUEXVLQHVVDQGZHGRQRWDQWLFLSDWHSD\LQJDQ\FDVKGLYLGHQGVLQWKH
IRUHVHHDEOHIXWXUH
Securities Authorized for Issuance Under Equity Compensation Plans
,QIRUPDWLRQDERXWRXUHTXLW\FRPSHQVDWLRQSODQVLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFHWR,WHPRI3DUW,,,RIWKLV$QQXDO
5HSRUWRQ)RUP.



ITEM 6.

SELECTED FINANCIAL DATA

7KHIROORZLQJVHOHFWHGFRQVROLGDWHGILQDQFLDOGDWDDUHGHULYHGIURPWKHDXGLWHGILQDQFLDOVWDWHPHQWVRIWKH&RPSDQ\DQG
\
VKRXOGEHUHDGLQFRQMXQFWLRQZLWKRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWKHUHODWHGQRWHVDQG0DQDJHPHQW¶V'LVFXVVLRQDQG
$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWVRI2SHUDWLRQVLQFOXGHGHOVHZKHUHLQWKLV $QQXDO5HSRUWRQ)RUP.7KH
KLVWRULFDOUHVXOWVDUHQRWQHFHVVDULO\LQGLFDWLYHRIWKHUHVXOWVRIIXWXUHRSHUDWLRQV
Year Ended
December 28,
2019

December 29,
2018

December 30,
2017

December 31,
2016

January 2,
2016

(In thousands, except earnings per share amounts)

Consolidated Statements of Income:
7RWDOUHYHQXH

 

2SHUDWLQJLQFRPH
,QFRPHWD[H[SHQVH
1HWLQFRPH
Net Income Per Share:
%DVLF
'LOXWHG
Shares Used In Per Share Calculations:
%DVLF
























































































'LOXWHG
Consolidated Balance Sheet Data:
&DVKDQGFDVKHTXLYDOHQWV
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ITEM 7.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The information contained in this section has been derived from our consolidated financial statements and should be read
together with our consolidated financial statements and related notes included elsewhere in this Annual Report on Form 10-K.
This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the Securities Act
of 1933, as amended, and Section 21E of the Securities and Exchange Act of 1934, as amended (the "Exchange Act"), and are
subject to the "safe harbor" created by those sections. In particular, statements contained in this Annual Report on Form 10-K
that are not historical facts, including, but not limited to statements concerning new product sales, product development and
offerings, our consumer robots, our competition, our strategy, our market position, market acceptance of our products,
seasonal factors, the impact of our acquisitions of SODC and Robopolis, revenue recognition, our profits, growth of our
revenues, composition of our revenues, our cost of revenues, units shipped, average selling prices, the impact of promotional
activity and tariffs, operating expenses, selling and marketing expenses, general and administrative expenses, research and
development expenses, and compensation costs, our projected income tax rate, our credit and letter of credit facilities, our
valuations of investments, valuation and composition of our stock-based awards, and liquidity, constitute forward-looking
statements and are made under these safe harbor provisions. Some of the forward-looking statements can be identified by the
use of forward-looking terms such as "believes," "expects," "may," "will," "should," "could," "seek," "intends," "plans,"
"estimates," "anticipates," or other comparable terms. Forward-looking statements involve inherent risks and uncertainties,
which could cause actual results to differ materially from those in the forward-looking statements. We urge you to consider the
risks and uncertainties discussed in greater detail under the heading "Risk Factors" in evaluating our forward-looking
statements. We have no plans to update our forward-looking statements to reflect events or circumstances after the date of this
report. We caution readers not to place undue reliance upon any such forward-looking statements, which speak only as of the
date made.

Overview
L5RERWLVDOHDGLQJJOREDOFRQVXPHUURERWFRPSDQ\WKDWGHVLJQVDQGEXLOGVURERWVWKDWHPSRZHUSHRSOHWRGRPRUHERWK
LQVLGHDQGRXWVLGHWKHKRPH2XUFRQVXPHUURERWVKHOSSHRSOHILQGVPDUWHUZD\VWRFOHDQDQGDFFRPSOLVKPRUHLQWKHLUGDLO\
OLYHVL5RERW VSRUWIROLRRIVROXWLRQVIHDWXUHVSURSULHWDU\WHFKQRORJLHVIRUWKHFRQQHFWHGKRPHDQGDGYDQFHGFRQFHSWVLQ
FOHDQLQJPDSSLQJDQGQDYLJDWLRQKXPDQURERWLQWHUDFWLRQDQGSK\VLFDOVROXWLRQV/HYHUDJLQJWKLVSRUWIROLRRXUHQJLQHHUVDUH
EXLOGLQJDQHFRV\VWHPRIURERWVWRHPSRZHUWKHVPDUWKRPH)RUPRUHWKDQ\HDUVZHKDYHEHHQDSLRQHHULQWKHURERWLFV
DQGFRQVXPHUSURGXFWVLQGXVWULHV
6LQFHRXUIRXQGLQJLQZHKDYHGHYHORSHGH[SHUWLVHLQWKHGLVFLSOLQHVQHFHVVDU\WRGHVLJQEXLOGVHOODQGVXSSRUW
GXUDEOHKLJKSHUIRUPDQFHDQGFRVWHIIHFWLYHURERWVWKURXJKWKHFORVHLQWHJUDWLRQRIVRIWZDUHHOHFWURQLFVDQGKDUGZDUH2XU
FRUHWHFKQRORJLHVVHUYHDVUHXVDEOHEXLOGLQJEORFNVWKDWZHDGDSWDQGH[SDQGWRFUHDWHQH[WJHQHUDWLRQURERWLFSODWIRUPV :H
EHOLHYHWKDWWKLVDSSURDFKDFFHOHUDWHVWKHWLPHWRPDUNHWZKLOHDOVRUHGXFLQJWKHFRVWVDQGULVNVDVVRFLDWHGZLWKSURGXFW
GHYHORSPHQW2XUVLJQLILFDQWH[SHUWLVHLQFRQVXPHUQHHGVURERWGHVLJQHQJLQHHULQJDQGVPDUWKRPHWHFKQRORJLHVDQGWUHQGV
SRVLWLRQVXVWRFDSLWDOL]HRQWKHJURZWKZHH[SHFWLQWKHPDUNHWIRUURERWEDVHGFRQVXPHUSURGXFWV6LQFHWKHLQWURGXFWLRQRI
WKH5RRPEDURERWLFYDFXXPFOHDQHU 59& LQZHKDYHVROGPRUHWKDQPLOOLRQFRQVXPHUURERWVZRUOGZLGHWR
EHFRPHDJOREDOPDUNHWOHDGLQJFRQVXPHUURERWLFVLQQRYDWRUZLWKDVWURQJSUHVHQFHLQPDMRUJHRJUDSKLFUHJLRQVZRUOGZLGH
'XULQJZHH[SDQGHGRXUJOREDORSHUDWLRQVZLWKWKHDFTXLVLWLRQRIWZRRIRXUPDMRUGLVWULEXWRUVLQ-DSDQDQG
(XURSH,Q$SULOZHDFTXLUHGWKHL5RERWUHODWHGGLVWULEXWLRQEXVLQHVVRI6DOHV2Q'HPDQG&RUSRUDWLRQ 62'& EDVHG
LQ7RN\R-DSDQIRUDSSUR[LPDWHO\PLOOLRQLQFDVK,Q2FWREHUZHDFTXLUHGRXUODUJHVW(XURSHDQGLVWULEXWRU
5RERSROLV6$6 5RERSROLV D)UHQFKFRPSDQ\IRUDILQDOSXUFKDVHSULFHRIPLOOLRQLQFDVKQHWRIDFTXLUHGFDVKRI
PLOOLRQ7KHVHDFTXLVLWLRQVSURYLGHGXVPRUHGLUHFWFRQWURORIRIRXUJOREDOUHYHQXHWKURXJKDGLUHFWSUHVHQFHLQ
FRXQWULHVVXFKDV$XVWULD%HOJLXP)UDQFH*HUPDQ\-DSDQWKH1HWKHUODQGV3RUWXJDODQG6SDLQ)ROORZLQJWKHFRPSOHWLRQRI
WKH62'&DQG5RERSROLVDFTXLVLWLRQVZHLQWHJUDWHGWKHVHRUJDQL]DWLRQVLQWRRXUFRPSDQ\DQGFRQWLQXHWRWDNHVWHSVWR
FRQVROLGDWHYDULRXVV\VWHPVWKDWZHEHOLHYHZLOOIXUWKHUVWUHDPOLQHDQGDXWRPDWHNH\SURFHVVHV
,QL5RERWVROGPRUHWKDQELOOLRQLQFRQVXPHUURERWVZKLOHQDYLJDWLQJPRUHFKDOOHQJLQJPDUNHWFRQGLWLRQV
PDUNHGE\LQWHQVLILHGSULFHFRPSHWLWLRQLQ(0($DQGWKH8QLWHG6WDWHVDQGPRUHPRGHUDWH59&JURZWKLQWKH8QLWHG6WDWHV
GXHLQSDUWWRWKHGLUHFWDQGLQGLUHFWLPSDFWVRIKLJKHUWDULIIVRQ59&VPDGHLQDQGLPSRUWHGIURP&KLQD2XUFRPPLWPHQWWR
LQQRYDWLRQDQGIXQGLQJFULWLFDOUHVHDUFKDQGGHYHORSPHQWSURMHFWVFRQWLQXHGWR\LHOGWDQJLEOHUHVXOWVWKURXJKQHZSURGXFW
ODXQFKHVDQGQHZDQGHQKDQFHGIHDWXUHVDQGIXQFWLRQDOLW\,QDGGLWLRQWRODXQFKLQJWKH5RRPEDLDQGLLQPDMRU
LQWHUQDWLRQDOPDUNHWVGXULQJZHLQWURGXFHGRXUGHHSHVWFOHDQLQJ59&VWKH5RRPEDVDQGVDQGWKH%UDDYDMHWP
5
RXUDGYDQFHGURERWLFPRS:HDOVRWRRNVWHSVWRFRPPHUFLDOL]HRXUURERWLFODZQPRZHUGXULQJ2WKHUKLJKOLJKWVLQ
LQFOXGHGWKHFRPPHQFHPHQWRISURGXFWLRQDWDQHZ5RRPEDPDQXIDFWXULQJIDFLOLW\LQ0DOD\VLDWKHLPSOHPHQWDWLRQRIQHZ


SULFLQJDQGSURPRWLRQDOWDFWLFVDLPHGDWUHVWRULQJ8659&JURZWKDQGGHIHQGLQJRXUOHDGHUVKLSSRVLWLRQLQ(0($DQGWKH
DFTXLVLWLRQRI5RRW5RERWLFV,QF 5RRW5RERWLFV ZKLFKHQKDQFHVRXUFRPPLWPHQWWR6FLHQFH7HFKQRORJ\(QJLQHHULQJ
DQG0DWK 67(0 WKURXJKQHZHGXFDWLRQDOURERWV
2XUWRWDOUHYHQXHIRUZDVPLOOLRQZKLFKUHSUHVHQWVDQLQFUHDVHIURPUHYHQXHRIPLOOLRQ
IRU'RPHVWLFUHYHQXHJUHZPLOOLRQRUDQGLQWHUQDWLRQDOUHYHQXHLQFUHDVHGE\PLOOLRQRU
SULPDULO\DVDUHVXOWRIVDOHVRIQHZSURGXFWVWKDWKDYHEHHQODXQFKHGVLQFHWKHVHFRQGKDOIRI
Fiscal Periods
:HRSHUDWHDQGUHSRUWXVLQJDZHHNILVFDO\HDUHQGLQJRQWKH6DWXUGD\FORVHVWWR'HFHPEHU$FFRUGLQJO\RXU
ILVFDOTXDUWHUVZLOOHQGRQWKH6DWXUGD\WKDWIDOOVFORVHVWWRWKHODVWGD\RIWKHWKLUGPRQWKRIHDFKTXDUWHU
Critical Accounting Policies and Estimates

:HEHOLHYHWKDWRIRXUVLJQLILFDQWDFFRXQWLQJSROLFLHVZKLFKDUHGHVFULEHGLQWKHQRWHVWRRXUFRQVROLGDWHGILQDQFLDO
VWDWHPHQWVWKHIROORZLQJDFFRXQWLQJSROLFLHVLQYROYHDJUHDWHUGHJUHHRIMXGJPHQWDQGFRPSOH[LW\$FFRUGLQJO\ZHEHOLHYH
WKDWWKHIROORZLQJDFFRXQWLQJSROLFLHVDUHWKHPRVWFULWLFDOWRDLGLQIXOO\XQGHUVWDQGLQJDQGHYDOXDWLQJRXUFRQVROLGDWHG
ILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV
Revenue Recognition
:HSULPDULO\GHULYHRXUUHYHQXHIURPSURGXFWVDOHV:HVHOOSURGXFWVGLUHFWO\WRFRQVXPHUVWKURXJKRQOLQHVWRUHVDQG
LQGLUHFWO\WKURXJKUHVHOOHUVDQGGLVWULEXWRUV5HYHQXHLVUHFRJQL]HGXSRQWUDQVIHURIFRQWURORISURPLVHGSURGXFWVRUVHUYLFHVWR
FXVWRPHUVJHQHUDOO\DVWLWOHDQGULVNRIORVVSDVVLQDQDPRXQWWKDWUHIOHFWVWKHFRQVLGHUDWLRQZHH[SHFWWRUHFHLYHLQH[FKDQJH
IRUWKRVHSURGXFWVRUVHUYLFHV5HYHQXHLVUHFRJQL]HGRQO\WRWKHH[WHQWWKDWLWLVSUREDEOHWKDWDVLJQLILFDQWUHYHUVDORIUHYHQXH
ZLOOQRWRFFXU7D[HVFROOHFWHGIURPFXVWRPHUVZKLFKDUHVXEVHTXHQWO\UHPLWWHGWRJRYHUQPHQWDODXWKRULWLHVDUHH[FOXGHGIURP
UHYHQXH6KLSSLQJDQGKDQGOLQJH[SHQVHVDUHFRQVLGHUHGIXOILOOPHQWDFWLYLWLHVDQGDUHH[SHQVHGDVLQFXUUHG
2XUSURGXFWSRUWIROLRLQFOXGHVYDULRXVFRQVXPHUURERWVPDQ\RIZKLFKDUH:L)LFRQQHFWHG7KHFRQVXPHUURERWVDUH
JHQHUDOO\KLJKO\GHSHQGHQWRQDQGLQWHUUHODWHGZLWKWKHHPEHGGHGVRIWZDUHDQGFDQQRWIXQFWLRQZLWKRXWWKHVRIWZDUH $V
VXFKWKHFRQVXPHUURERWVDUHDFFRXQWHGIRUDVDVLQJOHSHUIRUPDQFHREOLJDWLRQDQGWKHUHYHQXHLVUHFRJQL]HGDWDSRLQWLQWLPH
ZKHQWKHFRQWUROLVWUDQVIHUUHGWRGLVWULEXWRUVUHVHOOHUVRUGLUHFWO\WRHQGFXVWRPHUVWKURXJKRQOLQHVWRUHV)RUFRQVXPHUURERWV
ZLWK:L)LFDSDELOLW\ FRQQHFWHGURERWV HDFKVDOHUHSUHVHQWVDQDUUDQJHPHQWZLWKPXOWLSOHSURPLVHVFRQVLVWLQJRIWKHURERW
DQDSSFORXGVHUYLFHVDQGSRWHQWLDOIXWXUHXQVSHFLILHGVRIWZDUHXSJUDGHV:HKDYHGHWHUPLQHGWKDWWKHDSSFORXGVHUYLFHVDQG
SRWHQWLDOIXWXUHXQVSHFLILHGVRIWZDUHXSJUDGHVUHSUHVHQWRQHSURPLVHGVHUYLFHWRWKHFXVWRPHUWRHQKDQFHWKHIXQFWLRQDOLW\DQG
LQWHUDFWLRQZLWKWKHURERW UHIHUUHGWRFROOHFWLYHO\DV&ORXG6HUYLFHV 
3ULRUWRWKHDGRSWLRQRI$681R5HYHQXHIURP&RQWUDFWVZLWK&XVWRPHUV $6& RQ'HFHPEHU
WKHEHJLQQLQJRIILVFDO\HDUWKHUHYHQXHDOORFDWHGWRWKH&ORXG6HUYLFHVZDVGHIHUUHGDQGUHFRJQL]HGRQDVWUDLJKW
OLQHEDVLVRYHUWKHH[SHFWHGOLIHRIWKHURERW2Q'HFHPEHUZHDGRSWHG$6&XVLQJWKHPRGLILHGUHWURVSHFWLYH
PHWKRGDSSOLHGWRWKRVHFRQWUDFWVWKDWZHUHQRWFRPSOHWHGDVRIWKHDGRSWLRQGDWH8SRQWKHDGRSWLRQRI$6&ZH
FRQFOXGHGWKDWRQDTXDQWLWDWLYHDQGTXDOLWDWLYHEDVLVWKH&ORXG6HUYLFHVGLGQRWFRQVWLWXWHDPDWHULDOSHUIRUPDQFHREOLJDWLRQ
IRUWKHWKHQH[LVWLQJSURGXFWVDQGDVVXFKWKHVHVHUYLFHVZHUHQRWFRQVLGHUHGDVHSDUDWHSHUIRUPDQFHREOLJDWLRQWKDWUHTXLUHG
DOORFDWLRQRIWUDQVDFWLRQSULFH8QGHUWKHPRGLILHGUHWURVSHFWLYHPHWKRGZHUHFRJQL]HGWKHFXPXODWLYHHIIHFWRIWKHDGRSWLRQ
I
DQGUHFRUGHGDQHWLQFUHDVHRIPLOOLRQWRWKHEHJLQQLQJUHWDLQHGHDUQLQJVDVRI'HFHPEHU
'XULQJWKHWKLUGTXDUWHURIZHODXQFKHG5RRPEDLDQGLZKLFKEURXJKWDQHZOHYHORILQWHOOLJHQFHDQG
DXWRPDWLRQWRURERWLFYDFXXPFOHDQHUVZLWKWKHDELOLW\WROHDUQPDSDQGDGDSWWRDKRPH VIORRUSODQ:HKDYHFRQFOXGHGWKDW
EHJLQQLQJZLWKWKLVODXQFKWKH&ORXG6HUYLFHVUHODWHGWRWKHVHQHZSURGXFWVDUHDPDWHULDOSHUIRUPDQFHREOLJDWLRQ)RU
FRQWUDFWVWKDWFRQWDLQPXOWLSOHSHUIRUPDQFHREOLJDWLRQVWKHWUDQVDFWLRQSULFHLVDOORFDWHGWRHDFKSHUIRUPDQFHREOLJDWLRQEDVHG
RQDUHODWLYHVWDQGDORQHVHOOLQJSULFH 663 7KH663UHIOHFWVRXUEHVWHVWLPDWHRIZKDWWKHVHOOLQJSULFHVRIHOHPHQWVZRXOG
EHLIWKH\ZHUHVROGUHJXODUO\RQDVWDQGDORQHEDVLV5HYHQXHDOORFDWHGWRWKHURERWVLVUHFRJQL]HGDWDSRLQWLQWLPHZKHQ
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7KHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\ZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHVLQWKH8QLWHG6WDWHV
UHTXLUHVPDQDJHPHQWWRPDNHHVWLPDWHVDQGDVVXPSWLRQVWKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVDQGOLDELOLWLHVUHYHQXHDQG
H[SHQVHVDQGWKHGLVFORVXUHRIFRQWLQJHQWDVVHWVDQGOLDELOLWLHVLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV7KHVHHVWLPDWHVDQG
MXGJPHQWVLQFOXGHEXWDUHQRWOLPLWHGWRUHYHQXHUHFRJQLWLRQLQFOXGLQJSHUIRUPDQFHREOLJDWLRQVYDULDEOHFRQVLGHUDWLRQDQG
RWKHUREOLJDWLRQVVXFKDVSURGXFWUHWXUQVDQGLQFHQWLYHVZDUUDQW\FRVWVYDOXDWLRQRIJRRGZLOODQGDFTXLUHGLQWDQJLEOHDVVHWV
YDOXDWLRQRIILQDQFLDOLQVWUXPHQWVDFFRXQWLQJIRUEXVLQHVVFRPELQDWLRQVHYDOXDWLQJORVVFRQWLQJHQFLHVDFFRXQWLQJIRUVWRFN
EDVHGFRPSHQVDWLRQLQFOXGLQJSHUIRUPDQFHEDVHGDVVHVVPHQWVDQGDFFRXQWLQJIRULQFRPHWD[HVDQGUHODWHGYDOXDWLRQ
DOORZDQFHV:HEDVHWKHVHHVWLPDWHVDQGMXGJPHQWVRQKLVWRULFDOH[SHULHQFHPDUNHWSDUWLFLSDQWIDLUYDOXHFRQVLGHUDWLRQV
SURMHFWHGIXWXUHFDVKIORZVDQGYDULRXVRWKHUIDFWRUVWKDWZHEHOLHYHDUHUHDVRQDEOHXQGHUWKHFLUFXPVWDQFHV$FWXDOUHVXOWVPD\
GLIIHUIURPRXUHVWLPDWHV

FRQWUROLVWUDQVIHUUHG5HYHQXHDOORFDWHGWRWKH&ORXG6HUYLFHVLVGHIHUUHGDQGUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKH
HVWLPDWHGSHULRGWKHVRIWZDUHXSJUDGHVDQGVHUYLFHVDUHH[SHFWHGWREHSURYLGHG
2XUSURGXFWVJHQHUDOO\FDUU\DRQH\HDURUWZR\HDUOLPLWHGZDUUDQW\WKDWSURPLVHVFXVWRPHUVWKDWGHOLYHUHGSURGXFWVDUH
DVVSHFLILHG:HGRQRWFRQVLGHUWKHVHDVVXUDQFHW\SHZDUUDQWLHVDVDVHSDUDWHSHUIRUPDQFHREOLJDWLRQDQGWKHUHIRUHZH
DFFRXQWIRUVXFKZDUUDQWLHVXQGHU$6&*XDUDQWHHV
:HSURYLGHOLPLWHGULJKWVRIUHWXUQVIRUGLUHFWWRFRQVXPHUVDOHVJHQHUDWHGWKURXJKRXURQOLQHVWRUHVDVZHOODVFHUWDLQ
UHVHOOHUVDQGGLVWULEXWRUV,QDGGLWLRQZHPD\SURYLGHRWKHUFUHGLWVRULQFHQWLYHVLQFOXGLQJSULFHSURWHFWLRQZKLFKDUH
DFFRXQWHGIRUDVYDULDEOHFRQVLGHUDWLRQZKHQHVWLPDWLQJWKHDPRXQWRIUHYHQXHWRUHFRJQL]H:KHUHDSSURSULDWHWKHVH
HVWLPDWHVWDNHLQWRFRQVLGHUDWLRQUHOHYDQWIDFWRUVVXFKDVRXUKLVWRULFDOH[SHULHQFHFXUUHQWFRQWUDFWXDOUHTXLUHPHQWVVSHFLILF
NQRZQPDUNHWHYHQWVDQGWUHQGVDQGIRUHFDVWHGLQYHQWRU\OHYHOLQWKHFKDQQHOV2YHUDOOWKHVHUHVHUYHVUHIOHFWRXUEHVW
HVWLPDWHVDQGWKHDFWXDODPRXQWVRIFRQVLGHUDWLRQXOWLPDWHO\UHFHLYHGPD\GLIIHUIURPRXUHVWLPDWHV5HWXUQVDQGFUHGLWVDUH
I
HVWLPDWHGDWFRQWUDFWLQFHSWLRQDQGXSGDWHGDWWKHHQGRIHDFKUHSRUWLQJSHULRGDVDGGLWLRQDOLQIRUPDWLRQEHFRPHVDYDLODEOH$V
RI'HFHPEHUZHKDGUHVHUYHVIRUSURGXFWUHWXUQVRIPLOOLRQDQGRWKHUFUHGLWVDQGLQFHQWLYHVRIPLOOLRQ
$VRI'HFHPEHUZHKDGUHVHUYHVIRUSURGXFWUHWXUQVRIPLOOLRQDQGRWKHUFUHGLWVDQGLQFHQWLYHVRI
PLOOLRQ
Business Combinations
:HDFFRXQWIRUWUDQVDFWLRQVWKDWUHSUHVHQWEXVLQHVVFRPELQDWLRQVXQGHUWKHDFTXLVLWLRQPHWKRGRIDFFRXQWLQJ:HDOORFDWH
WKHWRWDOFRQVLGHUDWLRQSDLGIRUHDFKDFTXLVLWLRQWRWKHDVVHWVZHDFTXLUHDQGOLDELOLWLHVZHDVVXPHEDVHGRQWKHLUIDLUYDOXHVDV
RIWKHGDWHRIDFTXLVLWLRQLQFOXGLQJLGHQWLILDEOHLQWDQJLEOHDVVHWV :HEDVHWKHIDLUYDOXHRILGHQWLILDEOHLQWDQJLEOHDVVHWV
DFTXLUHGLQDEXVLQHVVFRPELQDWLRQRQYDOXDWLRQVWKDWXVHLQIRUPDWLRQDQGDVVXPSWLRQVGHWHUPLQHGE\PDQDJHPHQWDQGZKLFK
FRQVLGHUPDQDJHPHQW¶VEHVWHVWLPDWHVRILQSXWVDQGDVVXPSWLRQVWKDWDPDUNHWSDUWLFLSDQWZRXOGXVH:KLOHZHXVHEHVW
HVWLPDWHVDQGDVVXPSWLRQVDVSDUWRIWKHSXUFKDVHSULFHDOORFDWLRQSURFHVVWRDFFXUDWHO\YDOXHDVVHWVDFTXLUHGDQGOLDELOLWLHV
DVVXPHGDWWKHEXVLQHVVFRPELQDWLRQGDWHWKHHVWLPDWHVDQGDVVXPSWLRQVDUHLQKHUHQWO\XQFHUWDLQDQGVXEMHFWWRUHILQHPHQW $V
DUHVXOWGXULQJWKHPHDVXUHPHQWSHULRGZKLFKLVJHQHUDOO\RQH\HDUIURPWKHDFTXLVLWLRQGDWHDQ\DGMXVWPHQWWRWKHDVVHWV
DFTXLUHGDQGOLDELOLWLHVDVVXPHGLVUHFRUGHGDJDLQVWJRRGZLOOLQWKHSHULRGLQZKLFKWKHDPRXQWLVGHWHUPLQHG$Q\DGMXVWPHQW
LGHQWLILHGVXEVHTXHQWWRWKHPHDVXUHPHQWSHULRGLVLQFOXGHGLQRSHUDWLQJUHVXOWVLQWKHSHULRGLQZKLFKWKHDPRXQWLV
GHWHUPLQHG
Inventory
,QYHQWRU\LVVWDWHGDWWKHORZHURIFRVWRUQHWUHDOL]DEOHYDOXHZLWKFRVWEHLQJGHWHUPLQHGXVLQJWKHILUVWLQILUVWRXW
PHWKRG:HPDLQWDLQDUHVHUYHIRULQYHQWRU\LWHPVWRSURYLGHIRUDQHVWLPDWHGDPRXQWRIH[FHVVRUREVROHWHLQYHQWRU\
Warranty
:HW\SLFDOO\SURYLGHDRQH\HDURUWZR\HDUZDUUDQW\DJDLQVWGHIHFWVLQPDWHULDOVDQGZRUNPDQVKLSDQGZLOOHLWKHUUHSDLU
WKHJRRGVSURYLGHUHSODFHPHQWSURGXFWVRUUHIXQGDPRXQWVWRWKHFXVWRPHUIRUGHIHFWLYHSURGXFW:HUHFRUGHVWLPDWHG
ZDUUDQW\FRVWVEDVHGRQKLVWRULFDOH[SHULHQFHDWWKHWLPHUHYHQXHLVUHFRJQL]HG $FWXDOUHVXOWVFRXOGGLIIHUIURPWKHVH
HVWLPDWHVZKLFKFRXOGFDXVHLQFUHDVHVRUGHFUHDVHVWRWKHZDUUDQW\UHVHUYHVLQIXWXUHSHULRGV
Goodwill and Other Long-Lived Assets
*RRGZLOOUHSUHVHQWVWKHH[FHVVRIWKHSXUFKDVHSULFHLQDEXVLQHVVFRPELQDWLRQRYHUWKHIDLUYDOXHRIWKHQHWWDQJLEOHDQG
LQWDQJLEOHDVVHWVDFTXLUHG*RRGZLOOLVQRWDPRUWL]HGEXWUDWKHULVDVVHVVHGIRULPSDLUPHQWDWWKHUHSRUWLQJXQLWOHYHODQQXDOO\
GXULQJRXUIRXUWKTXDUWHURIHDFKILVFDO\HDURUPRUHIUHTXHQWO\LIZHEHOLHYHLQGLFDWRUVRILPSDLUPHQWH[LVW*RRGZLOO
LPSDLUPHQWLIDQ\LVGHWHUPLQHGE\FRPSDULQJWKHUHSRUWLQJXQLW VIDLUYDOXHWRLWVFDUU\LQJYDOXH$QLPSDLUPHQWORVVLV
UHFRJQL]HGLQDQDPRXQWHTXDOWRWKHH[FHVVRIWKHUHSRUWLQJXQLW VFDUU\LQJYDOXHRYHULWVIDLUYDOXHXSWRWKHDPRXQWRI
JRRGZLOODOORFDWHGWRWKHUHSRUWLQJXQLW
2WKHUORQJOLYHGDVVHWVFRQVLVWSULQFLSDOO\RIFRPSOHWHGWHFKQRORJ\WUDGHQDPHFXVWRPHUUHODWLRQVKLSVUHDFTXLUHG
\
GLVWULEXWLRQULJKWVDQGQRQFRPSHWLWLRQDJUHHPHQWV5HDFTXLUHGGLVWULEXWLRQULJKWVDUHDPRUWL]HGRQDQDFFHOHUDWHGEDVLVZKLOH
DOORWKHULQWDQJLEOHDVVHWVDUHDPRUWL]HGRYHUWKHLUUHVSHFWLYHHVWLPDWHGXVHIXOOLYHVRQDVWUDLJKWOLQHEDVLVFRQVLVWHQWZLWKWKH
SDWWHUQLQZKLFKWKHHFRQRPLFEHQHILWVDUHEHLQJXWLOL]HG
:HSHULRGLFDOO\HYDOXDWHWKHUHFRYHUDELOLW\RIRWKHUORQJOLYHGDVVHWVZKHQHYHUHYHQWVDQGFKDQJHVLQFLUFXPVWDQFHV
VXFKDVUHGXFWLRQVLQGHPDQGRUVLJQLILFDQWHFRQRPLFVORZGRZQVLQWKHLQGXVWU\LQGLFDWHWKDWWKHFDUU\LQJDPRXQWRIDQDVVHW
\
PD\QRWEHIXOO\UHFRYHUDEOH:KHQLQGLFDWRUVRILPSDLUPHQWDUHSUHVHQWWKHFDUU\LQJYDOXHVRIWKHDVVHWJURXSDUHHYDOXDWHGLQ
UHODWLRQWRWKHIXWXUHXQGLVFRXQWHGFDVKIORZVRIWKHXQGHUO\LQJEXVLQHVV7KHQHWERRNYDOXHRIWKHXQGHUO\LQJDVVHWLVDGMXVWHG
WRIDLUYDOXHLIWKHVXPRIWKHH[SHFWHGGLVFRXQWHGFDVKIORZVLVOHVVWKDQERRNYDOXH)DLUYDOXHVDUHEDVHGRQHVWLPDWHVRI


PDUNHWSULFHVDQGDVVXPSWLRQVFRQFHUQLQJWKHDPRXQWDQGWLPLQJRIHVWLPDWHGIXWXUHFDVKIORZVDQGDVVXPHGGLVFRXQWUDWHV
UHIOHFWLQJYDU\LQJGHJUHHVRISHUFHLYHGULVN
7KHLPSDLUPHQWDVVHVVPHQWRIJRRGZLOODQGRWKHUORQJOLYHGDVVHWVLQYROYHVVLJQLILFDQWHVWLPDWHVDQGDVVXPSWLRQVZKLFK
PD\EHXQSUHGLFWDEOHDQGLQKHUHQWO\XQFHUWDLQ7KHVHHVWLPDWHVDQGDVVXPSWLRQVLQFOXGHLGHQWLILFDWLRQRIUHSRUWLQJXQLWVDQG
DVVHWJURXSVORQJWHUPJURZWKUDWHVSURILWDELOLW\HVWLPDWHGXVHIXOOLYHVFRPSDUDEOHPDUNHWPXOWLSOHVDQGGLVFRXQWUDWHV$Q\
FKDQJHVLQWKHVHDVVXPSWLRQVFRXOGLPSDFWWKHUHVXOWRIWKHLPSDLUPHQWDVVHVVPHQW7KHUHZDVQRLPSDLUPHQWRIJRRGZLOORU
RWKHUORQJOLYHGDVVHWVGXULQJILVFDODQG
Stock-Based Compensation

Accounting for Income Taxes
'HIHUUHGWD[DVVHWVDQGOLDELOLWLHVDUHGHWHUPLQHGEDVHGRQWKHGLIIHUHQFHEHWZHHQWKHILQDQFLDOVWDWHPHQWDQGWD[EDVLV
I
XVLQJHQDFWHGWD[UDWHVLQHIIHFWLQWKH\HDUVLQZKLFKWKRVHWHPSRUDU\GLIIHUHQFHVDUHH[SHFWHGWREHUHFRYHUHGRUVHWWOHGLQ
HDFKMXULVGLFWLRQ$YDOXDWLRQDOORZDQFHLVSURYLGHGLIEDVHGXSRQWKHZHLJKWRIDYDLODEOHHYLGHQFHLWLVPRUHOLNHO\WKDQQRW
WKDWWKHUHODWHGEHQHILWVZLOOQRWEHUHDOL]HG:HUHJXODUO\UHYLHZWKHGHIHUUHGWD[DVVHWVIRUUHFRYHUDELOLW\FRQVLGHULQJKLVWRULFDO
SURILWDELOLW\SURMHFWHGIXWXUHWD[DEOHLQFRPHIXWXUHUHYHUVDOVRIH[LVWLQJWD[DEOHWHPSRUDU\GLIIHUHQFHVDVZHOODVIHDVLEOHWD[
SODQQLQJVWUDWHJLHVLQHDFKMXULVGLFWLRQ$VRI'HFHPEHU'HFHPEHUDQG'HFHPEHUZHKDGD
YDOXDWLRQDOORZDQFHRIPLOOLRQPLOOLRQDQGPLOOLRQUHVSHFWLYHO\IRUFHUWDLQGHIHUUHGWD[DVVHWVIRUZKLFKZH
EHOLHYHGRQRWPHHWWKHPRUHOLNHO\WKDQQRWFULWHULDIRUUHFRJQLWLRQ
:HUHSRUWDOLDELOLW\IRUXQUHFRJQL]HGWD[EHQHILWVUHVXOWLQJIURPXQFHUWDLQWD[SRVLWLRQVWDNHQRUH[SHFWHGWREHWDNHQLQ
DWD[UHWXUQ:HUHFRJQL]HLQWHUHVWDQGSHQDOWLHVLIDQ\UHODWHGWRXQUHFRJQL]HGWD[EHQHILWVLQWKHLQFRPHWD[SURYLVLRQ
2Q'HFHPEHUWKH7D[&XWVDQG-REV$FWRI WKH$FW ZDVVLJQHGLQWRODZPDNLQJVLJQLILFDQWFKDQJHVWR
WKH,QWHUQDO5HYHQXH&RGHRIDVDPHQGHG WKH,QWHUQDO5HYHQXH&RGH (IIHFWLYHIRURXUWD[\HDUWKH$FWUHGXFHV
I
WKHVWDWXWRU\IHGHUDOFRUSRUDWHWD[UDWHIURPWRDQGLPSOHPHQWVFHUWDLQDGGLWLRQDOSURYLVLRQVLQFOXGLQJWKH*OREDO
,QWDQJLEOH/RZ7D[HG,QFRPHLQFOXVLRQDQGWKH)RUHLJQ'HULYHG,QWDQJLEOH,QFRPHGHGXFWLRQ8SRQWKHHQDFWPHQWRIWKH$FW
LQ'HFHPEHUZHUHFRUGHGDRQHWLPHSURYLVLRQDOLQFRPHWD[SURYLVLRQRIPLOOLRQLQWKHIRXUWKTXDUWHURI
ZKLFKLQFOXGHGDSURYLVLRQDODPRXQWRIPLOOLRQUHODWHGWRWKHUHPHDVXUHPHQWRIFHUWDLQGHIHUUHGWD[DVVHWVDQGOLDELOLWLHV
EDVHGRQWKHWD[UDWHVDWZKLFKWKH\DUHH[SHFWHGWRUHYHUVHLQWKHIXWXUHDQGPLOOLRQUHODWHGWRWKHRQHWLPHWUDQVLWLRQWD[
RQWKHPDQGDWRU\GHHPHGUHSDWULDWLRQRIIRUHLJQHDUQLQJV2Q'HFHPEHUWKH6(&VWDIILVVXHG6WDII$FFRXQWLQJ
I
%XOOHWLQ1R 6$% WRDGGUHVVWKHDSSOLFDWLRQRI86*$$3LQVLWXDWLRQVZKHQDUHJLVWUDQWGRHVQRWKDYHWKH
QHFHVVDU\LQIRUPDWLRQDYDLODEOHSUHSDUHGRUDQDO\]HG LQFOXGLQJFRPSXWDWLRQV LQUHDVRQDEOHGHWDLOWRFRPSOHWHWKH
DFFRXQWLQJIRUFHUWDLQLQFRPHWD[HIIHFWVRIWKH$FW,QDFFRUGDQFHZLWK6$%GXULQJWKHIRXUWKTXDUWHURIZH
ILQDOL]HGRXUDQDO\VLVRIWKHLQFRPHWD[HIIHFWVRIWKH$FWDQGGHWHUPLQHGQRPDWHULDODGMXVWPHQWVWRWKHSURYLVLRQDODPRXQWV
UHFRUGHGZHUHUHTXLUHG



Form 10-K

:HDFFRXQWIRUVWRFNEDVHGFRPSHQVDWLRQWKURXJKUHFRJQLWLRQRIWKHIDLUYDOXHRIWKHVWRFNEDVHGFRPSHQVDWLRQDVD
FKDUJHDJDLQVWHDUQLQJV7KHIDLUYDOXHRIHPSOR\HHVWRFNRSWLRQVLVHVWLPDWHGDWWKHJUDQWGDWHXVLQJWKH%ODFN6FKROHVRSWLRQ
SULFLQJPRGHO7KHIDLUYDOXHIRUWLPHEDVHGUHVWULFWHGVWRFNXQLWVDQGSHUIRUPDQFHEDVHGUHVWULFWHGVWRFNXQLWVLVEDVHGRQWKH
FORVLQJVKDUHSULFHRIRXUFRPPRQVWRFNRQWKHGDWHRIJUDQW)RUSHUIRUPDQFHEDVHGUHVWULFWHGVWRFNXQLWVWKHFRPSHQVDWLRQ
FRVWLVUHFRJQL]HGEDVHGRQWKHQXPEHURIXQLWVH[SHFWHGWRYHVWXSRQWKHDFKLHYHPHQWRIWKHSHUIRUPDQFHFRQGLWLRQV:H
UHFRJQL]HVWRFNEDVHGFRPSHQVDWLRQDVDQH[SHQVHRQDVWUDLJKWOLQHEDVLVRYHUWKHUHTXLVLWHVHUYLFHSHULRG :HDFFRXQWIRU
IRUIHLWXUHVDVWKH\RFFXUUDWKHUWKDQDSSO\LQJDQHVWLPDWHGIRUIHLWXUHUDWH

Overview of Results of Operations
7KHIROORZLQJWDEOHVHWVIRUWKRXUUHVXOWVRIRSHUDWLRQVIRUWKHSHULRGVVKRZQ LQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

5HYHQXH





December 30,
2017

December 29,
2018









&RVWRIUHYHQXH
&RVWRISURGXFWUHYHQXH
$PRUWL]DWLRQRIDFTXLUHGLQWDQJLEOHDVVHWV
















*URVVSURILW







2SHUDWLQJH[SHQVHV
5HVHDUFKDQGGHYHORSPHQW




























2SHUDWLQJLQFRPH







2WKHULQFRPHQHW







,QFRPHEHIRUHLQFRPHWD[HV
,QFRPHWD[H[SHQVH
















7RWDOFRVWRIUHYHQXH

6HOOLQJDQGPDUNHWLQJ
*HQHUDODQGDGPLQLVWUDWLYH
$PRUWL]DWLRQRIDFTXLUHGLQWDQJLEOHDVVHWV
7RWDORSHUDWLQJH[SHQVHV

1HWLQFRPH







7KHIROORZLQJWDEOHVHWVIRUWKRXUUHVXOWVRIRSHUDWLRQVDVDSHUFHQWDJHRIUHYHQXHIRUWKHSHULRGVVKRZQ
Fiscal Year Ended
December 28,
2019

5HYHQXH

December 29,
2018

December 30,
2017































5HVHDUFKDQGGHYHORSPHQW







6HOOLQJDQGPDUNHWLQJ






















2SHUDWLQJLQFRPH







2WKHULQFRPHQHW
,QFRPHEHIRUHLQFRPHWD[HV







,QFRPHWD[H[SHQVH










1HWLQFRPH







&RVWRIUHYHQXH
&RVWRISURGXFWUHYHQXH
$PRUWL]DWLRQRIDFTXLUHGLQWDQJLEOHDVVHWV
7RWDOFRVWRIUHYHQXH
*URVVPDUJLQ
2SHUDWLQJH[SHQVHV

*HQHUDODQGDGPLQLVWUDWLYH
$PRUWL]DWLRQRIDFTXLUHGLQWDQJLEOHDVVHWV
7RWDORSHUDWLQJH[SHQVHV



Comparison of Years Ended December 28, 2019, December 29, 2018 and December 30, 2017
Revenue
:HSULPDULO\GHULYHRXUUHYHQXHIURPSURGXFWVDOHV:HVHOOSURGXFWVGLUHFWO\WRFRQVXPHUVWKURXJKRQOLQHVWRUHVDQG
LQGLUHFWO\WKURXJKUHVHOOHUVDQGGLVWULEXWRUV:HUHFRJQL]HUHYHQXHXSRQWUDQVIHURIFRQWURORISURPLVHGSURGXFWVRUVHUYLFHVWR
FXVWRPHUVJHQHUDOO\DVWLWOHDQGULVNRIORVVSDVVLQDQDPRXQWWKDWUHIOHFWVWRWDOFRQVLGHUDWLRQQHWRIHVWLPDWHGUHWXUQVDQG
DOORZDQFHV
7KHIROORZLQJWDEOHVKRZVUHYHQXHIRUILVFDO\HDUVDQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019







December 30,
2017







$ Change
2019 vs.
2018

$ Change
2018 vs.
2017

 

 

Year ended December 28, 2019 as compared to the year ended December 29, 2018
5HYHQXHLQFUHDVHGWRPLOOLRQLQILVFDOIURPPLOOLRQLQILVFDO7KHPLOOLRQ
LQFUHDVHLQUHYHQXHZDVGULYHQE\DQLQFUHDVHLQDYHUDJHVHOOLQJSULFHRI 7KHLQFUHDVHLQDYHUDJHVHOOLQJSULFHZDV
SULPDULO\GULYHQE\WKHODXQFKRIRXUQHZSURGXFWVGXULQJWKHVHFRQGKDOIRIILVFDODQGWKURXJKRXW 7RWDOURERWV
VKLSSHGLQILVFDOLQFUHDVHGWRDSSUR[LPDWHO\PLOOLRQXQLWVFRPSDUHGWRDSSUR[LPDWHO\PLOOLRQXQLWVLQILVFDO
,QILVFDOGRPHVWLFUHYHQXHLQFUHDVHGPLOOLRQRUDQGLQWHUQDWLRQDOUHYHQXHLQFUHDVHGPLOOLRQRU
FRPSDUHGWRILVFDO7KHLQWHUQDWLRQDOUHYHQXHJURZWKZDVGULYHQSULPDULO\E\LQFUHDVHVLQUHYHQXHIURP-DSDQDQG
UHYHQXHIURP(0($RIDQGUHVSHFWLYHO\FRPSDUHGWRILVFDO
Year ended December 29, 2018 as compared to the year ended December 30, 2017
5HYHQXHLQFUHDVHGWRPLOOLRQLQILVFDOIURPPLOOLRQLQILVFDO7KHPLOOLRQ
LQFUHDVHLQUHYHQXHZDVGULYHQE\DLQFUHDVHLQXQLWVVKLSSHGSULPDULO\UHODWHGWRJURZWKRIVDOHVRIRXU5RRPED
DQGVHULHVURERWVDQGDLQFUHDVHLQDYHUDJHVHOOLQJSULFHSDUWLDOO\GXHWRWKHDFTXLVLWLRQRI5RERSROLV 7RWDOURERWV
VKLSSHGLQILVFDOZHUHDSSUR[LPDWHO\PLOOLRQXQLWVFRPSDUHGWRDSSUR[LPDWHO\PLOOLRQXQLWVLQILVFDO,Q
ILVFDOGRPHVWLFUHYHQXHLQFUHDVHGPLOOLRQRUDQGLQWHUQDWLRQDOUHYHQXHLQFUHDVHGPLOOLRQRU
FRPSDUHGWRILVFDO
Cost of Product Revenue
&RVWRISURGXFWUHYHQXHLQFOXGHVWKHFRVWRIPDWHULDOVODERUDQGRYHUKHDGFRVWVWKDWJRLQWRWKHPDQXIDFWXUHRIRXU
SURGXFWV2YHUKHDGSULPDULO\LQFOXGHVFRVWVVXFKDVIUHLJKWLPSRUWGXWLHVGHSUHFLDWLRQZDUUDQW\WRROVDQGTXDOLW\DVVXUDQFH
\
FRVWV0DWHULDOFRVWVZKLFKDUHRXUPRVWVLJQLILFDQWFRVWLWHPVFDQIOXFWXDWHPDWHULDOO\RQDSHULRGLFEDVLVDOWKRXJKPDQ\
FRPSRQHQWVKDYHEHHQKLVWRULFDOO\VWDEOH7KHUHFDQEHQRDVVXUDQFHWKDWRXUFRVWVRIPDWHULDOVZLOOQRWLQFUHDVH&RQWUDFW
PDQXIDFWXUHUODERUFRVWVDOVRFRPSULVHDVLJQLILFDQWSRUWLRQRIRXUFRVWRIPDWHULDOV:HRXWVRXUFHWKHPDQXIDFWXUHRIRXU
URERWVWRFRQWUDFWPDQXIDFWXUHUVLQ6RXWKHUQ&KLQDDQGDGGHGPDQXIDFWXULQJFDSDFLW\LQ0DOD\VLDGXULQJ1RYHPEHU
:KLOHODERUFRVWVLQWKHVHUHJLRQVWUDGLWLRQDOO\KDYHEHHQIDYRUDEOHFRPSDUHGWRODERUFRVWVHOVHZKHUHLQWKHZRUOGLQFOXGLQJ
WKH8QLWHG6WDWHVWKH\KDYHEHHQLQFUHDVLQJIRUWKHODVWIHZ\HDUV,QDGGLWLRQEHFDXVHRXUSXUFKDVHFRQWUDFWZLWKRXUFRQWUDFW
PDQXIDFWXUHUVLQ&KLQDDQG0DOD\VLDDUHW\SLFDOO\GHQRPLQDWHGLQ86GROODUVFKDQJHVLQFXUUHQF\H[FKDQJHUDWHVPD\
LPSDFWRXUVXSSOLHUVDQGLQFUHDVHRXUSULFHV
7KHIROORZLQJWDEOHVKRZVFRVWRISURGXFWUHYHQXHIRUILVFDO\HDUV DQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

&RVWRISURGXFWUHYHQXH
$VDSHUFHQWDJHRIUHYHQXH



December 30,
2017

December 29,
2018














$ Change
2019 vs. 2018

$ Change
2018 vs. 2017

 







Year ended December 28, 2019 as compared to the year ended December 29, 2018
&RVWRISURGXFWUHYHQXHLQFUHDVHGPLOOLRQRUWRPLOOLRQLQILVFDOFRPSDUHGWRPLOOLRQ
LQILVFDO7KHLQFUHDVHLVSULPDULO\GXHWRWKHLQFUHDVHLQUHYHQXHDQGKLJKHUWDULIIVRQRXU5RRPEDSURGXFWV
LPSRUWHGLQWRWKH8QLWHG6WDWHVIURP&KLQD(IIHFWLYH6HSWHPEHUWDULIIVRQRXU5RRPEDSURGXFWVZHUHVHWDW
DQGHIIHFWLYH0D\WDULIIVIXUWKHULQFUHDVHGWR



Form 10-K

5HYHQXH

December 29,
2018

Year ended December 29, 2018 as compared to the year ended December 30, 2017
&RVWRISURGXFWUHYHQXHLQFUHDVHGPLOOLRQRUWRPLOOLRQLQILVFDOFRPSDUHGWRPLOOLRQ
LQILVFDO7KHLQFUHDVHLVSULPDULO\GXHWRWKHLQFUHDVHLQUHYHQXHSDUWLDOO\RIIVHWE\LPSURYHPHQWVLQSURGXFWFRVW
Gross Profit
2XUJURVVSURILWDVDSHUFHQWDJHRIUHYHQXHUHIHUUHGWRDVRXUJURVVPDUJLQYDULHVDFFRUGLQJWRWKHPL[RISURGXFWVVROG
WRWDOVDOHVYROXPHWKHOHYHORISURPRWLRQDODFWLYLWLHVDQGOHYHOVRIRWKHUSURGXFWFRVWVVXFKDVZDUUDQW\VFUDSUHZRUNDQG
\
RYHUKHDG
7KHIROORZLQJWDEOHVKRZVJURVVSURILWIRUILVFDO\HDUVDQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

*URVVSURILW



December 29,
2018



*URVVPDUJLQ







December 30,
2017







$ Change
2019 vs. 2018

$ Change
2018 vs. 2017



 





Year ended December 28, 2019 as compared to the year ended December 29, 2018
*URVVSURILWGHFUHDVHGPLOOLRQRUWRPLOOLRQ RIUHYHQXH LQILVFDOIURPPLOOLRQ
RIUHYHQXH LQILVFDO7KHGHFUHDVHLQJURVVPDUJLQZDVSULPDULO\UHODWHGWRLQFUHDVHGSURPRWLRQDODFWLYLW\DQG
SULFLQJUHGXFWLRQVIRUFHUWDLQSURGXFWVDVZHOODVWKHLQFUHDVHGWDULIIVRQRXU5RRPEDSURGXFWVLPSRUWHGWRWKH8QLWHG6WDWHV
I
IURP&KLQD:HH[SHFWWKHLPSDFWRISULFLQJDQGSURPRWLRQDODFWLYLW\DQGKLJKHUWDULIIVRQRXUSURGXFWVWRFRQWLQXHWR
FRQVWUDLQRXUJURVVPDUJLQLQ


Year ended December 29, 2018 as compared to the year ended December 30, 2017
*URVVSURILWLQFUHDVHGPLOOLRQRUWRPLOOLRQ RIUHYHQXH LQILVFDOIURPPLOOLRQ
RIUHYHQXH LQILVFDO7KHLQFUHDVHLQJURVVPDUJLQZDVSULPDULO\GULYHQE\IDYRUDEOHSURGXFWDQGUHJLRQPL[DV
ZHOODVWKHLQFUHDVHLQDYHUDJHVHOOLQJSULFHUHVXOWLQJIURPRXUDFTXLVLWLRQRI5RERSROLV
Research and Development
5HVHDUFKDQGGHYHORSPHQWH[SHQVHVFRQVLVWSULPDULO\RI


VDODULHVDQGUHODWHGFRVWVIRURXUHQJLQHHUV



FRVWVIRUKLJKWHFKQRORJ\FRPSRQHQWVXVHGLQSURGXFWDQGSURWRW\SHGHYHORSPHQW



FRVWVRIWHVWHTXLSPHQWXVHGGXULQJSURGXFWGHYHORSPHQWDQG



RFFXSDQF\DQGRWKHURYHUKHDGFRVWV

:HKDYHVLJQLILFDQWO\H[SDQGHGRXUUHVHDUFKDQGGHYHORSPHQWFDSDELOLWLHVDQGH[SHFWWRFRQWLQXHWRH[SDQGWKHVH
FDSDELOLWLHVLQWKHIXWXUH:HDUHFRPPLWWHGWRFRQVLVWHQWO\PDLQWDLQLQJWKHOHYHORILQQRYDWLYHGHVLJQDQGGHYHORSPHQWRIQHZ
SURGXFWVDVZHVWULYHWRHQKDQFHRXUDELOLW\WRVHUYHRXUH[LVWLQJFRQVXPHUPDUNHWVDVZHOODVQHZPDUNHWVIRUURERWV:H
DQWLFLSDWHWKDWLQUHVHDUFKDQGGHYHORSPHQWH[SHQVHVZLOOLQFUHDVHLQDEVROXWHGROODUVEXWUHPDLQUHODWLYHO\FRQVLVWHQWDVD
SHUFHQWDJHRIUHYHQXH
7KHIROORZLQJWDEOHVKRZVUHVHDUFKDQGGHYHORSPHQWFRVWVIRUILVFDO\HDUVDQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

5HVHDUFKDQGGHYHORSPHQW
$VDSHUFHQWDJHRIUHYHQXH



December 29,
2018











December 30,
2017

$ Change
2019 vs. 2018







$ Change
2018 vs. 2017





Year ended December 28, 2019 as compared to the year ended December 29, 2018

5HVHDUFKDQGGHYHORSPHQWH[SHQVHVLQFUHDVHGPLOOLRQRUWRPLOOLRQ RIUHYHQXH LQILVFDO
IURPPLOOLRQ RIUHYHQXH LQILVFDO7KLVLQFUHDVHLVSULPDULO\GXHWRDQLQFUHDVHLQSHRSOHUHODWHGFRVWVRI
PLOOLRQUHVXOWLQJIURPLQFUHDVHGKHDGFRXQWSDUWLDOO\RIIVHWE\ORZHUSURJUDPUHODWHGFRVWVRIPLOOLRQDQGRWKHU
HIIRUWVWRFRQWUROFRVWVGXULQJILVFDO
Year ended December 29, 2018 as compared to the year ended December 30, 2017
5HVHDUFKDQGGHYHORSPHQWH[SHQVHVLQFUHDVHGPLOOLRQRUWRPLOOLRQ RIUHYHQXH LQILVFDO
IURPPLOOLRQ RIUHYHQXH LQILVFDO7KLVLQFUHDVHLVDWWULEXWDEOHWRLQFUHDVHGHIIRUWVLQSURGXFW
GHYHORSPHQWDQGFRQWLQXHGSURGXFWHQKDQFHPHQWV7KHVHLQYHVWPHQWVHQDEOHGXVWRODXQFKQHZSURGXFWVLQFOXGLQJ5RRPEDL
LDQGHGXULQJ'XULQJSHRSOHDQGSURJUDPUHODWHGFRVWVLQFUHDVHGPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
FRPSDUHGWRILVFDO

Form 10-K

Selling and Marketing


2XUVHOOLQJDQGPDUNHWLQJH[SHQVHVFRQVLVWSULPDULO\RI
 VDODULHVDQGUHODWHGFRVWVIRUVDOHVDQGPDUNHWLQJSHUVRQQHO
 DGYHUWLVLQJPDUNHWLQJDQGRWKHUEUDQGEXLOGLQJFRVWV
 FXVWRPHUVHUYLFHFRVWVDQG


WUDYHODQGUHODWHGFRVWV

:HDQWLFLSDWHWKDWLQVHOOLQJDQGPDUNHWLQJH[SHQVHVZLOOLQFUHDVHLQDEVROXWHGROODUVEXWUHPDLQUHODWLYHO\
FRQVLVWHQWDVDSHUFHQWDJHRIUHYHQXHDVZHODXQFKQHZSURGXFWVDQGGLJLWDOIHDWXUHVHYROYHRXUJRWRPDUNHWDFWLYLWLHVWR
GULYHGLUHFWWRFRQVXPHUVDOHVDQGFRQWLQXHWREXLOGDZDUHQHVVRIRXUSURGXFWV
7KHIROORZLQJWDEOHVKRZVVHOOLQJDQGPDUNHWLQJFRVWVIRUILVFDO\HDUVDQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 29,
2018

December 28,
2019

6HOOLQJDQGPDUNHWLQJ
$VDSHUFHQWDJHRIUHYHQXH











December 30,
2017

$ Change
2019 vs. 2018







$ Change
2018 vs. 2017





Year ended December 28, 2019 as compared to the year ended December 29, 2018
6HOOLQJDQGPDUNHWLQJH[SHQVHVLQFUHDVHGE\PLOOLRQRUWRPLOOLRQ RIUHYHQXH LQILVFDO
IURPPLOOLRQ RIUHYHQXH LQILVFDO7KLVLQFUHDVHLVSULPDULO\DWWULEXWDEOHWRDQLQFUHDVHLQPDUNHWLQJ
LQYHVWPHQWVRIPLOOLRQWRVXSSRUWRXUQHZSURGXFWODXQFKHVDQGFHUWDLQSURPRWLRQDODQGDGYHUWLVLQJFDPSDLJQVLQDOO
UHJLRQVDVZHOODVKLJKHUSHRSOHUHODWHGFRVWVRIPLOOLRQ7KHVHLQFUHDVHVZHUHSDUWLDOO\RIIVHWE\ORZHULQFHQWLYH
FRPSHQVDWLRQDQGHIIRUWVWRFRQWURORYHUDOOVDOHVDQGPDUNHWLQJFRVWV
Year ended December 29, 2018 as compared to the year ended December 30, 2017
6HOOLQJDQGPDUNHWLQJH[SHQVHVLQFUHDVHGE\PLOOLRQRUWRPLOOLRQ RIUHYHQXH LQILVFDO
IURPPLOOLRQ RIUHYHQXH LQILVFDO7KLVLQFUHDVHLVSULPDULO\DWWULEXWDEOHWRPDUNHWLQJLQYHVWPHQWVRI
PLOOLRQWRVXSSRUWRXUFRQWLQXHGJOREDOPDUNHWLQJDQGEUDQGLQJHIIRUWVDQGKLJKHUSHRSOHUHODWHGFRVWVRIPLOOLRQ
I
LQFOXGLQJDGGLWLRQDOKHDGFRXQWUHODWHGWRRXUDFTXLVLWLRQVRI62'&DQG5RERSROLVLQ
General and Administrative


2XUJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVFRQVLVWSULPDULO\RI
 VDODULHVDQGUHODWHGFRVWVIRUH[HFXWLYHVDQGDGPLQLVWUDWLYHSHUVRQQHO
 SURIHVVLRQDOVHUYLFHVFRVWV


LQIRUPDWLRQV\VWHPVDQGLQIUDVWUXFWXUHFRVWV




WUDYHODQGUHODWHGFRVWVDQG
RFFXSDQF\DQGRWKHURYHUKHDGFRVWV



7KHIROORZLQJWDEOHVKRZVJHQHUDODQGDGPLQLVWUDWLYHFRVWVIRUILVFDO\HDUVDQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

*HQHUDODQGDGPLQLVWUDWLYH





$VDSHUFHQWDJHRIUHYHQXH

December 30,
2017

December 29,
2018













$ Change
2019 vs. 2018





$ Change
2018 vs. 2017







Year ended December 28, 2019 as compared to the year ended December 29, 2018
*HQHUDODQGDGPLQLVWUDWLYHH[SHQVHVGHFUHDVHGE\PLOOLRQRUWRPLOOLRQ RIUHYHQXH LQILVFDO
IURPPLOOLRQ RIUHYHQXH LQILVFDO7KLVGHFUHDVHLVSULPDULO\DWWULEXWDEOHWRORZHUVKRUWWHUPDQGORQJ
WHUPLQFHQWLYHFRPSHQVDWLRQFRVWVRIPLOOLRQDQGDGHFUHDVHLQOHJDOFRVWVRIPLOOLRQDIWHUIDYRUDEOHGHWHUPLQDWLRQRI
DSUHYLRXVO\GLVFORVHGLQWHOOHFWXDOSURSHUW\OLWLJDWLRQVXLWLQWKHIRXUWKTXDUWHURI
Year ended December 29, 2018 as compared to the year ended December 30, 2017
*HQHUDODQGDGPLQLVWUDWLYHH[SHQVHVLQFUHDVHGE\PLOOLRQRUWRPLOOLRQ RIUHYHQXH LQILVFDO
IURPPLOOLRQ RIUHYHQXH LQILVFDO7KLVLQFUHDVHLVSULPDULO\DWWULEXWDEOHWRDQLQFUHDVHRIPLOOLRQ
LQSHRSOHUHODWHGFRVWVLQFOXGLQJDGGLWLRQDOKHDGFRXQWUHODWHGWRRXUDFTXLVLWLRQVRI62'&DQG5RERSROLVLQDQG
PLOOLRQUHODWHGWRLQYHVWPHQWVLQHQWHUSULVHKDUGZDUHDQGVRIWZDUHPDLQWHQDQFHVXSSRUWDQGVHUYLFHV
Amortization of Acquired Intangible Assets
$PRUWL]DWLRQRIDFTXLUHGWHFKQRORJ\DQGUHDFTXLUHGGLVWULEXWLRQULJKWVDUHUHFRUGHGZLWKLQFRVWRIUHYHQXHZKHUHDVWKH
DPRUWL]DWLRQRIDFTXLUHGFXVWRPHUUHODWLRQVKLSVQRQFRPSHWHDJUHHPHQWVDQGWUDGHQDPHVDUHUHFRUGHGZLWKLQRSHUDWLQJ
H[SHQVHV5HDFTXLUHGGLVWULEXWLRQULJKWVDUHDPRUWL]HGRQDQDFFHOHUDWHGEDVLVZKLOHDOORWKHULQWDQJLEOHDVVHWVDUHDPRUWL]HG
RYHUWKHLUUHVSHFWLYHHVWLPDWHGXVHIXOOLYHVRQDVWUDLJKWOLQHEDVLVFRQVLVWHQWZLWKWKHSDWWHUQLQZKLFKWKHHFRQRPLFEHQHILWV
DUHEHLQJXWLOL]HG
7KHIROORZLQJWDEOHVKRZVWRWDODPRUWL]DWLRQH[SHQVHIRUILVFDO\HDUV DQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

&RVWRIUHYHQXH
2SHUDWLQJH[SHQVH
7RWDODPRUWL]DWLRQH[SHQVH



December 29,
2018








$VDSHUFHQWDJHRIUHYHQXH



December 30,
2017











$ Change
2019 vs. 2018















$ Change
2018 vs. 2017














7KHGHFUHDVHLQDPRUWL]DWLRQRIDFTXLUHGLQWDQJLEOHDVVHWVGXULQJILVFDODVFRPSDUHGWRILVFDOZDVSULPDULO\
UHODWHGWRWKHUHDFTXLUHGGLVWULEXWLRQULJKWVLQWDQJLEOHDVVHWVZKLFKDUHEHLQJDPRUWL]HGRQDQDFFHOHUDWHGEDVLV7KHLQFUHDVHLQ
DPRUWL]DWLRQRIDFTXLUHGLQWDQJLEOHDVVHWVGXULQJILVFDODVFRPSDUHGWRILVFDOZDVUHODWHGWRDFTXLUHGLQWDQJLEOH
DVVHWVIURPRXUDFTXLVLWLRQVRI62'&DQG5RERSROLVLQ
Other Income, Net
2WKHULQFRPHQHWLQFOXGHVLQWHUHVWLQFRPHLQWHUHVWH[SHQVHIRUHLJQFXUUHQF\JDLQV ORVVHV DVZHOODVJDLQV ORVVHV IURP
VWUDWHJLFLQYHVWPHQWV7KHIROORZLQJWDEOHVKRZVRWKHULQFRPHQHWIRUILVFDO\HDUVDQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

2WKHULQFRPHQHW
$VDSHUFHQWDJHRIUHYHQXH



December 29,
2018










December 30,
2017





$ Change
2019 vs. 2018

$ Change
2018 vs. 2017











2WKHULQFRPHQHWDPRXQWHGWRPLOOLRQPLOOLRQDQGPLOOLRQIRUILVFDODQGUHVSHFWLYHO\
'XULQJILVFDORWKHULQFRPHQHWLQFOXGHGDQPLOOLRQJDLQRQVDOHRIDQHTXLW\LQYHVWPHQW'XULQJILVFDORWKHU
LQFRPHQHWLQFOXGHGDPLOOLRQJDLQRQEXVLQHVVDFTXLVLWLRQUHODWHGWRRXUDFTXLVLWLRQRI62'&ZKLFKUHSUHVHQWVWKH
H[FHVVRIWKHIDLUYDOXHRIWKHQHWDVVHWVDFTXLUHGRYHUWKHSXUFKDVHSULFH



Income Tax Provision
7KHIROORZLQJWDEOHVKRZVLQFRPHWD[SURYLVLRQIRUILVFDO\HDUV DQG GROODUVLQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

,QFRPHWD[SURYLVLRQ
$VDSHUFHQWDJHRISUHWD[LQFRPH



December 30,
2017

December 29,
2018















$ Change
2019 vs. 2018





$ Change
2018 vs. 2017







Year ended December 28, 2019 as compared to the year ended December 29, 2018

2XUHIIHFWLYHLQFRPHWD[UDWHRIIRUILVFDOGLIIHUHGIURPWKHIHGHUDOVWDWXWRU\WD[UDWHRISULPDULO\GXHWR
WKHUHFRJQLWLRQRIWD[EHQHILWVUHODWHGWRVWRFNEDVHGFRPSHQVDWLRQ7KHGHFUHDVHLQWKHHIIHFWLYHLQFRPHWD[UDWHRIIRU
ILVFDODVFRPSDUHGWRIRUILVFDOLVSULPDULO\GXHWRDGLVFUHWHWD[FKDUJHDVVRFLDWHGZLWKDUHVWUXFWXULQJRIWKH
(0($EXVLQHVVDQGLPSDFWVIURPWKHUHPHDVXUHPHQWRIFHUWDLQGHIHUUHGWD[FKDUJHVLQILVFDO
Year ended December 29, 2018 as compared to the year ended December 30, 2017
:HUHFRUGHGDQLQFRPHWD[SURYLVLRQRIPLOOLRQDQGPLOOLRQIRUILVFDODQGILVFDOUHVSHFWLYHO\7KH
PLOOLRQSURYLVLRQIRUILVFDOUHVXOWHGLQDQHIIHFWLYHLQFRPHWD[UDWHRI7KHPLOOLRQSURYLVLRQIRUILVFDO
UHVXOWHGLQDQHIIHFWLYHLQFRPHWD[UDWHRI
2XUHIIHFWLYHLQFRPHWD[UDWHRIIRUILVFDOGLIIHUHGIURPWKHIHGHUDOVWDWXWRU\WD[UDWHRISULPDULO\GXHWR
WKHUHFRJQLWLRQRIWD[EHQHILWVUHODWHGWRVWRFNEDVHGFRPSHQVDWLRQSDUWLDOO\RIIVHWE\HVWLPDWHGWD[HVDVVRFLDWHGZLWKD
I
UHVWUXFWXULQJRIWKH(0($EXVLQHVVDQGWKHUHPHDVXUHPHQWRIFHUWDLQGHIHUUHGWD[FKDUJHVEDVHGRQWKHWD[UDWHDWZKLFKLW
UHYHUVHG7KHGHFUHDVHLQWKHHIIHFWLYHLQFRPHWD[UDWHRIIRUILVFDODVFRPSDUHGWRIRUILVFDOLV
SULPDULO\GXHWRWKHUHFRJQLWLRQRIEHQHILWVUHODWHGWRWKHUHGXFWLRQRIWKHIHGHUDOVWDWXWRU\WD[UDWHIURPLQILVFDOWR
LQILVFDO
Liquidity and Capital Resources
$W'HFHPEHURXUSULQFLSDOVRXUFHVRIOLTXLGLW\ZHUHFDVKDQGFDVKHTXLYDOHQWVWRWDOLQJPLOOLRQVKRUW
WHUPLQYHVWPHQWVRIPLOOLRQDQGDFFRXQWVUHFHLYDEOHRIPLOOLRQ2XUZRUNLQJFDSLWDOZKLFKUHSUHVHQWVRXUWRWDO
FXUUHQWDVVHWVOHVVWRWDOFXUUHQWOLDELOLWLHVZDVPLOOLRQDVRI'HFHPEHUFRPSDUHGWRPLOOLRQDVRI
'HFHPEHU
:HPDQXIDFWXUHDQGGLVWULEXWHRXUSURGXFWVWKURXJKFRQWUDFWPDQXIDFWXUHUVDQGWKLUGSDUW\ORJLVWLFVSURYLGHUV:H
EHOLHYHWKLVDSSURDFKJLYHVXVWKHDGYDQWDJHVRIUHODWLYHO\ORZFDSLWDOLQYHVWPHQWDQGVLJQLILFDQWIOH[LELOLW\LQVFKHGXOLQJ
SURGXFWLRQDQGPDQDJLQJLQYHQWRU\OHYHOV%\OHDVLQJRXURIILFHIDFLOLWLHVZHDOVRPLQLPL]HWKHFDVKQHHGHGIRUH[SDQVLRQ
$FFRUGLQJO\RXUFDSLWDOVSHQGLQJLVJHQHUDOO\OLPLWHGWRPDFKLQHU\DQGWRROLQJOHDVHKROGLPSURYHPHQWVEXVLQHVVDSSOLFDWLRQV
VRIWZDUHDQGFRPSXWHUDQGHTXLSPHQW,QWKHILVFDO\HDUVHQGHG'HFHPEHU'HFHPEHUDQG'HFHPEHU
ZHVSHQWPLOOLRQPLOOLRQDQGPLOOLRQUHVSHFWLYHO\RQFDSLWDOH[SHQGLWXUHV
\
2XUVWUDWHJ\IRUGHOLYHULQJFRQVXPHUSURGXFWVWRRXUGLVWULEXWRUVDQGUHWDLOFXVWRPHUVJLYHVXVWKHIOH[LELOLW\WRSURYLGH
FRQWDLQHUVKLSPHQWVGLUHFWO\IURPRXUFRQWUDFWPDQXIDFWXUHUVLQ6RXWKHUQ&KLQDDQG0DOD\VLDWRRXUFXVWRPHUVDQG
DOWHUQDWLYHO\DOORZVRXUGLVWULEXWRUVDQGFHUWDLQUHWDLOFXVWRPHUVWRWDNHSRVVHVVLRQRISURGXFWRQDGRPHVWLFEDVLV$FFRUGLQJO\
RXULQYHQWRU\FRQVLVWVRIJRRGVVKLSSHGWRRXUWKLUGSDUW\ORJLVWLFVSURYLGHUVIRUWKHIXOILOOPHQWRIGLVWULEXWRUUHWDLODQGGLUHFW
WRFRQVXPHUVDOHV2XUFRQWUDFWPDQXIDFWXUHUVDUHDOVRUHVSRQVLEOHIRUSXUFKDVLQJDQGVWRFNLQJFRPSRQHQWVUHTXLUHGIRUWKH
SURGXFWLRQRIRXUSURGXFWVDQGWKH\W\SLFDOO\LQYRLFHXVZKHQWKHILQLVKHGJRRGVDUHVKLSSHG
Cash provided by operating activities
Year ended December 28, 2019 as compared to the year ended December 29, 2018
1HWFDVKSURYLGHGE\RXURSHUDWLRQVIRUWKHILVFDO\HDUHQGHG'HFHPEHUZDVPLOOLRQRIZKLFKWKH
SULQFLSDOFRPSRQHQWVZHUHRXUQHWLQFRPHRIPLOOLRQDQGQRQFDVKFKDUJHVRIPLOOLRQSDUWLDOO\RIIVHWE\FKDQJHV
LQZRUNLQJFDSLWDO7KHFKDQJHVLQZRUNLQJFDSLWDOLQFOXGHGHFUHDVHVLQDFFRXQWVUHFHLYDEOHRIPLOOLRQDQGLQYHQWRU\RI
PLOOLRQSDUWLDOO\RIIVHWE\DGHFUHDVHLQDFFRXQWVSD\DEOHDQGDFFUXHGOLDELOLWLHVRIPLOOLRQ


Form 10-K

:HUHFRUGHGDQLQFRPHWD[SURYLVLRQRIPLOOLRQDQGPLOOLRQIRUILVFDODQGILVFDOUHVSHFWLYHO\7KH
PLOOLRQSURYLVLRQIRUILVFDOUHVXOWHGLQDQHIIHFWLYHLQFRPHWD[UDWHRI7KHPLOOLRQSURYLVLRQIRUILVFDO
UHVXOWHGLQDQHIIHFWLYHLQFRPHWD[UDWHRI

Year ended December 29, 2018 as compared to the year ended December 30, 2017
1HWFDVKSURYLGHGE\RXURSHUDWLRQVIRUWKHILVFDO\HDUHQGHG'HFHPEHUZDVPLOOLRQRIZKLFKWKH
SULQFLSDOFRPSRQHQWVZHUHRXUQHWLQFRPHRIPLOOLRQDQGQRQFDVKFKDUJHVRIPLOOLRQSDUWLDOO\RIIVHWE\FKDQJHV
LQZRUNLQJFDSLWDO7KHFKDQJHVLQZRUNLQJFDSLWDOLQFOXGHDQLQFUHDVHLQLQYHQWRU\RIPLOOLRQDQGDFFRXQWVUHFHLYDEOHRI
PLOOLRQSDUWLDOO\RIIVHWE\DQPLOOLRQLQFUHDVHLQDFFRXQWVSD\DEOHDQGDFFUXHGOLDELOLWLHVSULPDULO\GXHWRJURZWK
LQRXULQYHQWRU\
Cash used in investing activities
Year ended December 28, 2019 as compared to the year ended December 29, 2018
1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHVIRUWKHILVFDO\HDUHQGHG'HFHPEHUZDVPLOOLRQ'XULQJWKH\HDU
HQGHG'HFHPEHUZHLQYHVWHGPLOOLRQLQWKHSXUFKDVHRISURSHUW\DQGHTXLSPHQWLQFOXGLQJPDFKLQHU\DQG
WRROLQJIRUQHZSURGXFWVDVZHOODVH[SDQVLRQWRDQHZPDQXIDFWXULQJIDFLOLW\LQ0DOD\VLD,QDGGLWLRQZHPDGHVWUDWHJLF
LQYHVWPHQWVRIPLOOLRQDQGSDLGPLOOLRQIRUDEXVLQHVVDFTXLVLWLRQ7KLVZDVSDUWLDOO\RIIVHWE\SURFHHGVRI
PLOOLRQZHUHFHLYHGIURPWKHVDOHVDQGPDWXULWLHVRIPDUNHWDEOHVHFXULWLHVDQGPLOOLRQXSRQWKHVDOHRIDQHTXLW\
LQYHVWPHQW
Year ended December 29, 2018 as compared to the year ended December 30, 2017
1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHVIRUWKHILVFDO\HDUHQGHG'HFHPEHUZDVPLOOLRQ'XULQJWKH\HDU
HQGHG'HFHPEHUZHLQYHVWHGPLOOLRQLQWKHSXUFKDVHRISURSHUW\DQGHTXLSPHQWLQFOXGLQJPDFKLQHU\DQG
WRROLQJIRUQHZSURGXFWV:HDOVRSXUFKDVHGPLOOLRQRIPDUNHWDEOHVHFXULWLHVDQGPDGHVWUDWHJLFLQYHVWPHQWVRI
PLOOLRQ7KLVZDVSDUWLDOO\RIIVHWE\SURFHHGVRIPLOOLRQZHUHFHLYHGIURPWKHVDOHVDQGPDWXULWLHVRIPDUNHWDEOH
VHFXULWLHVDQGSURFHHGVIURPHTXLW\LQYHVWPHQWVRIPLOOLRQ
Cash provided by (used in) financing activities
Year ended December 28, 2019 as compared to the year ended December 29, 2018
1HWFDVKXVHGLQILQDQFLQJDFWLYLWLHVIRUWKHILVFDO\HDUHQGHG'HFHPEHUZDVPLOOLRQ'XULQJWKH\HDU
HQGHG'HFHPEHUZHUHFHLYHGPLOOLRQIURPHPSOR\HHVWRFNSODQVDQGSDLGPLOOLRQXSRQYHVWLQJRIUHVWULFWHG
VWRFNZKHUHVKDUHVZHUHUHWDLQHGE\XVWRFRYHUHPSOR\HHWD[ZLWKKROGLQJV
Year ended December 29, 2018 as compared to the year ended December 30, 2017
1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHVIRUWKHILVFDO\HDUHQGHG'HFHPEHUZDVPLOOLRQ'XULQJWKH\HDU
HQGHG'HFHPEHUZHFRPSOHWHGRXUVWRFNUHSXUFKDVHSURJUDPDQGUHSXUFKDVHGVKDUHVRIRXUFRPPRQVWRFN
IRUDQDJJUHJDWHSXUFKDVHSULFHRIPLOOLRQDQGSDLGPLOOLRQXSRQYHVWLQJRIUHVWULFWHGVWRFNZKHUHVKDUHV
ZHUHUHWDLQHGE\XVWRFRYHUHPSOR\HHWD[ZLWKKROGLQJV7KLVZDVRIIVHWE\SURFHHGVRIPLOOLRQIURPHPSOR\HHVWRFN
SODQV
Working Capital Facility
Credit Facility
,Q-XQHZHHQWHUHGLQWRDQHZDJUHHPHQWZLWK%DQNRI$PHULFD1$LQFUHDVLQJWKHDPRXQWRIRXUXQVHFXUHG
UHYROYLQJOLQHRIFUHGLWIURPPLOOLRQWRPLOOLRQDQGH[WHQGLQJWKHWHUPRIWKHFUHGLWIDFLOLW\WR-XQH$V
RI'HFHPEHUZHKDGQRRXWVWDQGLQJERUURZLQJVXQGHURXUUHYROYLQJFUHGLWIDFLOLW\7KHUHYROYLQJOLQHRIFUHGLWLV
DYDLODEOHWRIXQGZRUNLQJFDSLWDODQGRWKHUFRUSRUDWHSXUSRVHV 7KHLQWHUHVWRQORDQVXQGHUWKHFUHGLWIDFLOLW\DFFUXHVDWRXU
HOHFWLRQDWHLWKHU  /,%25SOXVDPDUJLQFXUUHQWO\HTXDOWREDVHGRQRXUUDWLRRILQGHEWHGQHVVWR$GMXVWHG(%,7'$
WKH(XURGROODU5DWH RU  WKHOHQGHU¶VEDVHUDWH7KHOHQGHU¶VEDVHUDWHLVHTXDOWRWKHKLJKHVWRI  WKHIHGHUDOIXQGVUDWH
SOXV  WKHOHQGHU¶VSULPHUDWHRU  WKH(XURGROODU5DWHSOXV,QWKHHYHQWWKDW/,%25LVGLVFRQWLQXHGDVH[SHFWHG
LQZHH[SHFWWKHLQWHUHVWUDWHVIRURXUGHEWIROORZLQJVXFKHYHQWZLOOEHEDVHGRQHLWKHUDOWHUQDWHEDVHUDWHVRUDJUHHG
XSRQUHSODFHPHQWUDWHV:KLOHZHGRQRWH[SHFWD/,%25GLVFRQWLQXDWLRQZRXOGDIIHFWRXUDELOLW\WRERUURZRUPDLQWDLQ
DOUHDG\RXWVWDQGLQJERUURZLQJVLWFRXOGUHVXOWLQKLJKHULQWHUHVWUDWHV
7KHFUHGLWIDFLOLW\FRQWDLQVFXVWRPDU\WHUPVDQGFRQGLWLRQVIRUFUHGLWIDFLOLWLHVRIWKLVW\SHLQFOXGLQJUHVWULFWLRQVRQRXU
DELOLW\WRLQFXURUJXDUDQWHHDGGLWLRQDOLQGHEWHGQHVVFUHDWHOLHQVHQWHULQWRWUDQVDFWLRQVZLWKDIILOLDWHVPDNHORDQVRU
I
LQYHVWPHQWVVHOODVVHWVSD\GLYLGHQGVRUPDNHGLVWULEXWLRQVRQRUUHSXUFKDVHRXUVWRFNDQGFRQVROLGDWHRUPHUJHZLWKRWKHU
HQWLWLHV,QDGGLWLRQZHDUHUHTXLUHGWRPHHWFHUWDLQILQDQFLDOFRYHQDQWVFXVWRPDU\ZLWKWKLVW\SHRIDJUHHPHQWLQFOXGLQJ
PDLQWDLQLQJDPD[LPXPUDWLRRILQGHEWHGQHVVWR$GMXVWHG(%,7'$DQGDPLQLPXPVSHFLILHGLQWHUHVWFRYHUDJHUDWLR
7KHFUHGLWIDFLOLW\FRQWDLQVFXVWRPDU\HYHQWVRIGHIDXOWLQFOXGLQJIRUSD\PHQWGHIDXOWVEUHDFKHVRIUHSUHVHQWDWLRQV
EUHDFKHVRIDIILUPDWLYHRUQHJDWLYHFRYHQDQWVFURVVGHIDXOWVWRRWKHUPDWHULDOLQGHEWHGQHVVEDQNUXSWF\DQGIDLOXUHWRGLVFKDUJH


FHUWDLQMXGJPHQWV,IDGHIDXOWRFFXUVDQGLVQRWFXUHGZLWKLQDQ\DSSOLFDEOHFXUHSHULRGRULVQRWZDLYHGRXUREOLJDWLRQVXQGHU
WKHFUHGLWIDFLOLW\PD\EHDFFHOHUDWHG
$VRI'HFHPEHUZHZHUHLQFRPSOLDQFHZLWKDOOFRYHQDQWVXQGHUWKHUHYROYLQJFUHGLWIDFLOLW\
Lines of Credit
:HKDYHDQXQVHFXUHGOHWWHURIFUHGLWIDFLOLW\ZLWK%DQNRI$PHULFD1$DYDLODEOHWRIXQGOHWWHUVRIFUHGLWXSWRDQ
DJJUHJDWHRXWVWDQGLQJDPRXQWRIPLOOLRQ$VRI'HFHPEHUZHKDGOHWWHUVRIFUHGLWRXWVWDQGLQJRIPLOOLRQ
XQGHURXUOHWWHURIFUHGLWIDFLOLW\
:HKDYHDQXQVHFXUHGJXDUDQWHHOLQHRIFUHGLWZLWK0L]XKR%DQN/WGDYDLODEOHWRIXQGLPSRUWWD[SD\PHQWVXSWRDQ
DJJUHJDWHRXWVWDQGLQJDPRXQWRIPLOOLRQ-DSDQHVH<HQ$VRI'HFHPEHUZHKDGQRRXWVWDQGLQJEDODQFHXQGHU
WKHJXDUDQWHHOLQHRIFUHGLW

:HFXUUHQWO\KDYHQRPDWHULDOFDVKFRPPLWPHQWVH[FHSWIRUQRUPDOUHFXUULQJWUDGHSD\DEOHVH[SHQVHDFFUXDOVFDSLWDO
H[SHQGLWXUHVDQGRSHUDWLQJOHDVHVDOORIZKLFKZHDQWLFLSDWHIXQGLQJWKURXJKZRUNLQJFDSLWDOIXQGVSURYLGHGE\RSHUDWLQJ
DFWLYLWLHVDQGRXUH[LVWLQJUHYROYLQJFUHGLWIDFLOLW\:HEHOLHYHRXURXWVRXUFHGDSSURDFKWRPDQXIDFWXULQJSURYLGHVXVZLWK
IOH[LELOLW\LQERWKPDQDJLQJLQYHQWRU\OHYHOVDQGILQDQFLQJRXULQYHQWRU\:HEHOLHYHRXUH[LVWLQJFDVKDQGFDVKHTXLYDOHQWV
VKRUWWHUPLQYHVWPHQWVFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHVDQGIXQGVDYDLODEOHWKURXJKRXUUHYROYLQJOLQHRIFUHGLWZLOOEH
VXIILFLHQWWRPHHWRXUZRUNLQJFDSLWDODQGFDSLWDOH[SHQGLWXUHQHHGVRYHUDWOHDVWWKHQH[WWZHOYHPRQWKV,QWKHHYHQWWKDWRXU
UHYHQXHSODQGRHVQRWPHHWRXUH[SHFWDWLRQVZHPD\HOLPLQDWHRUFXUWDLOH[SHQGLWXUHVWRPLWLJDWHWKHLPSDFWRQRXUZRUNLQJ
FDSLWDO2XUIXWXUHFDSLWDOUHTXLUHPHQWVZLOOGHSHQGRQPDQ\IDFWRUVLQFOXGLQJRXUUDWHRIUHYHQXHJURZWKWKHH[SDQVLRQRI
RXUPDUNHWLQJDQGVDOHVDFWLYLWLHVWKHWLPLQJDQGH[WHQWRIVSHQGLQJWRVXSSRUWSURGXFWGHYHORSPHQWHIIRUWVWKHWLPLQJRI
I
LQWURGXFWLRQVRIQHZSURGXFWVDQGHQKDQFHPHQWVWRH[LVWLQJSURGXFWVWKHDFTXLVLWLRQRIQHZFDSDELOLWLHVRUWHFKQRORJLHVDQG
WKHFRQWLQXLQJPDUNHWDFFHSWDQFHRIRXUSURGXFWVDQGVHUYLFHV0RUHRYHUWRWKHH[WHQWWKDWH[LVWLQJFDVKDQGFDVKHTXLYDOHQWV
VKRUWWHUPLQYHVWPHQWVFDVKIURPRSHUDWLRQVDQGFDVKIURPVKRUWWHUPERUURZLQJDUHLQVXIILFLHQWWRIXQGRXUIXWXUHDFWLYLWLHV
I
ZHPD\QHHGWRUDLVHDGGLWLRQDOIXQGVWKURXJKSXEOLFRUSULYDWHHTXLW\RUGHEWILQDQFLQJ $VSDUWRIRXUEXVLQHVVVWUDWHJ\ZH
PD\FRQVLGHUDGGLWLRQDODFTXLVLWLRQVRIFRPSDQLHVWHFKQRORJLHVDQGSURGXFWVZKLFKFRXOGDOVRUHTXLUHXVWRVHHNDGGLWLRQDO
HTXLW\RUGHEWILQDQFLQJ$GGLWLRQDOIXQGVPD\QRWEHDYDLODEOHRQWHUPVIDYRUDEOHWRXVRUDWDOO
Contractual Obligations
:HJHQHUDOO\GRQRWHQWHULQWRELQGLQJSXUFKDVHFRPPLWPHQWV2XUSULQFLSDOFRPPLWPHQWVFRQVLVWRIREOLJDWLRQVXQGHU
RXUFUHGLWIDFLOLW\OHDVHVIRURIILFHVSDFHDQGPLQLPXPFRQWUDFWXDOREOLJDWLRQV2WKHUREOLJDWLRQVFRQVLVWSULPDULO\RI
VXEVFULSWLRQVHUYLFHV7KHIROORZLQJWDEOHGHVFULEHVRXUFRPPLWPHQWVWRVHWWOHFRQWUDFWXDOREOLJDWLRQVLQFDVKDVRI
'HFHPEHU LQWKRXVDQGV 
Payments Due by Period
Less Than
1 Year

2SHUDWLQJOHDVHV





1 to 3
Years





3 to 5
Years



More Than
5 Years







Total





0LQLPXPFRQWUDFWXDOSD\PHQWV





²

²



2WKHUREOLJDWLRQV







²



7RWDO





















$W'HFHPEHUZHKDGRXWVWDQGLQJSXUFKDVHRUGHUVDJJUHJDWLQJDSSUR[LPDWHO\PLOOLRQ7KHSXUFKDVH
RUGHUVWKHPDMRULW\RIZKLFKDUHZLWKRXUFRQWUDFWPDQXIDFWXUHUVIRUWKHSXUFKDVHRILQYHQWRU\LQWKHQRUPDOFRXUVHRI
EXVLQHVVDUHIRUPDQXIDFWXULQJDQGQRQPDQXIDFWXULQJUHODWHGJRRGVDQGVHUYLFHVDQGDUHJHQHUDOO\FDQFHODEOHZLWKRXW
SHQDOW\,QFLUFXPVWDQFHVZKHUHZHGHWHUPLQHWKDWZHKDYHILQDQFLDOH[SRVXUHDVVRFLDWHGZLWKDQ\RIWKHVHFRPPLWPHQWVZH
UHFRUGDOLDELOLW\LQWKHSHULRGLQZKLFKWKDWH[SRVXUHLVLGHQWLILHG
Off-Balance Sheet Arrangements
$VRI'HFHPEHUZHKDGQRRIIEDODQFHVKHHWDUUDQJHPHQWVDVGHILQHGLQ,WHP D  RI5HJXODWLRQ6.
Recently Adopted Accounting Pronouncements
6HH1RWHWRWKHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVIRUDGHVFULSWLRQRIUHFHQWO\DGRSWHGDFFRXQWLQJ
VWDQGDUGV
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Working Capital and Capital Expenditure Needs

Recently Issued Accounting Pronouncements
6HH1RWHWRWKHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVIRUDGHVFULSWLRQRIFHUWDLQUHFHQWO\LVVXHGDFFRXQWLQJ
VWDQGDUGVZKLFKPD\LPSDFWRXUILQDQFLDOVWDWHPHQWVLQIXWXUHUHSRUWLQJSHULRGV
ITEM 7A.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Exchange Rate Sensitivity
2XULQWHUQDWLRQDOUHYHQXHDQGH[SHQVHVDUHGHQRPLQDWHGLQPXOWLSOHFXUUHQFLHVLQFOXGLQJ%ULWLVK3RXQGV&DQDGLDQ
'ROODUV&KLQHVH5HQPLQEL(XURVDQG-DSDQHVH<HQ$VVXFKZHKDYHH[SRVXUHWRDGYHUVHFKDQJHVLQH[FKDQJHUDWHV
DVVRFLDWHGZLWKWKHUHYHQXHDQGRSHUDWLQJH[SHQVHVRIRXUIRUHLJQRSHUDWLRQV $Q\IOXFWXDWLRQVLQRWKHUFXUUHQFLHVZLOOKDYH
PLQLPDOGLUHFWLPSDFWRQRXULQWHUQDWLRQDOUHYHQXH
,QDGGLWLRQWRLQWHUQDWLRQDOEXVLQHVVFRQGXFWHGLQIRUHLJQFXUUHQFLHVZHKDYHLQWHUQDWLRQDOUHYHQXHGHQRPLQDWHGLQ86
GROODUV$VWKH86GROODUVWUHQJWKHQVRUZHDNHQVDJDLQVWRWKHUFXUUHQFLHVRXULQWHUQDWLRQDOGLVWULEXWRUVPD\EHLPSDFWHG
ZKLFKFRXOGDIIHFWWKHLUSURILWDELOLW\DQGRXUDELOLW\WRPDLQWDLQFXUUHQWSULFLQJOHYHOVRQRXULQWHUQDWLRQDOFRQVXPHUSURGXFWV
:HUHJXODUO\PRQLWRUWKHIRUHFDVWRIQRQ86GROODUUHYHQXHDQGH[SHQVHVDQGWKHOHYHORIQRQ86GROODUPRQHWDU\
DVVHWDQGOLDELOLW\EDODQFHVWRGHWHUPLQHLIDQ\DFWLRQVLQFOXGLQJSRVVLEO\HQWHULQJLQWRIRUHLJQFXUUHQF\FRQWUDFWVVKRXOGEH
WDNHQWRPLQLPL]HWKHLPSDFWRIIOXFWXDWLQJH[FKDQJHUDWHVRQRXUUHVXOWVRIRSHUDWLRQV3HULRGLFDOO\ZHHQWHULQWRIRUZDUG
\
H[FKDQJHFRQWUDFWVWRKHGJHDJDLQVWIRUHLJQFXUUHQF\IOXFWXDWLRQV 7KHVHFRQWUDFWVPD\RUPD\QRWEHGHVLJQDWHGDVFDVKIORZ
KHGJHVIRUDFFRXQWLQJSXUSRVHV:HXVHFDVKIORZKHGJHVSULPDULO\WRUHGXFHWKHHIIHFWVRIIRUHLJQH[FKDQJHUDWHFKDQJHVRQ
VDOHVLQ(XURVDQG-DSDQHVH<HQ$W'HFHPEHUDQG'HFHPEHUZHKDGRXWVWDQGLQJFDVKIORZKHGJHVZLWKD
WRWDOQRWLRQDOYDOXHRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
:HDOVRHQWHULQWRHFRQRPLFKHGJHVWKDWDUHQRWGHVLJQDWHGDVKHGJHVIURPDQDFFRXQWLQJVWDQGSRLQWWRUHGXFHRU
HOLPLQDWHWKHHIIHFWVRIIRUHLJQH[FKDQJHUDWHFKDQJHVW\SLFDOO\UHODWHGWRVKRUWWHUPWUDGHUHFHLYDEOHVDQGSD\DEOHV7KHVH
FRQWUDFWVKDYHPDWXULWLHVRIWHQPRQWKVRUOHVV$W'HFHPEHUDQG'HFHPEHUZHKDGRXWVWDQGLQJHFRQRPLF
KHGJHVZLWKDWRWDOQRWLRQDOYDOXHRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
$W'HFHPEHUDVVXPLQJDOORWKHUYDULDEOHVDUHFRQVWDQWLIWKH86'ROODUZHDNHQHGRUVWUHQJWKHQHGE\
WKHIDLUPDUNHWYDOXHRIRXUIRUHLJQFXUUHQF\FRQWUDFWVZRXOGLQFUHDVHRUGHFUHDVHE\DSSUR[LPDWHO\PLOOLRQ
Interest Rate Sensitivity
$W'HFHPEHUZHKDGXQUHVWULFWHGFDVKDQGFDVKHTXLYDOHQWVRIPLOOLRQDQGVKRUWWHUPLQYHVWPHQWVRI
PLOOLRQ7KHXQUHVWULFWHGFDVKDQGFDVKHTXLYDOHQWVDUHKHOGIRUZRUNLQJFDSLWDOSXUSRVHV:HGRQRWHQWHULQWR
LQYHVWPHQWVIRUWUDGLQJRUVSHFXODWLYHSXUSRVHV6RPHRIWKHVHFXULWLHVLQZKLFKZHLQYHVWKRZHYHUPD\EHVXEMHFWWRPDUNHW
ULVN7KLVPHDQVDFKDQJHLQSUHYDLOLQJLQWHUHVWUDWHVPD\FDXVHWKHIDLUPDUNHWYDOXHRIWKHLQYHVWPHQWWRIOXFWXDWH7R
PLQLPL]HWKLVULVNLQWKHIXWXUHZHLQWHQGWRPDLQWDLQRXUSRUWIROLRRIFDVKHTXLYDOHQWVLQDYDULHW\RIVHFXULWLHVFRPPHUFLDO
SDSHUPRQH\PDUNHWIXQGVGHEWVHFXULWLHVDQGFHUWLILFDWHVRIGHSRVLW'XHWRWKHVKRUWWHUPQDWXUHRIWKHVHLQYHVWPHQWVZH
EHOLHYHZHGRQRWKDYHDQ\PDWHULDOH[SRVXUHWRFKDQJHVLQWKHIDLUYDOXHRIRXULQYHVWPHQWSRUWIROLRDVDUHVXOWRIFKDQJHVLQ
LQWHUHVWUDWHV$VRI'HFHPEHUDOORIRXUFDVKDQGFDVKHTXLYDOHQWVZHUHKHOGLQGHPDQGGHSRVLWVDQGPRQH\PDUNHW
IXQGV
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&RQVROLGDWHG6WDWHPHQWVRI&RPSUHKHQVLYH,QFRPHIRUWKH<HDUVHQGHG'HFHPEHU'HFHPEHU
DQG'HFHPEHU
&RQVROLGDWHG6WDWHPHQWVRI6WRFNKROGHUV¶(TXLW\IRUWKH<HDUVHQGHG'HFHPEHU'HFHPEHU
DQG'HFHPEHU

Report of Independent Registered Public Accounting Firm
7R WKH%RDUGRI'LUHFWRUVDQG6WRFNKROGHUVRI
L5RERW&RUSRUDWLRQ
Opinions on the Financial Statements and Internal Control over Financial Reporting
:HKDYHDXGLWHGWKHDFFRPSDQ\LQJFRQVROLGDWHGEDODQFHVKHHWVRIL5RERW&RUSRUDWLRQDQGLWVVXEVLGLDULHV WKH&RPSDQ\ DV
RI'HFHPEHUDQG'HFHPEHUDQGWKHUHODWHGFRQVROLGDWHGVWDWHPHQWVRILQFRPHFRPSUHKHQVLYHLQFRPH
VWRFNKROGHUV¶HTXLW\DQGFDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG'HFHPEHULQFOXGLQJWKHUHODWHG
QRWHV FROOHFWLYHO\UHIHUUHGWRDVWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV :HDOVRKDYHDXGLWHGWKH&RPSDQ\ VLQWHUQDOFRQWURO
RYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQFULWHULDHVWDEOLVKHGLQ Internal Control - Integrated
Framework
k  LVVXHGE\WKH&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ &262 
,QRXURSLQLRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVUHIHUUHGWRDERYHSUHVHQWIDLUO\LQDOOPDWHULDOUHVSHFWVWKHILQDQFLDO
\
SRVLWLRQRIWKH&RPSDQ\DVRI'HFHPEHUDQG'HFHPEHUDQGWKHUHVXOWVRILWVRSHUDWLRQVDQGLWVFDVKIORZV
IRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG'HFHPEHULQFRQIRUPLW\ZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHG
LQWKH8QLWHG6WDWHVRI$PHULFD$OVRLQRXURSLQLRQWKH&RPSDQ\PDLQWDLQHGLQDOOPDWHULDOUHVSHFWVHIIHFWLYHLQWHUQDO
FRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQFULWHULDHVWDEOLVKHGLQ Internal Control - Integrated
Framework
k  LVVXHGE\WKH&262
Change in Accounting Principle
$VGLVFXVVHGLQ1RWHWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWKH&RPSDQ\FKDQJHGWKHPDQQHULQZKLFKLWDFFRXQWVIRU
OHDVHVLQ
Basis for Opinions
7KH&RPSDQ\ VPDQDJHPHQWLVUHVSRQVLEOHIRUWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVIRUPDLQWDLQLQJHIIHFWLYHLQWHUQDO
I
FRQWURORYHUILQDQFLDOUHSRUWLQJDQGIRULWVDVVHVVPHQWRIWKHHIIHFWLYHQHVVRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHG
I
LQ0DQDJHPHQW V5HSRUWRQ,QWHUQDO&RQWURO2YHU)LQDQFLDO5HSRUWLQJDSSHDULQJXQGHU,WHP$2XUUHVSRQVLELOLW\LVWR
H[SUHVVRSLQLRQVRQWKH&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQGRQWKH&RPSDQ\ VLQWHUQDOFRQWURORYHUILQDQFLDO
UHSRUWLQJEDVHGRQRXUDXGLWV:HDUHDSXEOLFDFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW
%RDUG 8QLWHG6WDWHV  3&$2% DQGDUHUHTXLUHGWREHLQGHSHQGHQWZLWKUHVSHFWWRWKH&RPSDQ\LQDFFRUGDQFHZLWKWKH86
IHGHUDOVHFXULWLHVODZVDQGWKHDSSOLFDEOHUXOHVDQGUHJXODWLRQVRIWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQDQGWKH3&$2%
:HFRQGXFWHGRXUDXGLWVLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQGSHUIRUPWKH
DXGLWVWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHIUHHRIPDWHULDOPLVVWDWHPHQW
ZKHWKHUGXHWRHUURURUIUDXGDQGZKHWKHUHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJZDVPDLQWDLQHGLQDOOPDWHULDO
UHVSHFWV
2XUDXGLWVRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFOXGHGSHUIRUPLQJSURFHGXUHVWRDVVHVVWKHULVNVRIPDWHULDOPLVVWDWHPHQW
RIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVZKHWKHUGXHWRHUURURUIUDXGDQGSHUIRUPLQJSURFHGXUHVWKDWUHVSRQGWRWKRVHULVNV
6XFKSURFHGXUHVLQFOXGHGH[DPLQLQJRQDWHVWEDVLVHYLGHQFHUHJDUGLQJWKHDPRXQWVDQGGLVFORVXUHVLQWKHFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWV2XUDXGLWVDOVRLQFOXGHGHYDOXDWLQJWKHDFFRXQWLQJSULQFLSOHVXVHGDQGVLJQLILFDQWHVWLPDWHVPDGHE\
PDQDJHPHQWDVZHOODVHYDOXDWLQJWKHRYHUDOOSUHVHQWDWLRQRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV2XUDXGLWRILQWHUQDO
FRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHGREWDLQLQJDQXQGHUVWDQGLQJRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVVHVVLQJWKH
ULVNWKDWDPDWHULDOZHDNQHVVH[LVWVDQGWHVWLQJDQGHYDOXDWLQJWKHGHVLJQDQGRSHUDWLQJHIIHFWLYHQHVVRILQWHUQDOFRQWUROEDVHG
I
RQWKHDVVHVVHGULVN2XUDXGLWVDOVRLQFOXGHGSHUIRUPLQJVXFKRWKHUSURFHGXUHVDVZHFRQVLGHUHGQHFHVVDU\LQWKH
FLUFXPVWDQFHV:HEHOLHYHWKDWRXUDXGLWVSURYLGHDUHDVRQDEOHEDVLVIRURXURSLQLRQV
Definition and Limitations of Internal Control over Financial Reporting
$FRPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLVDSURFHVVGHVLJQHGWRSURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJWKH
UHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQGWKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQDFFRUGDQFHZLWKJHQHUDOO\
DFFHSWHGDFFRXQWLQJSULQFLSOHV$FRPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHVWKRVHSROLFLHVDQGSURFHGXUHV
WKDW L SHUWDLQWRWKHPDLQWHQDQFHRIUHFRUGVWKDWLQUHDVRQDEOHGHWDLODFFXUDWHO\DQGIDLUO\UHIOHFWWKHWUDQVDFWLRQVDQG
GLVSRVLWLRQVRIWKHDVVHWVRIWKHFRPSDQ\ LL SURYLGHUHDVRQDEOHDVVXUDQFHWKDWWUDQVDFWLRQVDUHUHFRUGHGDVQHFHVVDU\WR
SHUPLWSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQDFFRUGDQFHZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHVDQGWKDWUHFHLSWVDQG


H[SHQGLWXUHVRIWKHFRPSDQ\DUHEHLQJPDGHRQO\LQDFFRUGDQFHZLWKDXWKRUL]DWLRQVRIPDQDJHPHQWDQGGLUHFWRUVRIWKH
FRPSDQ\DQG LLL SURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJSUHYHQWLRQRUWLPHO\GHWHFWLRQRIXQDXWKRUL]HGDFTXLVLWLRQXVHRU
GLVSRVLWLRQRIWKHFRPSDQ\¶VDVVHWVWKDWFRXOGKDYHDPDWHULDOHIIHFWRQWKHILQDQFLDOVWDWHPHQWV
%HFDXVHRILWVLQKHUHQWOLPLWDWLRQVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJPD\QRWSUHYHQWRUGHWHFWPLVVWDWHPHQWV$OVR
SURMHFWLRQVRIDQ\HYDOXDWLRQRIHIIHFWLYHQHVVWRIXWXUHSHULRGVDUHVXEMHFWWRWKHULVNWKDWFRQWUROVPD\EHFRPHLQDGHTXDWH
EHFDXVHRIFKDQJHVLQFRQGLWLRQVRUWKDWWKHGHJUHHRIFRPSOLDQFHZLWKWKHSROLFLHVRUSURFHGXUHVPD\GHWHULRUDWH
Critical Audit Matters

Allowance for Product Returns
$VGHVFULEHGLQ1RWHVDQGWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWKH&RPSDQ\UHFRUGVDQDOORZDQFHIRUSURGXFWUHWXUQV
EDVHGRQVSHFLILFWHUPVDQGFRQGLWLRQVLQFOXGHGLQWKHFXVWRPHUDJUHHPHQWVKLVWRULFDOH[SHULHQFHDQGPDQDJHPHQW¶V
H[SHFWDWLRQRIIXWXUHUHWXUQV7KH&RPSDQ\SURYLGHVOLPLWHGULJKWVRIUHWXUQVIRUGLUHFWWRFRQVXPHUVDOHVJHQHUDWHGWKURXJKLWV
RQOLQHVWRUHVDQGFHUWDLQUHVHOOHUVDQGGLVWULEXWRUV5HWXUQVDQGFUHGLWVDUHHVWLPDWHGDWFRQWUDFWLQFHSWLRQDQGXSGDWHGDWWKH
HQGRIHDFKUHSRUWLQJSHULRGDVDGGLWLRQDOLQIRUPDWLRQEHFRPHVDYDLODEOH$VRI'HFHPEHUWKH&RPSDQ\KDGUHVHUYHV
IRUSURGXFWUHWXUQVRIPLOOLRQ
7KHSULQFLSDOFRQVLGHUDWLRQVIRURXUGHWHUPLQDWLRQWKDWSHUIRUPLQJSURFHGXUHVUHODWLQJWRWKHDOORZDQFHIRUSURGXFWUHWXUQVLVD
FULWLFDODXGLWPDWWHUDUHWKHUHZDVVLJQLILFDQWMXGJPHQWE\PDQDJHPHQWLQGHYHORSLQJWKHDOORZDQFHIRUSURGXFWUHWXUQV
LQFOXGLQJPDQDJHPHQW¶VH[SHFWDWLRQRIIXWXUHUHWXUQV 7KLVLQWXUQOHGWRDKLJKGHJUHHRIDXGLWRUMXGJPHQWVXEMHFWLYLW\DQG
HIIRUWLQSHUIRUPLQJSURFHGXUHVDQGHYDOXDWLQJDXGLWHYLGHQFHUHODWHGWRWKHDOORZDQFHIRUSURGXFWUHWXUQVLQFOXGLQJ
PDQDJHPHQW¶VH[SHFWDWLRQRIIXWXUHUHWXUQV
$GGUHVVLQJWKHPDWWHULQYROYHGSHUIRUPLQJSURFHGXUHVDQGHYDOXDWLQJDXGLWHYLGHQFHLQFRQQHFWLRQZLWKIRUPLQJRXURYHUDOO
RSLQLRQRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV7KHVHSURFHGXUHVLQFOXGHGWHVWLQJWKHHIIHFWLYHQHVVRIFRQWUROVUHODWLQJWRWKH
UHYHQXHUHFRJQLWLRQSURFHVVLQFOXGLQJWKHHVWLPDWLRQRIWKHDOORZDQFHIRUSURGXFWUHWXUQV 7KHVHSURFHGXUHVDOVRLQFOXGHG
DPRQJRWKHUV L WHVWLQJPDQDJHPHQW¶VSURFHVVIRUGHYHORSLQJWKHDOORZDQFHIRUSURGXFWUHWXUQV LL WHVWLQJWKHFRPSOHWHQHVV
DQGDFFXUDF\RIWKHXQGHUO\LQJKLVWRULFDOVDOHVDQGUHWXUQVGDWDXVHGE\PDQDJHPHQWWRGHYHORSWKHDOORZDQFHIRUSURGXFW
UHWXUQVDQG LLL HYDOXDWLQJWKHUHDVRQDEOHQHVVRIKLVWRULFDOUHWXUQVH[SHULHQFHE\FXVWRPHUE\SURGXFWOLQHDQGPDQDJHPHQW¶V
H[SHFWDWLRQRIIXWXUHUHWXUQV

V3ULFHZDWHUKRXVH&RRSHUV//3
%RVWRQ0DVVDFKXVHWWV
)HEUXDU\
:HKDYHVHUYHGDVWKH&RPSDQ\¶VDXGLWRUVLQFH
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7KHFULWLFDODXGLWPDWWHUFRPPXQLFDWHGEHORZLVDPDWWHUDULVLQJIURPWKHFXUUHQWSHULRGDXGLWRIWKHFRQVROLGDWHGILQDQFLDO
VWDWHPHQWVWKDWZDVFRPPXQLFDWHGRUUHTXLUHGWREHFRPPXQLFDWHGWRWKHDXGLWFRPPLWWHHDQGWKDW L UHODWHVWRDFFRXQWVRU
GLVFORVXUHVWKDWDUHPDWHULDOWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQG LL LQYROYHGRXUHVSHFLDOO\FKDOOHQJLQJVXEMHFWLYHRU
FRPSOH[MXGJPHQWV7KHFRPPXQLFDWLRQRIFULWLFDODXGLWPDWWHUVGRHVQRWDOWHULQDQ\ZD\RXURSLQLRQRQWKHFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWVWDNHQDVDZKROHDQGZHDUHQRWE\FRPPXQLFDWLQJWKHFULWLFDODXGLWPDWWHUEHORZSURYLGLQJDVHSDUDWH
Z
RSLQLRQRQWKHFULWLFDODXGLWPDWWHURURQWKHDFFRXQWVRUGLVFORVXUHVWRZKLFKLWUHODWHV

iROBOT CORPORATION
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)
December 28,
2019

December 29,
2018

ASSETS
&XUUHQWDVVHWV
&DVKDQGFDVKHTXLYDOHQWV
6KRUWWHUPLQYHVWPHQWV









$FFRXQWVUHFHLYDEOHQHW
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2WKHUFXUUHQWDVVHWV
7RWDOFXUUHQWDVVHWV
3URSHUW\DQGHTXLSPHQWQHW
2SHUDWLQJOHDVHULJKWRIXVHDVVHWV
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'HIHUUHGWD[DVVHWV
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LIABILITIES AND STOCKHOLDERS’ EQUITY
&XUUHQWOLDELOLWLHV
$FFRXQWVSD\DEOH
$FFUXHGH[SHQVHV
'HIHUUHGUHYHQXHDQGFXVWRPHUDGYDQFHV
7RWDOFXUUHQWOLDELOLWLHV
2SHUDWLQJOHDVHOLDELOLWLHV
'HIHUUHGWD[OLDELOLWLHV
2WKHUORQJWHUPOLDELOLWLHV
7RWDOORQJWHUPOLDELOLWLHV
7RWDOOLDELOLWLHV
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&RPPLWPHQWVDQGFRQWLQJHQFLHV 1RWH
3UHIHUUHGVWRFNVKDUHVDXWKRUL]HGDQGQRQHRXWVWDQGLQJ
&RPPRQVWRFNSDUYDOXHVKDUHVDXWKRUL]HGDQGVKDUHV
LVVXHGDQGRXWVWDQGLQJUHVSHFWLYHO\
$GGLWLRQDOSDLGLQFDSLWDO
5HWDLQHGHDUQLQJV
$FFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPH ORVV
7RWDOVWRFNKROGHUV¶HTXLW\
7RWDOOLDELOLWLHVDQGVWRFNKROGHUV¶HTXLW\



6HHDFFRPSDQ\LQJ1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV









iROBOT CORPORATION
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share amounts)
Fiscal Year Ended
December 28,
2019

5HYHQXH



&RVWRIUHYHQXH
&RVWRISURGXFWUHYHQXH



December 29,
2018





December 30,
2017












































2SHUDWLQJLQFRPH










2WKHULQFRPHQHW







,QFRPHEHIRUHLQFRPHWD[HV
,QFRPHWD[H[SHQVH







7RWDOFRVWRIUHYHQXH
*URVVSURILW
2SHUDWLQJH[SHQVHV
5HVHDUFKDQGGHYHORSPHQW
6HOOLQJDQGPDUNHWLQJ
*HQHUDODQGDGPLQLVWUDWLYH
$PRUWL]DWLRQRIDFTXLUHGLQWDQJLEOHDVVHWV
7RWDORSHUDWLQJH[SHQVHV

1HWLQFRPH
1HWLQFRPHSHUVKDUH
%DVLF
'LOXWHG








































1XPEHURIVKDUHVXVHGLQSHUVKDUHFDOFXODWLRQV
%DVLF







'LOXWHG







6HHDFFRPSDQ\LQJ1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
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$PRUWL]DWLRQRIDFTXLUHGLQWDQJLEOHDVVHWV

iROBOT CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)
Fiscal Year Ended
December 28,
2019

1HWLQFRPH
2WKHUFRPSUHKHQVLYHLQFRPH ORVV 



1HWIRUHLJQFXUUHQF\WUDQVODWLRQDGMXVWPHQWV
1HWXQUHDOL]HGJDLQV ORVVHV RQFDVKIORZKHGJHVQHWRIWD[
1HWJDLQVRQFDVKIORZKHGJHUHFODVVLILHGLQWRHDUQLQJVQHWRIWD[
1HWXQUHDOL]HGJDLQV ORVVHV RQPDUNHWDEOHVHFXULWLHVQHWRIWD[
7RWDOFRPSUHKHQVLYHLQFRPH






















6HHDFFRPSDQ\LQJ1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



December 29,
2018






December 30,
2017













iROBOT CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands)

Additional
Paid-In
Capital

Common Stock
Shares
Balance at December 31, 2016

Value



,VVXDQFHRIFRPPRQVWRFNXQGHUHPSOR\HHVWRFNSODQV
&RQYHUVLRQRIGHIHUUHGFRPSHQVDWLRQ

6WRFNZLWKKHOGWRFRYHUWD[ZLWKKROGLQJVUHTXLUHPHQWVXSRQ
UHVWULFWHGVWRFNYHVWLQJ







 









²

²

²







²











Stockholders’
Equity



6WRFNEDVHGFRPSHQVDWLRQ



Accumulated
Other
Comprehensive
Income (Loss)






2WKHUFRPSUHKHQVLYHLQFRPH



'LUHFWRUV GHIHUUHGFRPSHQVDWLRQ





&XPXODWLYHHIIHFWRIDFKDQJHLQDFFRXQWLQJSULQFLSOHUHODWHG
WRVWRFNEDVHGFRPSHQVDWLRQ





1HWLQFRPH
Balance at December 30, 2017












 

,VVXDQFHRIFRPPRQVWRFNXQGHUHPSOR\HHVWRFNSODQV







9HVWLQJRIUHVWULFWHGVWRFNXQLWV







²





6WRFNEDVHGFRPSHQVDWLRQ
6WRFNZLWKKHOGWRFRYHUWD[ZLWKKROGLQJVUHTXLUHPHQWVXSRQ
UHVWULFWHGVWRFNYHVWLQJ



²



















2WKHUFRPSUHKHQVLYHORVV





'LUHFWRUV GHIHUUHGFRPSHQVDWLRQ





&XPXODWLYHHIIHFWRIDFKDQJHLQDFFRXQWLQJSULQFLSOHUHODWHG
WRDGRSWLRQRI$6&
6WRFNUHSXUFKDVHV












 



1HWLQFRPH



Balance at December 29, 2018




















,VVXDQFHRIFRPPRQVWRFNXQGHUHPSOR\HHVWRFNSODQV







9HVWLQJRIUHVWULFWHGVWRFNXQLWV







²









6WRFNEDVHGFRPSHQVDWLRQ
6WRFNZLWKKHOGWRFRYHUWD[ZLWKKROGLQJVUHTXLUHPHQWVXSRQ
UHVWULFWHGVWRFNYHVWLQJ







2WKHUFRPSUHKHQVLYHLQFRPH



'LUHFWRUV GHIHUUHGFRPSHQVDWLRQ



1HWLQFRPH
Balance at December 28, 2019











 





6HHDFFRPSDQ\LQJ1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
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9HVWLQJRIUHVWULFWHGVWRFNXQLWV



Retained
Earnings

iROBOT CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
Fiscal Year Ended
December 28,
2019

December 30,
2017

December 29,
2018

Cash flows from operating activities:
1HWLQFRPH













$GMXVWPHQWVWRUHFRQFLOHQHWLQFRPHWRQHWFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHVQHWRIWKH
HIIHFWVRIDFTXLVLWLRQV
'HSUHFLDWLRQDQGDPRUWL]DWLRQ
*DLQRQVDOHRIHTXLW\LQYHVWPHQW







²

²

²

²





*DLQRQEXVLQHVVDFTXLVLWLRQ
6WRFNEDVHGFRPSHQVDWLRQ







'HIHUUHGLQFRPHWD[HVQHW














2WKHU
&KDQJHVLQRSHUDWLQJDVVHWVDQGOLDELOLWLHV² XVH VRXUFH
$FFRXQWVUHFHLYDEOH





,QYHQWRU\







2WKHUDVVHWV

























$FFRXQWVSD\DEOH
$FFUXHGH[SHQVHVDQGRWKHUOLDELOLWLHV
1HWFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHV
Cash flows from investing activities:
$GGLWLRQVRISURSHUW\DQGHTXLSPHQW







&KDQJHLQRWKHUDVVHWV







3URFHHGVIURPVDOHRIHTXLW\LQYHVWPHQWV







&DVKSDLGIRUEXVLQHVVDFTXLVLWLRQVQHWRIFDVKDFTXLUHG



²




3XUFKDVHVRILQYHVWPHQWV

²



6DOHVDQGPDWXULWLHVRILQYHVWPHQWV







1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHV







3URFHHGVIURPHPSOR\HHVWRFNSODQV







,QFRPHWD[ZLWKKROGLQJSD\PHQWDVVRFLDWHGZLWKUHVWULFWHGVWRFNYHVWLQJ







²



²







Cash flows from financing activities:

6WRFNUHSXUFKDVHV
1HWFDVK XVHGLQ SURYLGHGE\ILQDQFLQJDFWLYLWLHV
(IIHFWRIH[FKDQJHUDWHFKDQJHVRQFDVKDQGFDVKHTXLYDOHQWV
1HWLQFUHDVH GHFUHDVH LQFDVKDQGFDVKHTXLYDOHQWV
&DVKDQGFDVKHTXLYDOHQWVDWEHJLQQLQJRISHULRG















&DVKDQGFDVKHTXLYDOHQWVDWHQGRISHULRG





























Supplemental disclosure of cash flow information
&DVKSDLGIRULQFRPHWD[HV

6HHDFFRPSDQ\LQJ1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



iROBOT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1.

Nature of the Business

L5RERW&RUSRUDWLRQ L5RERWRUWKH&RPSDQ\ GHVLJQVDQGEXLOGVURERWVWKDWHPSRZHUSHRSOHWRGRPRUH 7KH
&RPSDQ\GHYHORSVURERWLFWHFKQRORJ\DQGDSSOLHVLWWRSURGXFHDQGPDUNHWFRQVXPHUURERWV7KH&RPSDQ\¶VUHYHQXHLV
SULPDULO\JHQHUDWHGIURPSURGXFWVDOHVWKURXJKGLVWULEXWRUDQGUHWDLOVDOHVFKDQQHOVDVZHOODVLWVRQOLQHVWRUHV
2.

Summary of Significant Accounting Policies

7KHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFOXGHWKRVHRIL5RERWDQGLWVVXEVLGLDULHVDIWHUHOLPLQDWLRQRIDOO
LQWHUFRPSDQ\EDODQFHVDQGWUDQVDFWLRQVL5RERWKDVSUHSDUHGWKHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\
ZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFD *$$3 ,QDGGLWLRQFHUWDLQSULRU\HDU
DPRXQWVKDYHEHHQUHFODVVLILHGWRFRQIRUPWRWKHFXUUHQW\HDUSUHVHQWDWLRQ
)RUWKH&RPSDQ\ VVXEVLGLDULHVWKDWWUDQVDFWLQDIXQFWLRQDOFXUUHQF\RWKHUWKDQWKH86GROODUDVVHWVDQGOLDELOLWLHVDUH
WUDQVODWHGLQWR86GROODUVDWSHULRGHQGIRUHLJQH[FKDQJHUDWHV5HYHQXHVDQGH[SHQVHVDUHWUDQVODWHGLQWR86GROODUVDWWKH
DYHUDJHIRUHLJQH[FKDQJHUDWHVIRUWKHSHULRG7UDQVODWLRQDGMXVWPHQWVDUHH[FOXGHGIURPWKHGHWHUPLQDWLRQRIQHWLQFRPHDQG
DUHUHFRUGHGLQDFFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPH ORVV DVHSDUDWHFRPSRQHQWRIVWRFNKROGHUV HTXLW\
7KH&RPSDQ\RSHUDWHVDQGUHSRUWVXVLQJDZHHNILVFDO\HDUHQGLQJRQWKH6DWXUGD\FORVHVWWR'HFHPEHU
$FFRUGLQJO\WKH&RPSDQ\¶VILVFDOTXDUWHUVHQGRQWKH6DWXUGD\WKDWIDOOVFORVHVWWRWKHODVWGD\RIWKHWKLUGPRQWKRIHDFK
TXDUWHU
Use of Estimates
7KHSUHSDUDWLRQRIWKHVHILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\ZLWK*$$3UHTXLUHVWKH&RPSDQ\WRPDNHHVWLPDWHVDQG
3
DVVXPSWLRQVWKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVDQGOLDELOLWLHVDQGUHYHQXHDQGH[SHQVHV7KHVHHVWLPDWHVDQGMXGJPHQWV
LQFOXGHEXWDUHQRWOLPLWHGWRUHYHQXHUHFRJQLWLRQLQFOXGLQJSHUIRUPDQFHREOLJDWLRQVYDULDEOHFRQVLGHUDWLRQDQGRWKHU
REOLJDWLRQVVXFKDVSURGXFWUHWXUQVDQGLQFHQWLYHVZDUUDQW\FRVWVYDOXDWLRQRIJRRGZLOODQGDFTXLUHGLQWDQJLEOHDVVHWV
YDOXDWLRQRIILQDQFLDOLQVWUXPHQWVDFFRXQWLQJIRUEXVLQHVVFRPELQDWLRQVHYDOXDWLQJORVVFRQWLQJHQFLHVDFFRXQWLQJIRUVWRFN
EDVHGFRPSHQVDWLRQLQFOXGLQJSHUIRUPDQFHEDVHGDVVHVVPHQWVDQGDFFRXQWLQJIRULQFRPHWD[HVDQGUHODWHGYDOXDWLRQ
DOORZDQFHV7KH&RPSDQ\EDVHVWKHVHHVWLPDWHVDQGMXGJPHQWVRQKLVWRULFDOH[SHULHQFHPDUNHWSDUWLFLSDQWIDLUYDOXH
FRQVLGHUDWLRQVSURMHFWHGIXWXUHFDVKIORZVDQGYDULRXVRWKHUIDFWRUVWKDWWKH&RPSDQ\EHOLHYHVDUHUHDVRQDEOHXQGHUWKH
FLUFXPVWDQFHV$FWXDOUHVXOWVPD\GLIIHUIURPWKH&RPSDQ\¶VHVWLPDWHV
Business Combinations
7KH&RPSDQ\DFFRXQWVIRUWUDQVDFWLRQVWKDWUHSUHVHQWEXVLQHVVFRPELQDWLRQVXQGHUWKHDFTXLVLWLRQPHWKRGRIDFFRXQWLQJ
7KH&RPSDQ\DOORFDWHVWKHWRWDOFRQVLGHUDWLRQSDLGIRUHDFKDFTXLVLWLRQWRWKHDVVHWVLWDFTXLUHVDQGOLDELOLWLHVLWDVVXPHVEDVHG
RQWKHLUIDLUYDOXHVDVRIWKHGDWHRIDFTXLVLWLRQLQFOXGLQJLGHQWLILDEOHLQWDQJLEOHDVVHWV7KH&RPSDQ\EDVHVWKHIDLUYDOXHRI
LGHQWLILDEOHLQWDQJLEOHDVVHWVDFTXLUHGLQDEXVLQHVVFRPELQDWLRQRQYDOXDWLRQVWKDWXVHLQIRUPDWLRQDQGDVVXPSWLRQVGHWHUPLQHG
E\PDQDJHPHQWDQGZKLFKFRQVLGHUPDQDJHPHQW¶VEHVWHVWLPDWHVRILQSXWVDQGDVVXPSWLRQVWKDWDPDUNHWSDUWLFLSDQWZRXOG
XVH:KLOHWKH&RPSDQ\XVHVLWVEHVWHVWLPDWHVDQGDVVXPSWLRQVDVSDUWRIWKHSXUFKDVHSULFHDOORFDWLRQSURFHVVWRDFFXUDWHO\
YDOXHDVVHWVDFTXLUHGDQGOLDELOLWLHVDVVXPHGDWWKHEXVLQHVVFRPELQDWLRQGDWHLWVHVWLPDWHVDQGDVVXPSWLRQVDUHLQKHUHQWO\
XQFHUWDLQDQGVXEMHFWWRUHILQHPHQW$VDUHVXOWGXULQJWKHPHDVXUHPHQWSHULRGZKLFKLVJHQHUDOO\RQH\HDUIURPWKH
DFTXLVLWLRQGDWHDQ\DGMXVWPHQWWRWKHDVVHWVDFTXLUHGDQGOLDELOLWLHVDVVXPHGLVUHFRUGHGDJDLQVWJRRGZLOOLQWKHSHULRGLQ
ZKLFKWKHDPRXQWLVGHWHUPLQHG$Q\DGMXVWPHQWLGHQWLILHGVXEVHTXHQWWRWKHPHDVXUHPHQWSHULRGLVLQFOXGHGLQRSHUDWLQJ
UHVXOWVLQWKHSHULRGLQZKLFKWKHDPRXQWLVGHWHUPLQHG
Cash and Cash Equivalents
7KH&RPSDQ\FRQVLGHUVDOOKLJKO\OLTXLGLQYHVWPHQWVZLWKPDWXULW\RIWKUHHPRQWKVRUOHVVDWWKHWLPHRISXUFKDVHWREH
FDVKDQGFDVKHTXLYDOHQWV7KH&RPSDQ\LQYHVWVLWVH[FHVVFDVKSULPDULO\LQPRQH\PDUNHWIXQGVRUGHPDQGGHSRVLWDFFRXQWV
RIPDMRUILQDQFLDOLQVWLWXWLRQV$FFRUGLQJO\LWVFDVKDQGFDVKHTXLYDOHQWVDUHVXEMHFWWRPLQLPDOFUHGLWDQGPDUNHWULVN$W
'HFHPEHUDQG'HFHPEHUFDVKDQGFDVKHTXLYDOHQWVWRWDOHGPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
7KHVHFDVKDQGFDVKHTXLYDOHQWVDUHFDUULHGDWFRVWZKLFKDSSUR[LPDWHVIDLUYDOXH
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Basis of Presentation and Foreign Currency Translation

iROBOT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
Short Term Investments
7KH&RPSDQ\¶VLQYHVWPHQWVDUHFODVVLILHGDVDYDLODEOHIRUVDOHDQGDUHUHFRUGHGDWIDLUYDOXHZLWKDQ\XQUHDOL]HGJDLQRU
ORVVUHFRUGHGDVDQHOHPHQWRIVWRFNKROGHUV¶HTXLW\7KHIDLUYDOXHRILQYHVWPHQWVLVGHWHUPLQHGEDVHGRQTXRWHGPDUNHWSULFHV
DWWKHUHSRUWLQJGDWHIRUWKRVHLQVWUXPHQWV,QYHVWPHQWVFRQVLVWHGRIWKHIROORZLQJ LQWKRXVDQGV 
December 28,
2019

December 29,
2018

Fair
Market Value

Cost

Fair
Market Value

Cost

&RUSRUDWHDQGJRYHUQPHQWERQGV
&RQYHUWLEOHQRWH

















7RWDOVKRUWWHUPLQYHVWPHQWV



²




²












$VRI'HFHPEHUWKH&RPSDQ\¶VLQYHVWPHQWVKDGPDWXULW\GDWHVUDQJLQJIURP)HEUXDU\WR0DUFK
7KH&RPSDQ\LQYHVWVSULPDULO\LQLQYHVWPHQWJUDGHVHFXULWLHVDQGOLPLWVWKHDPRXQWRILQYHVWPHQWLQDQ\VLQJOHLVVXHU
Accounts receivable allowances
Allowance for product returns7KH&RPSDQ\UHFRUGVDQDOORZDQFHIRUSURGXFWUHWXUQVEDVHGRQVSHFLILFWHUPVDQG
FRQGLWLRQVLQFOXGHGLQWKHFXVWRPHUDJUHHPHQWVRUEDVHGRQKLVWRULFDOH[SHULHQFHDQGWKH&RPSDQ\ VH[SHFWDWLRQRIIXWXUH
UHWXUQV
Allowance for other credits and incentives: 7KH&RPSDQ\UHFRUGVDQDOORZDQFHUHODWHGWRFXVWRPHULQFHQWLYHVVXFKDV
GLVFRXQWVSURPRWLRQVSULFHSURWHFWLRQDQGRWKHUVXSSRUWSURJUDPV 7KHDOORZDQFHLVEDVHGRQVSHFLILFWHUPVDQGFRQGLWLRQV
LQFOXGHGLQFXVWRPHUDJUHHPHQWVVSHFLILFSURJUDPVDQGKLVWRULFDOH[SHULHQFH
Allowance for doubtful accounts7KH&RPSDQ\UHFRUGVDQDOORZDQFHIRUGRXEWIXODFFRXQWVIRUWKHHVWLPDWHGDPRXQWRI
DFFRXQWVUHFHLYDEOHWKDWPD\QRWEHFROOHFWHGEDVHGRQDQDVVHVVPHQWRIWKHSRWHQWLDOULVNRIORVVDVVRFLDWHGZLWKGHOLQTXHQW
DFFRXQWV7KHDOORZDQFHLQFOXGLQJWKHDFWLYLW\ZLWKLQWKHDOORZDQFHZDVLPPDWHULDOIRUILVFDO\HDUVDQG7KH
EDODQFHDW'HFHPEHUZDVPLOOLRQ
$FWLYLW\UHODWHGWRDFFRXQWVUHFHLYDEOHDOORZDQFHVZDVDVIROORZV LQWKRXVDQGV 
Fiscal Year Ended
December 28,
2019

December 29,
2018

December 30,
2017

Allowance for product returns
%DODQFHDWEHJLQQLQJRISHULRG
$FTXLUHGEDODQFH



3URYLVLRQ
'HGXFWLRQ
2WKHUDGMXVWPHQWV
%DODQFHDWHQGRISHULRG











²

²










































Allowance for other credits and incentives
%DODQFHDWEHJLQQLQJRISHULRG
$FTXLUHGEDODQFH

²

$GMXVWPHQWUHODWHGWRDGRSWLRQRI$6&
3URYLVLRQ
'HGXFWLRQ
2WKHUDGMXVWPHQWV
%DODQFHDWHQGRISHULRG



²



²



²























Inventory
,QYHQWRU\LVVWDWHGDWWKHORZHURIFRVWRUQHWUHDOL]DEOHYDOXHZLWKFRVWEHLQJGHWHUPLQHGXVLQJWKHILUVWLQILUVWRXW
PHWKRG7KH&RPSDQ\PDLQWDLQVDUHVHUYHIRULQYHQWRU\LWHPVWRSURYLGHIRUDQHVWLPDWHGDPRXQWRIH[FHVVRUREVROHWH
LQYHQWRU\


iROBOT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
Warranty
7KH&RPSDQ\W\SLFDOO\SURYLGHVDRQH\HDURUWZR\HDUZDUUDQW\DJDLQVWGHIHFWVLQPDWHULDOVDQGZRUNPDQVKLSDQGZLOO
HLWKHUUHSDLUWKHJRRGVSURYLGHUHSODFHPHQWSURGXFWVRUUHIXQGDPRXQWVWRWKHFXVWRPHUIRUGHIHFWLYHSURGXFW7KH&RPSDQ\
UHFRUGVHVWLPDWHGZDUUDQW\FRVWVEDVHGRQKLVWRULFDOH[SHULHQFHDWWKHWLPHUHYHQXHLVUHFRJQL]HG$FWXDOUHVXOWVFRXOGGLIIHU
IURPWKHVHHVWLPDWHVZKLFKFRXOGFDXVHLQFUHDVHVRUGHFUHDVHVWRWKHZDUUDQW\UHVHUYHVLQIXWXUHSHULRGV
Property and Equipment
3URSHUW\DQGHTXLSPHQWDUHUHFRUGHGDWFRVWDQGFRQVLVWSULPDULO\RIFRPSXWHUHTXLSPHQWOHDVHKROGLPSURYHPHQWV
EXVLQHVVDSSOLFDWLRQVVRIWZDUHWRROLQJDQGPDFKLQHU\'HSUHFLDWLRQLVFRPSXWHGXVLQJWKHVWUDLJKWOLQHPHWKRGRYHUWKH
HVWLPDWHGXVHIXOOLYHVDVIROORZV
\HDUV

)XUQLWXUHDQGIL[WXUHV



0DFKLQHU\DQGWRROLQJ
%XVLQHVVDSSOLFDWLRQVVRIWZDUH




/HDVHKROGLPSURYHPHQWV

/HVVHURIHFRQRPLFEHQHILWSHULRGRUWHUPRIOHDVH

([SHQGLWXUHVIRUDGGLWLRQVDQGEHWWHUPHQWVRISURSHUW\DQGHTXLSPHQWDUHFDSLWDOL]HG([SHQGLWXUHVIRUUHSDLUVDQG
PDLQWHQDQFHDUHFKDUJHGWRH[SHQVHDVLQFXUUHG$VDVVHWVDUHUHWLUHGRUVROGWKHUHODWHGFRVWDQGDFFXPXODWHGGHSUHFLDWLRQDUH
UHPRYHGIURPWKHDFFRXQWVDQGDQ\UHVXOWLQJJDLQRUORVVLVUHFRJQL]HG
Goodwill and Other Long-Lived Assets
*RRGZLOOUHSUHVHQWVWKHH[FHVVRIWKHSXUFKDVHSULFHLQDEXVLQHVVFRPELQDWLRQRYHUWKHIDLUYDOXHRIWKHQHWWDQJLEOHDQG
LQWDQJLEOHDVVHWVDFTXLUHG*RRGZLOOLVQRWDPRUWL]HGEXWUDWKHULVDVVHVVHGIRULPSDLUPHQWDWWKHUHSRUWLQJXQLWOHYHODQQXDOO\
GXULQJLWVIRXUWKTXDUWHURIHDFKILVFDO\HDURUPRUHIUHTXHQWO\LIWKH&RPSDQ\EHOLHYHVLQGLFDWRUVRILPSDLUPHQWH[LVW
*RRGZLOOLPSDLUPHQWLIDQ\LVGHWHUPLQHGE\FRPSDULQJWKHUHSRUWLQJXQLW VIDLUYDOXHWRLWVFDUU\LQJYDOXH$QLPSDLUPHQW
ORVVLVUHFRJQL]HGLQDQDPRXQWHTXDOWRWKHH[FHVVRIWKHUHSRUWLQJXQLW VFDUU\LQJYDOXHRYHULWVIDLUYDOXHXSWRWKHDPRXQWRI
JRRGZLOODOORFDWHGWRWKHUHSRUWLQJXQLW
2WKHUORQJOLYHGDVVHWVFRQVLVWSULQFLSDOO\RIFRPSOHWHGWHFKQRORJ\WUDGHQDPHFXVWRPHUUHODWLRQVKLSVUHDFTXLUHG
\
GLVWULEXWLRQULJKWVDQGQRQFRPSHWLWLRQDJUHHPHQWV5HDFTXLUHGGLVWULEXWLRQULJKWVDUHDPRUWL]HGRQDQDFFHOHUDWHGEDVLVZKLOH
DOORWKHULQWDQJLEOHDVVHWVDUHDPRUWL]HGRYHUWKHLUUHVSHFWLYHHVWLPDWHGXVHIXOOLYHVRQDVWUDLJKWOLQHEDVLVFRQVLVWHQWZLWKWKH
SDWWHUQLQZKLFKWKHHFRQRPLFEHQHILWVDUHEHLQJXWLOL]HG
7KH&RPSDQ\SHULRGLFDOO\HYDOXDWHVWKHUHFRYHUDELOLW\RIRWKHUORQJOLYHGDVVHWVZKHQHYHUHYHQWVDQGFKDQJHVLQ
FLUFXPVWDQFHVVXFKDVUHGXFWLRQVLQGHPDQGRUVLJQLILFDQWHFRQRPLFVORZGRZQVLQWKHLQGXVWU\LQGLFDWHWKDWWKHFDUU\LQJ
\
DPRXQWRIDQDVVHWPD\QRWEHIXOO\UHFRYHUDEOH:KHQLQGLFDWRUVRILPSDLUPHQWDUHSUHVHQWWKHFDUU\LQJYDOXHVRIWKHDVVHW
JURXSDUHHYDOXDWHGLQUHODWLRQWRWKHIXWXUHXQGLVFRXQWHGFDVKIORZVRIWKHXQGHUO\LQJEXVLQHVV7KHQHWERRNYDOXHRIWKH
XQGHUO\LQJDVVHWLVDGMXVWHGWRIDLUYDOXHLIWKHVXPRIWKHH[SHFWHGGLVFRXQWHGFDVKIORZVLVOHVVWKDQERRNYDOXH)DLUYDOXHV
DUHEDVHGRQHVWLPDWHVRIPDUNHWSULFHVDQGDVVXPSWLRQVFRQFHUQLQJWKHDPRXQWDQGWLPLQJRIHVWLPDWHGIXWXUHFDVKIORZVDQG
DVVXPHGGLVFRXQWUDWHVUHIOHFWLQJYDU\LQJGHJUHHVRISHUFHLYHGULVN
7KHLPSDLUPHQWDVVHVVPHQWRIJRRGZLOODQGRWKHUORQJOLYHGDVVHWVLQYROYHVVLJQLILFDQWHVWLPDWHVDQGDVVXPSWLRQVZKLFK
PD\EHXQSUHGLFWDEOHDQGLQKHUHQWO\XQFHUWDLQ7KHVHHVWLPDWHVDQGDVVXPSWLRQVLQFOXGHLGHQWLILFDWLRQRIUHSRUWLQJXQLWVDQG
DVVHWJURXSVORQJWHUPJURZWKUDWHVSURILWDELOLW\HVWLPDWHGXVHIXOOLYHVFRPSDUDEOHPDUNHWPXOWLSOHVDQGGLVFRXQWUDWHV$Q\
FKDQJHVLQWKHVHDVVXPSWLRQVFRXOGLPSDFWWKHUHVXOWRIWKHLPSDLUPHQWDVVHVVPHQW 7KHUHZDVQRLPSDLUPHQWRIJRRGZLOORU
RWKHUORQJOLYHGDVVHWVGXULQJILVFDODQG
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Estimated Useful Life

&RPSXWHUDQGHTXLSPHQW
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Other Assets
7KH&RPSDQ\KROGVQRQPDUNHWDEOHHTXLW\VHFXULWLHVDVSDUWRILWVVWUDWHJLFLQYHVWPHQWVSRUWIROLR7KH&RPSDQ\
FODVVLILHVWKHPDMRULW\RIWKHVHVHFXULWLHVDVHTXLW\VHFXULWLHVZLWKRXWUHDGLO\GHWHUPLQDEOHIDLUYDOXHVDQGPHDVXUHVWKHVH
LQYHVWPHQWVDWFRVWOHVVDQ\LPSDLUPHQWDGMXVWHGIRUREVHUYDEOHSULFHFKDQJHV 7KHVHLQYHVWPHQWVDUHYDOXHGXVLQJVLJQLILFDQW
XQREVHUYDEOHLQSXWVRUGDWDLQDQLQDFWLYHPDUNHWDQGWKHYDOXDWLRQUHTXLUHVWKH&RPSDQ\ VMXGJPHQWGXHWRWKHDEVHQFHRI
PDUNHWSULFHVDQGLQKHUHQWODFNRIOLTXLGLW\7KHHVWLPDWHGIDLUYDOXHLVEDVHGRQTXDQWLWDWLYHDQGTXDOLWDWLYHIDFWRUVLQFOXGLQJ
EXWQRWOLPLWHGWRVXEVHTXHQWILQDQFLQJDFWLYLWLHVE\WKHLQYHVWHHDQGSURMHFWHGGLVFRXQWHGFDVKIORZV$W'HFHPEHU
DQG'HFHPEHURWKHUDVVHWVFRQVLVWHGSULPDULO\RIHTXLW\VHFXULWLHVZLWKRXWUHDGLO\GHWHUPLQDEOHIDLUYDOXHVDQGDQ
HTXLW\PHWKRGLQYHVWPHQWWRWDOLQJPLOOLRQDQGPLOOLRQUHVSHFWLYHO\2Q2FWREHUWKH&RPSDQ\GLVSRVHG
RIRQHRILWVQRQPDUNHWDEOHHTXLW\VHFXULWLHVUHVXOWLQJLQDJDLQRIPLOOLRQZKLFKZDVUHFRUGHGLQRWKHULQFRPHQHW,Q
-DQXDU\7HODGRF+HDOWK,QFDQQRXQFHGWKDWLWKDGHQWHUHGLQWRDGHILQLWLYHDJUHHPHQWWRDFTXLUH,Q7RXFK+HDOWKRQHRI
WKH&RPSDQ\ VVWUDWHJLFLQYHVWHHVZLWKDQH[SHFWHGFORVLQJGDWHRIQRODWHUWKDQ-XQH 7KH&RPSDQ\H[SHFWVWRUHFRUG
DJDLQLQRWKHULQFRPHQHWDWFORVLQJ
Financial Instruments and Hedging Activities
7KH&RPSDQ\XWLOL]HVGHULYDWLYHLQVWUXPHQWVWRKHGJHVSHFLILFILQDQFLDOULVNVLQFOXGLQJIRUHLJQH[FKDQJHULVN 7KH
&RPSDQ\GRHVQRWHQJDJHLQVSHFXODWLYHKHGJLQJDFWLYLW\,QRUGHUWRDFFRXQWIRUDGHULYDWLYHLQVWUXPHQWDVDKHGJHVSHFLILF
FULWHULDPXVWEHPHWLQFOXGLQJ L HQVXULQJDWWKHLQFHSWLRQRIWKHKHGJHWKDWIRUPDOGRFXPHQWDWLRQH[LVWVIRUERWKWKHKHGJLQJ
UHODWLRQVKLSDQGWKHHQWLW\¶VULVNPDQDJHPHQWREMHFWLYHDQGVWUDWHJ\IRUXQGHUWDNLQJWKHKHGJHDQG LL DWWKHLQFHSWLRQRIWKH
KHGJHDQGRQDQRQJRLQJEDVLVWKHKHGJLQJUHODWLRQVKLSLVH[SHFWHGWREHKLJKO\HIIHFWLYHLQDFKLHYLQJRIIVHWWLQJFKDQJHVLQ
I
IDLUYDOXHDWWULEXWHGWRWKHKHGJHGULVNGXULQJWKHSHULRGWKDWWKHKHGJHLVGHVLJQDWHG)XUWKHUDQDVVHVVPHQWRIHIIHFWLYHQHVVLV
UHTXLUHGZKHQHYHUILQDQFLDOVWDWHPHQWVRUHDUQLQJVDUHUHSRUWHG$EVHQWPHHWLQJWKHVHFULWHULDFKDQJHVLQIDLUYDOXHDUH
UHFRJQL]HGLQRWKHULQFRPHQHWLQWKHFRQVROLGDWHGVWDWHPHQWVRILQFRPH2QFHWKHXQGHUO\LQJIRUHFDVWHGWUDQVDFWLRQLV
UHDOL]HGWKHJDLQRUORVVIURPWKHGHULYDWLYHGHVLJQDWHGDVDKHGJHRIWKHWUDQVDFWLRQLVUHFODVVLILHGIURPDFFXPXODWHGRWKHU
FRPSUHKHQVLYHLQFRPH ORVV WRWKHVWDWHPHQWRILQFRPHLQUHYHQXHRUFRVWRIUHYHQXH
Fair Value Measurements
7KH&RPSDQ\DFFRXQWVIRUFHUWDLQDVVHWVDQGOLDELOLWLHVDWIDLUYDOXH7KHIDLUYDOXHLVHVWDEOLVKHGEDVHGRQDWKUHHWLHUIDLU
YDOXHKLHUDUFK\ZKLFKSULRULWL]HVWKHLQSXWVXVHGLQPHDVXULQJIDLUYDOXH7KHVHWLHUVLQFOXGH
 /HYHOREVHUYDEOHLQSXWVVXFKDVTXRWHGSULFHVIRULGHQWLFDOLQVWUXPHQWVLQDFWLYHPDUNHWV
 /HYHOLQSXWVRWKHUWKDQTXRWHGSULFHVLQDFWLYHPDUNHWVWKDWDUHHLWKHUGLUHFWO\RULQGLUHFWO\REVHUYDEOHDQG
 /HYHOXQREVHUYDEOHLQSXWVLQZKLFKOLWWOHRUQRPDUNHWGDWDH[LVWVWKHUHIRUHUHTXLULQJDQHQWLW\WRGHYHORS
LWVRZQDVVXPSWLRQV
Stock-Based Compensation
7KH&RPSDQ\DFFRXQWVIRUVWRFNEDVHGFRPSHQVDWLRQWKURXJKUHFRJQLWLRQRIWKHIDLUYDOXHRIWKHVWRFNEDVHG
FRPSHQVDWLRQDVDFKDUJHDJDLQVWHDUQLQJV7KHIDLUYDOXHRIHPSOR\HHVWRFNRSWLRQVLVHVWLPDWHGDWWKHJUDQWGDWHXVLQJWKH
%ODFN6FKROHVRSWLRQSULFLQJPRGHO7KHIDLUYDOXHIRUWLPHEDVHGUHVWULFWHGVWRFNXQLWVDQGSHUIRUPDQFHEDVHGUHVWULFWHGVWRFN
XQLWVLVEDVHGRQWKHFORVLQJVKDUHSULFHRIWKH&RPSDQ\ VFRPPRQVWRFNRQWKHGDWHRIJUDQW)RUSHUIRUPDQFHEDVHGUHVWULFWHG
VWRFNXQLWVWKHFRPSHQVDWLRQFRVWLVUHFRJQL]HGEDVHGRQWKHQXPEHURIXQLWVH[SHFWHGWRYHVWXSRQWKHDFKLHYHPHQWRIWKH
SHUIRUPDQFHFRQGLWLRQV7KH&RPSDQ\UHFRJQL]HVVWRFNEDVHGFRPSHQVDWLRQDVDQH[SHQVHRQDVWUDLJKWOLQHEDVLVRYHUWKH
UHTXLVLWHVHUYLFHSHULRG7KH&RPSDQ\DFFRXQWVIRUIRUIHLWXUHVDVWKH\RFFXUUDWKHUWKDQDSSO\LQJDQHVWLPDWHGIRUIHLWXUHUDWH
Research and Development
&RVWVLQFXUUHGLQWKHUHVHDUFKDQGGHYHORSPHQWRIWKH&RPSDQ\¶VSURGXFWVDUHH[SHQVHGDVLQFXUUHG
Advertising Expense
7KH&RPSDQ\H[SHQVHVDGYHUWLVLQJFRVWVDVWKH\DUHLQFXUUHG'XULQJWKH\HDUVHQGHG'HFHPEHU'HFHPEHU
DQG'HFHPEHUDGYHUWLVLQJH[SHQVHWRWDOHGPLOOLRQPLOOLRQDQGPLOOLRQUHVSHFWLYHO\DQG
DUHUHFRUGHGZLWKLQWKHVHOOLQJDQGPDUNHWLQJH[SHQVHVLQLWVFRQVROLGDWHGVWDWHPHQWVRILQFRPH
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Income Taxes
'HIHUUHGWD[DVVHWVDQGOLDELOLWLHVDUHGHWHUPLQHGEDVHGRQWKHGLIIHUHQFHEHWZHHQWKHILQDQFLDOVWDWHPHQWDQGWD[EDVLV
I
XVLQJHQDFWHGWD[UDWHVLQHIIHFWLQWKH\HDUVLQZKLFKWKRVHWHPSRUDU\GLIIHUHQFHVDUHH[SHFWHGWREHUHFRYHUHGRUVHWWOHGLQ
HDFKMXULVGLFWLRQ$YDOXDWLRQDOORZDQFHLVSURYLGHGLIEDVHGXSRQWKHZHLJKWRIDYDLODEOHHYLGHQFHLWLVPRUHOLNHO\WKDQQRW
WKDWWKHUHODWHGEHQHILWVZLOOQRWEHUHDOL]HG7KH&RPSDQ\UHJXODUO\UHYLHZVWKHGHIHUUHGWD[DVVHWVIRUUHFRYHUDELOLW\
FRQVLGHULQJKLVWRULFDOSURILWDELOLW\SURMHFWHGIXWXUHWD[DEOHLQFRPHIXWXUHUHYHUVDOVRIH[LVWLQJWD[DEOHWHPSRUDU\GLIIHUHQFHV
DVZHOODVIHDVLEOHWD[SODQQLQJVWUDWHJLHVLQHDFKMXULVGLFWLRQ $VRI'HFHPEHU'HFHPEHUDQG'HFHPEHU
WKH&RPSDQ\KDGDYDOXDWLRQDOORZDQFHRIPLOOLRQPLOOLRQDQGPLOOLRQUHVSHFWLYHO\IRUFHUWDLQGHIHUUHG
WD[DVVHWVIRUZKLFKWKH&RPSDQ\EHOLHYHVGRQRWPHHWWKHPRUHOLNHO\WKDQQRWFULWHULDIRUUHFRJQLWLRQ

2Q'HFHPEHUWKH7D[&XWVDQG-REV$FWRI WKH$FW ZDVVLJQHGLQWRODZPDNLQJVLJQLILFDQWFKDQJHVWR
WKH,QWHUQDO5HYHQXH&RGHRIDVDPHQGHG WKH,QWHUQDO5HYHQXH&RGH (IIHFWLYHIRUWKH&RPSDQ\¶VWD[\HDUWKH
I
$FWUHGXFHVWKHVWDWXWRU\IHGHUDOFRUSRUDWHWD[UDWHIURPWRDQGLPSOHPHQWVFHUWDLQDGGLWLRQDOSURYLVLRQVLQFOXGLQJ
WKH*OREDO,QWDQJLEOH/RZ7D[HG,QFRPHLQFOXVLRQDQGWKH)RUHLJQ'HULYHG,QWDQJLEOH,QFRPHGHGXFWLRQ8SRQWKHHQDFWPHQW
RIWKH$FWLQ'HFHPEHUWKH&RPSDQ\UHFRUGHGDRQHWLPHSURYLVLRQDOLQFRPHWD[SURYLVLRQRIPLOOLRQLQWKHIRXUWK
TXDUWHURIZKLFKLQFOXGHGDSURYLVLRQDODPRXQWRIPLOOLRQUHODWHGWRWKHUHPHDVXUHPHQWRIFHUWDLQGHIHUUHGWD[DVVHWV
DQGOLDELOLWLHVEDVHGRQWKHWD[UDWHVDWZKLFKWKH\DUHH[SHFWHGWRUHYHUVHLQWKHIXWXUHDQGPLOOLRQUHODWHGWRWKHRQHWLPH
WUDQVLWLRQWD[RQWKHPDQGDWRU\GHHPHGUHSDWULDWLRQRIIRUHLJQHDUQLQJV2Q'HFHPEHUWKH6(&VWDIILVVXHG6WDII
I
$FFRXQWLQJ%XOOHWLQ1R 6$% WRDGGUHVVWKHDSSOLFDWLRQRI86*$$3LQVLWXDWLRQVZKHQDUHJLVWUDQWGRHVQRW
KDYHWKHQHFHVVDU\LQIRUPDWLRQDYDLODEOHSUHSDUHGRUDQDO\]HG LQFOXGLQJFRPSXWDWLRQV LQUHDVRQDEOHGHWDLOWRFRPSOHWHWKH
DFFRXQWLQJIRUFHUWDLQLQFRPHWD[HIIHFWVRIWKH$FW,QDFFRUGDQFHZLWK6$%GXULQJWKHIRXUWKTXDUWHURIWKH
&RPSDQ\ILQDOL]HGLWVDQDO\VLVRIWKHLQFRPHWD[HIIHFWVRIWKH$FWDQGWKHUHZHUHQRPDWHULDODGMXVWPHQWVWRWKHSURYLVLRQDO
DPRXQWVUHFRUGHG
Concentration of Credit Risk and Significant Customers
)LQDQFLDOLQVWUXPHQWVZKLFKSRWHQWLDOO\H[SRVHWKH&RPSDQ\WRFRQFHQWUDWLRQVRIFUHGLWULVNFRQVLVWRIDFFRXQWV
UHFHLYDEOHDQGFDVKDQGFDVKHTXLYDOHQWV0DQDJHPHQWEHOLHYHVLWVFUHGLWSROLFLHVDUHSUXGHQWDQGUHIOHFWQRUPDOLQGXVWU\WHUPV
DQGEXVLQHVVULVN$W'HFHPEHUDQG'HFHPEHUWZRFXVWRPHUVDFFRXQWHGIRUDWRWDORIDQGRI
WKH&RPSDQ\ VDFFRXQWVUHFHLYDEOHEDODQFHUHVSHFWLYHO\)RUWKHILVFDO\HDUVHQGHG'HFHPEHU'HFHPEHU
DQG'HFHPEHUWKH&RPSDQ\JHQHUDWHGDQGUHVSHFWLYHO\RIWRWDOUHYHQXHIURPRQHRILWV
UHWDLOHUV $PD]RQ 
7KH&RPSDQ\PDLQWDLQVLWVFDVKLQEDQNGHSRVLWDFFRXQWVDQGPRQH\PDUNHWIXQGVDWKLJKTXDOLW\ILQDQFLDOLQVWLWXWLRQV
7KHLQGLYLGXDOEDODQFHVDWWLPHVPD\H[FHHGIHGHUDOO\LQVXUHGOLPLWV
Net Income Per Share
%DVLFLQFRPHSHUVKDUHLVFDOFXODWHGXVLQJWKH&RPSDQ\ VZHLJKWHGDYHUDJHRXWVWDQGLQJFRPPRQVKDUHV'LOXWHGLQFRPH
SHUVKDUHLVFDOFXODWHGXVLQJWKH&RPSDQ\ VZHLJKWHGDYHUDJHRXWVWDQGLQJFRPPRQVKDUHVLQFOXGLQJWKHGLOXWLYHHIIHFWRIVWRFN
I
DZDUGVDVGHWHUPLQHGXQGHUWKHWUHDVXU\VWRFNPHWKRG7KHIROORZLQJWDEOHSUHVHQWVWKHFDOFXODWLRQRIERWKEDVLFDQGGLOXWHG
QHWLQFRPHSHUVKDUH
Fiscal Year Ended
December 28,
2019

1HWLQFRPH
:HLJKWHGDYHUDJHVKDUHVRXWVWDQGLQJ










'LOXWLYHHIIHFWRIHPSOR\HHVWRFNSODQV
'LOXWHGZHLJKWHGDYHUDJHVKDUHVRXWVWDQGLQJ












%DVLFLQFRPHSHUVKDUH
'LOXWHGLQFRPHSHUVKDUH

December 30,
2017

December 29,
2018

































Form 10-K

7KH&RPSDQ\UHSRUWVDOLDELOLW\IRUXQUHFRJQL]HGWD[EHQHILWVUHVXOWLQJIURPXQFHUWDLQWD[SRVLWLRQVWDNHQRUH[SHFWHGWR
EHWDNHQLQDWD[UHWXUQ7KH&RPSDQ\UHFRJQL]HVLQWHUHVWDQGSHQDOWLHVLIDQ\UHODWHGWRXQUHFRJQL]HGWD[EHQHILWVLQWKH
LQFRPHWD[SURYLVLRQ
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5HVWULFWHGVWRFNXQLWVDQGVWRFNRSWLRQVUHSUHVHQWLQJDSSUR[LPDWHO\PLOOLRQPLOOLRQDQGPLOOLRQVKDUHVRI
FRPPRQVWRFNIRUWKHILVFDO\HDUVHQGHG'HFHPEHU'HFHPEHUDQG'HFHPEHUUHVSHFWLYHO\ZHUH
H[FOXGHGIURPWKHFRPSXWDWLRQRIGLOXWHGHDUQLQJVSHUVKDUHDVWKHLUHIIHFWZRXOGKDYHEHHQDQWLGLOXWLYH
I
Recently Adopted Accounting Standards
,Q-XQHWKH)LQDQFLDO$FFRXQWLQJ6WDQGDUGV%RDUG )$6% LVVXHG$FFRXQWLQJ6WDQGDUGV8SGDWH $68 
1R&RPSHQVDWLRQ6WRFN&RPSHQVDWLRQ,PSURYHPHQWVWR1RQHPSOR\HH6KDUH%DVHG3D\PHQW$FFRXQWLQJ 7RSLF
 7KHDPHQGPHQWVLQ$681RH[SDQGWKHVFRSHRI7RSLFWRLQFOXGHVKDUHEDVHGSD\PHQWVLVVXHGWR
QRQHPSOR\HHVIRUJRRGVRUVHUYLFHV7KHDPHQGPHQWVLQWKLV$68DUHHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJDIWHU'HFHPEHU
DQGLQWHULPSHULRGVZLWKLQWKRVHDQQXDOSHULRGVZLWKHDUO\DGRSWLRQSHUPLWWHG 7KH&RPSDQ\DGRSWHGWKLVVWDQGDUG
HIIHFWLYH'HFHPEHUZKLFKGLGQRWKDYHDPDWHULDOLPSDFWRQWKH&RPSDQ\ VFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQG
UHODWHGGLVFORVXUHV
,Q)HEUXDU\WKH)$6%LVVXHG$681R/HDVHV7KLV$68DQGVXEVHTXHQWO\LVVXHGDPHQGPHQWVUHTXLUH
OHVVHHVWRUHFRJQL]HWKHDVVHWVDQGOLDELOLWLHVRQWKHLUEDODQFHVKHHWIRUWKHULJKWVDQGREOLJDWLRQVFUHDWHGE\PRVWOHDVHVDQG
FRQWLQXHWRUHFRJQL]HH[SHQVHVRQWKHLULQFRPHVWDWHPHQWVRYHUWKHOHDVHWHUP 7KHVWDQGDUGDOVRUHTXLUHVGLVFORVXUHVGHVLJQHG
WRJLYHILQDQFLDOVWDWHPHQWXVHUVLQIRUPDWLRQRQWKHDPRXQWWLPLQJDQGXQFHUWDLQW\RIFDVKIORZVDULVLQJIURPOHDVHV,Q-XO\
WKH)$6%LVVXHG$681R/HDVHV 7RSLF 7DUJHWHG,PSURYHPHQWVZKLFKSURYLGHDQDOWHUQDWLYH
WUDQVLWLRQPHWKRGWKDWHQWLWLHVFDQHOHFWZKHQDGRSWLQJWKHQHZVWDQGDUG8QGHUWKLVDOWHUQDWLYHWUDQVLWLRQPHWKRGDFRPSDQ\LV
SHUPLWWHGWRXVHLWVHIIHFWLYHGDWHDVWKHGDWHRILQLWLDODSSOLFDWLRQZLWKRXWUHVWDWLQJFRPSDUDWLYHSHULRGILQDQFLDOVWDWHPHQWV
7KH&RPSDQ\DGRSWHGWKHVWDQGDUGHIIHFWLYH'HFHPEHUXVLQJWKHDOWHUQDWLYHWUDQVLWLRQPHWKRGZKLFKUHVXOWHGLQWKH
UHFRJQLWLRQRIRSHUDWLQJOHDVHULJKWRIXVHDVVHWVDQGRSHUDWLQJOHDVHOLDELOLWLHVRIDSSUR[LPDWHO\PLOOLRQDQG
PLOOLRQUHVSHFWLYHO\7KH&RPSDQ\ VFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDVRIDQGIRUWKH\HDUHQGHG'HFHPEHUDUH
SUHVHQWHGXQGHUWKHQHZVWDQGDUGZKLOHWKHFRPSDUDWLYHILVFDO\HDUVSUHVHQWHGDUHQRWDGMXVWHGDQGFRQWLQXHWREHUHSRUWHGLQ
DFFRUGDQFHZLWKWKHKLVWRULFDODFFRXQWLQJSROLF\6HH1RWH/HDVHVIRUWKHUHTXLUHGGLVFORVXUHVUHODWHGWRWKHLPSDFWRI
DGRSWLQJWKLVVWDQGDUGDQGDGLVFXVVLRQRIWKH&RPSDQ\ VXSGDWHGSROLFLHVUHODWHGWROHDVHDFFRXQWLQJ
Recently Issued Accounting Standards
,Q'HFHPEHUWKH)$6%LVVXHG$681R,QFRPH7D[HV6LPSOLI\LQJWKH$FFRXQWLQJIRU,QFRPH7D[HV
7KH$68VLPSOLILHVWKHDFFRXQWLQJIRULQFRPHWD[HVE\UHPRYLQJFHUWDLQH[FHSWLRQVWRWKHJHQHUDOSULQFLSOHVDVZHOODV
FODULI\LQJDQGDPHQGLQJH[LVWLQJJXLGDQFHWRLPSURYHFRQVLVWHQWDSSOLFDWLRQ7KHDPHQGPHQWVWRWKLV$68DUHHIIHFWLYHIRU
ILVFDO\HDUVDQGLQWHULPSHULRGVZLWKLQWKRVHILVFDO\HDUVEHJLQQLQJDIWHU'HFHPEHUZLWKHDUO\DGRSWLRQSHUPLWWHG
'HSHQGLQJRQWKHDPHQGPHQWDGRSWLRQPD\EHDSSOLHGRQWKHUHWURVSHFWLYHPRGLILHGUHWURVSHFWLYHRUSURVSHFWLYHEDVLV7KH
&RPSDQ\LQWHQGVWRDGRSWWKH$68HIIHFWLYH-DQXDU\DQGLVFXUUHQWO\HYDOXDWLQJWKHLPSDFWWRWKHFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWV
,Q$XJXVWWKH)$6%LVVXHG$681R,QWDQJLEOHV*RRGZLOODQG2WKHU,QWHUQDO8VH6RIWZDUH7KHQHZ
VWDQGDUGDOLJQVWKHUHTXLUHPHQWVIRUFDSLWDOL]LQJLPSOHPHQWDWLRQFRVWVLQFXUUHGLQDKRVWLQJDUUDQJHPHQWWKDWLVDVHUYLFH
FRQWUDFWZLWKWKHUHTXLUHPHQWVIRUFDSLWDOL]LQJLPSOHPHQWDWLRQFRVWVLQFXUUHGWRGHYHORSRUREWDLQLQWHUQDOXVHVRIWZDUH DQG
KRVWLQJDUUDQJHPHQWVWKDWLQFOXGHDQLQWHUQDOXVHVRIWZDUHOLFHQVH 7KHDPHQGPHQWVWRWKLV$68DUHHIIHFWLYHIRUILVFDO\HDUV
DQGLQWHULPSHULRGVZLWKLQWKRVHILVFDO\HDUVEHJLQQLQJDIWHU'HFHPEHUZLWKHDUO\DGRSWLRQSHUPLWWHG
,PSOHPHQWDWLRQVKRXOGEHDSSOLHGHLWKHUUHWURVSHFWLYHO\RUSURVSHFWLYHO\WRDOOLPSOHPHQWDWLRQFRVWVLQFXUUHGDIWHUWKHGDWHRI
DGRSWLRQ7KH&RPSDQ\LQWHQGVWRDGRSWWKH$68XVLQJWKHSURVSHFWLYHPHWKRGHIIHFWLYH'HFHPEHUDQGGRHVQRW
H[SHFWWKHQHZVWDQGDUGZLOOKDYHDPDWHULDOLPSDFWRQLWVFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
,Q$XJXVWWKH)$6%LVVXHG$681R)DLU9DOXH0HDVXUHPHQW'LVFORVXUH)UDPHZRUN²&KDQJHVWRWKH
'LVFORVXUH5HTXLUHPHQWVIRU)DLU9DOXH0HDVXUHPHQW7KHDPHQGPHQWPRGLILHVGLVFORVXUHUHTXLUHPHQWVUHODWHGWRIDLUYDOXH
PHDVXUHPHQW7KHDPHQGPHQWVWRWKLV$68DUHHIIHFWLYHIRUILVFDO\HDUVDQGLQWHULPSHULRGVZLWKLQWKRVHILVFDO\HDUV
EHJLQQLQJDIWHU'HFHPEHU,PSOHPHQWDWLRQRQDSURVSHFWLYHRUUHWURVSHFWLYHEDVLVYDULHVE\VSHFLILFGLVFORVXUH
UHTXLUHPHQW(DUO\DGRSWLRQLVSHUPLWWHG7KHVWDQGDUGDOVRDOORZVIRUHDUO\DGRSWLRQRIDQ\UHPRYHGRUPRGLILHGGLVFORVXUHV
XSRQLVVXDQFHRIWKLV$68ZKLOHGHOD\LQJDGRSWLRQRIWKHDGGLWLRQDOGLVFORVXUHVXQWLOWKHLUHIIHFWLYHGDWH7KH&RPSDQ\GRHV
QRWEHOLHYHWKLVDPHQGPHQWZLOOKDYHDPDWHULDOLPSDFWRQLWVFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
,Q-XQHWKH)$6%LVVXHG$681R0HDVXUHPHQWRI&UHGLW/RVVHVRQ)LQDQFLDO,QVWUXPHQWVZKLFK
DPHQGVWKHLPSDLUPHQWPRGHOE\UHTXLULQJHQWLWLHVWRXVHDIRUZDUGORRNLQJDSSURDFKEDVHGRQH[SHFWHGORVVHVUDWKHUWKDQ
LQFXUUHGORVVHVWRHVWLPDWHFUHGLWORVVHVRQFHUWDLQW\SHVRIILQDQFLDOLQVWUXPHQWV 7KLVPD\UHVXOWLQWKHHDUOLHUUHFRJQLWLRQRI
DOORZDQFHVIRUORVVHV7KHJXLGDQFHLVHIIHFWLYHIRUILVFDO\HDUVEHJLQQLQJDIWHU'HFHPEHULQFOXGLQJLQWHULPSHULRGV
ZLWKLQWKRVHILVFDO\HDUVZLWKHDUO\DGRSWLRQSHUPLWWHG7KH&RPSDQ\LQWHQGVWRDGRSWWKH$68HIIHFWLYH'HFHPEHU
7KH&RPSDQ\GRHVQRWEHOLHYHWKHQHZVWDQGDUGZLOOKDYHDPDWHULDOLPSDFWRQLWVFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
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)URPWLPHWRWLPHQHZDFFRXQWLQJSURQRXQFHPHQWVDUHLVVXHGE\)$6%WKDWDUHDGRSWHGE\WKH&RPSDQ\DVRIWKH
)
VSHFLILHGHIIHFWLYHGDWH8QOHVVRWKHUZLVHGLVFXVVHGWKH&RPSDQ\EHOLHYHVWKDWUHFHQWO\LVVXHGVWDQGDUGVZKLFKDUHQRW\HW
HIIHFWLYHZLOOQRWKDYHDPDWHULDOLPSDFWRQWKH&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWVXSRQDGRSWLRQ
3.

Revenue Recognition

7KH&RPSDQ\¶VSURGXFWSRUWIROLRLQFOXGHVYDULRXVFRQVXPHUURERWVPDQ\RIZKLFKDUH:L)LFRQQHFWHG7KHFRQVXPHU
URERWVDUHJHQHUDOO\KLJKO\GHSHQGHQWRQDQGLQWHUUHODWHGZLWKWKHHPEHGGHGVRIWZDUHDQGFDQQRWIXQFWLRQZLWKRXWWKH
VRIWZDUH$VVXFKWKHFRQVXPHUURERWVDUHDFFRXQWHGIRUDVDVLQJOHSHUIRUPDQFHREOLJDWLRQDQGWKHUHYHQXHLVUHFRJQL]HGDWD
SRLQWLQWLPHZKHQWKHFRQWUROLVWUDQVIHUUHGWRGLVWULEXWRUVUHVHOOHUVRUGLUHFWO\WRHQGFXVWRPHUVWKURXJKRQOLQHVWRUHV)RU
FRQVXPHUURERWVZLWK:L)LFDSDELOLW\ FRQQHFWHGURERWV HDFKVDOHUHSUHVHQWVDQDUUDQJHPHQWZLWKPXOWLSOHSURPLVHV
FRQVLVWLQJRIWKHURERWDQDSSFORXGVHUYLFHVDQGSRWHQWLDOIXWXUHXQVSHFLILHGVRIWZDUHXSJUDGHV7KH&RPSDQ\KDV
GHWHUPLQHGWKDWWKHDSSFORXGVHUYLFHVDQGSRWHQWLDOIXWXUHXQVSHFLILHGVRIWZDUHXSJUDGHVUHSUHVHQWRQHSURPLVHGVHUYLFHWR
WKHFXVWRPHUWRHQKDQFHWKHIXQFWLRQDOLW\DQGLQWHUDFWLRQZLWKWKHURERW UHIHUUHGWRFROOHFWLYHO\DV&ORXG6HUYLFHV 
3ULRUWRWKHDGRSWLRQRI$681R5HYHQXHIURP&RQWUDFWVZLWK&XVWRPHUV $6& RQ'HFHPEHU
WKHEHJLQQLQJRIILVFDO\HDUWKHUHYHQXHDOORFDWHGWRWKH&ORXG6HUYLFHVZDVGHIHUUHGDQGUHFRJQL]HGRQDVWUDLJKW
OLQHEDVLVRYHUWKHH[SHFWHGOLIHRIWKHFRQQHFWHGURERW2Q'HFHPEHUWKH&RPSDQ\DGRSWHG$6&XVLQJWKH
PRGLILHGUHWURVSHFWLYHPHWKRGDSSOLHGWRWKRVHFRQWUDFWVWKDWZHUHQRWFRPSOHWHGDVRIWKHDGRSWLRQGDWH8SRQ $6&WKH
&RPSDQ\FRQFOXGHGWKDWRQDTXDQWLWDWLYHDQGTXDOLWDWLYHEDVLVWKH&ORXG6HUYLFHVGLGQRWFRQVWLWXWHDPDWHULDOSHUIRUPDQFH
REOLJDWLRQIRUWKHWKHQH[LVWLQJSURGXFWVDQGDVVXFKWKHVHVHUYLFHVZHUHQRWFRQVLGHUHGDVHSDUDWHSHUIRUPDQFHREOLJDWLRQWKDW
UHTXLUHGDOORFDWLRQRIWUDQVDFWLRQSULFH8QGHUWKHPRGLILHGUHWURVSHFWLYHPHWKRGWKH&RPSDQ\UHFRJQL]HGWKHFXPXODWLYH
HIIHFWRIWKHDGRSWLRQDQGUHFRUGHGDQHWLQFUHDVHRIPLOOLRQWRWKHEHJLQQLQJUHWDLQHGHDUQLQJVDVRI'HFHPEHU
'XULQJWKHWKLUGTXDUWHURIWKH&RPSDQ\ODXQFKHG5RRPEDLDQGLZKLFKEURXJKWDQHZOHYHORILQWHOOLJHQFH
DQGDXWRPDWLRQWRURERWLFYDFXXPFOHDQHUVZLWKWKHDELOLW\WROHDUQPDSDQGDGDSWWRDKRPH VIORRUSODQ 7KH&RPSDQ\KDV
FRQFOXGHGWKDWEHJLQQLQJZLWKWKLVODXQFKWKH&ORXG6HUYLFHVUHODWHGWRWKHVHQHZSURGXFWVDUHDPDWHULDOSHUIRUPDQFH
REOLJDWLRQ)RUFRQWUDFWVWKDWFRQWDLQPXOWLSOHSHUIRUPDQFHREOLJDWLRQVWKHWUDQVDFWLRQSULFHLVDOORFDWHGWRHDFKSHUIRUPDQFH
REOLJDWLRQEDVHGRQDUHODWLYHVWDQGDORQHVHOOLQJSULFH 663  7KH663UHIOHFWVWKH&RPSDQ\ VEHVWHVWLPDWHRIZKDWWKH
VHOOLQJSULFHVRIHOHPHQWVZRXOGEHLIWKH\ZHUHVROGUHJXODUO\RQDVWDQGDORQHEDVLV5HYHQXHDOORFDWHGWRWKHURERWVLV
UHFRJQL]HGDWDSRLQWLQWLPHZKHQFRQWUROLVWUDQVIHUUHG5HYHQXHDOORFDWHGWRWKH&ORXG6HUYLFHVLVGHIHUUHGDQGUHFRJQL]HGRQ
DVWUDLJKWOLQHEDVLVRYHUWKHHVWLPDWHGSHULRGWKHVRIWZDUHXSJUDGHVDQGVHUYLFHVDUHH[SHFWHGWREHSURYLGHG)RUFRQWUDFWV
ZLWKDGXUDWLRQRIJUHDWHUWKDQRQH\HDUWKHWUDQVDFWLRQSULFHDOORFDWHGWRSHUIRUPDQFHREOLJDWLRQVWKDWDUHXQVDWLVILHGDVRI
'HFHPEHUDQG'HFHPEHUDUHQRWPDWHULDO7KH&RPSDQ\GRHVQRWGLVFORVHWKHYDOXHRIXQVDWLVILHG
SHUIRUPDQFHREOLJDWLRQVIRUFRQWUDFWVZLWKDQRULJLQDOH[SHFWHGGXUDWLRQRIRQH\HDURUOHVV
7KH&RPSDQ\¶VSURGXFWVJHQHUDOO\FDUU\DRQH\HDURUWZR\HDUOLPLWHGZDUUDQW\WKDWSURPLVHVFXVWRPHUVWKDWGHOLYHUHG
SURGXFWVDUHDVVSHFLILHG7KH&RPSDQ\GRHVQRWFRQVLGHUWKHVHDVVXUDQFHW\SHZDUUDQWLHVDVDVHSDUDWHSHUIRUPDQFHREOLJDWLRQ
DQGWKHUHIRUHWKH&RPSDQ\DFFRXQWVIRUVXFKZDUUDQWLHVXQGHU$6&*XDUDQWHHV
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DQGDUHH[SHQVHGDVLQFXUUHG
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The Company provides limited rights of returns for direct-to-consumer sales generated through its on-line stores and
certain resellers and distributors. The Company records an allowance for product returns based on specific terms and conditions
included in the customer agreements or based on historical experience and the Company's expectation of future returns. In
addition, the Company may provide other credits or incentives which are accounted for as variable consideration when
estimating the amount of revenue to recognize. Where appropriate, these estimates take into consideration relevant factors such
as the Company’s historical experience, current contractual requirements, specific known market events and forecasted
inventory level in the channels. Overall, these reserves reflect the Company’s best estimates, and the actual amounts of
consideration ultimately received may differ from the Company’s estimates. Returns and credits are estimated at contract
inception and updated at the end of each reporting period as additional information becomes available. As of December 28,
2019, the Company has reserves for product returns of $55.2 million and other credits and incentives of $134.0 million. As of
December 29, 2018, the Company had reserves for product returns of $53.9 million and other credits and incentives of $97.7
million. Revenue recognized during the years ended December 28, 2019 and December 29, 2018 related to performance
obligations satisfied in a prior period was not material.
Disaggregation of Revenue
The following table provides information about disaggregated revenue by geographical region (in thousands):
December 28, 2019

United States

$

EMEA
Other
Total revenue

$

December 29, 2018

603,618 $

560,995

357,760
252,632

311,659
219,930

1,214,010 $

1,092,584

Contract Balances
The following table provides information about receivables and contract liabilities from contracts with customers (in
thousands):
December 28 2019

Accounts receivable, net
Contract liabilities

$

146,161
6,991

December 29, 2018

$

162,166
5,756

The Company invoices customers based upon contractual billing schedules, and accounts receivable are recorded when
the right to consideration becomes unconditional. Contract liabilities primarily relate to prepayments received from customers
in advance of product shipments. The change in the opening and closing balances of the Company’s contract assets and contract
liabilities primarily results from the timing difference between the Company’s performance and the customer’s payment.
During the years ended December 28, 2019 and December 29, 2018, the Company recognized $5.8 million and $6.7 million,
respectively, of the contract liability balance as revenue upon transfer of the products to customers.
Practical Expedients and Exemptions
The Company generally expenses sales commissions when incurred because the amortization period is generally one year
or less. These costs are recorded within sales and marketing expenses.
The Company does not assess whether a prepayment received represents a significant financing component as the period
between when the payment is received and the transfer of the products to the customer is generally one year or less.
The Company does not disclose the value of unsatisfied performance obligations for contracts with an original expected
duration of one year or less.
4.

Leases

The Company's leasing arrangements primarily consist of operating leases for its facilities which include corporate, sales
and marketing and research and development offices. For leases with terms greater than 12 months, the Company records the
related right-of-use asset and lease obligation at the present value of lease payments over the term. The Company's leases
typically include rental escalation clauses, renewal options and/or termination options that are factored into the determination of
lease payments when appropriate. The Company does not separate lease and nonlease components of contracts and excludes all
variable lease payments from the measurement of right-of-use assets and lease liabilities. The Company's variable lease
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payments generally include usage based nonlease components. The Company's lease agreements do not contain any residual
value guarantees or restrictive covenants. Leases with an initial term of 12 months or less are not recorded on the balance sheet.
Lease expense is recognized on a straight-line basis over the lease term.
The Company's existing leases do not provide a readily determinable implicit rate. Therefore, the Company estimates its
incremental borrowing rate to discount the lease payments based on information available at December 30, 2018 (date of initial
application) or the lease commencement date for new leases post adoption. At December 28, 2019, the Company's weighted
average discount rate was 3.61%, while the weighted average remaining lease term was 9.21 years.
The components of lease expense were as follows (in thousands):
December 28, 2019

$

8,777
4,096

Total lease cost

$

12,873

Rental expense under operating leases for fiscal years 2018 and 2017 amounted to $12.9 million and $8.9 million,
respectively.
Supplemental cash flow information related to leases was as follows (in thousands):
December 28, 2019

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases
Right-of-use assets obtained in exchange for lease obligations:
Operating leases

$

9,540

$

53,227

Maturities of operating lease liabilities were as follows as of December 28, 2019 (in thousands):
2020
2021
2022

$

2023
2024
Thereafter
Total minimum lease payments
Less: imputed interest

$

Present value of future minimum lease payments
Less: current portion of operating lease liabilities (Note 9)
Long-term lease liabilities

$
$

8,936
8,263
7,592
7,145
6,308
34,957
73,201
11,430
61,771
6,843
54,928

Financial Statement Impact of Adopting ASC 842
The Company adopted ASC 842 effective December 30, 2018 using the alternative transition method. Under this
alternative transition method, a company is permitted to use its effective date as the date of initial application without restating
comparative period financial statements. The Company elected the package of practical expedients permitted under the
transition guidance, which allowed the Company to carryforward its historical assessments of (1) whether contracts are or
contain leases, (2) lease classification and (3) initial direct costs. In addition, the Company elected the practical expedient to use
hindsight in determining lease term. The adoption of the new standard resulted in the recognition of right-of-use assets and
lease liabilities of approximately $52.8 million and $67.3 million, respectively. The standard did not materially impact the
Company's consolidated income or cash flows.
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5.

Business Combinations
Acquisition of Robopolis

In October 2017, the Company closed the acquisition of its largest European distributor, Robopolis SAS, a French
company ("Robopolis"). The acquisition will better enable the Company to maintain its leadership position and grow its
business in several Western European countries through direct control of pre- and post-sales market activities including sales,
marketing, branding, channel relationships and customer service. The purchase price was $169.4 million in cash, net of
acquired cash of $38.0 million. The acquisition was a stock purchase. The results of operations for this acquisition have been
included in the Company’s operating results since the acquisition date.
The following table summarizes the final allocation of the purchase price (in thousands):
Cash
Accounts receivable, net (1)

$

Inventory
Goodwill

37,981
21,426
36,304
80,419

Intangible assets
Other assets
Total assets

36,597
2,456
215,183

Accounts payable
Accrued expenses

(29,391)
(3,376)

Deferred tax liabilities
Other liabilities

(10,864)
(2,138)
(45,769)

Total liabilities assumed
Net assets acquired

$

169,414

(1) The accounts receivable balance includes reserves for product returns, discounts and promotions assumed as
part of the acquisition.
The following table reflects the fair value of the acquired identifiable intangible assets and related estimates of useful lives
(in thousands):
Useful Life

Reacquired distribution rights
Customer relationships
Non-competition agreements
Total

2.25 years
14 years
3 years

Fair Value

$

$

29,296
7,029
272
36,597

Acquisition of Sales On Demand Corporation
In April 2017, the Company closed its acquisition of the iRobot-related distribution business of Sales On Demand
Corporation ("SODC") for $16.6 million in cash, equal to the book value of the acquired assets. The acquisition will better
enable the Company to maintain its leadership position and accelerate the growth of its business in Japan through direct control
of pre- and post-sales market activities including sales, marketing, branding, channel relationships and customer service. It also
expands the Company's presence and customer outreach opportunities in Japan. The acquisition was a stock purchase. The
results of operations for this acquisition have been included in the Company's operating results since the acquisition date.
During 2017, the Company finalized the purchase price allocation and made measurement period adjustments to the
provisional amounts reported as the estimated fair values of assets acquired. These measurement period adjustments resulted in
a $2.2 million non-taxable gain on business acquisition which represents the excess of the fair value of the net assets acquired
over the purchase price. The gain on business acquisition was recorded within other income, net in the consolidated statements
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of income. The Company believes that the gain on business acquisition was due to the transaction not being subjected to a
competitive bidding process and the purchase price being determined based on the net book value of the net assets acquired.
The following table summarizes the final allocation of the purchase price (in thousands):
Cash
Accounts receivable, net (1)

$

18,290
2,065
409
—

Intangible assets

8,640

Total assets acquired

24,033
(4,450)

Accrued expenses and other current liabilities
Other liabilities

(691)
(5,141)

Total liabilities assumed
Net assets acquired
Gain on business acquisition
Total purchase price

$

18,892
(2,243)

$

16,649

(1) The accounts receivable balance reflects reserves for product returns, discounts and promotions assumed as part
of the acquisition.
The following table reflects the fair value of the acquired identifiable intangible assets and related estimates of useful lives
(in thousands):
Useful Life

Customer relationships
Reacquired distribution rights
Total

13 years
9 months

Fair Value

$

4,490
4,150
8,640

$

Pro Forma Results (Unaudited)
The following table shows unaudited pro forma results of operations as if the Company had acquired Robopolis on
January 1, 2017 (in thousands, except per share amounts):
Fiscal Year Ended
December 30, 2017

Revenue
Net income
Net income per share:
Basic income per share
Diluted income per share

$

901,612
51,887

$
$

1.88
1.80

The Company has not furnished pro forma financial information relating to its acquisition of SODC in 2017 and an
immaterial acquisition during the fiscal year 2019, because such information is not material, individually or in the aggregate, to
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Deferred tax assets, net
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its financial results. The unaudited pro forma results of operations are not necessarily indicative of the actual results that would
have occurred had the transactions taken place at the beginning of the periods indicated.

6.

Inventory
Inventory consists of the following (in thousands):
December 28,
2019

Raw materials

$

2,825
154,522

$

$

157,347

$

Finished goods

7.

December 29,
2018

2,992
161,641
164,633

Property and Equipment
Property and equipment consists of the following (in thousands):
December 28,
2019

Computer and equipment

$

13,588
6,494

Furniture and fixtures
Machinery and tooling
Leasehold improvements

December 29,
2018

$

79,213
39,538
17,933

Business applications software
Subtotal
Less: accumulated depreciation
Property and equipment, net

156,766
80,778
75,988

$

12,339
5,231
60,281
28,701
15,638
122,190
65,164
57,026

$

As of December 28, 2019 and December 29, 2018, the net book value of capitalized internal-use software costs was $6.8
million and $4.7 million, respectively, which are included within business applications software.
Depreciation expense for the years ended December 28, 2019, December 29, 2018 and December 30, 2017 was $24.4
million, $17.0 million, and $12.3 million, respectively, which included amortization expense of $1.5 million, $1.2 million and
$1.5 million, respectively, for capitalized internal-use software.
8.

Goodwill and other intangible assets

The following table summarizes the activity in the carrying amount of goodwill for fiscal years 2019 and 2018 (in
thousands):
Balance as of December 30, 2017
Purchase accounting adjustments

$

Effect of foreign currency translation
Balance as of December 29, 2018

121,440
830
(3,374)
118,896

Acquisition
Effect of foreign currency translation
Balance as of December 28, 2019

2,050
(2,214)
$
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Intangible assets consisted of the following (in thousands):
December 28, 2019
Cost

Completed technology
Tradename
Customer relationships
Reacquired distribution rights

$ 28,100
100
11,095

$

24,605
100
2,302

31,680
256
$ 71,231

$

Net

$

Accumulated
Amortization

Cost

3,495
—
8,793

$ 26,900
100
11,291

31,680

—

32,499

192
58,879

64
$ 12,352

263
$ 71,053

$

$

21,607
100
1,365

Net

$

5,293
—
9,926

23,598

8,901

110
46,780

153
$ 24,273

Amortization expense related to acquired intangible assets was $12.8 million, $19.6 million and $13.1 million for the
fiscal years ended December 28, 2019, December 29, 2018 and December 30, 2017, respectively.
The estimated future amortization expense related to current intangible assets in each of the five succeeding fiscal years is
expected to be as follows (in thousands):
Cost of Revenue

2020

$

1,140

Operating Expenses

$

1,000

Total

$

2,140

2021
2022

1,140
915

781
781

1,921
1,696

2023
2024

240
60

781
781

1,021
841

Thereafter
Total

$

61

—
3,495

$

4,733
8,857

$

4,733
12,352
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9.

Accrued Expenses
Accrued expenses consist of the following (in thousands):
December 28,
2019

Accrued warranty
Accrued other compensation

$

Accrued bonus
Accrued sales and other indirect taxes payable
Accrued direct fulfillment costs
Current portion of operating lease liabilities
Accrued federal and state income taxes
Accrued other
$
10.

13,856
13,331

December 29,
2018

$

11,964
10,518

12,541
12,440

21,226
11,397

10,582
6,843
3,378

5,372
—
1,936

8,797
81,768

$

8,846
71,259

Working Capital Facility

Credit Facility
In June 2018, the Company entered into an agreement with Bank of America, N.A., increasing the amount of its
unsecured revolving line of credit from $75.0 million to $150.0 million and extending the term of the credit facility to June
2023. As of December 28, 2019, the Company had no outstanding borrowings under the revolving credit facility. The revolving
line of credit is available to fund working capital and other corporate purposes. The interest on loans under the credit facility
accrues, at the Company's election, at either (1) LIBOR plus a margin, currently equal to 1.0%, based on the Company's ratio of
indebtedness to Adjusted EBITDA (the "Eurodollar Rate"), or (2) the lender’s base rate. The lender’s base rate is equal to the
highest of (1) the federal funds rate plus 0.5%, (2) the lender’s prime rate or (3) the Eurodollar Rate plus 1.0%. In the event that
LIBOR is discontinued as expected in 2021, the Company expects the interest rates for the debt following such event will be
based on either alternate base rates or agreed upon replacement rates. While the Company does not expect a LIBOR
discontinuation to affect its ability to borrow or maintain already outstanding borrowings, it could result in higher interest rates.
The credit facility contains customary terms and conditions for credit facilities of this type, including restrictions on the
Company's ability to incur or guarantee additional indebtedness, create liens, enter into transactions with affiliates, make loans
or investments, sell assets, pay dividends or make distributions on, or repurchase, the Company's stock, and consolidate or
merge with other entities. In addition, the Company is required to meet certain financial covenants customary with this type of
agreement, including maintaining a maximum ratio of indebtedness to Adjusted EBITDA and a minimum specified interest
coverage ratio.
The credit facility contains customary events of default, including for payment defaults, breaches of representations,
breaches of affirmative or negative covenants, cross defaults to other material indebtedness, bankruptcy and failure to discharge
certain judgments. If a default occurs and is not cured within any applicable cure period or is not waived, the Company's
obligations under the credit facility may be accelerated.
As of December 28, 2019, the Company was in compliance with all covenants under the revolving credit facility.
Lines of Credit
The Company has an unsecured letter of credit facility with Bank of America, N.A., available to fund letters of credit up
to an aggregate outstanding amount of $5.0 million. As of December 28, 2019, the Company had letters of credit outstanding of
$0.5 million under the letter of credit facility.
The Company has an unsecured guarantee line of credit with Mizuho, Bank Ltd., available to fund import tax payments
up to an aggregate outstanding amount of 220.0 million Japanese Yen. As of December 28, 2019, the Company had no
outstanding balance under the guarantee line of credit.
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11.

Derivative Instruments and Hedging Activities

The Company operates internationally and, in the normal course of business, is exposed to fluctuations in foreign
currency exchange rates. The foreign currency exposures typically arise from transactions denominated in currencies other than
the functional currency of the Company's operations, primarily the British Pound, Canadian Dollar, Euro and Japanese Yen. The
Company uses derivative instruments that are designated in cash flow hedge relationships to reduce or eliminate the effects of
foreign exchange rate change on sales. These contracts typically have maturities of thirty-seven months or less. At
December 28, 2019 and December 29, 2018, the Company had outstanding cash flow hedges with a total notional value of
$424.6 million and $366.7 million, respectively.

The fair values of derivative instruments are as follows (in thousands):

Fair Value
December 28,
2019

Classification

December 29,
2018

Derivatives not designated as hedging instruments:
Foreign currency forward contracts
Foreign currency forward contracts
Derivatives designated as cash flow hedges:

Other current assets
Accrued expenses

$

Foreign currency forward contracts

Other current assets

$

Foreign currency forward contracts
Foreign currency forward contracts

Other assets
Accrued expenses

Foreign currency forward contracts

Long-term liabilities

1,855
297

$

4,347

$

551
—
53

9,112
47

172
335

414

795

Gains (losses) associated with derivative instruments not designated as hedging instruments are as follows (in thousands):
Fiscal year ended
December 28,
2019

Classification

Gain (loss) recognized in income

Other income, net

$

December 29,
2018

89

$

1,568

The following tables reflect the effect of derivatives designated as cash flow hedging for the years ended (in thousands):

Gain (loss) recognized in OCI on
Derivative (1)
Fiscal year ended
December 28,
2019

$

Foreign currency forward contracts

16,483

December 29,
2018

$

(1) The amount represents the change in fair value of derivative contracts due to changes in spot rates.
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The Company also enters into economic hedges that are not designated as hedges from an accounting standpoint to reduce
or eliminate the effects of foreign exchange rate changes typically related to short term trade receivables and payables. These
contracts typically have maturities of ten months or less. At December 28, 2019 and December 29, 2018, the Company had
outstanding economic hedges with a total notional value of $58.4 million and $56.0 million, respectively.
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Gain (loss) recognized in earnings on cash flow hedging instruments
December 28, 2019
Revenue

Consolidated statements of income in which the effects
of cash flow hedging instruments are recorded

December 29, 2018

Cost of revenue

Revenue

Cost of revenue

$

1,214,010

$

670,083

$

1,092,584

$

$

1,889

$

—

$

948

$

537,156

Gain or (loss) on cash flow hedging relationships:
Foreign currency forward contracts:
Amount of gain (loss) reclassified from AOCI into
earnings

12.

(386)

Fair Value Measurements
The Company’s financial assets and liabilities measured at fair value on a recurring basis were as follows (in thousands):
Fair Value Measurements as of
December 28, 2019
Level 1

Level 2 (1)

Level 3 (2)

Assets:
Corporate and government bonds, $17,016 at cost (3)
Derivative instruments (Note 11)

$

Total assets measured at fair value

$

—

$

32,346

$

—

$
$

—
—

$
$

758
758

$
$

—
—

—

$

—

Liabilities:
Derivative instruments (Note 11)
Total liabilities measured at fair value

17,032

$

—

15,314

—

The Company’s financial assets and liabilities measured at fair value on a recurring basis were as follows (in thousands):
Fair Value Measurements as of
December 29, 2018
Level 1

Assets:
Money market funds
Corporate and government bonds, $30,035 at cost

$

Convertible note
Derivative instruments (Note 11)
Total assets measured at fair value

Level 2 (1)

3,730

$

Level 3 (2)

—

$

—

—

29,605

—

—
—

—
776

2,000
—

$

3,730

$

30,381

$

2,000

$
$

—
—

$
$

1,130
1,130

$
$

—
—

Liabilities:
Derivative instruments (Note 11)
Total liabilities measured at fair value

(1) Level 2 fair value estimates are based on observable inputs other than quoted prices in active markets for identical
assets and liabilities, quoted prices for identical or similar assets or liabilities in inactive markets, or other inputs that
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are observable or can be corroborated by observable market data for substantially the full term of the assets or
liabilities.
(2) Level 3 fair value estimates are based on inputs that are generally unobservable and typically reflect management’s
estimates of assumptions that market participants would use in pricing the asset or liability. The fair values are
therefore determined using model-based techniques, including option pricing and discounted cash flow
models. Unobservable inputs used in the models are significant to the fair values of the assets and liabilities.
(3) As of December 28, 2019, the Company’s investments had maturity dates ranging from February 2020 to March 2021.

Balance as of December 29, 2018

$

Conversion of convertible note
Balance as of December 28, 2019

13.

$

2,000
(2,000)
—

Stockholders' Equity

Preferred Stock
The Company has authorized 5,000,000 shares of undesignated preferred stock with a par value of $0.01 per share. None
of the preferred shares were issued and outstanding at December 28, 2019 and December 29, 2018.
Common Stock
Common stockholders are entitled to one vote for each share held and to receive dividends if and when declared by the
Company's board of directors and subject to and qualified by the rights of holders of the preferred stock. Upon dissolution or
liquidation of the Company, holders of common stock will be entitled to receive all available assets subject to any preferential
rights of any then outstanding preferred stock.
Share Repurchase Activity
On February 27, 2018, the Company's board of directors approved a stock repurchase program authorizing up to $50.0
million in share repurchases. This share repurchase program commenced on March 28, 2018 with an expiration date of
December 28, 2018. As of June 30, 2018, the Company completed the repurchase program and repurchased 798,794 shares of
common stock totaling $50.0 million.
14.

Stock-Based Compensation

The Company has awards and options outstanding under three stock incentive plans: the 2005 Stock Option and Incentive
Plan (the "2005 Plan"), the 2015 Stock Option and Incentive Plan (the "2015 Plan") and the 2018 Stock Option and Incentive
Plan (the "2018 Plan" and together with 2005 Plan and the 2015 Plan, the "Plans"). The 2018 Plan is the only one of the three
plans under which new awards may currently be granted. Under the 2018 Plan, which became effective on May 23, 2018,
1,750,000 shares were initially reserved for issuance in the form of incentive stock options, non-qualified stock options, stock
appreciation rights, restricted stock awards, restricted stock units, unrestricted stock awards, cash-based awards, and dividend
equivalent rights. Stock awards returned to the Plans, with the exception of those issued under the 2005 Plan, as a result of their
expiration, cancellation or termination are automatically made available for issuance under the 2018 Plan. Eligibility for
incentive stock options is limited to those individuals whose employment status would qualify them for the tax treatment
associated with incentive stock options in accordance with the Internal Revenue Code. As of December 28, 2019, there were
1,293,482 shares available for future grant under the 2018 Plan. The Company recognized $23.7 million, $25.8 million and
$19.8 million of stock-based compensation expense during the fiscal years ended December 28, 2019, December 29, 2018, and
December 30, 2017, respectively.
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The following table provides a summary of changes in fair value of our Level 3 investment for the twelve months ended
December 28, 2019 (in thousands):
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Stock-based compensation breaks down by expense classification as follows (in thousands):
Fiscal Year Ended
December 28,
2019

Cost of revenue
Research and development

$

Selling and marketing
General and administrative
Total

$

1,486
9,186
3,323
9,749
23,744

December 29,
2018

$

$

1,407
7,494
2,842
14,061
25,804

December 30,
2017

$

$

1,082
5,009
2,571
11,089
19,751

Stock Options
Options granted under the Plans are exercisable in full at any time subsequent to vesting, generally vest over four years,
and expire five years or ten years from the date of grant or, if earlier, 90 days from employee termination. The exercise price of
stock options is typically equal to the Company's closing stock price on the date of grant.
As of December 28, 2019, the unamortized compensation costs associated with stock options was $0.4 million with a
weighted-average remaining recognition period of 0.61 years.
The following table summarizes stock option activity for fiscal years 2019, 2018 and 2017:
Number of
Shares

Outstanding at December 31, 2016
Granted
Exercised

1,088,174

$

(18,928)

Outstanding at December 30, 2017
Granted
Exercised

712,954

Aggregate
Intrinsic
Value(1)

32.27

$

—
(239,830)

28.79
36.72
34.34
—
33.40
46.20

(10,863)

Outstanding at December 28, 2019

322,908

$

34.55
—
32.95
37.03
35.08

Vested and expected to vest at December 28, 2019
Exercisable as of December 28, 2019

322,908
293,159

$
$

35.08
34.30

Exercised
Canceled

Weighted Average
Remaining
Contractual Term

57.33

10,975
(367,267)

Canceled

Canceled
Outstanding at December 29, 2018
Granted

Weighted Average
Exercise Price

462,261 $
—
(127,024)
(12,329)

2.47 years

$5.65 million

2.47 years
2.35 years

$5.65 million
$5.32 million

_________________________
(1)
The aggregate intrinsic value on the table above represents the difference between the Company's closing stock price
on December 28, 2019 of $50.20 and the exercise price of the underlying in-the-money option.
During fiscal years 2019, 2018, and 2017, the total intrinsic value of stock options exercised was $8.9 million, $14.9
million, and $21.8 million, respectively.
Time-based Restricted Stock Units
Time-based restricted stock units entitle the holder to a specific number of shares of common stock upon vesting,
typically over a four year period. As of December 28, 2019, the unamortized compensation costs associated with restricted
stock units was $49.2 million with a weighted-average remaining recognition period of 2.53 years.
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The following table summarizes the time-based restricted stock unit activity for fiscal years 2019, 2018 and 2017:
Number of
Shares Underlying
Restricted Stock

Outstanding at December 31, 2016
Granted
Vested

935,179

Weighted Average
Grant Date Fair
Value

$

396,164
(351,543)
(41,347)

Forfeited
Outstanding at December 30, 2017
Granted
Vested
Forfeited
Outstanding at December 29, 2018

855,889

Granted
Vested
Forfeited
Outstanding at December 28, 2019

407,325
(358,119)

$

81.55
47.30
60.62
63.32
79.91
54.89
76.85

(85,863)
819,232

72.63
33.73
39.52
51.24

$

73.83

The aggregate intrinsic value of outstanding time-based restricted stock units at December 28, 2019 was $42.8 million
based on the Company's closing stock price on December 28, 2019 of $50.20, with a weighted average remaining contractual
term of 1.52 years.
Performance-Based Restricted Stock Units
The Company grants performance-based restricted stock units ("PSUs") to certain of its employees. The PSUs have
performance metrics based on financial performance of the Company measured at the end of a three year performance period.
For the 2017 grant year, the performance metric for these awards is based on revenue, operating income and/or operating
income percent, with a threshold requirement for a minimum amount of revenue growth. Starting in 2018, the Company has
removed revenue as a performance metric in the PSU plan design and changed the payout metric from three-year cumulative
operating income as a percentage of annual revenue to three-year cumulative operating income in dollars. The number of shares
actually earned at the end of the three-year period will range from 0% to 200% of the target number of PSUs granted based on
the Company’s performance against the performance conditions.
The unamortized fair value as of December 28, 2019 associated with performance based restricted stock units was $1.7
million with a weighted-average remaining recognition period of 1.04 years.
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938,453 $
307,614
(351,816)
(38,362)

35.07
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The following table summarizes the performance-based restricted stock unit activity for fiscal years 2019, 2018 and 2017:
Number of
Shares Underlying
PSU

Weighted Average
Grant Date Fair
Value

Outstanding at December 31, 2016

163,911

Granted
Vested
Forfeited

105,650
(24,792)
(2,708)

Outstanding at December 30, 2017
Granted
Vested
Forfeited

242,061 $
91,538
(56,259)

Outstanding at December 29, 2018
Granted
Vested
Forfeited

274,119 $
70,827
(78,943)
(49,772)

Outstanding at December 28, 2019

216,231

$

(3,221)

$

35.03
57.33
43.35
39.71
43.97
68.41
34.30
45.71
54.10
122.20
33.33
78.29
78.42

The aggregate intrinsic value of outstanding PSUs was $11.3 million based on the Company's closing stock price on
December 28, 2019 of $50.20 with a weighted average remaining contractual term of 1.04 years.
Employee Stock Purchase Plan
In May 2017, the Company’s stockholders approved the 2017 Employee Stock Purchase Plan ("ESPP"). Eligible
employees may purchase the Company’s common stock through payroll deductions at a price equal to 85% of the lower of the
fair market values of the stock as of the beginning or the end of six-month offering periods beginning November 15 and May
15 of each year. An employee’s payroll deductions under the ESPP are limited to 15% of the employee’s compensation, up to
$4,000 each period, for the purchase of common stock not to exceed 1,000 shares per offering period. As of December 28,
2019, there were 570,962 shares reserved for future issuance under the ESPP. The Company recognized $1.1 million, $1.0
million, and $0.1 million of stock-based compensation expense during the fiscal years ended December 28, 2019, December 29,
2018, and December 30, 2017, respectively.
15.

Commitments and Contingencies

Legal Proceedings
From time to time and in the ordinary course of business, the Company is subject to various claims, charges and
litigation. The outcome of litigation cannot be predicted with certainty and some lawsuits, claims or proceedings may be
disposed of unfavorably to us, which could materially affect our financial condition or results of operations. For the following
litigation matters, a liability is not probable or the amount cannot be reasonably estimated and therefore accruals have not been
made.
On October 24, 2019, purported Company shareholder Miramar Firefighters’ Pension Fund filed a putative class action in
the U.S. District Court for the Southern District of New York against the Company and certain of its directors and officers,
captioned Miramar Firefighters’ Pension Fund v. iRobot Corporation, et al., No. 1:19-cv-09837. The complaint alleges
violations of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, as amended (the "Exchange Act") and Rule
10b-5 thereunder based on allegedly false and misleading statements and omissions concerning the Company’s acquisitions of
Sales on Demand Corporation and Robopolis SAS and the Company’s subsequent financial performance. The complaint seeks,
among other things, unspecified compensatory damages, including interest, in connection with the Company’s allegedly
inflated stock price, attorneys’ fees and costs, and unspecified equitable/injunctive relief. This case has been transferred to the
U.S. District Court for the District of Massachusetts. A similar case captioned Campbell v. iRobot Corporation, et al., No. 1:19cv-12483 was also filed in the U.S. District Court for the Southern District of New York and subsequently transferred to the
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U.S. District Court for the District of Massachusetts. On January 24, 2020, the Court consolidated the Miramar and Campbell
cases and appointed a lead plaintiff and lead plaintiff's Counsel.

On January 9, 2020, purported Company shareholder Robert Truman, derivatively on behalf of iRobot Corporation, filed
a complaint in the U.S. District Court for the District of Massachusetts against the Company and certain of its directors and
officers, captioned Robert Truman, on behalf of iRobot Corporation v. iRobot Corporation, et al., No. 1:20-cv-10034. The
complaint alleges breaches of fiduciary duties, unjust enrichment, abuse of control, gross mismanagement, waste of corporate
assets, and violations of Sections 10(b), 14(a) and 20(a) of the Exchange Act and Rule 10b-5 thereunder based on allegedly
false and misleading statements and omissions concerning the Company’s acquisitions of Sales on Demand Corporation and
Robopolis SAS and the Company’s subsequent financial performance. The complaint seeks, among other things, unspecified
compensatory damages, including interest, in connection with the Company’s allegedly inflated stock price, attorneys’ fees and
costs, and unspecified equitable/injunctive relief.
On January 22, 2020, purported Company shareholder Alexa Ruhfass, derivatively on behalf of iRobot Corporation, filed
a complaint in the U.S. District Court for the District of Massachusetts against the Company and certain of its directors and
officers, captioned Alexa Ruhfass, on behalf of iRobot Corporation v. iRobot Corporation, et al., No. 1:20-cv-10133. The
complaint alleges breaches of fiduciary duties, unjust enrichment, waste of corporate assets, and violations of Sections 14(a)
and 20(a) of the Exchange Act and Rule 10b-5 thereunder based on allegedly false and misleading statements and omissions
concerning the Company’s acquisitions of Sales on Demand Corporation and Robopolis SAS and the Company’s subsequent
financial performance. The complaint seeks, among other things, unspecified compensatory damages, including interest, in
connection with the Company’s allegedly inflated stock price, attorneys’ fees and costs, and unspecified equitable/injunctive
relief.
On February 10, 2020, purported Company shareholder William Tasco, derivatively on behalf of iRobot Corporation,
filed a complaint in the U.S. District Court for the District of Massachusetts against the Company and certain of its directors
and officers, captioned William Tasco, derivatively on behalf of iRobot Corporation v. iRobot Corporation, et al., No. 1:20cv-10253. The complaint alleges breaches of fiduciary duties, unjust enrichment, abuse of control, gross mismanagement, waste
of corporate assets, and violations of Sections 10(b), 14(a) and 20(a) of the Exchange Act and Rule 10b-5 thereunder based on
allegedly false and misleading statements and omissions concerning the Company’s acquisitions of Sales on Demand
Corporation and Robopolis SAS and the Company’s subsequent financial performance. The complaint seeks, among other
things, unspecified compensatory damages, including interest, in connection with the Company’s allegedly inflated stock price,
attorneys’ fees and costs, and unspecified equitable/injunctive relief.
Outstanding Purchase Orders
At December 28, 2019, we had outstanding purchase orders aggregating approximately $124.4 million. The purchase
orders, the majority of which are with our contract manufacturers for the purchase of inventory in the normal course of
business, are for manufacturing and non-manufacturing related goods and services, and are generally cancelable without
penalty. In circumstances where we determine that we have financial exposure associated with any of these commitments, we
record a liability in the period in which that exposure is identified.
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On December 20, 2019, purported Company shareholders David Katz and Thomas Wightman, derivatively on behalf of
iRobot Corporation, filed a complaint in the U.S. District Court for Southern District of New York against the Company and
certain of its directors and officers, captioned David Katz and Thomas Wightman, on behalf of iRobot Corporation v. iRobot
Corporation, et al., No. 1:19-cv-11692. The complaint alleges breaches of fiduciary duties, unjust enrichment, violations of
Sections 10(b) and 20(a) of the Exchange Act and Rule 10b-5 thereunder based on allegedly false and misleading statements
and omissions concerning the Company’s acquisitions of Sales on Demand Corporation and Robopolis SAS and the Company’s
subsequent financial performance. The complaint seeks, among other things, unspecified compensatory damages, including
interest, in connection with the Company’s allegedly inflated stock price, attorneys’ fees and costs, and unspecified equitable/
injunctive relief. This case has been transferred to the U.S. District Court for the District of Massachusetts.
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Guarantees and Indemnification Obligations
The Company enters into standard indemnification agreements in the ordinary course of business. Pursuant to these
agreements, the Company indemnifies and agrees to reimburse the indemnified party for losses incurred by the indemnified
party, generally the Company’s customers, in connection with any patent, copyright, trade secret or other proprietary right
infringement claim by any third party. The term of these indemnification agreements is generally perpetual any time after
execution of the agreement. The maximum potential amount of future payments the Company could be required to make under
these indemnification agreements is unlimited. The Company has never incurred costs to defend lawsuits or settle claims
related to these indemnification agreements. As a result, the Company believes the estimated fair value of these agreements is
minimal. Accordingly, the Company has no liabilities recorded for these agreements as of December 28, 2019 and
December 29, 2018, respectively.
Warranty
The Company provides warranties on most products and has established a reserve for warranty obligations based on
estimated warranty costs. The reserve is included as part of accrued expenses (Note 9) in the accompanying consolidated
balance sheets.
Activity related to the warranty accrual was as follows (in thousands):
Fiscal Year Ended
December 28,
2019

Balance at beginning of period

$

Liability assumed (1)
Provision

11,964
—

December 29,
2018

$

14,091
(12,199)

Warranty usage
Balance at end of period

$

13,856

11,264
—

December 30,
2017

$

10,798
(10,098)
$

11,964

8,464
2,186
8,591
(7,977)

$

11,264

__________________________________
(1)
Warranty assumed as part of the acquisition of the iRobot-related distribution business of SODC.
16.

Employee Benefits

The Company sponsors a retirement plan under Section 401(k) of the Internal Revenue Code (the "Retirement Plan"). All
Company employees, with the exception of temporary, contract and international employees are eligible to participate in the
Retirement Plan after satisfying age requirements prescribed by the Retirement Plan. Under the Retirement Plan, employees
may make tax-deferred contributions, and the Company, at its sole discretion, and subject to the limits prescribed by the IRS,
may make either a nonelective contribution on behalf of all eligible employees or a matching contribution on behalf of all plan
participants.
The Company elected to make a matching contribution of approximately $2.9 million, $2.8 million and $2.4 million for
the plan years ended December 28, 2019, December 29, 2018 and December 30, 2017, respectively. The employer contribution
represents a matching contribution at a rate of 50% of each employee’s first six percent contribution. Accordingly, each
employee participating is entitled up to a maximum of three percent of his or her eligible annual payroll.
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17.

Income Taxes
Income (loss) before provision for income taxes was as follows (in thousands):
Fiscal Year Ended
December 28,
2019

Domestic
Foreign
Income before income taxes

$

84,225

$

14,608
98,833

December 29,
2018

$

December 30,
2017

113,078 $
(4,456)

$

108,622

$

71,382
4,984
76,366

Fiscal Year Ended
December 28,
2019

Current
Federal
State

$

13,366

$

5,004
6,941

Foreign
Total current income tax provision
Deferred
Federal

25,311

$

$

(9,345) $
(1,783)
(650)
(11,778)

Total income tax provision

$

13,533

17,627

$

3,676
10,732

$

State
Foreign
Total deferred income tax provision

December 30,
2017

December 29,
2018

32,035

1,691
7,355
$

(2,475) $
(1,149)
(7,781)
(11,405)

$

20,630

17,555

26,601
6,664
(2,470)
(5,393)
(1,199)

$

25,402

On December 22, 2017, the Tax Cuts and Jobs Act of 2017 (the "Act") was signed into law making significant changes to
the Internal Revenue Code. Effective for the Company's 2018 tax year, the Act reduces the statutory federal corporate tax rate
from 35% to 21% and implements certain additional provisions including the Global Intangible Low-Taxed Income inclusion
and the Foreign Derived Intangible Income deduction. Upon the enactment of the Act in December 2017, the Company
recorded a one-time provisional income tax provision of $11.9 million in the fourth quarter of 2017 which included a
provisional amount of $8.9 million related to the remeasurement of certain deferred tax assets and liabilities based on the tax
rates at which they are expected to reverse in the future and $3.0 million related to the one-time transition tax on the mandatory
deemed repatriation of foreign earnings. On December 22, 2017, the SEC staff issued Staff Accounting Bulletin No. 118 ("SAB
118") to address the application of U.S. GAAP in situations when a registrant does not have the necessary information
available, prepared, or analyzed (including computations) in reasonable detail to complete the accounting for certain income tax
effects of the Act. In accordance with SAB 118, during the fourth quarter of 2018, the Company finalized its analysis of the
income tax effects of the Act and determined no material adjustments to the provisional amounts recorded were required.
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The components of income tax expense were as follows (in thousands):
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The reconciliation of statutory federal income tax to actual tax expense is as follows (in thousands):
Fiscal Year Ended
December 28,
2019

Statutory federal income tax
State taxes (net of federal benefit)

$

20,755

December 29,
2018

$

22,812

Federal and state credits

3,999
(8,152)

4,312
(5,638)

Domestic production activities deduction
Excess tax benefits relating to stock-based compensation

—
(6,468)

—
(6,529)

Tax Cuts and Jobs Act of 2017

—
(4,180)

2,127
(2,678)

Foreign-derived intangible income deduction
EMEA business restructuring
Executive compensation
Tax impact of foreign earnings
Change in valuation allowance
Other

—

2,292

2,081
1,986

745
1,336
348
1,503

2,678
834
$

13,533

$

20,630

December 30,
2017

$

26,728
2,089
(4,486)
(1,528)
(11,709)
11,861
—
—
1,354
(636)
800
929

$

25,402

The components of net deferred tax assets were as follows (in thousands):
December 28,
2019

Deferred tax assets
Revenue reserves

$

21,355

December 29,
2018

$

17,420

Accruals and other liabilities
Operating lease liabilities
Tax credits and net operating loss carryforwards
Stock-based compensation

8,225
14,117

7,844
—

8,814
4,981

7,781
4,975

Other

5,068
62,560
(3,826)

4,087
42,107
(1,148)

58,734

40,959

3,838
13,249
768

7,317
—
668

17,855
40,879

7,985
32,974

Gross deferred tax assets
Valuation allowance
Total deferred tax assets
Deferred tax liabilities
Intangible assets
Operating lease right-of-use assets
Other
Total deferred tax liabilities
Net deferred tax assets

$

$

The Company intends to continue to invest all of its unremitted foreign earnings, as well as the capital in its foreign
subsidiaries, indefinitely outside of the U.S. At December 28, 2019, the Company has unremitted foreign earnings and any
unrecognized deferred tax liability on these unremitted earnings would be immaterial.
The Company has federal net operating loss carryforwards of $1.8 million as of December 28, 2019. The Company had
foreign net operating loss carryforwards of $3.4 million as of December 29, 2018 that were fully utilized during tax year ended
December 28, 2019. The Company has state research and development credit carryforwards of $13.1 million and $10.7 million
as of December 28, 2019 and December 29, 2018, respectively, which expire from 2028 to 2034. Under the Internal Revenue
Code and state law, certain substantial changes in the Company’s ownership could result in an annual limitation on the amount
of these tax carryforwards which can be utilized in future years. As of December 28, 2019, December 29, 2018 and December
30, 2017, the Company had a valuation allowance of $3.8 million, $1.1 million and $0.8 million, respectively, for state research
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and development credit carryforwards and certain foreign deferred tax assets for which the Company believes do not meet the
"more likely than not" criteria for recognition.
A summary of the Company’s adjustments to its gross unrecognized tax benefits in the current year is as follows (in
thousands):
Fiscal Year Ended
December 28,
2019

$

Increase (decrease) for tax positions related to prior years
Decrease for settlements with applicable taxing authorities
Decrease for lapses of statute of limitations

7,119

$

$

$

5,146

770

2,891

580

—
(768)

1,493
407
(2,262)

—
(523)

—
—

Balance at end of period

4,590

December 30,
2017

7,121

—
(613)

—
$

7,119

$

4,590

During the fourth quarter of 2018, the Company finalized the purchase accounting related to its acquisition of Robopolis
and recorded a $1.5 million adjustment for uncertain pre-acquisition income tax positions in various taxing jurisdictions against
goodwill. In addition, the Company recorded a charge of $2.3 million for estimated taxes associated with a restructuring of the
EMEA business during fiscal 2018. The Company accrues interest and, if applicable, penalties for any uncertain tax positions as
a component of income tax expense. As of December 28, 2019, December 29, 2018 and December 30, 2017 there were no
material accrued interest or penalties.
The Company is subject to taxation in the United States (federal and state) and foreign jurisdictions. The statute of
limitations for examinations by the Internal Revenue Service (the "IRS") and state tax authorities is closed for fiscal years prior
to 2014. Federal and state carryforward attributes that were generated prior to fiscal 2014 may still be adjusted upon
examination by the federal or state tax authorities if they either have been or will be used in a period for which the statute of
limitations is still open. The Company is currently under examination by the IRS for the years 2014 and 2015. There are other
ongoing audits in various other jurisdictions that are not material to the Company's financial statements. The Company
regularly assesses the likelihood of adverse outcomes resulting from these examinations to determine the adequacy of its
provision for income taxes. The Company continues to monitor the progress of ongoing discussions with tax authorities and the
effect, if any, of the expected expiration of the statute of limitations in various taxing jurisdictions. The Company believes that
an adequate provision has been made for any adjustments that may result from tax examinations. However, the outcome of tax
audits cannot be predicted with certainty. If any issues addressed in the Company's tax audits are resolved in a manner not
consistent with management's expectations, the Company could be required to adjust its provision for income taxes in the
period such resolution occurs. Although the timing of resolution, settlement, and closure of audits is not certain, it is reasonably
possible that certain U.S. federal and non-U.S. tax audits may be concluded within the next 12 months, which could increase or
decrease the balance of the Company's gross unrecognized tax benefits. The Company does not expect a significant change in
the amount of unrecognized tax benefits within the next 12 months. If all of the Company's unrecognized tax benefits as of
December 28, 2019 were to become recognizable in the future, it would record a $7.4 million benefit, inclusive of interest, to
the income tax provision.
18.

Industry Segment, Geographic Information and Significant Customers

The Company operates as one operating segment. The Company's consumer robots products are offered to consumers
through distributor and retail sales channels, as well as its on-line stores.
Geographic Information
For the fiscal years ended December 28, 2019, December 29, 2018 and December 30, 2017, sales to non-U.S. customers
accounted for 50.3%, 48.7% and 48.8% of total revenue, respectively.
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Balance at beginning of period
Increase for tax positions related to the current year
Increase for tax positions related to acquisition

December 29,
2018
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19.

Quarterly Information (Unaudited)
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ITEM 9.

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

1RQH
ITEM 9A.

CONTROLS AND PROCEDURES

Evaluation of disclosure controls and procedures.

Management’s Report on Internal Control Over Financial Reporting
7KHPDQDJHPHQWRIWKH&RPSDQ\LVUHVSRQVLEOHIRUHVWDEOLVKLQJDQGPDLQWDLQLQJDGHTXDWHLQWHUQDOFRQWURORYHUILQDQFLDO
UHSRUWLQJ,QWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLVGHILQHGLQ5XOHVD I DQGG I SURPXOJDWHGXQGHUWKH
([FKDQJH$FWDVDSURFHVVGHVLJQHGE\RUXQGHUWKHVXSHUYLVLRQRIWKH&RPSDQ\¶VSULQFLSDOH[HFXWLYHDQGSULQFLSDOILQDQFLDO
RIILFHUVDQGHIIHFWHGE\WKH&RPSDQ\¶VERDUGRIGLUHFWRUVPDQDJHPHQWDQGRWKHUSHUVRQQHOWRSURYLGHUHDVRQDEOHDVVXUDQFH
UHJDUGLQJWKHUHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQGWKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQDFFRUGDQFH
ZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHVDQGLQFOXGHVWKRVHSROLFLHVDQGSURFHGXUHVWKDW


3HUWDLQWRWKHPDLQWHQDQFHRIUHFRUGVWKDWLQUHDVRQDEOHGHWDLODFFXUDWHO\DQGIDLUO\UHIOHFWWKHWUDQVDFWLRQVDQG
GLVSRVLWLRQVRIWKHDVVHWVRIWKH&RPSDQ\



3URYLGHUHDVRQDEOHDVVXUDQFHWKDWWUDQVDFWLRQVDUHUHFRUGHGDVQHFHVVDU\WRSHUPLWSUHSDUDWLRQRIILQDQFLDO
VWDWHPHQWVLQDFFRUGDQFHZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHVDQGWKDWUHFHLSWVDQGH[SHQGLWXUHVRIWKH
&RPSDQ\DUHEHLQJPDGHRQO\LQDFFRUGDQFHZLWKDXWKRUL]DWLRQVRIPDQDJHPHQWDQGGLUHFWRUVRIWKH&RPSDQ\DQG



3URYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJSUHYHQWLRQRUWLPHO\GHWHFWLRQRIXQDXWKRUL]HGDFTXLVLWLRQXVHRU
GLVSRVLWLRQRIWKH&RPSDQ\¶VDVVHWVWKDWFRXOGKDYHDPDWHULDOHIIHFWRQWKHILQDQFLDOVWDWHPHQWV

%HFDXVHRILWVLQKHUHQWOLPLWDWLRQVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJPD\QRWSUHYHQWRUGHWHFWPLVVWDWHPHQWV
$OVRSURMHFWLRQVRIDQ\HYDOXDWLRQRIHIIHFWLYHQHVVWRIXWXUHSHULRGVDUHVXEMHFWWRWKHULVNWKDWFRQWUROVPD\EHFRPH
LQDGHTXDWHEHFDXVHRIFKDQJHVLQFRQGLWLRQVRUWKDWWKHGHJUHHRIFRPSOLDQFHZLWKWKHSROLFLHVRUSURFHGXUHVPD\GHWHULRUDWH
8QGHUWKHVXSHUYLVLRQDQGZLWKWKHSDUWLFLSDWLRQRIPDQDJHPHQWLQFOXGLQJRXUSULQFLSDOH[HFXWLYHDQGILQDQFLDORIILFHUV
I
ZHDVVHVVHGWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQFULWHULDIRUHIIHFWLYH
LQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJHVWDEOLVKHGLQ Internal Control — Integrated Framework (2013)LVVXHGE\WKH
&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ%DVHGRQWKLVDVVHVVPHQWPDQDJHPHQWFRQFOXGHGWKDW
WKH&RPSDQ\PDLQWDLQHGHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQWKHVSHFLILHG
FULWHULD
7KHHIIHFWLYHQHVVRIWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUKDVEHHQDXGLWHG
E\3ULFHZDWHUKRXVH&RRSHUV//3DQLQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWLQJILUPDVVWDWHGLQWKHLUUHSRUWZKLFKLVLQFOXGHG
KHUHLQ
Changes in Internal Control Over Financial Reporting
'XULQJWKHTXDUWHUHQGHG'HFHPEHUWKHUHZHUHQRFKDQJHVLQRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJWKDW
KDYHPDWHULDOO\DIIHFWHGRUDUHUHDVRQDEO\OLNHO\WRPDWHULDOO\DIIHFWRXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ



Form 10-K

$VUHTXLUHGE\5XOHD E XQGHUWKH([FKDQJH$FWZHKDYHFDUULHGRXWDQHYDOXDWLRQXQGHUWKHVXSHUYLVLRQDQG
ZLWKWKHSDUWLFLSDWLRQRIRXUPDQDJHPHQWLQFOXGLQJRXU&KLHI([HFXWLYH2IILFHU
I
&(2 DQGRXU&KLHI)LQDQFLDO2IILFHU
&)2 RIWKHHIIHFWLYHQHVVDVRIWKHHQGRIWKHSHULRGFRYHUHGE\WKLVUHSRUWRIWKHGHVLJQDQGRSHUDWLRQRIRXUGLVFORVXUH
FRQWUROVDQGSURFHGXUHVDVGHILQHGLQ5XOHD H SURPXOJDWHGE\WKH6(&XQGHUWKH([FKDQJH$FW%DVHGXSRQWKDW
HYDOXDWLRQRXU&(2DQGRXU&)2FRQFOXGHGWKDWRXUGLVFORVXUHFRQWUROVDQGSURFHGXUHVDVRIWKHHQGRIVXFKSHULRGZHUH
DGHTXDWHDQGHIIHFWLYHWRHQVXUHWKDWLQIRUPDWLRQUHTXLUHGWREHGLVFORVHGE\XVLQWKHUHSRUWVWKDWZHILOHRUVXEPLWXQGHUWKH
([FKDQJH$FWLVUHFRUGHGSURFHVVHGVXPPDUL]HGDQGUHSRUWHGZLWKLQWKHWLPHSHULRGVVSHFLILHGLQWKH6(&¶VUXOHVDQGIRUPV
DQGWKDWVXFKLQIRUPDWLRQZDVDFFXPXODWHGDQGFRPPXQLFDWHGWRPDQDJHPHQWDVDSSURSULDWHWRDOORZWLPHO\GHFLVLRQV
UHJDUGLQJUHTXLUHGGLVFORVXUH

ITEM 9B.

OTHER INFORMATION

10b5-1 Trading Plans
2XUSROLF\JRYHUQLQJWUDQVDFWLRQVLQRXUVHFXULWLHVE\RXUGLUHFWRUVRIILFHUVDQGHPSOR\HHVSHUPLWVRXURIILFHUV
I
GLUHFWRUVIXQGVDIILOLDWHGZLWKRXUGLUHFWRUVDQGFHUWDLQRWKHUSHUVRQVWRHQWHULQWRWUDGLQJSODQVFRPSO\LQJZLWK5XOHEO
XQGHUWKH([FKDQJH$FW:HKDYHEHHQDGYLVHGWKDWFHUWDLQRIRXURIILFHUVDQGGLUHFWRUV LQFOXGLQJ&ROLQ$QJOH&KLHI
([HFXWLYH2IILFHU5XVVHOO&DPSDQHOOR(93+XPDQ5HVRXUFHVDQG&RUSRUDWH&RPPXQLFDWLRQV7LPRWK\6DHJHU(93DQG
&KLHI5 '2IILFHU*OHQ:HLQVWHLQ(93DQG&KLHI/HJDO2IILFHUDVZHOODV0RKDPDG$OL'HERUDK(OOLQJHU$QGUHZ0LOOHU
DQG0LFKHOOH6WDF\HDFKDGLUHFWRURIWKH&RPSDQ\ KDYHHQWHUHGLQWRWUDGLQJSODQV HDFKD3ODQDQGFROOHFWLYHO\WKH
3ODQV FRYHULQJSHULRGVDIWHUWKHGDWHRIWKLV$QQXDO5HSRUWRQ)RUP.LQDFFRUGDQFHZLWK5XOHEODQGRXUSROLF\
JRYHUQLQJWUDQVDFWLRQVLQRXUVHFXULWLHV*HQHUDOO\XQGHUWKHVHWUDGLQJSODQVWKHLQGLYLGXDOUHOLQTXLVKHVFRQWURORYHUWKH
WUDQVDFWLRQVRQFHWKHWUDGLQJSODQLVSXWLQWRSODFH$FFRUGLQJO\VDOHVXQGHUWKHVHSODQVPD\RFFXUDWDQ\WLPHLQFOXGLQJ
SRVVLEO\EHIRUHVLPXOWDQHRXVO\ZLWKRULPPHGLDWHO\DIWHUVLJQLILFDQWHYHQWVLQYROYLQJWKH&RPSDQ\
:HDQWLFLSDWHWKDWDVSHUPLWWHGE\5XOHEODQGRXUSROLF\JRYHUQLQJWUDQVDFWLRQVLQRXUVHFXULWLHVVRPHRUDOORIRXU
RIILFHUVGLUHFWRUVDQGHPSOR\HHVPD\HVWDEOLVKWUDGLQJSODQVLQWKHIXWXUH:HLQWHQGWRGLVFORVHWKHQDPHVRIRXUH[HFXWLYH
RIILFHUVDQGGLUHFWRUVZKRHVWDEOLVKDWUDGLQJSODQLQFRPSOLDQFHZLWK5XOHEODQGWKHUHTXLUHPHQWVRIRXUSROLF\
JRYHUQLQJWUDQVDFWLRQVLQRXUVHFXULWLHVLQRXUIXWXUHTXDUWHUO\DQGDQQXDOUHSRUWVRQ)RUP4DQG.ILOHGZLWKWKH
6HFXULWLHVDQG([FKDQJH&RPPLVVLRQ:HXQGHUWDNHQRREOLJDWLRQWRXSGDWHRUUHYLVHWKHLQIRUPDWLRQSURYLGHGKHUHLQ
PART III
ITEM 10.

DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

7KHLQIRUPDWLRQUHTXLUHGXQGHUWKLVLWHPLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFHWRWKH&RPSDQ\¶VGHILQLWLYHSUR[\VWDWHPHQW
SXUVXDQWWR5HJXODWLRQ$ZKLFKSUR[\VWDWHPHQWZLOOEHILOHGZLWKWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQQRWODWHUWKDQ
GD\VDIWHUWKHFORVHRIWKH&RPSDQ\¶VILVFDO\HDUHQGHG'HFHPEHU
ITEM 11.

EXECUTIVE COMPENSATION

7KHLQIRUPDWLRQUHTXLUHGXQGHUWKLVLWHPLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFHWRWKH&RPSDQ\¶VGHILQLWLYHSUR[\VWDWHPHQW
SXUVXDQWWR5HJXODWLRQ$ZKLFKSUR[\VWDWHPHQWZLOOEHILOHGZLWKWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQQRWODWHUWKDQ
GD\VDIWHUWKHFORVHRIWKH&RPSDQ\¶VILVFDO\HDUHQGHG'HFHPEHU
ITEM 12.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

7KHLQIRUPDWLRQUHTXLUHGXQGHUWKLVLWHPLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFHWRWKH&RPSDQ\¶VGHILQLWLYHSUR[\VWDWHPHQW
SXUVXDQWWR5HJXODWLRQ$ZKLFKSUR[\VWDWHPHQWZLOOEHILOHGZLWKWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQQRWODWHUWKDQ
GD\VDIWHUWKHFORVHRIWKH&RPSDQ\¶VILVFDO\HDUHQGHG'HFHPEHU
ITEM 13.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

7KHLQIRUPDWLRQUHTXLUHGXQGHUWKLVLWHPLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFHWRWKH&RPSDQ\¶VGHILQLWLYHSUR[\VWDWHPHQW
SXUVXDQWWR5HJXODWLRQ$ZKLFKSUR[\VWDWHPHQWZLOOEHILOHGZLWKWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQQRWODWHUWKDQ
GD\VDIWHUWKHFORVHRIWKH&RPSDQ\¶VILVFDO\HDUHQGHG'HFHPEHU
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
7KHLQIRUPDWLRQUHTXLUHGXQGHUWKLVLWHPLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFHWRWKH&RPSDQ\¶VGHILQLWLYHSUR[\VWDWHPHQW
SXUVXDQWWR5HJXODWLRQ$ZKLFKSUR[\VWDWHPHQWZLOOEHILOHGZLWKWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQQRWODWHUWKDQ
GD\VDIWHUWKHFORVHRIWKH&RPSDQ\¶VILVFDO\HDUHQGHG'HFHPEHU



PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a)
1.

7KHIROORZLQJDUHILOHGDVSDUWRIWKLV$QQXDO5HSRUWRQ)RUP.

Financial Statements
7KHIROORZLQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHLQFOXGHGLQ,WHP
5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP
&RQVROLGDWHG%DODQFH6KHHWVDW'HFHPEHUDQG'HFHPEHU

&RQVROLGDWHG6WDWHPHQWVRI&RPSUHKHQVLYH,QFRPHIRUWKH<HDUVHQGHG'HFHPEHU'HFHPEHU
DQG'HFHPEHU
&RQVROLGDWHG6WDWHPHQWVRI6WRFNKROGHUV¶(TXLW\IRUWKH<HDUVHQGHG'HFHPEHU'HFHPEHUDQG
'HFHPEHU
&RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZVIRUWKH<HDUVHQGHG'HFHPEHU'HFHPEHUDQG
'HFHPEHU
1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
2.

Financial Statement Schedules

$OORWKHUVFKHGXOHVKDYHEHHQRPLWWHGVLQFHWKHUHTXLUHGLQIRUPDWLRQLVQRWSUHVHQWRUQRWSUHVHQWLQDPRXQWV
VXIILFLHQWWRUHTXLUHVXEPLVVLRQRIWKHVFKHGXOHRUEHFDXVHWKHLQIRUPDWLRQUHTXLUHGLVLQFOXGHGLQWKHFRQVROLGDWHGILQDQFLDO
VWDWHPHQWVRUWKH1RWHVWKHUHWR
3.

Exhibits — See item 15(b) of this report below
(b) Exhibits

7KHIROORZLQJH[KLELWVDUHILOHGDVSDUWRIDQGLQFRUSRUDWHGE\UHIHUHQFHLQWRWKLV $QQXDO5HSRUW
Exhibit
Number

Description
p



6KDUH3XUFKDVH$JUHHPHQWGDWHGDVRI-XO\E\DQGDPRQJWKH5HJLVWUDQWL5RERW8./WG5RERSROLV
6$6WKHVKDUHKROGHUVRI5RERSROLV6$6QDPHGWKHUHLQDQGWKH6KDUHKROGHUV¶5HSUHVHQWDWLYHQDPHGWKHUHLQ
ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V&XUUHQW5HSRUWRQ)RUP.ILOHGRQ-XO\DQGLQFRUSRUDWHGE\
UHIHUHQFHKHUHLQ

 

)RUPRI6HFRQG$PHQGHGDQG5HVWDWHG&HUWLILFDWHRI,QFRUSRUDWLRQRIWKH5HJLVWUDQWGDWHG1RYHPEHU



$PHQGHGDQG5HVWDWHG%\ODZVRIWKH5HJLVWUDQW ILOHGDV([KLELWWRWKH5HJLVWUDQW V&XUUHQW5HSRUWRQ
)RUP.ILOHGRQ0DUFKDQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ

 

6SHFLPHQ6WRFN&HUWLILFDWHIRUVKDUHVRIWKH5HJLVWUDQW¶V&RPPRQ6WRFN



'HVFULSWLRQRIWKH5HJLVWUDQW VVHFXULWLHVUHJLVWHUHGXQGHU6HFWLRQRIWKH6HFXULWLHV([FKDQJH$FWRI

 


)RUPRI,QGHPQLILFDWLRQ$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQGLWV'LUHFWRUVDQG([HFXWLYH2IILFHUV
)RUPRI([HFXWLYH$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQGFHUWDLQH[HFXWLYHRIILFHUVRIWKH5HJLVWUDQWDV
DPHQGHG ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V4XDUWHUO\5HSRUWRQ)RUP4IRUWKHTXDUWHUHQGHG
2FWREHUDQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ

 

(PSOR\PHQW$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQG&ROLQ$QJOHGDWHGDVRI-DQXDU\



6WRFN2SWLRQDQG,QFHQWLYH3ODQDVDPHQGHGDQGIRUPVRIDJUHHPHQWVWKHUHXQGHU ILOHGDV([KLELW
WRWKH5HJLVWUDQW¶V&XUUHQW5HSRUWRQ)RUP.ILOHGRQ-XQHDQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ



1RQ(PSOR\HH'LUHFWRUV¶'HIHUUHG&RPSHQVDWLRQ3URJUDPDVDPHQGHG ILOHGDV([KLELWWRWKH
5HJLVWUDQW¶V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG'HFHPEHUDQGLQFRUSRUDWHGE\UHIHUHQFH
KHUHLQ



/HDVH$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQG%RVWRQ3URSHUWLHV/LPLWHG3DUWQHUVKLSIRUSUHPLVHVORFDWHGDW
&URVE\'ULYH%HGIRUG0DVVDFKXVHWWVGDWHGDVRI)HEUXDU\ DVDPHQGHGWRGDWH  ILOHGDV
([KLELWWRWKH5HJLVWUDQW¶V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG'HFHPEHUDQG
LQFRUSRUDWHGE\UHIHUHQFHKHUHLQ
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&RQVROLGDWHG6WDWHPHQWVRI,QFRPHIRUWKH<HDUVHQGHG'HFHPEHU'HFHPEHUDQG'HFHPEHU




)RUPRI'HIHUUHG6WRFN$ZDUG$JUHHPHQWXQGHUWKH6WRFN2SWLRQDQG,QFHQWLYH3ODQ ILOHGDV
([KLELWWRWKH5HJLVWUDQW¶V4XDUWHUO\5HSRUWRQ)RUP4IRUWKHTXDUWHUHQGHG-XQHDQG
LQFRUSRUDWHGE\UHIHUHQFHKHUHLQ
)RUPRI5HVWULFWHG6WRFN$ZDUG$JUHHPHQWXQGHUWKH6WRFN2SWLRQDQG,QFHQWLYH3ODQ ILOHGDV
([KLELWWRWKH5HJLVWUDQW¶V4XDUWHUO\5HSRUWRQ)RUP4IRUWKHTXDUWHUHQGHG-XQHDQG
LQFRUSRUDWHGE\UHIHUHQFHKHUHLQ




0DQXIDFWXULQJ6HUYLFHV$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQG-DELO&LUFXLW,QFGDWHGDVRI0DUFK
DVDPHQGHGWRGDWH  ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG
'HFHPEHUDQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ
$PHQGHGDQG5HVWDWHG&UHGLW$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQG%DQNRI$PHULFD1$GDWHG'HFHPEHU
 ILOHGDV([KLELWWRWKH5HJLVWUDQW V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG'HFHPEHU
DQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ




)LUVW$PHQGPHQWWR$PHQGHGDQG5HVWDWHG&UHGLW$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQG%DQNRI$PHULFD
1$GDWHG-XQH ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V&XUUHQW5HSRUWRQ)RUP.ILOHGRQ-XO\
DQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ



$PHQGHGDQG5HVWDWHG5HLPEXUVHPHQW$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQG%DQNRI$PHULFD1$GDWHG
'HFHPEHU ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG
'HFHPEHUDQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ



)LUVW$PHQGPHQWWR$PHQGHGDQG5HVWDWHG5HLPEXUVHPHQW$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQG%DQNRI
$PHULFD1$GDWHG-XQH ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V&XUUHQW5HSRUWRQ)RUP.ILOHG
RQ-XO\DQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ
0DQXIDFWXULQJ6HUYLFHV$JUHHPHQWEHWZHHQWKH5HJLVWUDQWDQG.LQ<DW,QGXVWULDO&RPSDQ\/LPLWHGGDWHGDV
RI-DQXDU\ ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V$QQXDO5HSRUWRQ)RUP.IRUWKH\HDUHQGHG
'HFHPEHUDQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ




6WRFN2SWLRQDQG,QFHQWLYH3ODQDQGIRUPVRIDJUHHPHQWVWKHUHXQGHU ILOHGDV([KLELWWRWKH
5HJLVWUDQW V4XDUWHUO\5HSRUWRQ)RUP4IRUWKHTXDUWHUHQGHG-XQHDQGLQFRUSRUDWHGE\UHIHUHQFH
KHUHLQ



)RUPRI3HUIRUPDQFH%DVHG5HVWULFWHG6WRFN8QLW$ZDUG$JUHHPHQWXQGHUWKH6WRFN2SWLRQ,QFHQWLYH
3ODQ ILOHGDV([KLELWWRWKH5HJLVWUDQW V4XDUWHUO\5HSRUWRQ)RUP4IRUWKHTXDUWHUHQGHG$SULO
DQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ



L5RERW&RUSRUDWLRQ(PSOR\HH6WRFN3XUFKDVH3ODQ ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V$QQXDO
5HSRUWRQ)RUP.IRUWKH\HDUHQGHG'HFHPEHUDQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ





L5RERW&RUSRUDWLRQ6WRFN2SWLRQDQG,QFHQWLYH3ODQ ILOHGDV([KLELWWRWKH5HJLVWUDQW¶V5HJLVWUDWLRQ
6WDWHPHQWRQ)RUP6ILOHGRQ-XQH )LOH1R DQGLQFRUSRUDWHGE\UHIHUHQFHKHUHLQ
L5RERW&RUSRUDWLRQ6HQLRU([HFXWLYH,QFHQWLYH&RPSHQVDWLRQ3ODQDV$PHQGHGDQG5HVWDWHG ILOHGDV([KLELW
WRWKH5HJLVWUDQW¶V4XDUWHUO\5HSRUWRQ)RUP4IRUWKHTXDUWHUHQGHG0DUFKDQGLQFRUSRUDWHG
E\UHIHUHQFHKHUHLQ
6XEVLGLDULHVRIWKH5HJLVWUDQW




&RQVHQWRI3ULFHZDWHUKRXVH&RRSHUV//3
3RZHURI$WWRUQH\ LQFRUSRUDWHGE\UHIHUHQFHWRWKHVLJQDWXUHSDJHRIWKLVUHSRUWRQ)RUP.



&HUWLILFDWLRQ3XUVXDQWWR5XOHD D RU5XOHG D RIWKH6HFXULWLHV([FKDQJH$FWRI



&HUWLILFDWLRQ3XUVXDQWWR5XOHD D RU5XOHG D RIWKH6HFXULWLHV([FKDQJH$FWRI



&HUWLILFDWLRQ3XUVXDQWWR86&6HFWLRQDVDGRSWHGSXUVXDQWWR6HFWLRQRIWKH6DUEDQHV2[OH\
$FWRI

6&+
&$/

,QOLQH;%5/7D[RQRP\([WHQVLRQ6FKHPD'RFXPHQW
,QOLQH;%5/7D[RQRP\([WHQVLRQ&DOFXODWLRQ/LQNEDVH'RFXPHQW

/$%
35(
'()


,QOLQH;%5/7D[RQRP\([WHQVLRQ/DEHO/LQNEDVH'RFXPHQW
,QOLQH;%5/7D[RQRP\([WHQVLRQ3UHVHQWDWLRQ/LQNEDVH'RFXPHQW
,QOLQH;%5/7D[RQRP\([WHQVLRQ'HILQLWLRQ/LQNEDVH'RFXPHQW
&RYHU3DJH,QWHUDFWLYH'DWD)LOH IRUPDWWHGDVLQOLQH;%5/ZLWKDSSOLFDEOHWD[RQRP\H[WHQVLRQLQIRUPDWLRQ
FRQWDLQHGLQ([KLELWV





,QGLFDWHVDPDQDJHPHQWFRQWUDFWRUDQ\FRPSHQVDWRU\SODQFRQWUDFWRUDUUDQJHPHQW



&RQILGHQWLDOWUHDWPHQWUHTXHVWHGIRUSRUWLRQVRIWKLVGRFXPHQW
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