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CFR § 229.302 (Item 302) Supplementary financial information.

items-recognized-ineach-full-quarterDisclosure of material quarterly changes. When there are

one or more retrospective changes to the statements of comprehensive income for any of the
quarters within the two most recent fiscal years ardor any subsequent interim period for which
financial statements are included or are required to be included by +7-€FR§§ 210.3-01 through
210.3-20 of this chapter (Article 3 of Regulation S-X);-as-well-as that individually or in the
aggregate effect-and-the-nature-of year-end-or-otheradjustments-which-are material, provide an
explanation of the reasons for such material changes and disclose, for each affected quarterly
period and the fourth quarter in the affected year, summarized financial information related to the
restltsstatements of that-guartercomprehensive income as specified in § 210.1-02(bb)(1)(ii) of
this chapter (Rule 1-02(bb)(1)(ii) of Regulation S-X) and earnings per share reflecting such

changes.

(41) If the financial statements to which this information relates have been reported on by an
accountant, appropriate professional standards and procedures, as enumerated in the
Statements-ef Auditing Standards issued by the AuditingStandards Beard-efthe American
Institute-of Certified Publie AeeountantsPublic Company Accounting Oversight Board
(“PCAOB”), shall be followed by the reporting accountant with regard to the datadisclosure
required by this paragraph (a).

(52) This paragraph (a) applies to any registrant, except a foreign private issuer, that has
securities registered pursuant to sections 12(b) (15 U.S.C. §-781(b)) (other than mutual life
insurance companies) or 12(g) of the Exchange Act (15 U.S.C. §-78I(g)) after the registrant’s
initial registration of securities under these sections.




(3) A registrant that qualifies as a smaller reporting company, as defined by § 229.10(f)(1), is
not required to provide the information required by this section

(b) Information about oil and gas producing activities. Registrants engaged in oil and gas
producing activities shall present the information about oil and gas producing activities (as those
activities are defined in Regulation S-X, § 210.4-10(a)) specified in FASB ASC Topic 932,
Extractive Activities - Oil and Gas, if such oil and gas producing activities are regarded as
significant under one or more of the tests set forth in FASB ASC Subtopic 932-235, Extractive
Activities - Oil and Gas - Notes to Financial Statements, for ‘Significant Activities.’

Instruction 1 to paragraph (b). (a) FASB ASC Subtopic 932-235 disclosures that relate to
annual periods shall be presented for each annual period for which a statement of
comprehensive income (as defined in § 210.1-02 of Regulation S-X) is required, (b) FASB
ASC Subtopic 932-235 disclosures required as of the end of an annual period shall be
presented as of the date of each audited balance sheet required, and (¢) FASB ASC Subtopic
932-235 disclosures required as of the beginning of an annual period shall be presented as of
the beginning of each annual period for which a statement of comprehensive income (as
defined in § 210.1-02 of Regulation S-X) is required.

Instruction 2 to paragraph (b). This paragraph, together with § 210.4-10 of Regulation S-X,
prescribes financial reporting standards for the preparation of accounts by persons engaged, in
whole or in part, in the production of crude oil or natural gas in the United States, pursuant to
Section 503 of the Energy Policy and Conservation Act of 1975 (42 U.S.C. 8383) (“EPCA™)
and Section 11(c) of the Energy Supply and Environmental Coordination Act of 1974 (15
U.S.C. 796) (“ESECA”) as amended by Section 506 of EPCA. The application of the
paragraph to those oil and gas producing operations of companies regulated for ratemaking
purposes on an individual-company-cost-of-service basis may, however, give appropriate
recognition to differences arising because of the effect of the ratemaking process.

Instruction 3 to paragraph (b). Any person exempted by the Department of Energy from any
record-keeping or reporting requirements pursuant to Section 11(c) of ESECA, as amended, is
similarly exempted from the related provisions of this paragraph in the preparation of accounts
pursuant to EPCA. This exemption does not affect the applicability of this paragraph to filings
pursuant to the federal securities laws.

(c)Smaller reporting companies. A registrant that qualifies as a smaller reporting company, as
defined by § 229.101(1), is not required to provide the information required by this Item.



§ 229.303 (Item 303) Management's discussion and analysis of financial condition and
results of operations.

(a) Objective. The objective of the discussion and analysis is to provide material information
relevant to an assessment of the financial condition and results of operations of the registrant
including an evaluation of the amounts and certainty of cash flows from operations and from
outside sources. The discussion and analysis must focus specifically on material events and
uncertainties known to management that are reasonably likely to cause reported financial
information not to be necessarily indicative of future operating results or of future financial
condition. This includes descriptions and amounts of matters that have had a material impact on
reported operations, as well as matters that are reasonably likely based on management’s
assessment to have a material impact on future operations. The discussion and analysis must be
of the financial statements and other statistical data that the registrant believes will enhance a
reader’s understanding of the registrant’s financial condition, cash flows and other changes in
financial condition and results of operations. A discussion and analysis that meets the
requirements of this paragraph (a) is expected to better allow investors to view the registrant
from management’s perspective.

(b) Full fiscal years. Diseussregistrant'sThe discussion of financial condition, changes in
financial condition and results of operations—Fhe-diseussion-shall must provide information as
specified in paragraphs (ab)(1) through (53) of this Hemsection and-alseshall-previde such other
information that the registrant believes to be necessary to an understanding of its financial
condltlon changes in financial condltlon and results of operatlons e e e e

- Where the financial
statements reflect materlal changes from perlod to- perlod in one or more line items, including
where material changes within a line item offset one another, describe the underlying reasons for
these material changes in quantitative and qualitative terms. Where in the registrant’’s judgment
a discussion of segment information and/or of other subdivisions (e.g., geographic areas, product
lines) of the registrant'’s business would be apprepriatenecessary to an understanding of such
business, the discussion shatimust focus on each relevant; reportable segment and/or other
subdivision of the business and on the registrant as a whole.

a

(1) Liquidity and capital resources. Analyze the registrant’s ability to generate and obtain
adequate amounts of cash to meet its requirements and its plans for cash in the short-term
(i.e., the next 12 months from the most recent fiscal period end required to be presented) and
separately in the long-term (i.e., beyond the next 12 months). The discussion should analyze
material cash requirements from known contractual and other obligations. Such disclosures
must specify the type of obligation and the relevant time period for the related cash
requirements. As part of this analysis, provide the information in paragraphs (b)(1)(i) and (ii)
of this section.




(i) Liquidity. Identify any known trends or any known demands, commitments, events or
uncertainties that will result in or that are reasonably likely to result in the registrant’’s
liquidity increasing or decreasing in any material way. If a material deficiency is
identified, indicate the course of action that the registrant has taken or proposes to take to
remedy the deficiency. Also identify and separately describe internal and external sources
of liquidity, and briefly discuss any material unused sources of liquid assets.

(2ii) Capital resources.

(#A) Describe the registrant’’s material cash requirements, including commitments for
capital expenditures, as of the end of the latest fiscal period, and-indicate-the-general

purpese-ef such-commitmentsand-the anticipated source of funds needed to
fulfillsatisfy such eemmitmentscash requirements and the general purpose of such

requirements.

(#B) Describe any known material trends, favorable or unfavorable, in the registrant's
capital resources. Indicate any expeetedreasonably likely material changes in the mix
and relative cost of such resources. The discussion shalimust consider changes
betweenamong equity, debt, and any off-balance sheet financing arrangements.

(32) Results of operations.

(1) Describe any unusual or infrequent events or transactions or any significant economic
changes that materially affected the amount of reported income from continuing
operations and, in each case, indicate the extent to which income was so affected. In
addition, describe any other significant components of revenues or expenses that, in the
registrant’s judgment, shouldwould be deseribed-in-orderto-understandmaterial to an
understanding of the registrant”’s results of operations.

(11) Describe any known trends or uncertainties that have had or that theregistrantare
reasonably expeets-wiltlikely to have a material favorable or unfavorable impact on net
sales or revenues or income from continuing operations. If the registrant knows of events
that wiHare reasonably likely to cause a material change in the relationship between costs
and revenues (such as known_or reasonably likely future increases in costs of labor or
materials or price increases or inventory adjustments), the change in the relationship
shallmust be disclosed.

(111) Felf the extent-thatthe-finanetal statements-diselosestatement of comprehensive
income presents material inereaseschanges from period to period in net sales or revenues;

provide-anarrative-diseusstonofrevenue, if applicable, describe the extent to which such

inereaseschanges are attributable to inereaseschanges in prices or to inereaseschanges in
the volume or amount of goods or services being sold or to the introduction of new
products or services.




(3) Critical accounting estimates. Critical accounting estimates are those estimates made in
accordance with generally accepted accounting principles that involve a significant level of
estimation uncertainty and have had or are reasonably likely to have a eurrent-orfuture

effeetmaterial impact on the registrant'sfinancial condition,ehanses-in financial condition;

reventes or %epeﬁses—results of operatlons—hqtﬁd-&y—eaiﬂal—%epeﬁdmwes—er—eaﬁ&al

: : : registrant.
Pr0V1de quahtatwe and quantltatlve 1nforrnat10n4ha{—eh%reg+s&aﬁt—beheves—s necessary for







prevmeas—md—@heappremna%&&&&ngef—th&tra&s&eﬁe&to understand the estrmatron

uncertainty and the impact the critical accounting estimate has had or is reasonably likely to
have on financial condition or results of operations to the extent the information is material
and reasonably available. This information should include why each critical accounting
estimate 1s subject to uncertainty and, to the extent the information is material and reasonably
available, how much each estimate and/or assumption has changed over a relevant period,
and the sensitivity of the reported amount to the methods, assumptions and estimates
underlying its calculation.

Instructlons to paragraph 303(ab) l %Hegmﬂ%&ése&sﬁen%d—analysassh&u%eef

ef—eperaﬂeﬂs—Generally, the dlscusswn shaHmust cover the perlods covered by the ﬁnanc1al
statements included in the filing and the registrant may use any presentation that in the
registrant’s judgment enhances a reader’’s understanding. A smaller reporting

company’s discussion shallmust cover the two-year period required in §§ 210.8-01

through 210.8-08 of this chapter (Article 8 of Regulation S-X) and may use any presentation
that in the registrant”’s judgment enhances a reader”’s understanding. For registrants
providing financial statements covering three years in a filing, discussion about the earliest of
the three years may be omitted if such discussion was already included in the registrant's prior
filings on EDGAR that required disclosure in compliance with § 229.303 (Item 303 of
Regulation S-K), provided that registrants electing not to include a discussion of the earliest
year must include a statement that identifies the location in the prior filing where the omitted
discussion may be found. An emerging growth company, as defined in § 230.405 of this

chapter (Rule 405 of the Securities Act-(§-230-405-ef this-chapter) or § 240.12b-2 of this
chapter (Rule 12b-2 of the Exchange Act+§24012b-2-ofthisehapter), may provide the

discussion required in paragraph (ab) of this femsection for its two most recent fiscal
years if, pursuant to Section 7(a) of the Securities Act of 1933 (15 U.S.C. 77g(a)), it provides




audited financial statements for two years in a Securities Act registration statement for the

2. If the reasons underlying a material change in one line item in the financial statements

also relate to other line items, no repetition of such reasons in the discussion is required and a
line-by-line analysis of the financial statements as a whole is netneither required ernor
generally appropriate. Registrants need not recite the amounts of changes from syearperiod to
year-whiehperiod if they are readily computable from the financial statements. The
discussion shalimust not merely repeat numerical data contained in the eenselidated

financial statements.

3. Provide the analysis in a format that facilitates easy understanding and that supplements,
and does not duplicate, disclosure already provided in the filing. For critical accounting
estimates, this disclosure must supplement, but not duplicate, the description of accounting
policies or other disclosures in the notes to the financial statements.

4. For the liquidity and capital resources disclosure, discussion of material cash requirements
from known contractual obligations may include, for example, lease obligations, purchase
obligations, or other liabilities reflected on the registrant’s balance sheet. Except where it is
otherwise clear from the discussion, the registrant shall-indieatemust discuss those balance
sheet conditions or income or cash flow items which the registrant believes may be indicators
of its liquidity condition. Heuidity¢ : : o {erH-and




65. Where financial statements presented or incorporated by reference in the registration
statement are required by § 210.4-08(e)(3) of this chapter (Rule 4-08(e)(3) of Regulation S-X
HF-CERpart2101) to include disclosure of restrictions on the ability of both consolidated
and unconsolidated subsidiaries to transfer funds to the registrant in the form of cash
dividends, loans or advances, the discussion of liquidity shalimust include a discussion of
the nature and extent of such restrictions and the impact such restrictions have had ardor are
expeetedreasonably likely to have on the ability of the parent company to meet its cash
obligations.

76. Any forward-looking information supplied is expressly covered by the safe harbor rule
for projections. See 17 CFR 230.175 [Rule 175 under the Securities Act], {17 CFR 236-1+754;

240.3b-6 [Rule 3b-6 under the Exchange Act-H7CFER2403b-6], and Securities Act Release
No. 6084 (June 25, 1979)44-FR-38816).

7. All references to the registrant in the discussion and in this ftem-shallsection mean the
registrant and its subsidiaries consolidated.

H-Feoreten

8. Discussion of commitments or obligations, including contingent obligations, arising from
arrangements with unconsolidated entities or persons that have or are reasonably likely to have
a material current or future effect on a registrant’s financial condition, changes in financial
condition, revenues or expenses, results of operations, liquidity, cash requirements or capital
resources must be provided even when the arrangement results in no obligations being
reported in the registrant’s consolidated balance sheets. Such off-balance sheet arrangements
may include: guarantees; retained or contingent interests in assets transferred; contractual
arrangements that support the credit, liquidity or market risk for transferred assets; obligations
that arise or could arise from variable interests held in an unconsolidated entity; or obligations




related to derivative instruments that are both indexed to and classified in a registrant’s own
equity under U.S. GAAP.

9. If the registrant is a foreign private registrants-also-shal-diseussissuer, briefly discuss any
pertinent governmental economic, fiscal, monetary, or political policies or factors that have

materially affected or could materially affect, directly or indirectly, thetrits operations or
investments by United States nationals. The discussion must also consider the impact of
hyperinflation if hyperinflation has occurred in any of the periods for which audited financial
statements or unaudited interim financial statements are filed. See § 210.3-20(c) of this
chapter (Rule 3-20(c) of Regulation S-X) for a discussion of cumulative inflation rates

that may trigger the requirement in this instruction 9 to this paragraph (b).

1210. If the registrant is a foreign private issuer, the discussion shallmust focus on the
primary financial statements presented in the registration statement or report. Thereshall-be-a
retereneeThe foreign private issuer must refer to the reconciliation to United States generally
accepted accounting principles; and a-diseussion-ofdiscuss any aspects of the difference

between foreign and United States generally accepted accounting principles, not discussed in
the reconciliation, that the registrant believes isare necessary for an understanding of the
financial statements as a whole, if applicable.




11. The term statement of comprehensive income is as defined in § 210.1-02 of this chapter

(Rule 1-02 of Regulation S-X).

(bc) Interim periods. If interim period financial statements are included or are required to be
included by 17 CFR 210.3 [Article 3 of Regulation S-X-47CER210)], a management's
discussion and analysis of the financial condition and results of operations shalimust be provided
so as to enable the reader to assess material changes in financial condition and results of
operations between the periods specified in paragraphs (bc) (1) and (2) of this Hemsection. The
discussion and analysis skalmust include a discussion of material changes in those items

spe01ﬁcally hsted in paragraph (ab) of this I—tem—eeeept—that—th%mqaaet—ef—mﬂaﬁeﬂ—aﬂd—ehangmg

s SGCthl’l

(1) Material changes in financial condition. Discuss any material changes in financial
condition from the end of the preceding fiscal year to the date of the most recent interim
balance sheet provided. If the interim financial statements include an interim balance sheet as
of the corresponding interim date of the preceding fiscal year, any material changes in
financial condition from that date to the date of the most recent interim balance sheet
provided also shalmust be discussed. If discussions of changes from both the end and the
corresponding interim date of the preceding fiscal year are required, the discussions may be
combined at the discretion of the registrant.

(2) Material changes in results of operations.

(1) Discuss any material changes in the registrant'’s results of operations with respect to
the most recent fiscal year-to-date period for which a statement of comprehensive income

eenseeuﬂ¥%ﬁﬂaﬂeral—stata%ent&eﬂﬁneeﬁ%%eemprehensw%meeme}ls prov1ded and
the correspondrng year-to date perlod of the precedrng fiscal year. }ﬁtheregrstrant—rs




(i1) Discuss any material changes in the registrant’s results of operations with respect to
either the most recent quarter for which a statement of comprehensive income is provided
and the corresponding quarter for the preceding fiscal year or, in the alternative, the most
recent quarter for which a statement of comprehensive income is provided and the
immediately preceding sequential quarter. If the latter immediately preceding sequential
quarter is discussed, then provide in summary form the financial information for that
immediately preceding sequential quarter that is subject of the discussion or identify the
registrant’s prior filings on EDGAR that present such information. If there is a change in
the form of presentation from period to period that forms the basis of comparison from
previous periods provided pursuant to this paragraph, the registrant must discuss the
reasons for changing the basis of comparison and provide both comparisons in the first
filing in which the change is made.

InstruetiontInstructions to paragraph (be): 1. If interim financial statements are
presented together with financial statements for full fiscal years, the discussion of the interim
financial information shalimust be prepared pursuant to this paragraph (bc) and the
discussion of the full fiscal year’’s information shallmust be prepared pursuant to

paragraph (ab) of this #emsection. Such discussions may be combined.




— — orsodintori il .

Instruetion4 Instructions 2, 3, 4, 6, 8, and 11 to paragraph (b) of this section apply to this
paragraph (c).

2. The registrant'’s discussion of material changes in results of operations shalimust

identify any significant elements of the registrant’s income or loss from continuing
operations which do not arise from or are not necessarily representative of the registrant'’s
ongoing business.
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