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PART I. FINANCIAL INFORMATION
Item 1 – FINANCIAL STATEMENTS
COLUMBIA SPORTSWEAR COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)
(Unaudited)
September 30,
2012

ASSETS
Current Assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net of allowance of $7,543, $7,545 and $7,414,
respectively
Inventories, net (Note 3)
Deferred income taxes
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, at cost, net of accumulated depreciation of
$297,036, $275,886 and $266,892, respectively
Intangible assets, net (Note 4)
Goodwill
Other non-current assets

$

$

Total assets
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:
Notes payable (Note 5)
Accounts payable
Accrued liabilities (Note 6)
Income taxes payable
Deferred income taxes
Total current liabilities
Income taxes payable
Deferred income taxes
Other long-term liabilities

$

Total liabilities
Commitments and contingencies (Note 12)
Shareholders’ Equity:
Preferred stock; 10,000 shares authorized; none issued and outstanding
Common stock (no par value); 125,000 shares authorized; 33,941, 33,638
and 33,635 issued and outstanding, respectively (Note 9)
Retained earnings
Accumulated other comprehensive income (Note 8)
Total shareholders’ equity
Total liabilities and shareholders’ equity

$

94,164
2,128

December 31,
2011

$

$

87,942
2,423

422,756
475,733
53,905
38,334
1,087,020

351,538
365,199
52,485
36,392
1,049,526

417,976
432,104
42,736
46,789
1,029,970

260,423
37,968
14,438
27,997
1,427,846

250,910
39,020
14,438
28,648
1,382,542

231,511
39,370
14,438
29,087
1,344,376

10,206
109,879
122,501
13,802
954
257,342
14,841
1,745
26,215
300,143

$

$

—
148,973
104,496
12,579
954
267,002
15,389
1,753
23,853
307,997

$

$

—
141,546
108,020
9,001
2,079
260,646
15,397
1,584
23,045
300,672

—

—

—

17,482
1,062,674
47,547
1,127,703
1,427,846

3,037
1,024,611
46,897
1,074,545
1,382,542

1,035
995,281
47,388
1,043,704
1,344,376

$

See accompanying notes to condensed consolidated financial statements.

2

241,034
2,878

September 30,
2011

$
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COLUMBIA SPORTSWEAR COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)
(Unaudited)

Three Months Ended September 30,
2012

Net sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Net licensing income
Income from operations
Interest income (expense), net
Income before income tax
Income tax expense
Net income
Earnings per share (Note 9):
Basic
Diluted
Cash dividends per share
Weighted average shares outstanding (Note 9):
Basic
Diluted

$

$
$
$

Nine Months Ended September 30,
2012

2011

545,005 $
301,320
243,685
160,154
4,287
87,818
(17)
87,801
(23,426)
64,375 $

2011

566,791 $
317,206
249,585
167,375
4,406
86,616
462
87,078
(19,539)
67,539 $

1,168,503 $
659,014
509,489
437,881
10,817
82,425
421
82,846
(22,474)
60,372 $

1,167,907
656,373
511,534
436,034
10,396
85,896
1,246
87,142
(20,391)
66,751

1.90
1.88
0.22

2.00
1.98
0.22

1.79
1.77
0.66

33,872
34,155

$
$

$
$

33,849
34,177

See accompanying notes to condensed consolidated financial statements.

3

33,761
34,035

$
$

1.97
1.95
0.64
33,868
34,303
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COLUMBIA SPORTSWEAR COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)
(Unaudited)

Three Months Ended September 30,
2012

Net income
$
Other comprehensive income (loss):
Unrealized holding gains (losses) on available-for-sale
securities (net of tax (expense) benefit of ($4), $92, $0 and
$23, respectively)
Unrealized derivative holding gains (losses) arising during
period (net of tax (expense) benefit of $286, ($1,561), $11
and ($512), respectively)
Reclassification to net income of previously deferred (gains)
losses on derivative instruments (net of tax expense
(benefit) of $539, ($812), $566 and ($1,142), respectively)
Foreign currency translation adjustments (net of tax (expense)
benefit of ($149), $885, $111 and ($671), respectively)
Other comprehensive income (loss)
Comprehensive income
$

Nine Months Ended September 30,

2011

64,375

$

32

2012

67,539

$

(156)

$

—

66,751

(38)

(736)

7,973

(143)

2,379

(2,633)

3,855

(3,809)

4,383

4,602
650
61,022

(6,051)
673
67,424

8,306
4,969
69,344

$

(27,259)
(15,587)
51,952 $

See accompanying notes to condensed consolidated financial statements.

4

2011

60,372

$
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COLUMBIA SPORTSWEAR COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)
Nine Months Ended September 30,
2012

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and amortization
Loss on disposal or impairment of property, plant, and equipment
Deferred income taxes
Stock-based compensation
Excess tax benefit from employee stock plans
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued liabilities
Income taxes payable
Other liabilities
Net cash used in operating activities
Cash flows from investing activities:
Purchases of short-term investments
Sales of short-term investments
Capital expenditures
Proceeds from sale of property, plant, and equipment
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Proceeds from credit facilities
Repayments on credit facilities
Proceeds from issuance of common stock under employee stock plans
Tax payments related to restricted stock unit issuances
Excess tax benefit from employee stock plans
Repurchase of common stock
Cash dividends paid
Net cash used in financing activities
Net effect of exchange rate changes on cash
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Supplemental disclosures of cash flow information:
Cash paid during the period for income taxes
Supplemental disclosures of non-cash investing and financing activities:
Capital expenditures incurred but not yet paid
Repurchase of common stock not yet paid

$

$

60,372

$

66,751

30,763
505
974
5,707
(604 )

32,115
229
3,183
5,855
(1,814)

(68,605 )
(108,027 )
(1,784 )
(266 )
(45,660 )
12,926
825
2,298
(110,576 )

(121,949)
(122,998)
(19,286)
(1,521)
11,363
15,819
(11,343)
1,571
(142,025)

(39,274 )
40,153
(32,431 )
6
(31,546 )

(45,799)
112,070
(40,171)
168
26,268

74,846
(64,640 )
9,607
(1,261 )
604
(206 )
(22,309 )
(3,359 )
(1,389 )
(146,870 )
241,034
94,164 $

62,148
(62,148)
10,342
(2,942)
1,814
(16,429)
(21,677)
(28,892)
(1,666)
(146,315)
234,257
87,942

$

15,891

$

27,480

$

5,967
—

$

1,195
2,896

See accompanying notes to condensed consolidated financial statements.
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 1 – BASIS OF PRESENTATION AND ORGANIZATION
The accompanying unaudited condensed consolidated financial statements have been prepared by the management of Columbia
Sportswear Company (the “Company”) and in the opinion of management include all normal recurring material adjustments necessary to
present fairly the Company’s financial position as of September 30, 2012 and 2011, the results of operations for the three and nine months
ended September 30, 2012 and 2011 and cash flows for the nine months ended September 30, 2012 and 2011. The December 31, 2011
financial information was derived from the Company’s audited financial statements included in the Company's Annual Report on Form 10K for the year ended December 31, 2011. A significant part of the Company’s business is of a seasonal nature; therefore, results of
operations for the three and nine months ended September 30, 2012 are not necessarily indicative of results to be expected for the full year.
Certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting
principles generally accepted in the United States of America (“generally accepted accounting principles”) have been condensed or omitted
pursuant to the rules and regulations of the Securities and Exchange Commission. The Company, however, believes that the disclosures
contained in this report comply with the requirements of Section 13(a) of the Securities Exchange Act of 1934 for a Quarterly Report on
Form 10-Q and are adequate to make the information presented not misleading. These unaudited condensed consolidated financial
statements should be read in conjunction with the consolidated financial statements and notes thereto included in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2011.
Estimates and assumptions:
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results may differ from these estimates and assumptions. Some of these more significant estimates
relate to revenue recognition, including sales returns and claims from customers, allowance for doubtful accounts, excess, slow-moving and
close-out inventories, product warranty, long-lived and intangible assets, income taxes and stock-based compensation.
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
There have been no significant changes to the Company’s significant accounting policies as described in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2011.
Restructuring charges:
In connection with cost containment measures implemented during the first quarter of 2012, the Company accrued and expensed
restructuring charges of $4,007,000, primarily consisting of employee termination costs related to headcount reductions. All such costs are
included in selling, general and administrative expenses.
Recent Accounting Pronouncements:
In May 2011, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2011-04, Fair
Value Measurement (Topic 820): Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP
and IFRS. This ASU was issued concurrently with International Financial Reporting Standards (“IFRS”) 13, Fair Value Measurements, to
provide largely identical guidance about fair value measurement and disclosure requirements. The new standards do not extend the use of
fair value but, rather, provide guidance about how fair value should be applied where it already is required or permitted under IFRS or U.S.
GAAP. This standard is effective prospectively for interim and annual periods beginning after December 15, 2011. The adoption of this
standard did not have a material effect on the Company’s consolidated financial position, results of operations or cash flows.
In June 2011, the FASB issued ASU No. 2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income. This
ASU increases the prominence of other comprehensive income in financial statements while eliminating the option in U.S. GAAP to
present other comprehensive income in the statement of changes in equity. Under this ASU, an entity has the option to present the
components of net income and comprehensive income in either one or two consecutive financial statements.
6
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (Continued)
(Unaudited)

This ASU is effective for fiscal years, and interim periods within those years, beginning after December 15, 2011. The Company adopted
this standard January 1, 2012, and applied it retrospectively by adding a separate financial statement entitled, “Condensed Consolidated
Statements of Comprehensive Income.”
In September 2011, the FASB issued ASU No. 2011-08, Intangibles—Goodwill and Other (Topic 350): Testing Goodwill for
Impairment. This ASU permits an entity to make a qualitative assessment of whether it is more likely than not that a reporting unit’s fair
value is less than its carrying amount before applying the two-step goodwill impairment test. Under these requirements, an entity would not
be required to calculate the fair value of a reporting unit unless the entity determines, based on the qualitative assessment, that it is more
likely than not that its fair value is less than its carrying amount. The ASU is effective for annual and interim goodwill impairment tests
performed for fiscal years beginning after December 15, 2011. The Company does not expect the adoption of this standard to have a
material effect on the Company’s consolidated financial position, results of operations or cash flows.
In July 2012, the FASB issued ASU No. 2012-02, Intangibles—Goodwill and Other (Topic 350): Testing Indefinite-Lived Intangible
Assets for Impairment. This ASU permits an entity to make a qualitative assessment of whether it is not more likely than not that indefinitelived intangible assets are impaired before calculating the fair value of the assets. This ASU is effective for annual and interim impairment
tests performed for fiscal years beginning after September 15, 2012, although early adoption is permitted. The Company does not expect
the adoption of this standard to have a material effect on the Company's financial position, results of operations or cash flows.
NOTE 3 – INVENTORIES, NET
Inventories are carried at the lower of cost or market. Cost is determined using the first-in, first-out method. The Company
periodically reviews its inventory for excess, close-out and slow moving items and makes provisions as necessary to properly reflect
inventory value.
Inventories, net, consisted of the following (in thousands):
September 30,
2012

Raw materials
Work in process
Finished goods

$

$

726
2,055
472,952
475,733

December 31,
2011

$

2,044
1,240
361,915
365,199

$

September 30,
2011

$

$

1,738
1,295
429,071
432,104

NOTE 4 – INTANGIBLE ASSETS, NET
Intangible assets that are determined to have finite lives include patents and purchased technology and are amortized over their
estimated useful lives, which are approximately 10 years. Intangible assets with indefinite useful lives include trademarks and tradenames
and are not amortized but are periodically evaluated for impairment.
The following table summarizes the Company’s identifiable intangible assets balance (in thousands):
September 30,
2012

Intangible assets subject to amortization
Gross carrying amount
Accumulated amortization
Net carrying amount
Intangible assets not subject to amortization
Intangible assets, net

$

$

14,198 $
(3,651)
10,547
27,421
37,968 $

December 31,
2011

14,198 $
(2,599)
11,599
27,421
39,020 $

September 30,
2011

14,198
(2,249)
11,949
27,421
39,370

Annual amortization expense for intangible assets subject to amortization is estimated to be $1,402,000 in 2012, and $1,330,000 in
2013 through 2016.
7
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (Continued)
(Unaudited)

NOTE 5 – SHORT-TERM BORROWINGS AND CREDIT LINES
On September 27, 2012, the Company's Korean subsidiary increased the maximum borrowing on its unsecured and uncommitted line
of credit agreement to US$30,000,000. At September 30, 2012, $10,206,000 was outstanding under this line.
NOTE 6 – PRODUCT WARRANTY
Some of the Company’s products carry limited warranty provisions for defects in quality and workmanship. A warranty reserve is
established at the time of sale to cover estimated costs based on the Company’s history of warranty repairs and replacements and is
recorded in cost of sales. The warranty reserve is included in accrued liabilities in the Condensed Consolidated Balance Sheets.
A reconciliation of product warranties is as follows (in thousands):
Three Months Ended September 30,
2012

Balance at beginning of period
Charged to costs and expenses
Claims settled
Other
Balance at end of period

$

9,453 $
1,218
(960)
83
9,794 $

$

Nine Months Ended September 30,

2011

2012

9,777 $
1,131
(585)
(294)
10,029 $

2011

10,452 $
3,183
(3,917)
76
9,794 $

10,256
3,202
(3,341)
(88)
10,029

NOTE 7 – STOCK-BASED COMPENSATION
The Company’s Stock Incentive Plan (the “Plan”) allows for grants of incentive stock options, non-statutory stock options, restricted
stock awards, restricted stock units and other stock-based awards. The majority of all stock option and restricted stock unit grants
outstanding under the Plan were granted in the first quarter of each fiscal year.
Stock-based compensation expense consisted of the following (in thousands):
Three Months Ended September 30,
2012

Stock options
Restricted stock units
Total

$

2011

607
797
1,404

$

Nine Months Ended September 30,

$
$

906
1,145
2,051

2012

$

2,384
3,323
5,707

$

2011

$
$

2,633
3,222
5,855

Stock Options
The Company estimates the fair value of stock options using the Black-Scholes model. Key inputs and assumptions used to estimate
the fair value of stock options include the exercise price of the award, the expected option term, the expected volatility of the Company’s
stock over the option’s expected term, the risk-free interest rate applicable to the option’s expected term, and the Company’s estimated
annual dividend yield.
The following table presents the weighted average assumptions for stock options granted in the period:
Three Months Ended September 30,

Expected term
Expected stock price volatility
Risk-free interest rate
Expected dividend yield
Weighted average grant date fair value
(1)

Nine Months Ended September 30,

2012

2011

2012

2011(1)

4.51 years
31.95%
0.47%
1.63%
$12.37

4.49 years
31.21%
0.95%
1.53%
$13.39

4.78 years
32.20%
0.88%
1.80%
$11.57

5.12 years
30.76%
1.84%
1.31%
$16.09

For the nine months ended September 30, 2011, the Company granted two stock option grants totaling 53,720 shares that vest
100% on the fifth anniversary of the grant date . Because the Company did not have sufficient historical exercise
8
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (Continued)
(Unaudited)

data to provide a reasonable basis for estimating the expected term for these grants, the Company utilized the simplified method in
developing an estimate of the expected term of these options.
During the nine months ended September 30, 2012 and 2011, the Company granted a total of 358,169 and 340,973 stock options,
respectively. At September 30, 2012, unrecognized costs related to outstanding stock options totaled approximately $6,234,000, before any
related tax benefit. The unrecognized costs related to stock options are amortized over the related vesting period using the straight-line
attribution method. Unrecognized costs related to stock options at September 30, 2012 are expected to be recognized over a weighted
average period of 2.41 years.
Restricted Stock Units
The Company estimates the fair value of service-based and performance-based restricted stock units using the Black-Scholes model.
Key inputs and assumptions used to estimate the fair value of restricted stock units include the vesting period, dividend yield and closing
price of the Company’s common stock on the date of grant.
The following table presents the weighted average assumptions for restricted stock units granted in the period:
Three Months Ended September 30,

Vesting period
Expected dividend yield
Estimated average grant date fair value per restricted stock unit

Nine Months Ended September 30,

2012

2011

2012

2011

4.00 years
1.63%
$50.46

4.00 years
1.84%
$44.82

3.86 years
1.77%
$46.57

3.96 years
1.33%
$58.37

During the nine months ended September 30, 2012 and 2011, the Company granted 183,816 and 145,768 restricted stock units,
respectively. At September 30, 2012, unrecognized costs related to outstanding restricted stock units totaled approximately $11,033,000,
before any related tax benefit. The unrecognized costs related to restricted stock units are being amortized over the related vesting period
using the straight-line attribution method. These unrecognized costs at September 30, 2012 are expected to be recognized over a weighted
average period of 2.51 years.
NOTE 8 – ACCUMULATED OTHER COMPREHENSIVE INCOME
Accumulated other comprehensive income, net of applicable taxes, reported on the Company’s Condensed Consolidated Balance
Sheets consists of unrealized holding gains and losses on available-for-sale securities, unrealized gains and losses on certain derivative
transactions and foreign currency translation adjustments. Accumulated other comprehensive income, net of related tax effects, consisted
of the following (in thousands):
September 30,
2012

Unrealized holding losses on available-for-sale securities
Unrealized holding gains on derivative transactions
Foreign currency translation adjustments
Accumulated other comprehensive income

$

$

(2) $
3,298
44,251
47,547 $

December 31,
2011

(2) $
7,250
39,649
46,897 $

September 30,
2011

(2)
5,091
42,299
47,388

NOTE 9 – EARNINGS PER SHARE
Earnings per share (“EPS”) is presented on both a basic and diluted basis. Basic EPS is based on the weighted average number of
common shares outstanding. Diluted EPS reflects the potential dilution that could occur if outstanding securities or other contracts to issue
common stock were exercised or converted into common stock. For the calculation of diluted EPS, the basic weighted average number of
shares is increased by the dilutive effect of stock options and restricted stock units determined using the treasury stock method.
9
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (Continued)
(Unaudited)

A reconciliation of common shares used in the denominator for computing basic and diluted EPS is as follows (in thousands, except
per share amounts):
Three Months Ended September 30,
2012

Weighted average shares of common stock outstanding, used in
computing basic earnings per share
Effect of dilutive stock options and restricted stock units
Weighted-average shares of common stock outstanding, used in
computing diluted earnings per share
Earnings per share of common stock:
Basic
Diluted

$

Nine Months Ended September 30,

2011

2012

2011

33,872
283

33,849
328

33,761
274

33,868
435

34,155

34,177

34,035

34,303

1.90
1.88

$

2.00
1.98

$

1.79
1.77

$

1.97
1.95

Stock options and service-based restricted stock units representing 923,275 and 515,712 shares of common stock outstanding for the
three months ended September 30, 2012 and 2011, respectively, and 932,362 and 364,811 shares of common stock for the nine months
ended September 30, 2012 and 2011, respectively, were outstanding but were excluded from the computation of diluted EPS because their
effect would be anti-dilutive as a result of applying the treasury stock method. In addition, performance-based restricted stock units
representing 40,304 and 38,606 shares of common stock for the three months ended September 30, 2012 and 2011, respectively, and 38,259
and 33,047 shares of common stock for the nine months ended September 30, 2012 and 2011, respectively, were outstanding but were
excluded from the computation of diluted EPS because these shares were subject to performance conditions that had not been met.
Since the inception of the Company’s stock repurchase plan in 2004 through September 30, 2012, the Company’s Board of Directors
has authorized the repurchase of $500,000,000 of the Company’s common stock. As of September 30, 2012, the Company had repurchased
9,593,278 shares under this program at an aggregate purchase price of approximately $441,443,000. During the nine months ended
September 30, 2012, the Company repurchased an aggregate of $206,000 of the Company's common stock. During the nine months ended
September 30, 2011, the Company repurchased an aggregate of $19,325,000 of the Company's common stock. Shares of the Company’s
common stock may be purchased in the open market or through privately negotiated transactions, subject to market conditions. The
repurchase program does not obligate the Company to acquire any specific number of shares or to acquire shares over any specified period
of time.
NOTE 10 – SEGMENT INFORMATION
The Company operates in four geographic segments: (1) United States, (2) Latin America and Asia Pacific (“LAAP”), (3) Europe,
Middle East and Africa (“EMEA”) and (4) Canada, which are reflective of the Company’s internal organization, management, and
oversight structure. Each geographic segment operates predominantly in one industry: the design, development, marketing and distribution
of active outdoor apparel, footwear, accessories and equipment.
10
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (Continued)
(Unaudited)

The geographic distribution of the Company’s net sales and income before income tax are summarized in the following tables (in
thousands). Inter-segment net sales, which are recorded at a negotiated mark-up and eliminated in consolidation, are not material.
Three Months Ended September 30,
2012

Net sales to unrelated entities:
United States
LAAP
EMEA
Canada

$

$
Income before income tax:
United States
LAAP
EMEA
Canada
Interest income (expense), net

$

$

Nine Months Ended September 30,

2011

347,757
84,614
60,583
52,051
545,005

$

2012

$

$

333,634
72,763
100,312
60,082
566,791

62,475 $
7,128
7,862
10,353
(17)
87,801 $

52,571
7,531
14,287
12,227
462
87,078

$

$

$

2011

672,879
245,560
168,655
81,409
1,168,503

$

50,039
24,797
2,295
5,294
421
82,846

$

$

$

655,171
216,664
198,279
97,793
1,167,907
44,921
22,572
5,715
12,688
1,246
87,142

NOTE 11 – FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
In the normal course of business, the Company’s financial position and results of operations are routinely subject to a variety of risks.
These risks include risks associated with financial markets, primarily currency exchange rate risk and, to a lesser extent, interest rate risk
and equity market risk. The Company regularly assesses these risks and has established policies and business practices designed to mitigate
them. The Company does not engage in speculative trading in any financial market.
The Company actively manages the risk of changes in functional currency equivalent cash flows resulting from anticipated U.S.
dollar denominated inventory purchases by subsidiaries that use European euros, Canadian dollars, Japanese yen or Korean won as their
functional currency. The Company manages this risk by using currency forward contracts formally designated and effective as cash flow
hedges. Hedge effectiveness is determined by evaluating the ability of a hedging instrument’s cumulative change in fair value to offset the
cumulative change in the present value of expected cash flows on the underlying exposures. For forward contracts, the change in fair value
attributable to changes in forward points are excluded from the determination of hedge effectiveness and included in current cost of sales.
Hedge ineffectiveness was not material during the three and nine months ended September 30, 2012 and 2011.
The Company also uses currency forward contracts not formally designated as hedges to manage the currency exchange rate risk
associated with the remeasurement of non-functional monetary assets and liabilities. Non-functional monetary assets and liabilities consist
primarily of cash and cash equivalents, short-term investments, payables and intercompany loans.
The following table presents the gross notional amount of outstanding derivative instruments (in thousands):
September 30,
2012

Derivative instruments designated as cash flow hedges:
Currency forward contracts
Derivative instruments not designated as cash flow hedges:
Currency forward contracts

$

97,925
89,462

December 31,
2011

$

144,000
138,807

September 30,
2011

$

156,025
63,210

At September 30, 2012, approximately $3,575,000 of deferred net gains on both outstanding and matured derivatives accumulated in
other comprehensive income are expected to be reclassified to net income during the next twelve months as a result of underlying hedged
transactions also being recorded in net income. Actual amounts ultimately reclassified to net income are dependent on U.S. dollar exchange
rates in effect against the European euro, Canadian dollar, Japanese yen and Korean won when outstanding derivative contracts mature.
11
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (Continued)
(Unaudited)

At September 30, 2012, the Company’s derivative contracts had a remaining maturity of approximately one year or less. All the
counterparties to these transactions had both long-term and short-term investment grade credit ratings and as a result, the Company does not
require collateral to facilitate transactions. The maximum net exposure to any single counterparty, which is generally limited to the
aggregate unrealized gain of all contracts with that counterparty, was less than $2,000,000 at September 30, 2012. The Company does not
hold derivatives featuring credit-related contingent terms. In addition, the Company is not a party to any derivative master agreement
featuring credit-related contingent terms. Finally, the Company has not pledged assets or posted collateral as a requirement for entering into
or maintaining derivative positions.
The following table presents the balance sheet classification and fair value of derivative instruments (in thousands):
September 30,
2012

Balance Sheet Classification

Derivative instruments designated as
cash flow hedges:
Derivative instruments in asset
positions:
Currency forward contracts
Currency forward contracts
Derivative instruments in
liability positions:
Currency forward contracts
Currency forward contracts
Derivative instruments not designated
as cash flow hedges:
Derivative instruments in asset
positions:
Currency forward contracts
Derivative instruments in
liability positions:
Currency forward contracts

Prepaid expenses and other current assets
Other non-current assets

$

2,170
—

Accrued liabilities
Other long-term liabilities

Prepaid expenses and other current assets

December 31,
2011

$

6,591
1,117

580
—

$

582

Accrued liabilities

September 30,
2011

$

824
91

$

645

1,640

7,449
—

1,124
—

$

2,962

908

1,461

The following table presents the effect and classification of derivative instruments (in thousands):
Three Months Ended
September 30,

Statement of
Operations
Classification

Currency Forward Contracts:
Derivative instruments designated as cash flow hedges:
Gain (loss) recognized in other comprehensive
income or loss
Gain (loss) reclassified from accumulated other
comprehensive income or loss to income for the
effective portion
Gain reclassified from accumulated other
comprehensive income or loss to income as a result
of cash flow hedge discontinuance
Loss recognized in income for amount excluded from
effectiveness testing and for the ineffective portion
Derivative instruments not designated as cash flow hedges:

Gain (loss) recognized in income

—

2012

$

(736) $

Nine Months Ended
September 30,

2011

7,973

$

2011

(143) $ 2,379

Cost of sales

3,219

Cost of sales

—

—

441

Cost of sales

(12)

(940)

(16)

Selling, general and
administrative
expense

(881)

(1,541)

(7,134)

12

(4,568)

2012

4,011

(5,436)

—
(1,586)

3,218
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (Continued)
(Unaudited)

NOTE 12 – COMMITMENTS AND CONTINGENCIES
Inventory Purchase Obligations
Inventory purchase obligations consist of open production purchase orders and other commitments for raw materials and sourced
apparel, footwear, accessories and equipment. At September 30, 2012, inventory purchase obligations were $287,478,000.
NOTE 13 – FAIR VALUE MEASURES
Certain assets and liabilities are reported at fair value on either a recurring or nonrecurring basis. Fair value is defined as an exit price,
representing the amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants, under a three-tier fair value hierarchy that prioritizes the inputs used in measuring fair value as follows:
Level 1 –
Level 2 –
Level 3 –

observable inputs such as quoted prices in active liquid markets;
inputs, other than the quoted market prices in active markets, that are observable, either directly or indirectly; or observable
market prices in markets with insufficient volume and/or infrequent transactions; and
unobservable inputs for which there is little or no market data available, that require the reporting entity to
develop its own assumptions.

Assets and liabilities measured at fair value on a recurring basis at September 30, 2012 are as follows (in thousands):
Level 1

Assets:
Cash equivalents
Money market funds
Time deposits
Available-for-sale short-term investments (1)
Time deposits
Other current assets
Derivative financial instruments (Note 11)
Other non-current assets
Mutual fund shares
Total assets measured at fair value
Liabilities:
Accrued liabilities
Derivative financial instruments (Note 11)
Total liabilities measured at fair value

$

Level 2

13,700
10,016

$

Level 3

—
—

$

Total

—
—

$

13,700
10,016

—

2,128

—

2,128

—

2,752

—

2,752

$

3,879
27,595

$

—
4,880

$

—
—

$

3,879
32,475

$
$

—
—

$
$

2,220
2,220

$
$

—
—

$
$

2,220
2,220
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – (Continued)
(Unaudited)

Assets and liabilities measured at fair value on a recurring basis at December 31, 2011 are as follows (in thousands):
Level 1

Assets:
Cash equivalents
Money market funds
Time deposits
Available-for-sale short-term investments (1)
Time deposits
Other current assets
Derivative financial instruments (Note 11)
Other non-current assets
Derivative financial instruments (Note 11)
Mutual fund shares
Total assets measured at fair value
Liabilities:
Accrued liabilities
Derivative financial instruments (Note 11)
Other long-term liabilities
Derivative financial instruments (Note 11)
Total liabilities measured at fair value

$

Level 2

55,542
10,000

$

Level 3

—
—

$

Total

—
—

$

55,542
10,000

2,878

—

—

2,878

—

7,236

—

7,236

$

—
2,521
70,941

$

1,117
—
8,353

$

—
—
—

$

1,117
2,521
79,294

$

—

$

3,786

$

—

$

3,786

$

—
—

$

91
3,877

$

—
—

$

91
3,877

Assets and liabilities measured at fair value on a recurring basis at September 30, 2011 are as follows (in thousands):
Level 1

Assets:
Cash equivalents
Money market funds
Available-for-sale short-term investments (1)
Time deposits
Other current assets
Derivative financial instruments (Note 11)
Other non-current assets
Mutual fund shares
Total assets measured at fair value
Liabilities:
Accrued liabilities
Derivative financial instruments (Note 11)
Total liabilities measured at fair value
(1)

$

Level 2

57,939

$

Level 3

—

$

Total

—

$

57,939

2,423

—

—

2,423

—

8,357

—

8,357

$

2,261
62,623

$

—
8,357

$

—
—

$

2,261
70,980

$
$

—
—

$
$

2,585
2,585

$
$

—
—

$
$

2,585
2,585

Investments have remaining maturities greater than three months but less than two years and are available for use in current
operations.

Level 1 instrument valuations are obtained from real-time quotes for transactions in active exchange markets involving identical
assets. Level 2 instrument valuations are obtained from inputs, other than quoted market prices in active markets, that are directly or
indirectly observable in the marketplace and quoted prices in markets with limited volume or infrequent transactions.
There were no material assets and liabilities measured at fair value on a nonrecurring basis as of September 30, 2012, December 31,
2011, or September 30, 2011.
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Item 2 – MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
This quarterly report contains forward-looking statements. Forward-looking statements include any statements related to our
expectations regarding future performance or market position, including any statements regarding anticipated sales across markets,
distribution channels and product categories, expenses, input costs and cost containment measures, effects of unseasonable weather on our
results of operations, investments in our business, including commencement of our China joint venture, investments in our information
technology systems and our direct-to-consumer channels, access to raw materials and factory capacity, financing and working capital
requirements and resources and our exposure to market risk associated with interest rates and foreign currency exchange rates.
These forward-looking statements, and others we make from time to time, are subject to a number of risks and uncertainties. Many
factors may cause actual results to differ materially from those projected in forward-looking statements, including the risks described
below in Part II, Item 1A, Risk Factors. We do not undertake any duty to update forward-looking statements after the date they are made or
to conform them to actual results or to changes in circumstances or expectations.
Our Business
As one of the largest outdoor apparel and footwear companies in the world, we design, source, market and distribute active outdoor
apparel, footwear, accessories and equipment under the Columbia, Mountain Hardwear, Sorel and Montrail brands. Our products are sold
through a mix of wholesale distribution channels, independent distributors and our own direct-to-consumer channels. In addition, we
license our Columbia trademarks across a range of apparel, footwear, accessories and equipment.
The popularity of outdoor activities, changing design trends and consumer adoption of innovative performance technologies affect
consumer desire for our products. Therefore, we seek to drive, anticipate and respond to trends and shifts in consumer preferences by
adjusting the mix of our available product offerings, developing new products with innovative performance features and designs, and
creating persuasive and memorable marketing communications to generate consumer awareness and demand. Failure to anticipate or
respond to consumer needs and preferences in a timely and adequate manner could have a material adverse effect on our sales and
profitability.
Seasonality and Variability of Business
Our business is affected by the general seasonal trends common to the outdoor industry and is heavily dependent upon weather and
discretionary consumer spending patterns. Our products are marketed on a seasonal basis and our sales are weighted substantially toward
the fall season, while our operating costs are more equally distributed throughout the year. Since 2008, the expansion of our direct-toconsumer operations has increased the proportion of sales and profits that we generate in the fourth calendar quarter. As a result, our sales
and profits tend to be highest in the third and fourth calendar quarters. In 2011, approximately 65 percent of our net sales and all of our
profitability were realized in the second half of the year, illustrating our dependence upon sales results in the second half of the year, as
well as the less seasonal nature of our operating costs.
We generally solicit orders from wholesale customers and independent distributors for the fall and spring seasons based on seasonal
ordering deadlines that we establish to aid our efforts in planning manufacturing volumes to meet demand for each of our selling seasons.
We typically ship the majority of our advance fall season orders to wholesale customers and independent distributors beginning in June and
continuing through November. Similarly, the majority of our advance spring season orders ship to wholesale customers and independent
distributors beginning in December and continuing through May. Generally, orders are subject to cancellation prior to the date of shipment.
Results of operations in any period should not be considered indicative of the results to be expected for any future period, particularly
in light of persistent volatility in economic conditions. Sales of our products are subject to substantial cyclical fluctuation, the effects of
unseasonable weather conditions, the relative popularity of competitors' brands, and the continued popularity of outdoor activities as part of
an active lifestyle in key markets. Volatile economic environments in key markets coupled with inflationary or volatile input costs reduce
the predictability of our business.
Business Outlook
The global business climate continues to present us with a great deal of uncertainty, making it difficult to predict future results.
Factors that could significantly affect our full year 2012 outlook include:
• Unseasonable weather conditions or other unforeseen factors affecting consumer demand and the resulting effect on order
cancellations, sales returns, reorders, direct-to-consumer sales and suppressed demand in subsequent seasons;
• Changes in mix and volume of full price sales in relation to close-out product sales and promotional sales
activity;
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•
•
•
•
•
•

Increased costs to support supply chain and information technology infrastructure investments and projects, including our multiyear global enterprise resource planning (“ERP”) system implementation;
Our ability to implement and maintain effective cost containment measures in order to limit the growth of selling, general and
administrative (“SG&A”) expenses to a rate comparable to or lower than sales growth;
Continued economic uncertainty, which is creating headwinds in key global markets, particularly in Europe as it relates to our
EMEA direct business where we have ongoing efforts to revitalize the Columbia brand;
The rate of sales growth through our expanding direct-to-consumer
operations;
Changes in consumer spending activity, including consumer acceptance of increased prices of our products;
and
Fluctuating currency exchange
rates.

Like other branded consumer product companies, our business is heavily dependent upon discretionary consumer spending patterns.
Continuing high levels of unemployment and concerns about potential increases in consumer prices in our key markets continue to pose
significant challenges and risks for us.
We believe the potential for growth in our full year 2012 net sales compared to 2011 is limited primarily as a result of the
unseasonably warm 2011/2012 winter and a challenging economic environment, particularly in Europe, both of which subdued retailers'
confidence as they placed their advance orders for the fall 2012 season. We expect full year 2012 SG&A expenses to decrease slightly
compared to 2011, driven by cost containment measures executed in the first quarter of 2012 and a continued focus on SG&A expense
control throughout the year. Cost containment efforts included a reduction in global headcount, curtailment of various compensation and
benefit increases and reduction in travel, event and other discretionary spending.
These factors and others may have a material effect on our financial condition, results of operations, or cash flows, particularly with
respect to quarterly comparisons.
We remain firmly committed to:
Creating innovative solutions that keep people warm, cool, dry and protected so they can enjoy the outdoors
longer;
• Focusing on product design, utilizing our innovations to differentiate our brands from
competitors;
• Ensuring that our products are sold through brand enhancing distribution partners around the
world;
• Increasing the impact and amount of consumer communications to drive demand for our brands and sell-through of our
products;
• Making sure our products are merchandised and displayed in the best way possible in every retail environment;
and
• Continuing to build a world class direct-to-consumer
business.
•

Our business has evolved significantly in recent years, including a broader geographic scope, larger international distributor and
direct-to-consumer operations, increased automatic replenishment programs and changes in the multiple data points we use to plan our
business. We have concluded that providing two seasonal wholesale backlog reports at March 31 and September 30, as we previously did
through 2011, is not material to an understanding of our company and our future expectations.
Results of Operations
The following discussion of our results of operations and liquidity and capital resources should be read in conjunction with the
Condensed Consolidated Financial Statements and accompanying Notes that appear elsewhere in this quarterly report. All references to
quarters relate to the quarter ended September 30 of the particular year.
Highlights of the Third Quarter of 2012
•
•
•

Net sales for the third quarter of 2012 decreased $21.8 million, or 4%, to $545.0 million from $566.8 million for the third quarter
of 2011. Changes in foreign currency exchange rates compared with the third quarter of 2011 negatively affected the consolidated
net sales comparison by approximately two percentage points.
Net income for the third quarter of 2012 decreased 5% to $64.4 million, or $1.88 per diluted share, compared to net income of
$67.5 million, or $1.98 per diluted share, for the third quarter of 2011.
We paid a quarterly cash dividend of $0.22 per share, or $7.5 million, in the third quarter of
2012.

On August 6, 2012, we entered into an agreement with Swire Resources Limited to form a joint venture with the purpose of
supporting the development of our business in the People's Republic of China, excluding the administrative territories of Hong Kong and
Macau. The joint venture is expected to begin operations January 1, 2014, subject to regulatory approval in the People's Republic of China
and other conditions customary in transactions of this size and type. We will hold a 60 percent ownership interest in the joint venture. The
joint venture will replace distributor agreements with Swire Resources Limited.
The following table sets forth, for the periods indicated, the percentage relationship to net sales of specified items in our Condensed
Consolidated Statements of Operations:
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Three Months Ended September 30,
2012

Net sales
Cost of sales
Gross profit
Selling, general and administrative expense
Net licensing income
Income from operations
Interest income (expense), net
Income before income tax
Income tax expense
Net income

Nine Months Ended September 30,

2011

100.0 %
55.3
44.7
29.4
0.8
16.1
—
16.1
(4.3)
11.8 %

2012

100.0 %
56.0
44.0
29.5
0.8
15.3
0.1
15.4
(3.5)
11.9 %

2011

100.0 %
56.4
43.6
37.4
0.9
7.1
—
7.1
(1.9)
5.2 %

100.0 %
56.2
43.8
37.3
0.9
7.4
0.1
7.5
(1.8)
5.7 %

Quarter Ended September 30, 2012 Compared to Quarter Ended September 30, 2011
Net Sales: Consolidated net sales decreased $21.8 million, or 4%, to $545.0 million for the third quarter of 2012 from $566.8 million
for the comparable period in 2011. Changes in foreign currency exchange rates compared with the third quarter of 2011 negatively affected
the consolidated net sales comparison by approximately two percentage points.
Sales by Geographic Region
Net sales by geographical region are summarized in the following table:
Three Months Ended September 30,
2012

2011

% Change

(In millions, except for percentage changes)

United States
LAAP
EMEA
Canada

$

$

347.8
84.7
60.5
52.0
545.0

$

$

333.6
72.8
100.3
60.1
566.8

4%
16%
(40)%
(13)%
(4)%

Net sales in the United States increased $14.2 million, or 4%, to $347.8 million for the third quarter of 2012 from $333.6 million for
the comparable period in 2011. The increase in net sales in the United States was led by apparel, accessories and equipment, followed by
footwear, and consisted of approximately equal increases in our direct-to-consumer and wholesale businesses. The net sales increase in our
direct-to-consumer business was primarily concentrated in the Columbia brand and was led by increased net sales within our retail stores,
followed by increased e-commerce net sales. At September 30, 2012, we operated 58 retail stores, compared with 51 at September 30,
2011. The increase in wholesale net sales was primarily due to increased fall 2012 product shipments, aided by earlier receipts of fall
inventory in 2012 compared to 2011.
Net sales in the LAAP region increased $11.9 million, or 16%, to $84.7 million for the third quarter of 2012 from $72.8 million for
the comparable period in 2011. Changes in foreign currency exchange rates compared with the third quarter of 2011 negatively affected the
LAAP net sales comparison by approximately three percentage points. The net sales increase in the LAAP region was led by apparel,
accessories and equipment, followed by footwear. The LAAP net sales increase was primarily concentrated in the Columbia brand and was
led by our LAAP distributor business, followed by Japan, partially offset by a net sales decrease in Korea. The LAAP distributor net sales
increase was primarily due to increased advance orders for fall 2012 products and a shift in timing of shipments as a higher percentage of
fall 2012 advance orders shipped in the third quarter of 2012, while a higher percentage of fall 2011 advance orders shipped in the second
quarter of 2011. The increase in Japan net sales was led by increased wholesale net sales, followed by increased retail net sales. The
decrease in Korea net sales was due to the negative effect of foreign currency exchange rates that offset a net sales increase in local
currency.
Net sales in the EMEA region decreased $39.8 million, or 40%, to $60.5 million for the third quarter of 2012 from $100.3 million for
the comparable period in 2011. Changes in foreign currency exchange rates compared with the third quarter of 2011 negatively affected the
EMEA net sales comparison by approximately eight percentage points. The net sales decrease in the EMEA region was led by apparel,
accessories and equipment, followed by footwear. The decrease in net sales in the EMEA region was led by the Columbia brand, followed
by the Sorel brand. The net sales decrease in the EMEA region was led by our EMEA direct business, against an increase of more than
70% in the comparable period in 2011, followed by our EMEA distributor business.
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The decrease in net sales in the EMEA direct business was primarily due to a decline in advance orders reflecting the effects of the
unseasonably warm 2011/2012 winter and a challenging macroeconomic environment creating headwinds against our ongoing efforts to
revitalize the Columbia brand in key European markets. The EMEA distributor net sales decrease was primarily due to a shift in the timing
of shipments as a higher percentage of fall 2012 advance orders shipped in the second quarter of 2012, while a higher percentage of fall
2011 advance orders shipped in the third quarter of 2011. This timing shift accounted for approximately 45% of the total decrease in net
sales in the EMEA region.
Net sales in Canada decreased $8.1 million, or 13%, to $52.0 million for the third quarter of 2012 from $60.1 million for the
comparable period in 2011. Changes in foreign currency exchange rates compared with the third quarter of 2011 negatively affected the
Canada net sales comparison by approximately three percentage points. The decrease in net sales in Canada was led by the Columbia brand,
followed by the Sorel brand, and was led by apparel, accessories and equipment, followed by footwear. The Canada net sales decrease was
primarily due to a decline in fall 2012 advance orders for Columbia brand products due to the unseasonably warm 2011/2012 winter and
retailer consolidation in the region.
Sales by Product Category
Net sales by product category are summarized in the following table:
Three Months Ended September 30,
2012

2011

% Change

(In millions, except for percentage changes)

Apparel, Accessories and Equipment
Footwear

$
$

429.5
115.5
545.0

$
$

438.2
128.6
566.8

(2)%
(10)%
(4)%

Net sales of apparel, accessories and equipment decreased $8.7 million, or 2%, to $429.5 million for the third quarter of 2012 from
$438.2 million for the comparable period in 2011. The decrease in apparel, accessories and equipment net sales was primarily concentrated
in the Columbia brand, and was led by the EMEA region, followed by Canada, partially offset by net sales increases in the United States
and LAAP region. The apparel, accessories and equipment net sales decrease in the EMEA region was led by our EMEA distributor
business, reflecting a shift in timing of shipments of fall 2012 advance orders, followed by our EMEA direct business.
Net sales of footwear decreased $13.1 million, or 10%, to $115.5 million for the third quarter of 2012 compared to $128.6 million for
the comparable period in 2011. The decrease in footwear net sales was led by the Sorel brand, followed by the Columbia brand. The
decrease in footwear net sales was led by the EMEA region, followed by Canada, partially offset by net sales increases in the LAAP region
and the United States. The decrease in footwear net sales in the EMEA region was concentrated in our EMEA direct business.
Sales by Brand
Net sales by brand are summarized in the following table:
Three Months Ended September 30,
2012
2011
% Change
(In millions, except for percentage changes)

Columbia
Mountain Hardwear
Sorel
Other

$

$

436.8
44.4
61.2
2.6
545.0

$

$

447.8
44.7
72.0
2.3
566.8

(2)%
(1)%
(15)%
13%
(4)%

The net sales decrease for the third quarter of 2012 compared to the third quarter of 2011 was led by the Columbia brand, followed
by the Sorel brand. The Columbia and Sorel brand net sales decreases were led by the EMEA region, followed by Canada, partially offset
by net sales increases in the United States and the LAAP region.
Gross Profit: Gross profit, as a percentage of net sales, increased to 44.7% for the third quarter of 2012 from 44.0% for the
comparable period in 2011. Gross profit expansion was primarily due to:
• Planned fall 2012 wholesale price
increases;
• Lower air freight costs;
and
• Favorable foreign currency hedge
rates;
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partially offset by:
• Lower gross margins on sales of excess
inventory.
Our gross profits may not be comparable to those of other companies in our industry because some include costs related to both their
distribution network and retail store occupancy in cost of sales while we, like many others, include these expenses as a component of SG&A
expense.
Selling, General and Administrative Expense : SG&A expense includes all costs associated with design, merchandising, marketing,
distribution and corporate functions, including related depreciation and amortization.
SG&A expense decreased $7.2 million, or 4%, to $160.2 million, or 29.4% of net sales, for the third quarter of 2012 from $167.4
million, or 29.5% of net sales, for the comparable period in 2011. The SG&A decrease was primarily due to:
• Cost containment measures;
and
• Favorable foreign currency exchange
rates;
partially offset by:
• Expansion
globally.

of

direct-to-consumer

operations

Depreciation and amortization included in SG&A expense totaled $9.5 million for the third quarter of 2012, compared to $10.9
million for the same period in 2011.
Net Licensing Income: Net licensing income was essentially flat at $4.3 million for the third quarter of 2012 compared to $4.4
million for the same period in 2011. Decreased licensing income in the United States was offset by increased apparel and footwear
licensing income in the LAAP region, where a third party distributor is licensed to locally manufacture Columbia brand apparel and
footwear for sale in local markets.
Interest Income (Expense), Net: Net interest expense was nominal for the third quarter of 2012 compared to net interest income of
$0.5 million for the same period in 2011. Interest income decreased due to lower average yields on cash and cash equivalents and shortterm investments, lower average balances and lower interest income on income tax refunds compared to the same period in 2011. Interest
expense was nominal for the third quarter of 2012 and for the comparable period in 2011.
Income Tax Expense: Income tax expense increased to $23.4 million for the third quarter of 2012 from $19.5 million for the
comparable period in 2011. Our effective income tax rate was 26.7% for the third quarter of 2012 compared to 22.4% for the same period
in 2011. Our effective income tax rate increased primarily due to a change in the geographic mix of earnings and the effect of certain
foreign tax credits recognized in 2011 that are not expected to recur in 2012. Many factors could cause our annual effective tax rate to
differ materially from our quarterly effective tax rates, including changes in the geographic mix of taxable income and discrete events in
future periods.
Net Income: Net income decreased $3.1 million, or 5%, to $64.4 million for the third quarter of 2012 from $67.5 million for the
comparable period in 2011. Diluted earnings per share was $1.88 for the third quarter of 2012, compared to diluted earnings per share of
$1.98 for the third quarter of 2011.
Nine Months Ended September 30, 2012 Compared to Nine Months Ended September 30, 2011
Net Sales: Consolidated net sales increased $0.6 million to $1,168.5 million for the nine months ended September 30, 2012 from
$1,167.9 million for the comparable period in 2011. Changes in foreign currency exchange rates compared with the nine months ended
September 30, 2011 negatively affected the consolidated net sales comparison by approximately one percentage point.
Sales by Geographic Region
19

Table of Contents

Net sales by geographical region are summarized in the following table:
Nine Months Ended September 30,
2012

2011

% Change

(In millions, except for percentage changes)

United States
LAAP
EMEA
Canada

$

$

672.9
245.6
168.6
81.4
1,168.5

$

$

655.1
216.7
198.3
97.8
1,167.9

3%
13%
(15)%
(17)%
*

* less than 1%
Net sales in the United States increased $17.8 million, or 3%, to $672.9 million for the nine months ended September 30, 2012 from
$655.1 million for the comparable period in 2011. The increase in net sales in the United States was concentrated in apparel, accessories
and equipment. The net sales increase consisted of a net sales increase in our direct-to-consumer business, partially offset by a net sales
decrease in our wholesale business. The net sales increase in our direct-to-consumer business was primarily concentrated in the Columbia
brand and was driven by increased net sales within our retail stores, partially offset by decreased e-commerce net sales. At September 30,
2012, we operated 58 retail stores, compared with 51 at September 30, 2011.
Net sales in the LAAP region increased $28.9 million, or 13%, to $245.6 million for the nine months ended September 30, 2012 from
$216.7 million for the comparable period in 2011. Changes in foreign currency exchange rates compared with the nine months ended
September 30, 2011, negatively affected the LAAP net sales comparison by approximately one percentage point. The net sales increase in
the LAAP region was led by apparel, accessories and equipment, followed by footwear. The LAAP net sales increase was led by the
Columbia brand, followed by the Mountain Hardwear brand, and was led by our LAAP distributor business, followed by Japan and Korea.
The LAAP distributor net sales increase was primarily due to an increase in advance orders for fall 2012 products. The increase in Japan net
sales was primarily the result of increased net sales from our wholesale business, increased direct-to-consumer net sales and the favorable
effect of foreign currency exchange rates. The increase in Korea net sales was due to a greater number of retail stores operating during the
nine months ended September 30, 2012 than during the nine months ended September 30, 2011, partially offset by decreased sales from
existing stores.
Net sales in the EMEA region decreased $29.7 million, or 15%, to $168.6 million for the nine months ended September 30, 2012
from $198.3 million for the comparable period in 2011. Changes in foreign currency exchange rates compared with the nine months ended
September 30, 2011, negatively affected the EMEA net sales comparison by approximately six percentage points. The net sales decrease in
the EMEA region was led by footwear, followed by apparel, accessories and equipment. The decrease in net sales in the EMEA region was
led by the Columbia brand, followed by the Sorel brand, and was due to a net sales decrease in our EMEA direct business, against an
increase of more than 30% in the comparable period in 2011, partially offset by increased net sales to our EMEA distributors. The decrease
in net sales in the EMEA direct business was primarily due to a decline in advance orders reflecting the effects of the unseasonably warm
2011/2012 winter and a challenging economic environment creating headwinds against our ongoing efforts to revitalize the Columbia brand
in key European markets.
Net sales in Canada decreased $16.4 million, or 17%, to $81.4 million for the nine months ended September 30, 2012 from $97.8
million for the comparable period in 2011. Changes in foreign currency exchange rates compared with the nine months ended
September 30, 2011, negatively affected the Canada net sales comparison by approximately three percentage points. The decrease in net
sales in Canada was led by the Columbia brand, followed by the Sorel brand, and was led by apparel, accessories and equipment, followed
by footwear. The Canada net sales decrease was primarily due to a decline in fall 2012 advance orders for Columbia products due to the
unseasonably warm 2011/2012 winter and retailer consolidation in the region.
Sales by Product Category
Net sales by product category are summarized in the following table:
Nine Months Ended September 30,
2012

2011

% Change

(In millions, except for percentage changes)

Apparel, Accessories and Equipment
Footwear

$
$

* less than 1%
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954.7
213.8
1,168.5

$
$

934.9
233.0
1,167.9

2%
(8)%
*
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Net sales of apparel, accessories and equipment increased $19.8 million, or 2%, to $954.7 million for the nine months ended
September 30, 2012 from $934.9 million for the comparable period in 2011. The increase in apparel, accessories and equipment net sales
was concentrated in the Columbia brand, and was led by the LAAP region, followed by the United States, partially offset by net sales
decreases in Canada and the EMEA region. The apparel, accessories and equipment net sales increase in the LAAP region was led by
Japan, followed by our LAAP distributor business and Korea. The net sales increase in apparel, accessories and equipment in the United
States consisted of increased net sales in our direct-to-consumer business, partially offset by a net sales decrease in our wholesale business.
Net sales of footwear decreased $19.2 million, or 8%, to $213.8 million for the nine months ended September 30, 2012 from $233.0
million for the comparable period in 2011. The decrease in footwear net sales was led by the Sorel brand, followed by the Columbia brand.
The net sales decrease was concentrated in the EMEA region, followed by Canada, partially offset by net sales increases in the LAAP
region and the United States. The net sales decrease in footwear in the EMEA region was led by our EMEA direct business, followed by
our EMEA distributor business.
Sales by Brand
Net sales by brand are summarized in the following table:
Nine Months Ended September 30,
2012

2011

% Change

(In millions, except for percentage changes)

Columbia
Mountain Hardwear
Sorel
Other

$

$

990.6
98.8
70.5
8.6
1,168.5

$

$

975.0
99.1
86.0
7.8
1,167.9

2%
*
(18)%
10%
*

* less than 1%
The net sales increase for the nine months ended September 30, 2012 compared to the nine months ended September 30, 2011 was
primarily concentrated in the Columbia brand, largely offset by a net sales decrease in the Sorel brand. The Columbia brand net sales
increase was led by the LAAP region, followed by the United States, partially offset by net sales decreases in the EMEA region and
Canada. The decrease in Sorel brand net sales was led by the EMEA region, followed by Canada and the United States, partially offset by a
net sales increase in the LAAP region.
Gross Profit: Gross profit, as a percentage of net sales, decreased to 43.6% for the nine months ended September 30, 2012 from
43.8% for the comparable period in 2011. Gross profit contraction was primarily due to:
• A higher volume of promotional activity to liquidate excess inventory;
and
• A higher proportion of shipments to distributors, which carry lower gross
margins;
partially offset by:
• Favorable foreign currency hedge rates
and;
• Lower
airfreight
costs.
Selling, General and Administrative Expense : SG&A expense increased $1.9 million to $437.9 million, or 37.4% of net sales, for
the nine months ended September 30, 2012, from $436.0 million, or 37.3% of net sales, for the comparable period in 2011. The SG&A
expense increase was primarily due to:
• Increased personnel costs and professional fees related to our ongoing ERP
implementation;
• Restructuring
charges;
and
• Expansion of our direct-to-consumer operations
globally;
partially offset by:
• Cost containment measures;
and
• Favorable foreign currency exchange
rates.
Depreciation and amortization included in SG&A expense totaled $30.0 million for the nine months ended September 30, 2012,
compared to $31.6 million for the same period in 2011.
Net Licensing Income: Net licensing income increased $0.4 million to $10.8 million for the nine months ended September 30, 2012
from $10.4 million for the same period in 2011, primarily due to increased apparel and footwear licensing income in the
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LAAP region, where a third party distributor is licensed to locally manufacture Columbia brand apparel and footwear for sale in local
markets.
Interest Income, Net: Net interest income was $0.4 million for the nine months ended September 30, 2012, compared to $1.2 million
for the same period in 2011. Interest income decreased due to lower average yields on cash equivalents and short-term investments and
lower average balances compared to the same period in 2011. Interest expense was nominal for the nine months ended September 30, 2012
and for the comparable period in 2011.
Income Tax Expense: Income tax expense increased to $22.5 million for the nine months ended September 30, 2012 from $20.4
million for the comparable period in 2011. Our effective income tax rate was 27.1% for the nine months ended September 30, 2012
compared to 23.4% for the same period in 2011. Our effective income tax rate increased primarily due to a change in the geographic mix of
earnings and the effect of certain foreign tax credits recognized in 2011 that are not expected to recur in 2012.
Net Income: Net income decreased to $60.4 million for the nine months ended September 30, 2012, including restructuring charges
of approximately $2.8 million, net of tax, from $66.8 million for the comparable period in 2011. Diluted earnings per share was $1.77 for
the nine months ended September 30, 2012, including restructuring charges of $0.08 net of tax, compared to diluted earnings per share of
$1.95 for the nine months ended September 30, 2011.
Liquidity and Capital Resources
Our primary ongoing funding requirements are for working capital, investing activities associated with our ongoing ERP
implementation and the expansion of our global operations and general corporate needs. At September 30, 2012, we had total cash and cash
equivalents of $94.2 million, compared to $241.0 million at December 31, 2011 and $87.9 million at September 30, 2011. In addition, we
had short-term investments of $2.1 million at September 30, 2012, compared to $2.9 million at December 31, 2011 and $2.4 million at
September 30, 2011. At September 30, 2012, approximately 43% of our cash and short-term investments were held by some of our foreign
subsidiaries where a repatriation of those funds to the United States would likely result in a significant tax expense for us. However, based
on the capital and liquidity needs of our foreign operations, as well as the status of current tax law, it is our intent to indefinitely
reinvest these funds outside the United States. In addition, our United States operations do not require the repatriation of these funds to
meet our currently projected liquidity needs.
Net cash used in operating activities was $110.6 million for the nine months ended September 30, 2012, compared to $142.0 million
for the same period in 2011. The decrease in cash used in operating activities was primarily due to the combined effect of an increase in
accounts receivable collections and decreases in payments for inventory, prepaid expenses and other current assets and income taxes,
partially offset by an increase in payments for accounts payable.
Net cash used in investing activities was $31.5 million for the nine months ended September 30, 2012, compared to net cash provided
by investing activities of $26.3 million for the comparable period in 2011. For the 2012 period, net cash used in investing activities
primarily consisted $32.4 million for capital expenditures, offset by $0.9 million from net sales of short-term investments. For the 2011
period, net cash provided by investing activities primarily consisted of $66.3 million from net sales of short-term investments, partially
offset by $40.2 million for capital expenditures.
Net cash used in financing activities was $3.4 million for the nine months ended September 30, 2012, compared to $28.9 million for
the comparable period in 2011. For the 2012 period, net cash used in financing activities primarily consisted of dividend payments of $22.3
million, partially offset by net proceeds from credit facilities of $10.2 million and net proceeds from stock plan activity of $8.3 million. For
the 2011 period, net cash used in financing activities primarily consisted of dividend payments of $21.7 million and the repurchase of
common stock at the aggregate price of $16.4 million, partially offset by net proceeds from stock plan activity of $7.4 million.
We have an unsecured, committed $125.0 million revolving line of credit available to fund our domestic working capital
requirements. At September 30, 2012, no balance was outstanding under this line of credit and we were in compliance with all associated
covenants. Internationally, our subsidiaries have local currency operating lines in place guaranteed by the parent company with a combined
limit of approximately $105.1 million at September 30, 2012, of which $3.2 million is designated as a European customs guarantee. At
September 30, 2012, $10.2 million was outstanding under these subsidiary lines of credit.
We expect to fund our future capital expenditures with existing cash, operating cash flows and credit facilities. If the need arises, we
may need to seek additional funding. Our ability to obtain additional financing will depend on many factors, including prevailing market
conditions, our financial condition, and our ability to negotiate favorable terms and conditions. Financing may not be available on terms
that are acceptable or favorable to us, if at all.
Our operations are affected by seasonal trends typical in the outdoor apparel industry and have historically resulted in higher sales
and profits in the third and fourth calendar quarters. This pattern has resulted primarily from the timing of shipments of fall season products
to wholesale customers and proportionally higher sales from our direct-to-consumer operations in the fourth
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quarter, combined with an expense base that is more consistent throughout the year. We believe that our liquidity requirements for at least
the next 12 months will be adequately covered by existing cash, cash provided by operations and existing short-term borrowing
arrangements.
Off-Balance Sheet Arrangements
We have arrangements in place to facilitate the import and purchase of inventory through import letters of credit. We maintain
unsecured and uncommitted import lines of credit with a combined limit of $5.0 million at September 30, 2012, available for issuing
documentary letters of credit. At September 30, 2012, no balance was outstanding under these letters of credit.
Critical Accounting Policies and Estimates
Management’s discussion and analysis of our financial condition and results of operations are based on our consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of
these financial statements requires us to make various estimates and judgments that affect reported amounts of assets, liabilities, sales, cost
of sales and expenses and related disclosure of contingent assets and liabilities. We believe that the estimates, assumptions and judgments
involved in the accounting policies referred to in our Annual Report on Form 10-K for the year ended December 31, 2011 have the greatest
potential impact on our financial statements, so we consider these to be our critical accounting policies and estimates. Because of the
uncertainty inherent in these matters, actual results could differ from the estimates we use in applying the critical accounting policies. We
base our ongoing estimates on historical experience and other various assumptions that we believe to be reasonable in the circumstances.
Many of these critical accounting policies affect working capital account balances, including the policy for revenue recognition, the
allowance for doubtful accounts, the provision for potential excess, close-out and slow moving inventory, product warranty, income taxes
and stock-based compensation.
Management regularly discusses with our audit committee each of our critical accounting estimates, the development and selection of
these accounting estimates, and the disclosure about each estimate in Management’s Discussion and Analysis of Financial Condition and
Results of Operations. These discussions typically occur at our quarterly audit committee meetings and include the basis and methodology
used in developing and selecting these estimates, the trends in and amounts of these estimates, specific matters affecting the amount of and
changes in these estimates, and any other relevant matters related to these estimates, including significant issues concerning accounting
principles and financial statement presentation.
There have been no significant changes to our critical accounting policies as described in our Annual Report on Form 10-K for the
year ended December 31, 2011.
Recent Accounting Pronouncements
See “Recent Accounting Pronouncements” in Note 2 to the notes to the condensed consolidated financial statements.
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Item 3 – QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
There has not been any material change in the market risk disclosure contained in our Annual Report on Form 10-K for the year
ended December 31, 2011.
Item 4 – CONTROLS AND PROCEDURES
Disclosure Controls and Procedures
We have evaluated, under the supervision and with the participation of management, including our chief executive officer and chief
financial officer, the effectiveness of our disclosure controls and procedures as of the end of the period covered by this report pursuant to
Rule 13a-15(b) under the Securities Exchange Act of 1934 (the “Exchange Act”). Based on that evaluation, our chief executive officer and
chief financial officer have concluded that, as of the end of the period covered by this report, our disclosure controls and procedures were
effective in ensuring that information required to be disclosed in our Exchange Act reports is (1) recorded, processed, summarized and
reported in a timely manner, and (2) accumulated and communicated to our management, including our chief executive officer and chief
financial officer, as appropriate to allow timely decisions regarding required disclosure.
Changes in Internal Control over Financial Reporting
We are implementing an enterprise resource planning ("ERP") system on a worldwide basis, which is expected to impact our business
and financial transaction processes. The implementation is expected to occur in phases globally over the next several years, and began with
a roll-out to our Canadian subsidiary in April 2012. The implementation of a worldwide ERP system will affect the processes that constitute
our internal control over financial reporting and will require testing for effectiveness as the implementation progresses.
There were no other changes in internal controls over financial reporting that occurred during the quarter ended September 30, 2012
that have materially affected, or are reasonably likely to materially affect, our internal controls over financial reporting.
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PART II. OTHER INFORMATION
Item 1.

LEGAL PROCEEDINGS

We are involved in litigation and various legal matters arising in the normal course of business, including matters related to
employment, retail, intellectual property and various regulatory compliance activities. We have considered facts related to legal and
regulatory matters and opinions of counsel handling these matters, and do not believe the ultimate resolution of these proceedings will have
a material adverse effect on our financial position, results of operations or cash flows.
Item 1A.

RISK FACTORS

In addition to the other information contained in this Form 10-Q, the following risk factors should be considered carefully in
evaluating our business. Our business, financial condition, results of operations or cash flows may be materially adversely affected by any
of these risks. Please note that additional risks not presently known to us or that we currently deem immaterial may also impair our
business and operations. The following risk factors include changes to and supersede the description of the risk factors associated with our
business previously disclosed in Part I, Item 1A of our Annual Report on Form 10-K for the fiscal year ended December 31, 2011.
Our Success Depends on Our Business Strategies
Our business strategies are to achieve sustainable, profitable growth by creating innovative products, focusing on product design,
utilizing innovations to differentiate our brand from competitors, ensuring that our products are sold through brand enhancing distribution
partners around the world, increasing the impact and amount of consumer communications to drive demand for our brands and sell-through
of our products, making sure our products are merchandised and displayed in the best way possible in every retail environment and
continuing to build a world class direct-to-consumer business. We intend to pursue these strategies across our portfolio of brands, product
categories and geographic markets. We face many challenges in implementing our business strategies. For example, our focus on
innovation depends on our ongoing ability to identify, develop or secure rights to product improvements or developments through internal
research, joint developments, acquisitions or licenses. Once obtained, these innovations and developments may not be profitable or have
the desired effect of increasing demand for our products. The failure to implement our business strategies successfully could have a
material adverse effect on our financial condition, results of operations or cash flows.
To implement our business strategies, we must continue to modify and fund various aspects of our business, to maintain and enhance
our information systems and supply chain operations to respond to changes in demand, and to attract, retain and manage qualified
personnel. Changes in our business, including efforts to contain costs, may place an increasing strain on management, financial, product
design, marketing, distribution, supply chain and other resources, and we may have operating difficulties as a result. For example, in
support of our strategic initiatives, we are making significant investments in our business processes and information technology
infrastructure that require significant management attention and corporate resources. In addition, we may need to adapt our information
technology systems and business processes to integrate business acquisitions. These business initiatives involve many risks and
uncertainties that, if not managed effectively, may have a material adverse effect on our financial condition, results of operations or cash
flows.
Our business strategies and related increased expenditures could also cause our operating margin to decline if we are unable to offset
our increased spending with increased sales or gross margins, or comparable reductions in other operating costs. If our sales or gross
margins decline or fail to grow as planned and we fail to sufficiently leverage our operating expenses, our profitability will decline. This
could result in a decision to delay, reduce, modify or terminate our strategic business initiatives, which could have a material adverse effect
on our financial condition, results of operations or cash flows.
Initiatives to Upgrade Our Information Technology Infrastructure Involve Many Risks Which Could Result In, Among Other
Things, Business Interruptions and Higher Costs
We regularly implement business process improvement initiatives to optimize our performance. Our current business process
initiatives include plans to improve business results through standardization of business processes and technology that support our supply
chain and go-to-market strategies through implementation of an integrated ERP software solution over the next few years. We may
experience difficulties as we transition to these new or upgraded systems and processes, including loss of data, decreases in productivity as
our personnel become familiar with new systems and lost revenues. In addition, transitioning to these new or upgraded systems requires
significant capital investments and personnel resources. Difficulties in implementing new or upgraded information systems or significant
system failures could disrupt our operations and have a material adverse effect on our capital resources, financial condition, results of
operations or cash flows.
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We expect implementation of this new information technology infrastructure to have a pervasive impact on our business processes
and information systems across a significant portion of our operations, including our finance operations. As a result, we will experience
significant changes in our operational processes and internal controls as our implementation progresses. If we are unable to successfully
implement this system, including harmonizing our systems, data and processes, our ability to conduct routine business functions could be
negatively impacted and significant disruptions to our business could occur. In addition, we could incur material unanticipated expenses,
including additional costs of implementation or costs of conducting business. These risks could result in significant business disruptions
and have a material adverse effect on our capital resources, financial condition, results of operations, or cash flows.
We Rely on Our Highly Customized Information Management Systems
Our business is increasingly reliant on information technology. Information systems are used across our supply chain and retail
operations, from design to distribution and sales, and are used as a method of communication among employees, with our subsidiaries and
liaison offices overseas and with our customers and retail stores. We also rely on our information systems to allocate resources, manage
product data, develop demand and supply plans, forecast and report operating results and meet the other regulatory requirements related to
product manufacturing. System failures, breaches of confidential information or service interruptions may occur as the result of a number
of factors, including computer viruses, programming errors, hacking or other unlawful activities by third parties and disasters, or our failure
to properly maintain systems redundancy or to protect, repair, maintain or upgrade our systems. Any breach or interruption of critical
business information systems could have a material adverse effect on our financial condition, results of operations or cash flows.
Our legacy ERP system, on which we currently manage a substantial majority of our business, is highly customized. As a result, the
availability of internal and external resources with the expertise to maintain this ERP system is limited. Our legacy ERP system may inhibit
our ability to operate efficiently, which could have an adverse effect on our financial condition, results of operations or cash flows. For
example, our legacy ERP system may not be compatible with other systems that support desired functionality for our operations. As we
transition from our legacy ERP system to upgrade to a new ERP system, certain functionality and information from our legacy ERP system
may not be fully compatible with the new ERP system. As a result, temporary processes may be required, including manual operations,
which could significantly increase the risk of human errors in information used by the business and/or result in business disruptions, which
could have a material adverse effect on our capital resources, financial condition, results of operations or cash flows.
We Depend on Independent Factories
Our products are manufactured by independent factories worldwide. We do not own or operate any manufacturing facilities. Although
we enter into purchase order commitments with these independent factories each season, we generally do not maintain long-term
manufacturing commitments with them. Without long-term or reserve commitments, in a capacity-constrained environment, there is no
assurance that we will be able to secure adequate or timely production capacity or favorable pricing if growth or product demand differs
from our forecasts. Independent factories may fail to perform as expected or our competitors may obtain production capacities that
effectively limit or eliminate the availability of these resources to us. If an independent manufacturer fails to ship orders in a timely manner
or to meet our standards or if we are unable to obtain necessary capacities, we may miss delivery deadlines or incur additional costs, which
may result in cancellation of orders, refusal to accept deliveries, a reduction in purchase prices or increased costs, any of which could have
a material adverse effect on our financial condition, results of operations or cash flows.
Reliance on independent factories also creates quality control risks. Independent factories may need to use sub-contracted
manufacturers to fulfill demand and these manufacturers may have less experience producing our products or possess lower overall
capabilities, which could result in compromised quality of our products. A failure in our quality control program may result in diminished
product quality, which in turn could result in increased order cancellations and returns, decreased consumer demand for our products, or
product recalls (or other regulatory actions), any of which could have a material adverse effect on our financial condition, results of
operations or cash flows.
We also have license agreements that permit unaffiliated parties to manufacture or contract to manufacture products using our
trademarks. We impose Standards of Manufacturing Practices on our independent factories and licensees for the benefit of workers and
require compliance with our restricted substances list and product safety and other applicable environmental, health and safety laws. We
also require our independent factories and licensees to impose these practices, standards and laws on their contractors. However, if an
independent manufacturer or licensee violates labor or other laws, or engages in practices that are not generally accepted as ethical in our
key markets, we may be subject to production disruptions or significant negative publicity that could result in long-term damage to our
brands, and in some circumstances parties may attempt to assert that we are liable for the independent manufacturer’s or licensee’s
practices, which could have a material adverse effect on our financial condition, results of operations or cash flows.
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We May be Adversely Affected by Volatility in Global Production and Transportation Costs and Capacity
Our product costs are subject to substantial fluctuation based on:
• Availability and quality of raw
materials;
• The prices of oil, cotton and other raw materials whose prices are determined by global commodity markets and can be very
volatile;
• Changes in labor markets and wage rates paid by our independent factory partners, which are often mandated by governments in
the countries where our products are manufactured, particularly in China and Vietnam;
• Interest rates and currency exchange
rates;
• Availability of skilled labor and production capacity at independent factories;
and
• General
economic
conditions.
Prolonged periods of inflationary pressure on some or all input costs will result in increased costs to produce our products that may
result in reduced gross profit or necessitate price increases for our products that could adversely affect consumer demand for our products.
In addition, since the majority of our products are manufactured outside of our principal sales markets, our products must be
transported by third parties over large geographical distances. Shortages in ocean freight capacity, airfreight capacity and volatile fuel costs
can result in rapidly changing transportation costs. For example, during 2010, shortages of sourcing and transportation capacity, combined
with later-than-optimal production of advance orders, caused us to rely more heavily on airfreight to achieve timely delivery to our
customers, resulting in significantly higher freight costs. Because we price our products in advance and the external cost changes may be
difficult to predict, we may not be able to pass all or any portion of these higher costs on to our customers or adjust our pricing structure in
a timely manner in order to remain competitive, either of which could have a material adverse effect on our financial condition, results of
operations or cash flows.
We May be Adversely Affected by Volatile Economic Conditions
We are a consumer products company and are highly dependent on consumer discretionary spending patterns and the purchasing
patterns of our wholesale customers as they attempt to match their seasonal purchase volumes to volatile consumer demand. In addition, as
we have expanded our direct-to-consumer operations, we have increased our exposure to the risks associated with volatile and
unpredictable consumer discretionary spending patterns. Consumer discretionary spending behavior is inherently unpredictable and
consumer demand for our products may not reach our sales targets, or may decline, especially during periods of heightened economic
uncertainty in our key markets, particularly markets in North America and the EMEA region. Our sensitivity to economic cycles and any
related fluctuation in consumer demand may have a material adverse effect on our financial condition, results of operations or cash flows.
Our Results of Operations Could be Materially Harmed If We Are Unable to Accurately Match Supply Forecast with Consumer
Demand for Our Products
Many factors may significantly affect demand for our products, including, among other things, economic conditions, fashion trends,
financial condition of our distributors and wholesale customers, consumer and customer preferences and weather, making it difficult to
accurately forecast demand for our products and our future results of operations. To minimize our purchasing costs, the time necessary to
fill customer orders and the risk of non-delivery, we place a significant amount of orders for our products with independent factories prior
to receiving orders from our customers, and we maintain an inventory of various products that we anticipate will be in greatest demand. In
addition, customers are generally allowed to cancel orders prior to shipment with sufficient notice.
Factors that could affect our ability to accurately forecast demand for our products include:
• Consumer acceptance of our products or changes in consumer demand for products of our
competitors;
• Unseasonable
weather
conditions;
• Our reliance, for certain demand and supply planning functions, on manual processes and judgment that are subject to human
error;
• Unanticipated changes in general market conditions or other factors, which may result in cancellations of orders or a reduction
or increase in the rate of reorders placed by retailers; and
• Weak economic conditions or consumer confidence, which could reduce demand for discretionary items such as our
products.
In some cases, we may produce quantities of product that exceed actual demand, which could result in higher inventory levels that
need to be liquidated at discount prices. During periods of weak economic conditions we may experience a significant increase in the
volume of order cancellations by our customers, including cancellations resulting from the bankruptcy, liquidation or contraction of certain
customers’ operations. We may not be able to sell all of the products we have ordered from independent
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factories or that we have in our inventory. Inventory levels in excess of customer demand may result in inventory write-downs and the sale
of excess inventory at discounted prices through our owned outlet stores or third-party liquidation channels, which could have a material
adverse effect on our brand image, financial condition, results of operations or cash flows.
Conversely, if we underestimate demand for our products or if our independent factories are unable to supply products when we need
them, we may experience inventory shortages. Inventory shortages may prevent us from fulfilling customer orders, delay shipments to
customers, negatively affect customer relationships, result in increased costs to expedite production and delivery, and diminish our ability to
build brand loyalty. Shipments delayed due to limited factory capacity or other factors could result in order cancellations by our customers,
which could have a material adverse effect on our financial condition, results of operations or cash flows.
We May be Adversely Affected by Weather Conditions
Our business is adversely affected by unseasonable weather conditions. A significant portion of the sales of our products is dependent
in part on the weather and likely to decline in years in which weather conditions do not stimulate demand for these products. Periods of
unseasonably warm weather in the fall or winter or unseasonably cold or wet weather in the spring and summer may have a material
adverse effect on our financial condition, results of operations or cash flows. Unintended inventory accumulation by our wholesale
customers resulting from unseasonable weather in one season generally negatively affects orders in future seasons, which may have a
material adverse effect on our financial condition, results of operations or cash flows.
We May Not Succeed in Realizing the Anticipated Benefits of Our New Joint Venture in China
In August 2012 we entered into an agreement with Swire Resources Limited to establish a joint venture for purposes of supporting the
development of our business in China. The joint venture, in which we will hold a 60% interest, will be established upon satisfaction of
specified conditions, including receipt of certain governmental approvals from China. These approvals are anticipated to be received prior
to January 1, 2014; however, we do not assure you that these government approvals will be obtained as anticipated or at all, and if they are
not, we may be forced to abandon the joint venture. Even if we are able to establish it, achieving the anticipated benefits of the joint
venture is subject to a number of risks and uncertainties, including the following:
• Our ability to operate the joint venture will be dependent upon, among other things, our ability to attract and retain personnel
with the skills, knowledge and experience necessary to carry out the operations of the joint venture. We anticipate that
approximately 650 to 700 employees currently working with or for Swire Shanghai will become employees of, or provide
services to, the joint venture. Our ability to effectively operate the joint venture will depend upon our ability to manage the
employees of the joint venture, and to attract new employees as necessary to supplement the skills, knowledge and expertise of
the existing management team and other key personnel. We face intense competition for these individuals worldwide, including
in China. We may not be able to attract qualified new employees or retain existing employees to operate the joint venture.
Additionally, turnover in key management positions in China could impair our ability to execute our growth strategy, which
may negatively affect the value of our investment in the joint venture and the growth of our sales in China.
• We will be relying on the operational skill of our joint venture partner. Additionally, because our joint venture partner has
voting rights with respect to major business decisions of the joint venture, we may experience difficulty reaching agreement as
to implementation of certain changes to the joint venture’s business. For these reasons, or as a result of other factors, we may
not realize the anticipated benefits of the joint venture, and our participation in the joint venture could adversely affect the
results of our operations on a consolidated basis.
• Continued sales growth in China is an important part of our expectations for our joint venture business. Although China has
experienced significant economic growth in recent years, that growth is slowing. Slowing economic growth in China could
result in reduced consumer discretionary spending, which in turn could result in less demand for our products, and thus
negatively affect the value of our investment in the joint venture and the growth of our sales in China.
• Although we believe we have achieved a leading market position in China, many of our competitors who are significantly larger
than we are and have substantially greater financial, distribution, marketing and other resources, more stable manufacturing
resources and greater brand strength than we have are also concentrating on growing their businesses in China. Increased
investment by our competitors in this market could decrease our market share and competitive position in China.
Our International Operations Involve Many Risks
We are subject to risks generally associated with doing business internationally. These risks include the effects of foreign laws and
regulations, changes in consumer preferences, foreign currency fluctuations, managing a diverse and widespread workforce, political
unrest, terrorist acts, military operations, disruptions or delays in shipments, disease outbreaks, natural disasters and changes in economic
conditions in countries in which we manufacture or sell products. For example, unseasonably warm
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2011/2012 winter weather and a challenging macroeconomic environment in our EMEA region created headwinds against our ongoing
efforts to revitalize the Columbia brand in key European markets, where we have significant infrastructure investments. These factors,
among others, may affect our ability to sell products in international markets, our ability to manufacture products or procure materials, and
our cost of doing business. If any of these or other factors make the conduct of business in a particular country undesirable or impractical,
our business may be materially and adversely affected. As we expand our operations in geographic scope and product categories, we
anticipate intellectual property disputes will increase, making it more expensive and challenging to establish and protect our intellectual
property rights and to defend against claims of infringement by others.
In addition, many of our imported products are subject to duties, tariffs or other import limitations that affect the cost and quantity of
various types of goods imported into the United States and other markets. Any country in which our products are produced or sold may
eliminate, adjust or impose new import limitations, duties, anti-dumping penalties or other charges or restrictions, any of which could have
a material adverse effect on our financial condition, results of operations or cash flows.
We May Have Additional Tax Liabilities
As a global company, we determine our income tax liability in various competing tax jurisdictions based on an analysis and
interpretation of local tax laws and regulations. This analysis requires a significant amount of judgment and estimation and is often based
on various assumptions about the future actions of the local tax authorities. These determinations are the subject of periodic domestic and
foreign tax audits. Although we accrue for uncertain tax positions, our accrual may be insufficient to satisfy unfavorable findings.
Unfavorable audit findings and tax rulings may result in payment of taxes, fines and penalties for prior periods and higher tax rates in future
periods, which may have a material adverse effect on our financial condition, results of operations or cash flows. Changes in tax law or our
interpretation of tax laws and the resolution of current and future tax audits could significantly affect the amounts provided for income
taxes in our consolidated financial statements.
We earn a significant amount of our operating income from outside the U.S., and any repatriation of funds currently held in foreign
jurisdictions may result in higher effective tax rates for the company. If we encounter a significant need for liquidity domestically or at a
particular location that we cannot fulfill through borrowings, equity offerings or other internal or external sources, we may experience
unfavorable tax and earnings consequences as a result of cash transfers. These adverse consequences would occur, for example, if the
transfer of cash into the United States is taxed and no offsetting foreign tax credit is available to offset the U.S. tax liability, resulting in
lower earnings. Furthermore, foreign exchange ceilings imposed by local governments and the sometimes lengthy approval processes that
foreign governments require for international cash transfers may delay or otherwise limit our internal cash transfers from time to time.
We Operate in Very Competitive Markets
The markets for apparel, footwear, accessories and equipment are highly competitive, as are the markets for our licensed products. In
each of our geographic markets, we face significant competition from global and regional branded apparel, footwear, accessories and
equipment companies.
Retailers who are our customers often pose our most significant competitive threat by marketing apparel, footwear and equipment
under their own private labels. For example, in the United States, several of our largest customers have developed significant private label
brands during the past decade that compete directly with our products. These retailers have assumed an increasing degree of inventory risk
in their private label products and, as a result, may first cancel advance orders with us in order to manage their own inventory levels
downward during weak economic cycles.
We also compete with other companies for the production capacity of independent factories that manufacture our products and for
import capacity. Many of our competitors are significantly larger than we are and have substantially greater financial, distribution,
marketing and other resources, more stable manufacturing resources and greater brand strength than we have. In addition, when our
competitors combine operations through mergers, acquisitions or other transactions, their competitive strength may increase.
Increased competition may result in reduced access to production capacity, reductions in display areas in retail locations, reductions
in sales, or reductions in our profit margins, any of which may have a material adverse effect on our financial condition, results of
operations or cash flows.
We May be Adversely Affected by the Financial Health of our Customers
Sluggish economies and consumer uncertainty regarding future economic prospects in our key markets have had an adverse effect on
the financial health of our customers, some of whom have filed or may file for protection under bankruptcy laws, which may in turn have a
material adverse effect on our results of operations and financial condition. We extend credit to our customers based on an assessment of
the customer’s financial condition, generally without requiring collateral. To assist in the scheduling
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of production and the shipping of seasonal products, we offer customers discounts for placing advance orders and extended payment terms
for taking delivery before the peak shipping season. These extended payment terms increase our exposure to the risk of uncollectible
receivables. In addition, we face increased risk of order reduction or cancellation or reduced availability of credit insurance coverage when
dealing with financially ailing retailers or retailers struggling with economic uncertainty. Some of our significant wholesale customers and
distributors have liquidated or reorganized, while others have had financial difficulties in the past and have recently experienced tightened
credit markets and sales declines and reduced profitability, which in turn has an adverse effect on our business. We may reduce our level of
business with customers and distributors experiencing financial difficulties and may not be able to replace that business with other
customers, which could have a material adverse effect on our financial condition, results of operations or cash flows.
We May be Adversely Affected by Global Credit Market Conditions
Economic downturns and economic uncertainty generally affect global credit markets. Our vendors, customers and other participants
in our supply chain may require access to credit markets in order to do business. Credit market conditions may slow our collection efforts as
customers find it more difficult to obtain necessary financing, leading to higher than normal accounts receivable. This could result in
greater expense associated with collection efforts and increased bad debt expense. Credit conditions may impair our vendors’ ability to
finance the purchase of raw materials or general working capital needs to support our production requirements, resulting in a delay or nonreceipt of inventory shipments during key seasons.
Historically we have limited our reliance on debt to finance our working capital, capital expenditures and investing activity
requirements. We expect to fund our future capital expenditures with existing cash, expected operating cash flows and credit facilities, but if
the need arises to finance additional expenditures, we may need to seek additional funding. Our ability to obtain additional financing will
depend on many factors, including prevailing market conditions, our financial condition, and our ability to negotiate favorable terms and
conditions. Financing may not be available on terms that are acceptable or favorable to us, if at all.
We May be Adversely Affected by Retailer Consolidation
When our wholesale customers combine their operations through mergers, acquisitions, or other transactions, their consolidated order
volume may decrease while their bargaining power and the competitive threat they pose by marketing products under their own private
labels may increase. Some of our significant customers have consolidated their operations in the past, which in turn has had a negative
effect on our business. Future customer consolidations could have a material adverse effect on our financial condition, results of operations
or cash flows.
We Rely on Technical Innovation and Functional Design to Compete in the Market for our Products
Technical innovation and functional design is essential to distinguish our products in the marketplace and achieve commercial
success. Research and development plays a key role in technical innovation. We rely upon specialists in the fields of chemistry,
biochemistry, engineering, industrial design, electronics and related fields, guided by consumer feedback, to develop and test innovative
performance products. Although we are committed to designing innovative and functional products that deliver relevant performance
benefits to consumers who participate in a wide range of competitive and recreational outdoor activities, if we fail to introduce technical
innovation in our products that address consumers’ performance expectations, demand for our products could decline.
As we strive to achieve technical innovations, we face a greater risk of inadvertent infringements of third party rights or compliance
issues with regulations applicable to products with technical innovations such as electrical components. In addition, technical innovations
often involve more complex manufacturing processes. More complex manufacturing processes may lead to higher instances of quality
issues, and if we experience problems with the quality of our products, we may incur substantial expense to remedy the problems. Failure
to successfully bring to market technical innovations in our product lines could have a material adverse effect on our financial condition,
results of operations or cash flows.
We Face Risks Associated with Consumer Preferences and Fashion Trends
Changes in consumer preferences or consumer interest in outdoor activities may have a material adverse effect on our business. In
addition, changes in fashion trends may have a greater impact than in the past as we expand our offerings to include more product
categories in more geographic areas, particularly with the Sorel brand, a product generally more sensitive to fashion trends. We also face
risks because our business requires us and our customers to anticipate consumer preferences. Our decisions about product designs often are
made far in advance of consumer acceptance. Although we try to manage our inventory risk by soliciting advance order commitments by
retailers, we must generally place a significant portion of our seasonal production orders with our independent factories before we have
received all of a season’s advance orders from customers, and orders may be cancelled by customers before shipment. If we or our
customers fail to anticipate and respond to consumer preferences, we may
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have lower sales, excess inventories and lower profit margins, any of which could have a material adverse effect on our financial condition,
results of operations or cash flows.
Our Success Depends on Our Use and Protection of Intellectual Property Rights
Our registered and common law trademarks and our patented or patent-pending designs and technologies have significant value and
are important to our ability to differentiate our products from those of our competitors’ and to create and sustain demand for our products.
We also place significant value on our trade dress, the overall appearance and image of our products. From time to time, we discover
products that are counterfeit reproductions of our products or that otherwise infringe on our proprietary rights. Counterfeiting activities
typically increase as brand recognition increases, especially in markets outside the United States. Increased instances of counterfeit
manufacture and sales may adversely affect our sales and our brand and result in a shift of consumer preference away from our products.
The actions we take to establish and protect trademarks and other proprietary rights may not be adequate to prevent imitation of our
products by others or to prevent others from seeking to block sales of our products as violations of proprietary rights. In markets outside of
the United States, it may be more difficult for us to establish our proprietary rights and to successfully challenge use of those rights by
other parties. We also license our proprietary rights to third parties. Failure to choose appropriate licensees and licensed product categories
may dilute or harm our brand image. In addition to our own intellectual property rights, many of the intellectual property rights in the
technology, fabrics and processes used to manufacture our products are generally owned or controlled by our suppliers and are generally
not unique to us. In those cases, we may not be able to adequately protect our products or differentiate their performance characteristics and
fabrications from those of our competitors. Actions or decisions in the management of our intellectual property portfolio may affect the
strength of our brands, which may in turn have a material adverse effect on our financial condition, results of operations or cash flows.
Although we have not been materially inhibited from selling products in connection with patent, trademark and trade dress disputes,
as we focus on innovation in our product lines, extend our brands into new product categories and expand the geographic scope of our
marketing, we may become subject to litigation based on allegations of infringement of intellectual property rights of third parties,
including third party trademark, copyright and patent rights. An increasing number of our products include technologies and/or designs for
which we have obtained or applied for patent protection. Failure to successfully obtain and maintain patents on these innovations could
negatively affect our ability to market and sell our products. Future litigation also may be necessary to defend against claims of
infringement or to enforce and protect our intellectual property rights. As we utilize e-commerce and social media to a greater degree in our
sales and marketing efforts, we face an increasing risk of patent infringement claims from non-practicing entities and others covering broad
functional aspects of internet operations. Intellectual property litigation may be costly and may divert management’s attention from the
operation of our business. Adverse determinations in any litigation may result in the loss of our proprietary rights, subject us to significant
liabilities or require us to seek licenses from third parties, which may not be available on commercially reasonable terms, if at all. Any of
these outcomes may have a material adverse effect on our financial condition, results of operations or cash flows.
Our Success Depends on Our Distribution Facilities
Our ability to meet customer expectations, manage inventory, complete sales and achieve objectives for operating efficiencies
depends on the proper operation of our existing distribution facilities, the development or expansion of additional distribution capabilities
and the timely performance of services by third parties, including those involved in shipping product to and from our distribution facilities.
In the United States, we rely primarily on our distribution centers in Portland, Oregon and Robards, Kentucky; in Canada, we have
primarily relied on our distribution facilities in Strathroy, Ontario, which are being transitioned to a facility in London, Ontario in 2013; in
Europe, we rely primarily on our distribution center in Cambrai, France; in Japan, we rely primarily on a third-party logistics distribution
provider in Tokyo; and in Korea, we rely primarily on leased distribution facilities near Seoul that we manage and operate.
Our distribution facilities in the United States and France are highly automated, which means that their operations are complicated
and may be subject to a number of risks related to computer viruses, the proper operation of software and hardware, electronic or power
interruptions, and other system failures. Risks associated with upgrading or expanding these facilities may significantly disrupt or increase
the cost of our operations. For example, in addition to supporting our traditional wholesale business, our existing distribution facilities have
been modified to enable them to also support our new e-commerce sales in the United States. Failure to successfully maintain and update
these modifications could disrupt our wholesale and e-commerce shipments and may have a material adverse effect on our financial
condition, results of operations or cash flows.
The fixed costs associated with owning, operating and maintaining these large, highly-automated distribution centers in the United
States and France during a period of economic weakness or declining sales could result in lower operating efficiencies and financial
deleverage. This fixed cost structure may make it difficult for us to maintain profitability if sales volumes decline for an extended period of
time and could have a material adverse effect on our financial condition, results of operations or cash flows.
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Our distribution facilities may also be interrupted by disasters, such as earthquakes, tornadoes or fires. We maintain business
interruption insurance, but it may not adequately protect us from the adverse effect that may be caused by significant disruptions in our
distribution facilities.
We May be Adversely Affected by Currency Exchange Rate Fluctuations
Although the majority of our product purchases are denominated in U.S. dollars, the cost of these products may be affected by the
relative changes in the value of the local currency of the manufacturer. Price increases caused by currency exchange rate fluctuations may
make our products less competitive or have an adverse effect on our margins. Our international revenues and expenses generally are
derived from sales and operations in currencies other than the U.S. dollar. Because the functional currency of many of our subsidiaries is
not the U.S. dollar, we are exposed to potentially material gains or losses from the remeasurement of U.S. dollar monetary transactions into
the respective functional currencies. Currency exchange rate fluctuations may also disrupt the business of the independent factories that
produce our products by making their purchases of raw materials more expensive and more difficult to finance. As a result, currency
fluctuations may have a material adverse effect on our financial condition, results of operations or cash flows.
Our Investments May be Adversely Affected by Market Conditions
Our investment portfolio is subject to a number of risks and uncertainties. Changes in market conditions, such as those that
accompany an economic downturn or economic uncertainty, may negatively affect the value and liquidity of our investment portfolio,
perhaps significantly. Our ability to find diversified investments that are both safe and liquid and that provide a reasonable return may be
impaired, potentially resulting in lower interest income, less diversification, longer investment maturities and/or other-than-temporary
impairments.
We May be Adversely Affected by Labor Disruptions
Our business depends on our ability to source and distribute products in a timely manner. While a majority of our own operations are
not subject to organized labor agreements, our relationship with our Cambrai distribution center employees is governed by French law,
including a formal representation of employees by a Works' Council and the application of a collective bargaining agreement. Labor
disputes at independent factories where our goods are produced, shipping ports, transportation carriers, retail stores or distribution centers
create significant risks for our business, particularly if these disputes result in work slowdowns, lockouts, strikes or other disruptions during
our peak manufacturing, shipping and selling seasons, and may have a material adverse effect on our business, potentially resulting in
cancelled orders by customers, unanticipated inventory accumulation, and reduced revenues and earnings.
We Depend on Key Suppliers
Some of the materials that we use may be available from only one source or a very limited number of sources. For example, some
specialty fabrics are manufactured to our specification by one source or a few sources, and a single vendor supplies substantially all of the
zippers used in our products. From time to time, we have difficulty satisfying our raw material and finished goods requirements. Although
we believe that we can identify and qualify additional independent factories to produce these materials as necessary, there are no
guarantees that additional independent factories will be available. In addition, depending on the timing, any changes in sources or materials
may result in increased costs or production delays, which may have a material adverse effect on our financial condition, results of
operations or cash flows.
We Depend on Key Personnel
Our future success will depend in part on the continued service of key personnel and our ability to attract, retain and develop key
managers, designers, sales and information technology professionals and others. We face intense competition for these individuals
worldwide, and there is a significant concentration of well-funded apparel and footwear competitors in and around our headquarters in
Portland, Oregon. We may not be able to attract qualified new employees or retain existing employees, which may have a material adverse
effect on our financial condition, results of operations or cash flows.
Our Business Is Affected by Seasonality
Our business is affected by the general seasonal trends common to the outdoor industry. Our products are marketed on a seasonal
basis and our annual net sales are weighted heavily toward the fall/winter season, while our operating expenses are more equally distributed
throughout the year. As a result, the majority, and sometimes all, of our operating profits are generated in the second half of the year. The
expansion of our direct-to-consumer operations and sales growth in our winter footwear business (both Sorel and Columbia brands) has
increased the proportion of sales and profits that we generate in the fourth calendar quarter. This seasonality, along with other factors that
are beyond our control and that are discussed elsewhere in this section, may adversely
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affect our business and cause our results of operations to fluctuate. As a result, our profitability may be materially affected if management is
not able to timely adjust expenses in reaction to adverse events such as unfavorable weather, weak consumer spending patterns or
unanticipated levels of order cancellations. Results of operations in any period should not be considered indicative of the results to be
expected for any future period.
Our Products Are Subject to Increasing Product Regulations and We Face Risks of Product Liability and Warranty Claims
Our products are subject to increasingly stringent and complex domestic and foreign product labeling and performance and safety
standards, laws and other regulations. These requirements could result in greater expense associated with compliance efforts, and failure to
comply with these regulations could result in a delay, non-delivery or mandated recall or destruction of inventory shipments during key
seasons or in other financial penalties. Significant or continuing noncompliance with these standards and laws could disrupt our business
and harm our reputation and, as a result, could have a material adverse effect on our financial condition, results of operations or cash flows.
Our products are used in outdoor activities, sometimes in severe conditions. Product recalls or product liability claims in the future,
resulting from the alleged failure of our products, could have a material adverse effect on our financial condition, results of operations or
cash flows. Some of our products carry warranties for defects in quality and workmanship. We maintain a warranty reserve for future
warranty claims, but the actual costs of servicing future warranty claims may exceed the reserve, which may also have a material adverse
effect on our financial condition, results of operations or cash flows.
Our Common Stock Price May Be Volatile
The price of our common stock has fluctuated substantially since our initial public offering. Our common stock is traded on the
NASDAQ Global Select Market. Factors such as general market conditions, fluctuations in financial results, variances from financial
market expectations, changes in earnings estimates or recommendations by analysts, or announcements by us or our competitors may cause
the market price of our common stock to fluctuate, perhaps substantially.
Insiders Control a Majority of Our Common Stock and May Sell Shares
Three related shareholders, Timothy Boyle, Gertrude Boyle and Sarah Bany, beneficially own a majority of our common stock. As a
result, if acting together, they can effectively control matters requiring shareholder approval without the cooperation of other shareholders.
Shares held by these three insiders are available for resale, subject to the requirements of, and the rules under, the Securities Act of 1933
and the Securities Exchange Act of 1934. The sale or the prospect of the sale of a substantial number of these shares may have an adverse
effect on the market price of our common stock.
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Item 2 – UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
The Board of Directors has authorized the repurchase of $500,000,000 of the Company’s common stock. As of September 30, 2012,
the Company had repurchased 9,593,278 shares under this program at an aggregate purchase price of approximately $441,443,000. Shares
of the Company’s common stock may be purchased in the open market or through privately negotiated transactions, subject to market
conditions. The repurchase program does not obligate the Company to acquire any specific number of shares or to acquire shares over any
specified period of time.
The Company did not repurchase any equity securities during the three months ended September 30, 2012.
Item 6 – EXHIBITS
(a) Exhibits
10.1 Subscription and Shareholders' Agreement, dated August 6, 2012, by and among CSMM Hong Kong Limited, SCCH
Limited, Columbia Sportswear Company and Swire Resources Limited*
31.1 Rule 13a-14(a) Certification of Timothy P. Boyle, President and Chief Executive Officer
31.2 Rule 13a-14(a) Certification of Thomas B. Cusick, Senior Vice President and Chief Financial Officer
32.1 Section 1350 Certification of Timothy P. Boyle, President and Chief Executive Officer
32.2 Section 1350 Certification of Thomas B. Cusick, Senior Vice President and Chief Financial Officer
101 INS XBRL Instance Document **
101 SCH XBRL Taxonomy Extension Schema Document **
101 CAL XBRL Taxonomy Extension Calculation Linkbase Document **
101 DEF XBRL Taxonomy Extension Definition Linkbase Document**
101 LAB XBRL Taxonomy Extension Label Linkbase Document **
101 PRE XBRL Taxonomy Extension Presentation Linkbase Document **
* Confidential treatment has been requested for certain portions omitted from this exhibit pursuant to Rule 24b2 under the Securities Exchange Act of 1934, as amended. Confidential portions of this exhibit have been
separately filed with the Securities and Exchange Commission.
** Pursuant to Rule 406T of Regulation S-T, these interactive data files are deemed not filed or part of a
registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as
amended, or Section 18 of the Securities and Exchange Act of 1934, as amended and otherwise are not
subject to liability under those sections.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.
COLUMBIA SPORTSWEAR COMPANY
/s/ THOMAS B. CUSICK
Thomas B. Cusick
Senior Vice President and Chief Financial Officer
(Duly Authorized Officer and Principal Financial and
Accounting Officer)

Date: November 7, 2012
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THIS AGREEMENT is made on 6 August 2012
BETWEEN:
(1)

CSMM HONG KONG LIMITED, a private company incorporated in Hong Kong under registered number 1565306
and whose registered office is at Level 28, Three Pacific Place, 1 Queen’s Road East, Hong Kong (“CS Hong Kong”);

(2)

SCCH LIMITED, a private company incorporated in Hong Kong under registered number 1754514 and whose
registered office is at 33/F, One Pacific Place, 88 Queensway, Hong Kong (“Swire”);

(3)

COLUMBIA SPORTSWEAR COMPANY, a public company incorporated in the State of Oregon, U.S.A. under
registered number 065993-10 and whose registered office is at 14375 NW Science Park Drive, Portland, Oregon 97229
on its own behalf and on behalf of its Affiliates (“CSC”); and

(4)

SWIRE RESOURCES LIMITED, a private company incorporated in Hong Kong under registered number 55908 and
whose registered office is at 33/F, One Pacific Place, 88 Queensway, Hong Kong (“Swire Resources”).

WHEREAS:
(A)

Swire Shanghai enjoyed a successful working relationship with CSC in growing the SRT Columbia Business since year
2005. Swire Shanghai will not be able to distribute the Columbia Branded Products after 31 December 2014, the date on
which the distribution agreements relating to the SRT Columbia Business will expire. In negotiating for a renewal of the
distribution agreements, CSC and Swire Resources agreed (through their wholly-owned Subsidiaries CS Hong Kong
and Swire respectively) to incorporate, establish and operate the Company as a joint venture company to take over from
Swire Shanghai the SRT Columbia Business and to carry on the Business with effect from the Live Date. The proposed
joint venture enables Swire to enjoy prorated financial results of the Business for so long as it remains a Shareholder of
the Company.

(B)

The Original Shareholders have agreed, following the incorporation of the Company, to inject capital to the Company on
and subject to the terms and conditions of this Agreement and have further agreed to regulate the management of the
Company, their relationship as

investors in the Company and certain aspects of the affairs of the Company in accordance with the provisions of this
Agreement.
(C)

The Original Shareholders have agreed, following the incorporation of the Company and prior to First Completion, to
procure that the Company executes the Company Deed of Adherence pursuant to which the Company shall become
bound by the provisions of this Agreement that relate to it.

(D)

Swire has agreed, following the incorporation of the Company and on or prior to the Live Date, to cause the transfer
from Swire Shanghai to the Company of the SRT Columbia Business in exchange for cash consideration equal to the net
book value of the assets of the SRT Columbia Business (the “Reorganization”).

(E)

CSC and Swire Resources have, inter alia, agreed to guarantee the obligations of CS Hong Kong and Swire respectively
under this Agreement.

NOW, THEREFORE, in consideration of the mutual promises made herein and for other good and valuable consideration the
receipt and sufficiency of which is hereby acknowledged, the parties hereby agree as follows:
1.

DEFINITIONS
INTERPRETATION

AND

1.1

In this Agreement, unless the context requires
otherwise:
“Accounting Period” means an accounting reference period of the Company beginning on 1 January and ending on the
following 31 December save that references in this Agreement to the Company's first Accounting Period are to the
accounting reference period of the Company which shall begin on the date of its incorporation and end on 31 December
2013;
“Acceleration Event” has the meaning given in Clause 23.1;
“Advance Payment” has the meaning given in Clause 6.1F;
“Affiliate” means (i) as to CSC, any Subsidiary of CSC, (ii) as to CS Hong Kong, CSC and any Subsidiary of CSC
(excluding CS Hong Kong), (iii) as to Swire Resources, any Subsidiary of Swire Resources and (iv) as to Swire, Swire
Resources and any Subsidiary of Swire Resources (excluding Swire);
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“Agreed Form” means, in relation to a document, that document in the form agreed by the Original Shareholders;
“Annual Turnover Threshold” has the meaning given in Clause 32.2;
“Anti-Corruption Policy” has the meaning given in Clause 3.1(d);
“Applicable Anticorruption Laws” means the laws specified as such in Clause 17.2(c) of this Agreement;
“Applicable Compliance Law” means the laws specified as such in Clause 17.2(c) of this Agreement;
“Applicable Percentage” means the percentage of Equity Interest held by CS Hong Kong or Swire (as the case may be)
from time to time;
“Approval Documents” has the meaning given in Clause 3.6;
“Approval Letter” means the approval reply issued by the Examination and Approval Authority approving the
establishment of the Company and the Articles;
“Articles” means the proposed articles of association of the Company which shall be consistent with the terms of this
Agreement and is to be adopted on the First Business License Issuance Date or, if the articles of association of the
Company are amended or replaced in accordance with the provisions of this Agreement, the articles of association of the
Company as so amended or replaced;
“Asset Transfer Completion” means completion of the Asset Transfer Completion Transaction Documents and other
matters in accordance with Clause 7;
“Asset Transfer Completion Conditions” means the conditions precedent to Asset Transfer Completion set out in
Clause 6.3;
“Asset Transfer Completion Date” means 31 December 2013 or such other date as may be agreed by the parties in
writing;
“Asset Transfer Completion Transaction Documents ” means the Transfer Agreement, the New Columbia Distribution
Agreement, the Termination Agreement, the Extension
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Agreement, the License Agreement, the Columbia Buying Support Services Agreement, the Swire Buying Support
Services Agreement, the New Lease Agreements, the New Shop-in-Shops Contracts, the New Contracts, the New
Employment Agreements and such other documents required to carry into effect the Reorganization;
“Assets” has the meaning given in Clause 6.1(a);
“Assignment of Swire Shareholder Loans” has the meaning given in Clause 22.12(a)(ii);
“Board” means the board of directors of the Company;
“Business” means the business to be carried on by the Company as described in Clauses 8.1 and 8.2 or, if any change in
the nature or scope of the business of the Company is unanimously approved by the Shareholders in accordance with the
provisions of this Agreement, the business carried on by the Company following such change;
“Business Day” means:
(a)

in respect of any action to be taken in the PRC, any day on which companies in the PRC are generally open for
business in the PRC, including a Saturday or Sunday which the PRC government temporarily declares to be a
working day (“Working Rest Day”), but excluding a statutory holiday, or a Saturday or Sunday other than a
Working Rest Day; and

(b)

in respect of any action to be taken in Hong Kong or the US, a day on which licensed banks are generally open
for business in Hong Kong or the US throughout their normal business hours other than a Saturday, Sunday, or
public holiday in Hong Kong or the US or a day on which a tropical cyclone warning signal No. 8 or above or a
black rainstorm warning signal is hoisted in Hong Kong at any time between 9:00 a.m. and 5:00 p.m.;

“Business Plan” means the First Business Plan and any subsequent business plan for the Company, the adoption of which
has been unanimously approved by the Shareholders in accordance with Clause 9 or, if any such business plan is, subject
to unanimous approval by the Shareholders, amended in accordance with the provisions of this Agreement, that business
plan as so amended;
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“Call Option” means either the WOFE Call Option or the Columbia HK Option as the context admits and "Call
Options" means both of them together;
“Call Option Exercise Notice” means a notice substantially in the form set out in Part 1 of Schedule 6;
“Cap” has the meaning given in Clause 20.2;
“Capital Contribution Certificate” means a certificate issued by the Company to any person in accordance with the
provisions of Clause 2.2 in respect of any capital contribution made by that person to the Company;
“Certificate of Approval” means the certificate issued by the Examination and Approval Authority approving the
establishment of the Company;
“Chairman” means the chairman of the Board;
“Chief Financial Officer” means the chief financial officer of the Company;
“Columbia Branded Products” means products (including, without limitation, apparel, footwear, equipment and
accessories) bearing any of the Columbia Brands;
“Columbia Brands” means the following brands owned by the CSC Group: ‘Columbia’, ‘Mountain Hardwear’, ‘Sorel’
and ‘Montrail’;
“Columbia Buying Support Services Agreement” means the agreement in the Agreed Form between CSC and the
Company to be entered into at Asset Transfer Completion;
“Columbia Director” means a Director appointed by CS Hong Kong or any Group Transferee of CS Hong Kong under
Clause 10.2;
“Columbia HK Option” has the meaning given in Clause 22.1(b);
“Columbia Services Agreement” means the agreement in a form consistent with the relevant key terms set forth in the
Master Transitional Services Agreement between the Company and CSC to be entered into at First Completion providing
for the provision to the Company by CSC prior to and following the Live Date of certain management and administrative
services;

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

5

“Columbia Sportswear International Sàrl” means a private company incorporated in Switzerland under registered
number CH-020-3025006-8 and whose registered office is at Avenue des Morgines 12, Geneva Business Center, 1213
Petit-Lancy, Geneva, Switzerland and who is an indirectly wholly owned Subsidiary of CSC as of the date of this
Agreement;
“Columbia Sportswear International Distributors Sàrl” means a private company incorporated in Switzerland which
was merged into Columbia Sportswear International Sàrl in 2011 and is no longer in existence;
“Company” means Columbia Sportswear Commercial (Shanghai) Co., Ltd., a private company to be incorporated and
registered as a wholly foreign owned enterprise in Huangpu District, Shanghai, the PRC as provided in Clause 2.1;
“Company Deed of Adherence” means a deed of adherence substantially in the form set out in Schedule 7;
“Company Law” means the Company Law of the PRC which was amended and adopted on 27 October 2005 and came
into force on 1 January 2006, as may be amended from time to time;
“Companies Ordinance” means the Companies Ordinance (Chapter 32, as amended, of the Laws of Hong Kong);
“Completion Accounts” means the financial statements agreed or determined in accordance withClause 22.23(b) and Part
2 of Schedule 5;
“Completion Accounts Adjustment” has the meaning given in Clause 22.23(c);
“Completion Accounts Payment Amount” has the meaning given in Clause 22.23(c);
“Completion Accounts Refund Amount” has the meaning given in Clause 22.23(c);
“Completion Date NEV” has the meaning given in Clause 22.23(c);
“Confidential Information” has the meaning given in Clause 28.1(a);
“Contracts” has the meaning given in Clause 6.1(c);
“CSC Group” means CSC and its Subsidiaries;
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“Deed of Adherence” means a deed in the form, or substantially in the form, set out in Schedule 3;
“Defaulting Shareholder” has the meaning given in Clause 23.2;
“Deputy General Manager” means the deputy general manager of the Company;
“Director” means a director of the Company;
"Dispatched Employees" has the meaning set forth in the Transfer Agreement;
“Disposal” in relation to a share or an equity interest includes:
(a)

selling, assigning, transferring or otherwise disposing of that share or equity interest or any legal or beneficial
interest in that share or equity interest or granting any option or other right over that share or equity interest or
any legal or beneficial interest in that Share or equity interest;

(b)

creating or allowing to arise or permitting to subsist any Encumbrance over that Share or equity interest or any
legal or beneficial interest in that Share or equity interest;

(c)

creating any trust or conferring any interest over that Share or equity interest or any legal or beneficial interest in
that Share or equity interest;

(d)

entering into any agreement, arrangement or understanding in respect of the voting or any other rights attached
to that Share or equity interest;

(e)

renouncing or assigning any right to subscribe or receive that Share or equity interest or any legal or beneficial
interest in that Share or equity interest; and

(f)

entering into any agreement (whether or not subject to any condition precedent or subsequent) to do any of the
foregoing,

and references to “dispose of” in relation to a Share or an equity interest shall be construed accordingly;
“Employees” has the meaning given in Clause 6.1(d);
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“Encumbrance” means any claim, charge, mortgage, pledge, hypothecation, retention of title, lien, equity, option, power
of sale, right of pre-emption, right of first refusal or any other third party right or security interest of any kind or any
agreement, arrangement, obligation or commitment to create any of the foregoing;
“Equity Interest Transfer Agreement” has the meaning given in Clause 22.13;
“Equity Interests” means equity interests in the registered capital of the Company (and in respect of a single
Shareholder, they shall be referred to as an “Equity Interest”);
“Escrow Account” has the meaning given in Clause 22.14;
“Examination and Approval Authority” means the MOFCOM or other authority entrusted by it to approve the Articles
and the establishment of the Company;
“Excluded Entities” means (i) Swire Properties Limited, Hong Kong Aircraft Engineering Company Limited and Cathay
Pacific Airways Limited (“Listed Companies”), (ii) any Subsidiaries of the Listed Companies, (iii) any Subsidiaries of
Swire Pacific Limited which become listed on an internationally recognised stock exchange regardless whether (x) any
such Subsidiary subsequently delists from such exchange or (y) such Subsidiary remains a Subsidiary of Swire Pacific
Limited upon, following or at any time subsequent to such listing (which Subsidiary will be treated as added to the list of
the Listed Companies, (iv) any companies added to the list of the Listed Companies with the written consent of CS Hong
Kong, and (v) any company which is under the sole control of any of the Listed Companies from time to time;
“Excluded Item(s)” has the meaning given in Clause 21.1;
“Excluded Items Adjustment” has the meaning given in Clause 22.23(c);
“Excluded Item Amount” has the meaning given in Clause 22.23(c);
“Excluded Item Payment Amount” has the meaning given in Clause 22.23(c);
“Excluded Item Refund Amount” has the meaning given in Clause 22.23(c);
“Exercise Date” means the date on which an Exercise Notice is given in accordance with the terms of this Agreement;
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“Exercise Date NEV” has the meaning given in Clause 22.23(a);
“Exercise Date NEV Accounts” has the meaning given in Clause 22.23(a);
“Exercise Notice” means a Call Option Exercise Notice or a Put Option Exercise Notice;
“Extension Agreement” means the agreement in the Agreed Form between Columbia Sportswear International Sàrl and
Swire Resources to be entered into at Asset Transfer Completion pursuant to which the term of the Hong Kong
Distribution Agreement is extended to 31 December 2020;
“External Borrowing” has the meaning given in Clause 20.2(a);
“FCPA” mean the United States Foreign Corrupt Practices Act of 1977, as amended from time to time;
“Financial and Accounting System” has the meaning given in Clause 17.1(b);
“First Business License” means the first business license of the Company issued by the SAIC;
“First Business License Issuance Date” means the date the First Business License is issued to the Company by the
SAIC;
“First Business Plan” means the business plan for the Company for the period between the Live Date and 31 December
2018 in the Agreed Form;
“First Completion” means completion of the first capital injection and other matters in accordance withClause 5;
“First Completion Conditions” means the conditions precedent to First Completion set out in Clause 3.1;
“First Completion Date” has the meaning given in Clause 5.1;
“First Completion Transaction Documents” means the Swire Services Agreements, and the Columbia Services
Agreement;
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“First Long Stop Date” means the 90th day after the First Business License Issuance Date or 1 May 2013, if the First
Business License will have not been issued prior to that date or any other date as mutually agreed by CS Hong Kong and
Swire;
“General Manager” means the general manager of the Company;
“Governmental Authority” means any national, provincial or local governmental, regulatory or administrative authority,
agency or commission which exercises executive, regulatory or administrative authority over the transactions
contemplated in this Agreement;
“Group” in relation to a company means that company and any and all of its Subsidiaries;
“Group Transferee” means a company to which Equity Interests have been transferred pursuant to Clause 26;
“Hong Kong” means the Hong Kong Special Administrative Region of the PRC;
“Hong Kong Distribution Agreement” means the distribution agreement dated 30 November 2005 (effective as of 1
January 2007) entered into between Columbia Sportswear International AG (“Columbia AG”) and Swire Resources, as
amended by the amendment to the distribution agreement dated 26 May 2009 (effective as of 1 May 2009) entered into
between Columbia AG’s assignee Columbia Sportswear International Distributors Sàrl (which was merged into Columbia
Sportswear International Sàrl in 2011) and Swire Resources, pursuant to which Swire Resources is granted distribution
rights in respect of certain Columbia Brands in the geographical area comprising Hong Kong and Macau;
“Hong Kong GAAP” shall mean generally accepted accounting principles and practices as in effect from time to time in
Hong Kong;
“Incorporation Agent” has the meaning given in Clause 2.1;
“Indemnified Party” has the meaning given in Clause 46.1;
“Indemnifying Party” has the meaning given in Clause 46.2;
“Initial Costs” means all costs, charges and expenses relating to the incorporation and establishment of the Company,
including all fees payable to the Incorporation Agent or any local agents for the services in connection with the formation
of the Company as
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contemplated under Clause 2.1. For the avoidance of doubt, such Initial Costs do not include each Shareholder’s own
costs and expenses in relation to the negotiation, preparation, execution and carrying into effect of this Agreement and the
other Transaction Documents;
"Initial Live Period" has the meaning given in Clause 12.1;
“IP” has the meaning given in Clause 13.2;
“Joint Account” has the meaning given in Clause 22.14;
“Key Employees” has the meaning set forth in the Transfer Agreement;
“Labour Union” means the labour union of the Company established in accordance with the PRC Labour Union Law,
the WOFE Law, the Company Law and other relevant applicable laws and regulations of the PRC;
“Leased Properties” means the leased properties comprised in the SRT Columbia Business as set out in part 1A and 1B
of schedule B to the Transfer Agreement (as may be subsequently updated prior to the Asset Transfer Completion Date
and subject however, to the agreement of the same by CS Hong Kong which shall not be unreasonably withheld);
“License Agreement” means the license agreement between Columbia Sportswear International Sàrl, Columbia
Sportswear China Holdings Limited and the Company in the Agreed Form to be entered into at Asset Transfer
Completion;
“Liquidation Costs” means all costs, charges and expenses relating to the dissolution and liquidation of the Company,
including all fees payable to any accountants or experts appointed by the Company in connection with the inspection and
valuation of the Company’s assets for liquidation purposes;
“Live Date” means the date on which the Company commences substantive trading operations, such date to be on or
around 1 January 2014;
“Losses” means any losses, damages, penalties, liabilities, compensation or other awards, whether instigated, imposed or
incurred under the laws of any jurisdiction;
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“M&A Provisions for Foreign Investors” means the PRC Provisions for Foreign Investors to Merge and Acquire
Domestic Enterprises (
);
“Management personnel” means the Company's General Manager, Deputy General Manager, Chief Financial Officer,
General Counsel (if any) and other personnel designated as such by the Board;
“Master Transitional Services Agreement” means the master transitional agreement in the Agreed Form comprising the
key terms of the Columbia Services Agreement and the Swire Services Agreements;
“Material Adverse Effect” means a material adverse effect on:(a)

the SRT Columbia Business or Swire Shanghai or any member of the CSC Group arising in connection with:

(i)
entity, or

any government investigation or enforcement action in respect of the conduct or actions of such business or

(ii)

any reputational damage to the SRT Columbia Business or Swire Shanghai or to any member of the CSC

Group,
which seriously damages or impinges upon the ability of the Company to carry on its business substantially in accordance
with the Business Plan; or
(b)
the ability of any parties to consummate any of the transactions contemplated in this Agreement or any of the
Transaction Documents on a timely basis;
“Maximum Dividends” means the maximum dividends payable by the Company as permitted by law from time to time;
“MOFCOM” means the Ministry of Commerce of the PRC or any of its predecessors or its relevant local branches;
“Net Equity Value” means the sum of (i) the paid up share capital, (ii) capital reserves, (iii) all legal reserves and (iv)
retained earnings or losses as the case may be, which for the
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avoidance of doubt is calculated net of (a) any declared but unpaid dividends and (b) any legal reserves;
“New Columbia Distribution Agreement” means the agreement in the Agreed Form between Columbia Sportswear
International Sàrl and the Company to be entered into at Asset Transfer Completion;
“New Contracts” has the meaning given in Clause 6.2(c);
“New Employment Agreements” has the meaning given in Clause 6.2(d) and set forth in the Transfer Agreement;
“New Lease Agreements” has the meaning given in Clause 6.2(b) and set forth in the Transfer Agreement;
“New Shop-in-Shops Contracts” has the meaning given in Clause 6.2(b);
“New Standalone Retail Store Business Licenses” has the meaning given in Clause 6.1D;
“Non-Commercial Transactions” has the meaning given in Clause 13.4;
“Non-Selling Party” has the meaning given in Clause 26.2(a);
“Office Staff” has the meaning set forth in the Transfer Agreement;
“Offshore Option Completion” means the completion of the sale and purchase of the Relevant Option Shares pursuant to
the exercise of an Option in accordance with Clauses 22.17 to 22.19 inclusive;
“Old Columbia Distribution Agreements” means the distribution agreement dated 1 May 2009 made between
Columbia Sportswear International Distributors Sàrl (which was merged into Columbia Sportswear International Sàrl in
2011) and Swire Shanghai and the related licensing agreements relating to distribution rights in respect of the Columbia
Brands other than 'Sorel' in the PRC and excluding, for the avoidance of doubt, the Hong Kong Distribution Agreement;
“Onshore Closing Conditions” has the meaning given in Clause 22.15;
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“Onshore Option Completion” means the completion of the sale and purchase of the Relevant Option Equity Interests
pursuant to the exercise of an Option in accordance with Clauses 22.20 to 22.21 inclusive;
“Option” means either of the Call Options or either of the Put Options as the context admits;
“Option Completion” means the Onshore Option Completion or the Offshore Option Completion as the context admits;
“Option Completion Date” means the date on which Option Completion takes place;
"Option Completion Accounts Date" means either of the following:
(i)
the earliest date following Option Completion that is the first Business Day of a fiscal quarter falling after 31
December 2018 (where the Option Completion Date is not the first Business Day of a fiscal quarter falling after 31
December 2018);
(ii) the Option Completion Date (where the Option Completion Date is the first Business Day of a fiscal quarter falling
after 31 December 2018); or
(iii)

such other date as Swire or Swire Resources (as the case may be) and CS Hong Kong may agree;

“Option Price” has the meaning given in Clause 22.22;
“Original Shareholders” means CS Hong Kong and Swire;
“Original Transferor” means, in relation to a Group Transferee, the Shareholder who transferred the relevant Equity
Interests to the Group Transferee or, where there has been a series of transfers to Group Transferees, the Shareholder who
made the initial transfer of the relevant Equity Interests to a Group Transferee;
“parties” means the Shareholders and the Company and “party” means any of them;
“PRC” means the People’s Republic of China, for the purpose of this Agreement only, excluding Hong Kong, Macau and
Taiwan;
“PRC GAAP” shall mean generally accepted accounting principles and practices as in effect from time to time in the
PRC;
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“Provisional Option Price” has the meaning given in Clause 22.23;
“Put Option” means either the WOFE Put Option or the Swire Put Option as the context admits and "Put Options"
means both of them together;
“Put Option Exercise Notice” means a notice substantially in the form set out in Part 2 of Schedule 6;
“Relevant Option Equity Interests” means the WOFE Option Equity Interests in the event that either the WOFE Call
Option or WOFE Put Option is exercised;
“Relevant Option Shares” means the Swire Option Shares in the event that either the Columbia HK Option or Swire Put
Option is exercised;
“Relevant Vendor” means Swire Resources in the event that either the Columbia HK Option or Swire Put Option is
exercised, and Swire in the event that either the WOFE Call Option or WOFE Put Option is exercised;
“Reorganization” has the meaning given in Recital D;
“Restructuring” means, in relation to a company, any issue by way of capitalisation of reserves or profits, any rights
issue, any consolidation or sub-division of capital, any conversion or reclassification of any of its shares, any alteration in
the rights attaching to any of its shares or class of its shares, any reduction or repayment of share capital, any purchase or
cancellation by that company of its own shares, any capital dividend or any enlargement, reduction, amalgamation,
arrangement, reconstruction or compromise affecting the share or registered capital of that company;
“Reserved Matter” means any of the matters specified in Schedule 4;
“SAFE” means the State Administration of Foreign Exchange or its local branch;
“SAIC” means the State Administration of Industry and Commerce or its local branch;
“Second Capital Contribution Amount” has the meaning given in Clause 7A.1(b);
“Second Shareholder Loan Amount” has the meaning given in Clause 7A.1(f);
“Secretary” means the secretary of the Board;

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

15

“Selling Party” has the meaning given in Clause 26.1;
“Shareholder Loan Amount” has the meaning given in Clause 22.12(b)(ii);
“Shareholder Loan(s)” means the loans made to the Company by the Shareholders whether pursuant to Clause 5A,
Clause 7A, Clause 21 or otherwise and, where the context so requires, the outstanding amount thereof;
“Shareholders” means the Original Shareholders and any other person who acquires any Equity Interests after the date
hereof and agrees to be bound by this Agreement by executing a Deed of Adherence and “ Shareholder” means any of
them;
“Shop-in-Shops” has the meaning given in Clause 6.1(b);
“Shop Staff” has the meaning set forth in the Transfer Agreement;
“Shortfall Capital Contribution” has the meaning given in Clause 7A.3(a);
“SRT Columbia Business” means the business of the import, distribution and retail sale of Columbia Branded Products
in the PRC as operated by Swire Shanghai;
“SRT Warranties” means the warranties of Swire Shanghai set out in Article IV of the executed Transfer Agreement.
“Standalone Retail Stores” has the meaning given in Clause 6.1D;
“Subsidiary” of any person means any corporation or other entity of which such person owns or controls directly or
indirectly more than 50% of the outstanding share capital or other ownership interest having voting power to elect
directors, managers or trustees of such corporation or other business entity and the reference to “Subsidiary” includes a
Subsidiary of a Subsidiary;
“Supervisor” has the meaning given in Clause 8.12(a);
“Swire Buying Support Services Agreement” means the agreement in the Agreed Form between Swire Resources or
Swire Shanghai and the Company to be entered into at Asset Transfer Completion;
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“Swire Director” means a Director appointed by Swire or any Group Transferee of Swire underClause 10.2;
“Swire First Dividend Date” has the meaning given in Clause 19.1;
“Swire Option Shares” means all the outstanding shares in the capital of Swire legally and beneficially owned by Swire
Resources as the date of this Agreement together with any other shares or securities of Swire to which Swire Resources
(or any of its Affiliates) becomes legally or beneficially entitled after the date of this Agreement and which, directly or
indirectly, represent, arise out of, are attributable to or are derived from any of those shares as a result of a Restructuring;
“Swire Option Shares Transfer Agreement ” means an agreement to be entered into by Swire Resources and CS Hong
Kong to document the transfer of the Relevant Option Shares solely for the purposes of filing with the relevant
Governmental Authority and the assessment of stamp duty and/or tax;
“Swire Pacific Group” means all Subsidiaries of Swire Pacific Limited excluding the Excluded Entities;
“Swire Put Option” has the meaning given in Clause 22.4(b);
“Swire Resources Group” means Swire Resources and its Subsidiaries;
“Swire Services Agreements” means (i) the services agreement in a form consistent with the relevant key terms set forth
in the Master Transitional Services Agreement between the Company and Swire Resources and (ii) the services
agreement in a form consistent with the relevant key terms set forth in the Master Transitional Services Agreement
between the Company and Swire Shanghai, both to be entered into at First Completion providing for the provision to the
Company by Swire Resources and Swire Shanghai respectively prior to and following the Live Date of certain
management and administrative services;
“Swire Shanghai” means
(
)
(Swire Resources (Shanghai) Trading Company Limited), a private
company incorporated in Huangpu District (formerly Luwan District), Shanghai with registered number
310000400405961;
“Tax Document” means any computation, return, assessment, demand note, claim, election, surrender, disclaimer, notice,
consent and any other document relating to tax of the Company;
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“Term” means the business term of the Company as set out in Clause 30.1;
“Termination Agreement ” means the termination agreement in the Agreed Form between Columbia Sportswear
International Sàrl and Swire Shanghai to be entered into at Asset Transfer Completion confirming termination of the Old
Columbia Distribution Agreements;
“Third-Party Claim” has the meaning given in Clause 46.2;
“Transaction Documents” means this Agreement, the First Completion Transaction Documents, the Asset Transfer
Completion Transaction Documents and any other documents required to carry into effect the transactions contemplated
hereunder, including the Reorganization;
“Transfer Agreement ” means the agreement in the Agreed Form providing for the transfer to the Company by Swire
Shanghai of the SRT Columbia Business with effect from the Live Date (save and except that the transfer of the portion of
the Assets comprising inventory shall take effect from the Asset Transfer Completion Date);
“US” means the United States of America;
“United States Dollars” or “US$” means the lawful currency of the US;
“US GAAP” means generally accepted accounting principles and practices as in effect from time to time in the US;
“WOFE Call Option” has the meaning given in Clause 22.1(a);
“WOFE Group” means the Company and any and all of its Subsidiaries;
“WOFE Law” means the Law of the PRC on Foreign-funded Enterprises which was amended, adopted and came into
force on 31 October 2005, as amended from time to time;
“WOFE Option Equity Interests” means the entire Equity Interests legally and beneficially owned by Swire following
completion of the contributions of registered capital and Shareholder Loans reflected in Clause 7A.3 together with any
other Equity Interests or securities of the Company to which Swire (or any of its Group Transferees) becomes legally or
beneficially entitled thereafter and which, directly or indirectly, represent, arise out of,
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are attributable to or are derived from any of those Equity Interests as a result of a Restructuring; and
“WOFE Put Option” has the meaning given in Clause 22.4(a).
1.2

In addition to the definitions set out in Clause 1.1, the definition of certain words and expressions which are used in the
Schedules is set out in the Schedule in which those words and expressions appear.

1.3

In this Agreement, unless the context otherwise
requires:
(a)

references to Clauses and Schedules are to clauses of, and schedules to, this Agreement and references within a
Schedule to paragraphs are to paragraphs of that Schedule;

(b)

references to the singular include the plural and vice versa and references to one gender include all
genders;

(c)

the words “include(s)”, “including” and “in particular” shall be construed as if followed by the words
“without limitation”;

(d)

references to a “company” shall be construed so as to include any company, corporation or other body corporate
(wherever and however incorporated or established);

(e)

references to a “person” shall be construed so as to include any individual, firm, company, government, state or
agency of a state, local or municipal authority or government body or any joint venture, association or
partnership (whether or not having separate legal personality);

(f)

references to times are to the Shanghai time;
and

(g)

a reference to a statute or statutory provision shall be construed as a reference to that statute or statutory
provision as modified, re-enacted or consolidated from time to time (whether before or after the date of this
Agreement) and to any subordinate legislation made from time to time under that statute or statutory provision
(whether before or after the date of this Agreement).
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1.4

The Schedules form part of this Agreement and shall have the same force and effect as if set out in the body of this
Agreement and any reference to this Agreement shall include the Schedules.

1.5

The headings in this Agreement are included for convenience only and shall be ignored in interpreting this
Agreement.

1.6

The documents which are in the Agreed Form for the purposes of this Agreement
are:
(a)

the
Plan;

Business

(b)

the
Agreement;

(c)

the
New
Agreement;

Columbia

(d)

the
Agreement;

Termination

(e)

the
Agreement;

Extension

(f)

the
Master
Agreements;

(g)

the
Agreement;

(h)

the Columbia
Agreement;

(i)

the Swire
Agreement;

(j)

the
Equity
Agreement;

(k)

the Assignment of Swire Shareholder Loan;
and

(l)

the resolutions of the Board referred to in Clause
5.2(f).

Transfer

Transitional

Services

License

Buying

Buying

Support

Support

Interest

2.

COMPANY
FORMATION
CONTRIBUTIONS

2.1

Formation
Company

of

Distribution

Services

Services

Transfer

AND

CAPITAL

the

The Original Shareholders shall jointly instruct a mutually agreed professional firm (“Incorporation Agent”) to oversee
the application process and any application agent
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relating to the legal establishment of the Company in accordance withClauses 3.1(a) and (b), for and on behalf of the
Original Shareholders. The Original Shareholders shall collaborate and give joint instructions to the Incorporation Agent
on a timely basis to facilitate the legal establishment of the Company. The Original Shareholders shall procure that the
Incorporation Agent shall:
(i)

not make any application or submission or any substantive statement or representation to the Examination and
Approval Authority or any other relevant Governmental Authorities without obtaining the prior consent in
writing of both Original Shareholders, both as to timing and approach and as to form and content;

(ii)

forward to both Original Shareholders copies of all draft applications, submissions, documents and information
(to be prepared in Chinese for official filing purposes and English for the Original Shareholders’ reference), and
give both Original Shareholders an opportunity to discuss, review and approve such applications, submissions,
documents or information before they are signed, released to the Examination and Approval Authority or other
relevant Governmental Authorities and/or are otherwise used or effected;

(iii)

promptly forward a copy of all correspondence and the reply from the Examination and Approval Authority or
other relevant Governmental Authorities to each Original Shareholder; and

(iv)

comply with all applicable laws of Hong Kong and the PRC in connection with the legal establishment of the
Company.

It is agreed that:
(a)

No later than 31 March 2013, CS Hong Kong and Swire shall form the Company in the PRC by the filing of the
Articles, with an initial registered capital of US$[**] and shall hold Equity Interests in the following
proportions:
CS Hong Kong
Swire

(b)

:
:

60%
40%

For the purpose of establishing the Company, (i) Swire agrees to contribute forty percent (40%) of the registered
capital of the Company in immediately available funds in accordance with Clause 5.2; and (ii) CS Hong Kong
agrees to contribute
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sixty percent (60%) of the registered capital of the Company in immediately available funds in accordance with
Clause 5.2.
(c)

Particulars
Company

of

the

(i)

The Company shall be a PRC wholly foreign-owned enterprise to be incorporated pursuant to the
WOFE Law, the Company Law, other applicable laws and regulations of the PRC, and the provisions of
this Agreement.

(ii)

The name of the Company shall be “
” in Chinese (“Columbia
Sportswear Commercial (Shanghai) Co., Ltd.” in English, for identification purpose only and will not be
registered) or such other name as may be agreed to by the Original Shareholders in writing and
approved by the SAIC.

(iii)

The registered address of the Company shall be “
137 5G2
” in Chinese and
“Room 5G2 Ding, 137 Ju Lu Road, Huangpu District, Shanghai, PRC” in English or such other address
as may be agreed to by the Original Shareholders in writing.

(iv)

The Company shall be a wholly foreign owned company with limited liability. Shareholders of the
Company shall be liable to the Company to the extent of the capital contribution for which they have
subscribed. Except as otherwise provided herein or agreed upon in writing by and between
Shareholders, once a Shareholder has paid its full capital contribution to the registered capital of the
Company, it shall not be required to provide any further funds to or on behalf of the Company by way
of capital contribution, loan, advance, guarantee or otherwise. The Company shall be liable for its debts
to the extent of all of its assets. As long as a Shareholder has paid its full capital contribution to the
registered capital of the Company, creditors of the Company shall have recourse only to the assets of the
Company and shall not seek, or be entitled to, repayment from any of the Shareholders.

(v)

The Company shall be a legal person under the laws of the PRC. The Company shall be subject to the
jurisdiction of and shall be protected by
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the laws of the PRC. The activities of the Company shall comply with the applicable laws of the PRC.

2.2

2.3

(vi)

The initial registered capital of the Company shall be
US$[**].

(vii)

The initial total investment of the Company shall be
US$[**].

When a Shareholder has made all or any part of its contribution to the registered capital of the Company under any
provision of this Agreement or otherwise, a PRC certified public accountant appointed by the Board shall verify such
contribution and issue a capital contribution verification report in the form required under PRC law. Such report shall be
submitted to the competent Examination and Approval Authority (if necessary) and the SAIC for the record. In
accordance with such report, the Company shall issue a Capital Contribution Certificate to the relevant Shareholder. An
interim Capital Contribution Certificate shall be issued in respect of each partial contribution made by a Shareholder.
Upon completion of all capital contributions by a Shareholder, any interim certificate(s) shall be returned to the
Company for cancellation and a final Capital Contribution Certificate shall be issued. Any interim or final Capital
Contribution Certificate shall be signed by the Chairman and stamped with the Company seal, and shall specify the
following:
(h)

the
name
Company;

of

the

(i)

the date of
Company;

establishment

(j)

the
Company’s
capital;

(k)

the name of the Shareholder, the amount of registered capital contributed by such Shareholder and the date on
which such capital contribution was made; and

(l)

the serial number and date of issuance of the Capital Contribution
Certificate.

of

the

registered

The Company shall prepare a register of members at the Company, which shall state the
following:
(a)

the names and
Shareholders;

domiciles

of

the

(b)

the capital contribution made by each Shareholder;
and
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(c)

the serial numbers of the Capital Contribution Certificates held by each
Shareholder.

2.4

Subject to the terms and conditions of this Agreement, each Original Shareholder shall make its contributions to the
registered capital of the Company and make Shareholder Loans to the Company in accordance with the schedule set
forth in Part 1 of Schedule 1. The management policies referred to in Part 2 of Schedule 1 shall be put in place in
accordance with the requirements set out in Part 2 of Schedule 1 and shall take effect from the First Completion.

3.

FIRST
CONDITIONS

3.1

The obligations of the Original Shareholders to proceed to First Completion shall be subject to the fulfilment of each of
the following conditions, except as waived in writing by each of them on or before the First Long Stop Date:
(m)

COMPLETION

the Company shall have been legally established in Huangpu District, Shanghai (or such other district as
mutually agreed by the parties) and validly subsisting, and in particular:
(i)

the Company shall have received approvals from all competent Governmental Authorities, especially
the competent Examination and Approval Authority, as required under PRC law for the establishment of
the Company and the Articles, and both the Approval Letter and the Certificate of Approval received by
the Company shall approve the Articles without modifications unacceptable to CS Hong Kong and/or
Swire;

(ii)

the Company shall have received the First Business License issued by the competent SAIC as required
under PRC law without modifications unacceptable to CS Hong Kong and/or Swire, and the Articles
shall have been filed with the competent SAIC;

(iii)

the time-limit to fulfil all conditions precedent shall not have exceeded the prescribed time as required
by PRC law in relation to capital contributions to the Company or the Company has obtained valid
capital contribution deferment approval, and that the Company’s Certificate of Approval and First
Business License have not expired or been revoked;
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(n)

the persons listed in Schedule 2 shall have been duly appointed as the initial Directors of the Company, Timothy
P. Boyle (or such other person as CS Hong Kong may nominate in writing) shall have been appointed as the
Chairman and legal representative of the Company, [**] or such other person as Swire may nominate in writing
shall have been duly appointed as the initial General Manager as contemplated by Clause 12.1, and all PRC legal
procedures as required under PRC law (such as filings with the SAIC) relating to such appointments shall have
been duly completed;

(o)

there having been no Material Adverse
Effect;

(p)

CS Hong Kong and Swire being reasonably satisfied that the Company (after the Company has been duly
formed and established under the laws of the PRC) has adopted a corporate policy and procedures in compliance
with applicable provisions of the FCPA, PRC laws and regulations governing anti-bribery compliance (and
equivalent laws and regulations promulgated in any other applicable jurisdictions if and to the extent applicable)
to prevent violations by the Company of the FCPA, PRC anti-bribery laws and bribery practices, including
customary monitoring and reporting procedures and preparation of a compliance program for the Company’s
employees (“Anti-Corruption Policy”);

(q)

the Company Deed of Adherence having been duly executed and delivered by all the parties
thereto;

(r)

Swire Shanghai having served notices to creditors and announced in the relevant newspapers in respect of the
proposed transfer of Assets contemplated under the Transfer Agreement in accordance with Article 13 of the
M&A Provisions for Foreign Investors (if applicable);

(s)

Swire shall have given an irrevocable power of attorney to CS Hong Kong in favour of CS Hong Kong to enable
CS Hong Kong to do all such things necessary and execute all such documents required to give effect to Clause
7A.3;

(t)

CS Hong Kong shall have given an irrevocable power of attorney to Swire in favour of Swire to enable Swire to
do all such things necessary and execute all such documents required to give effect to Clause 7A.3;
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(u)

any other conditions precedent mutually agreed in writing by CS Hong Kong and Swire (if
any).

3.2

The provisions of Clause 1 (Definitions and Interpretation), this Clause 3 (First Completion Conditions) and Clauses 4
(Period to First Completion) , 28 (Confidential Information) , 29 (Announcements) , 31 (Costs) , 32 (Warranties) , 34
(Entire Agreement), 37 (Assignment), 38 (No Partnership or Agency), 39 (Variation) , 40 (Waivers and Remedies ) , 41
(Invalidity), 44 (Notices), 46 (Indemnification), 47 (Governing Law and Dispute Resolution) shall not be subject to any
condition whether under this Clause 3, Clause 6 or otherwise.

3.3

Swire shall use all reasonable endeavours (to the extent it is within its control and power to do so) to fulfil or procure the
fulfilment of the First Completion Conditions set out in Clause 3.1(a), (b),(c), (d), (e), (f), (g) and to the extent applicable
(i) as soon as possible and in any event on or before the First Long Stop Date.

3.4

CS Hong Kong shall use all reasonable endeavours (to the extent it is within its control and power to do so) to fulfil or
procure the fulfilment of the First Completion Conditions set out in Clause 3.1(a), (b), (c), (d), (e), (h) and to the extent
applicable (i) as soon as possible and in any event on or before the First Long Stop Date.

3.5

If an Original Shareholder becomes aware of any fact, matter or circumstance that will or may prevent or delay the
fulfilment of any First Completion Condition, it shall give prompt written notice of that fact, matter or circumstance to
the other Shareholder.

3.6

If the contents of the Approval Letter, the Certificate of Approval and/or the First Business License (hereinafter
collectively referred to as the “Approval Documents”) specified in Clauses 3.1(a)(i) and 3.1(a)(ii) herein are modified
materially as compared to the contents which the Original Shareholders have submitted for approval, both Original
Shareholders shall consult in good faith and shall resolve the issues in the following manner:
(a)

to accept the aforesaid material modifications and waive the condition precedent in Clause 3.1(a) herein;
or

(b)

to apply to the relevant Governmental Authorities to have such Approval Documents amended and re-issued in a
form which remedies the material modification to the satisfaction of both Original Shareholders.
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In any event, if the aforesaid Approval Letter or the Certificate of Approval contains material modifications that cannot
be accepted by either of the Original Shareholders and the Original Shareholders cannot reach any consensus as to the
waiver of the relevant First Completion Condition, the Original Shareholders shall not apply to the SAIC for the First
Business License before a consensus is reached.
3.7

If any First Completion Condition has not been fulfilled (or waived, if capable of being waived) on or before the First
Long Stop Date (or such later date as the Original Shareholders may agree in writing), Swire and CS Hong Kong shall
have the right to issue written notice to the other terminating this Agreement (other than the provisions referred to in
Clause 3.2) immediately, whereupon the Original Shareholders shall apply for the cancellation of the First Business
License (if issued) and the liquidation of the Company pursuant to Clause 30. In such case, if CSC does not want to
liquidate the Company, CS Hong Kong shall immediately acquire from Swire and Swire shall immediately sell to CS
Hong Kong all the Equity Interest held by Swire in the Company at a price equal to US$1.00 so long as no registered
capital has been contributed by Swire, and provided always that if the non-fulfilment of any First Completion Condition
has arisen directly or indirectly as a result of CS Hong Kong’s default, breach or non-observance of the provisions of this
Agreement, then CS Hong Kong shall not have any right to acquire such Equity Interest from Swire (unless Swire
otherwise agrees in writing) and the Original Shareholders shall instead procure the liquidation of the Company pursuant
to Clause 30. If the non-fulfilment of any First Completion Condition has arisen directly or indirectly as a result of either
Shareholder’s default, breach or non-observance of the provisions of this Agreement (in this Clause 3.7, the “defaulting
Shareholder”), then the defaulting Shareholder shall indemnify the other Shareholder (in this Clause 3.7, the “nondefaulting Shareholder”) against any portion of the Initial Costs incurred or paid by the non-defaulting Shareholder (to
the extent that such Initial Costs have not been reimbursed by the Company) and the non-defaulting Shareholder’s
Applicable Percentage of such Initial Costs and Liquidation Costs incurred or paid by the Company. Under such
circumstances, neither the non-defaulting Shareholder nor the Company shall have any right whatsoever to require the
defaulting Shareholder to make any further contribution to the registered capital of the Company or otherwise to require
other performance under this Agreement, except with respect to enforcing rights and remedies available to the nondefaulting Shareholder where the defaulting Shareholder is alleged to have committed a breach of such Agreement.
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4.

PERIOD
TO
COMPLETION

FIRST

Each of the Original Shareholders undertakes to the other to procure that, save with the other's prior written consent or
pursuant to this Agreement, the Company shall not at any time between its incorporation and First Completion:
(d)

increase or decrease its registered capital, grant any options, warrants or other rights to subscribe for or purchase
or otherwise acquire any Equity Interests or allot or issue any securities which carry rights of conversion into,
rights of exchange or subscription for or rights to purchase or otherwise acquire any Equity Interests; or

(e)

carry on any trade or business or engage in any activity of any sort or acquire any asset or incur any liability
(whether actual or contingent); or

(f)

enter into any agreement, transaction, arrangement or commitment of any nature
whatsoever.

5.

FIRST
COMPLETION

5.1

First Completion shall take place at Mayer Brown JSM at 16th – 19th Floors, Prince’s Building, 10 Chater Road,
Central, Hong Kong (or at such other place as the Original Shareholders may agree in writing) on the fifth Business Day
following satisfaction or waiver of the First Completion Conditions (or on such other date as the Original Shareholders
may agree in writing) (the “First Completion Date”).

5.2

At
Completion:
(m)

First

Contributions to registered capital of the Company shall be made by the Original Shareholders in the following
proportions:
(i)

CS Hong Kong shall contribute US$[**] in cash to the registered capital of the Company, representing
60% of the Company’s registered capital;

(ii)

Swire shall contribute US$[**] in cash to the registered capital of the Company, representing 40% of the
Company’s registered capital,
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such capital contributions to be paid to the Company in immediately available cash funds by way of capital
contribution and as consideration for issuance of their respective Equity Interests.
(n)

the Company shall update the register of members of the Company by entering CS Hong Kong’s name in the
register of members of the Company as the holder of 60% Equity Interests representing 60% of paid-up
registered capital of the Company and procure the issue to CS Hong Kong of a definitive Capital Contribution
Certificate in respect thereof;

(o)

the Company shall update the register of members of the Company by entering Swire’s name in the register of
members of the Company as the holder of 40% Equity Interests representing 40% of paid-up registered capital of
the Company and procure the issue to Swire of a definitive Capital Contribution Certificate in respect thereof;

(p)

the Company, Swire Resources and Swire Shanghai (as appropriate) shall execute the Swire Services
Agreements;

(q)

the Company and CSC shall execute the Columbia Services
Agreement;

(r)

the Original Shareholders shall procure that resolutions of the Board in the Agreed Form are duly
passed:

(s)

(i)

adopting the First Business Plan;
and

(ii)

appointing the initial General Manager, Deputy General Manager and Chief Financial Officer as
contemplated by Clause 12.1, and appointing such person(s) as CS Hong Kong and Swire may jointly
nominate in writing as the Secretary.

the Original Shareholders shall deliver to each other a certified true copy of the board resolutions of the relevant
member(s) of the CSC Group or the Swire Resources Group (as the case may be) regarding authorisation and
approval of the relevant Transaction Documents to which a member of the CSC Group or the Swire Resources
Group is a party and the transactions contemplated hereby and thereby.

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

29

5.3

No party shall be obliged to take any action required of it under Clause 5.2 unless all other actions required of each other
party under Clause 5.2 are taken simultaneously.

5.4

If for any reason any Original Shareholder has not complied with any requirement under Clause 5.2 (in this Clause 5.4,
the “defaulting Shareholder”), and the other Original Shareholder has complied with the requirements under Clause 5.2
(in this Clause 5.4, the “non-defaulting Shareholder”), the non-defaulting Shareholder may (without prejudice to any
right of indemnification or damages or other remedy to which it is entitled by law or pursuant to this Agreement) issue
written notice to the defaulting Shareholder terminating this Agreement (other than the provisions referred to in Clause
3.2) immediately, whereupon the Original Shareholders shall apply for the cancellation of the First Business License and
the liquidation of the Company pursuant to Clause 30. In such case, if CSC does not want to liquidate the Company, CS
Hong Kong shall immediately acquire from Swire and Swire shall immediately sell to CS Hong Kong all the Equity
Interest held by Swire in the Company (i) at a price equal to US$1.00 if no registered capital has been contributed by
Swire or (ii) to the extent that Swire has contributed registered share capital pursuant to Clause 5.2, at a price equal to the
amount of registered capital so contributed, provided always that if CS Hong Kong is the defaulting Shareholder, then
CS Hong Kong shall not have any right to acquire such Equity Interest from Swire (unless Swire otherwise agrees in
writing) and the Original Shareholders shall instead procure the liquidation of the Company pursuant to Clause 30. The
defaulting Shareholder shall indemnify the non-defaulting Shareholder against any portion of the Initial Costs incurred
or paid by the non-defaulting Shareholder (to the extent that such Initial Costs have not been reimbursed by the
Company) and the non-defaulting Shareholder’s Applicable Percentage of such Initial Costs and Liquidation Costs
incurred or paid by the Company. Under such circumstances, neither the non-defaulting Shareholder nor the Company
shall have any right whatsoever to require the defaulting Shareholder to make any further contribution to the registered
capital of the Company or otherwise to require other performance under this Agreement, except with respect to
enforcing rights and remedies available to the non-defaulting Shareholder where the defaulting Shareholder is alleged to
have committed a breach of such Agreement.

5A.

INJECTION OF
COMPLETION

5A.1

Subject to First Completion and the due registration of such Shareholder Loans with the competent SAFE, on or prior to
1 October 2013, the Original Shareholders shall make Shareholder Loans of US$[**] to the Company in proportion to
their respective Equity Interests as follows:

SHAREHOLDER

LOANS

FOLLOWING

THE

FIRST
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5A.2

(i)

CS Hong Kong shall make a Shareholder Loan of US$[**] in cash to the Company;
and

(ii)

Swire shall make a Shareholder Loan of US$[**] in cash to the
Company.

If either of the Original Shareholders fails to make any or all of its Shareholder Loans to the Company in accordance
with Clause 5A.1 (in this Clause 5A.2, the “defaulting Shareholder”) and the other Original Shareholder makes its
Shareholder Loans to the Company in accordance with Clause 5A.1 (in this Clause 5A.2, the “non-defaulting
Shareholder”), the Company shall cause any Shareholder Loans made pursuant to Clause 5A.1 to be repaid in full to the
non-defaulting Shareholder as soon as practicable (unless the non-defaulting Shareholder agrees otherwise). The nondefaulting Shareholder may (without prejudice to any right of indemnification or damages or other remedy to which it is
entitled by law or pursuant to this Agreement) issue written notice to the defaulting Shareholder terminating this
Agreement (other than the provisions referred to in Clause 3.2) immediately, whereupon the Original Shareholders shall
apply for the cancellation of the First Business License and the liquidation of the Company pursuant to Clause 30. In
such case, if CSC does not want to liquidate the Company, CS Hong Kong shall immediately acquire from Swire and
Swire shall immediately sell to CS Hong Kong all the Equity Interest held by Swire in the Company at a price equal to
Swire’s Applicable Percentage of the Net Equity Value of the Company as at the date of issue of the written notice to
the defaulting Shareholder terminating this Agreement, provided always that if CS Hong Kong is the defaulting
Shareholder, then CS Hong Kong shall not have any right to acquire such Equity Interest from Swire (unless Swire
otherwise agrees in writing) and the Original Shareholders shall instead procure the liquidation of the Company
pursuant to Clause 30. The defaulting Shareholder shall indemnify the non-defaulting Shareholder against any portion
of the Initial Costs incurred or paid by the non-defaulting Shareholder (to the extent that such Initial Costs have not
been reimbursed by the Company) and the non-defaulting Shareholder’s Applicable Percentage of such Initial Costs and
Liquidation Costs incurred or paid by the Company. Under such circumstances, neither the non-defaulting Shareholder
nor the Company shall have any right whatsoever to require the defaulting Shareholder to make any further contribution
to the registered capital of the Company or otherwise to require other performance under this Agreement, except with
respect to enforcing rights and remedies available to the non-defaulting Shareholder where the defaulting Shareholder is
alleged to have committed a breach of such Agreement.
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6.

REORGANIZATION
CONDITIONS

&

ASSET

TRANSFER

COMPLETION

6.1

Provided that there is no material adverse disclosure against the warranties of Swire Shanghai set out in the article IV of
the Transfer Agreement in the Agreed Form prior to the signing of the Transfer Agreement, all parties shall use
reasonable endeavours to procure signing of (i) the Transfer Agreement by no later than 6 months following the First
Business License Issuance Date and (ii) all other Asset Transfer Completion Transaction Documents on or prior to 31
December 2013. Subject to the Asset Transfer Completion taking place, all Asset Transfer Completion Transaction
Documents shall take effect as of the Live Date, save and except that the transfer of the portion of Assets comprising
inventory shall take effect as of the Asset Transfer Completion Date. Swire shall use its reasonable endeavours (to the
extent it is within its control and power to do so) to procure:
(t)

Swire Shanghai to transfer to the Company all those fixed assets, inventory and other relevant assets comprised
in the SRT Columbia Business as set out in schedule A to the Transfer Agreement (as may be subsequently
updated prior to the Asset Transfer Completion Date and subject however, to the agreement of the same by CS
Hong Kong which shall not be unreasonably withheld) (the “Assets”), such that the Company shall thereafter
hold the full legal and beneficial title and interest to and in all such Assets free from all Encumbrances, pursuant
to the terms and conditions of the Transfer Agreement;

(u)

(i) [**] comprised in the SRT Columbia Business as set out in part 1A of schedule B to the Transfer Agreement
(as may be subsequently updated prior to the Asset Transfer Completion Date and subject however, to the
agreement of the same by CS Hong Kong which shall not be unreasonably withheld) in a form that includes [**]
listed in the part 1A of schedule B to the Transfer Agreement, (ii) the [**] as set out in part 1B of schedule B to
the Transfer Agreement (as may be subsequently updated prior to the Asset Transfer Completion Date and
subject however, to the agreement of the same by CS Hong Kong which shall not be unreasonably withheld) to
provide [**] for the Company, and (iii) the relevant [**] with the Company in respect of the shop-in-shops
comprised in the SRT Columbia Business as set out in part 2 of schedule B to the Transfer Agreement (as may
be subsequently updated prior to the Asset Transfer Completion Date and subject however, to the agreement of
the same by CS Hong Kong which shall not be unreasonably withheld) (the “Shop-in-Shops”) in a form that
[**] set forth in part 2 of schedule B to the Transfer Agreement (as may be subsequently updated prior to the
Asset Transfer Completion
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Date and subject however, to the agreement of the same by CS Hong Kong which shall not be unreasonably
withheld);

6.1A

(v)

the relevant [**] with the Company in respect of the [**] entered into by Swire Shanghai comprised in the SRT
Columbia Business as set out in schedule C to the Transfer Agreement (as may be subsequently updated prior to
the Asset Transfer Completion Date and subject however, to the agreement of the same by CS Hong Kong which
shall not be unreasonably withheld) (the “Contracts”) in a form that [**] listed in schedule C to the Transfer
Agreement (as may be subsequently updated prior to the Asset Transfer Completion Date and subject however,
to the agreement of the same by CS Hong Kong which shall not be unreasonably withheld), provided however,
that to the extent the parties determine that [**] for purpose of compliance with the requirement of PRC law,
[**]; and

(w)

Swire Shanghai to [**] comprised in the SRT Columbia Business as set out inschedule D to the Transfer
Agreement (classified as “Key Employees”, “Shop Staff” or “Office Staff” depending on their function in the
SRT Columbia Business) as may be subsequently updated prior to the Asset Transfer Completion Date and
subject however, to the agreement of the same by CS Hong Kong which shall not be unreasonably withheld (the
“Employees”) [**] (as defined below) with the Company in a form consistent with that set forth in [**]

Subject to Asset Transfer Completion taking place, [**] [**] with the Company in respect of certain Leased Properties
or Shop-in-Shops prior to the Live Date as contemplated under Clause 6.1(b), the parties agree that [**] of each existing
lease or shop-in-shops contract or [**] relevant landlord or contracting counter-party [**] or [**] in respect of the
relevant Leased Properties or Shop-in-Shops (whichever is earlier) [**] as follows:
(a)

Swire Shanghai shall [**],
and

(b)

the Company
[**].

shall

6.1B

Subject to Asset Transfer Completion taking place, if certain contracting counter-parties [**] with the Company in
respect of certain Contracts as contemplated under Clause 6.1(c), Swire Shanghai shall [**].

6.1C

In connection with the arrangements contemplated under Clause 6.1(d), it is agreed
that:
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(a)

Offer
by
Company

the

The Employees shall be offered employment with the Company with effect from the Live Date [**] (and
[**] required by applicable law) and which shall [**] set out in the mutually agreed Business Plan, to take effect
on the Live Date, as set out in the New Employment Agreements.
(b)

Notification
Employees

to

Not less than 30 days before the Asset Transfer Completion Date (or such longer period as may be
required by law or under the relevant contracts of employment):

(c)

(i)

the Company shall have [**] on the terms of the New Employment Agreements;
and

(ii)

Swire Shanghai shall have [**] a notice of termination of his/her employment with Swire
Shanghai.

Cooperation
Swire shall procure Swire Shanghai to use its reasonable endeavours to co-operate with the Company in
endeavouring to [**], provided that CS Hong Kong shall use its reasonable endeavours to procure the Company
to co-operate with Swire Shanghai in endeavouring to [**].

(d)

Employee
Costs
With effect from the Live Date, Swire shall procure Swire Shanghai to pay each Employee who has executed the
New Employment Agreement all outstanding wages, social security insurance, housing fund or other benefits
required by PRC law, [**]. The Company will [**]. Swire shall procure that Swire Shanghai shall [**] with
Swire Shanghai. For the avoidance of doubt, the Company shall be responsible for all severance and long service
payments payable to each Employee who remains employed by the Company beyond [**].

(e)

Employees
Company

not

joining

the
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Notwithstanding the foregoing provisions of this Clause 6.1C, subject to Clause 27.1, to the extent that
[**], Swire Shanghai may [**]. To the extent that any of the [**] with the Company, Swire Shanghai shall [**]
(or any other period as may be agreed among the Company, Swire Shanghai and [**]).
(f)

6.1D

Swire shall procure Swire Shanghai to use its reasonable endeavours to co-operate with the Company in
endeavouring to [**], provided that CS Hong Kong shall use its reasonable endeavours to procure the Company
to co-operate with Swire Shanghai in endeavouring to [**]. Swire shall procure Swire Shanghai to use its
reasonable endeavours (to the extent it is within its control and power to do so) to procure the relevant [**] with
the Company in respect of the Contracts (only those relevant to [**] in a form that includes [**] listed in items 7
to 9 of schedule C to the Transfer Agreement (as may be subsequently updated prior to the Asset Transfer
Completion Date and subject however, to the agreement of the same by CS Hong Kong which shall not be
unreasonably withheld). With effect from the Live Date, [**] shall procure [**] to pay [**] prior to Live Date all
outstanding wages, social security insurance, housing fund or other benefits required by PRC law, but excluding
[**] by the Company when he/she [**]. The Company will [**] of each of such [**] with the Seller in any [**].
Swire shall procure Swire Shanghai to indemnify the Company against any [**] by the Company during the
period of [**] to the extent that such [**] to the Seller from the relevant [**]. For the avoidance of doubt, the
Company shall be responsible for [**] beyond the period of [**] from the Live Date.

As soon as practicable following the Asset Transfer Completion Date, Swire shall, if it has not already done so, use its
reasonable endeavours to (i) assist the Company in seeking approval from MOFCOM for the Standalone Retail Stores,
(ii) assist the Company in seeking new business licenses from the relevant Governmental Authority (“New Standalone
Retail Store Business Licenses”) for the Company’s standalone retail stores specifying the same registered addresses as
were previously used by such stores as part of the SRT Columbia Business (“Standalone Retail Stores”), a list of which
is set out in schedule E to the Transfer Agreement (as may be subsequently updated prior to the Asset Transfer
Completion Date and subject however, to the agreement of the same by CS Hong Kong which shall not be unreasonably
withheld), and (iii) within 60 days after the termination or expiration of the existing lease agreements in respect of the
Standalone Retail Stores, procure that Swire Shanghai will apply for deregistration of all existing branch business
licenses for the Standalone Retail Stores to enable issuance of the New Standalone Retail Store Business Licenses in
favour of the Company.
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6.1E

With effect from the Live Date, for so long as the Company has not yet been granted the New Standalone Retail Store
Business Licenses in respect of the Standalone Retail Stores as contemplated under Clause 6.1D, Swire Shanghai shall,
prior to the termination or expiration of the existing lease agreements in respect of the Standalone Retail Stores, continue
to hold the existing business license in respect of the relevant Standalone Retail Stores and such Standalone Retail Stores
shall be operated at the direction, for the benefit and at the risk of the Company and the Company shall bear all profits
or losses (as the case may be) and all liabilities, costs, expenses and related taxes (including turnover taxes and local
levies) arising from and in relation to such Standalone Retail Stores for the period from Live Date and shall indemnify
Swire Shanghai accordingly. For the avoidance of doubt, the Company shall not bear any liabilities of such Standalone
Retail Stores for the period from Live Date if such liabilities arise from or are caused by the default of Swire Shanghai,
such as Swire Shanghai’s failure to comply with the applicable laws of the PRC.

6.1F

Subject to MOFCOM’s approval, the Company shall, in advance of the Asset Transfer Completion Date, pay 60% of the
estimated consideration for the Assets or any amount not lower than that stipulated by the applicable laws and
regulations of the PRC (“Advance Payment”) to Swire Shanghai on the last Business Day falling within a period of 6
months after the First Business License Issuance Date in accordance with the terms of the Transfer Agreement and the
M&A Provisions for Foreign Investors.

6.2

In connection with the Reorganization, Swire shall use its reasonable endeavours to procure Swire Shanghai or each of
the relevant parties to enter into the following agreements with the Company:

6.3

(a)

the
Agreement;

Transfer

(b)

new lease agreements (the “New Lease Agreements”) in relation to the Leased Properties and new contracts
(the “New Shop-in-Shops Contracts”) in relation to the Shop-in-Shops;

(c)

the new contracts (the “New Contracts”) in relation to the Contracts;
and

(d)

the employment agreements (the “New Employment Agreements”) between the Company as employer and
each of the Employees as employee.

The obligations of the Original Shareholders and the Company to proceed to Asset Transfer Completion and
consummate the transactions contemplated hereunder shall be subject to
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the fulfilment of each of the following conditions, except as waived in writing by each of them on or before the Asset
Transfer Completion Date:
(c)

the Transfer Agreement having been entered into by Swire
Shanghai;

(d)

in the sole discretion of CS Hong Kong, either (i) the [**], [**] as of the date of the Transfer Agreement and
[**] as of the date of the Transfer Agreement or (ii) if any of the foregoing threshold in this Clause 6.3(b) is not
met and CS Hong Kong in its sole discretion chooses to waive such condition, Swire undertakes to bear the [**]
(as the case may be) to make up the shortfall in the threshold stipulated in the foregoing; and [**] of the [**] as
of the date of this Agreement having been [**] the Company;

(e)

(i) the [**] in respect of not less than [**] as of the date of the Transfer Agreement having been entered into by
the [**] in a form that includes terms consistent with the key terms of the agreements listed in [**] and (ii) the
[**] having been entered into with or assigned by the [**] to provide [**] for the Company;

(f)

the [**] in respect of [**] as of the date of the Transfer Agreement having been entered into by the relevant
contracting counter-parties;

(g)

the [**] in respect of [**] as of the date of the Transfer Agreement having been entered into by the relevant
contracting counter-parties;

(h)

there having been no Material Adverse
Effect;

(i)

with respect to the Applicable Anticorruption Laws, there is no evidence or allegation of non-compliance that
either CS Hong Kong or Swire reasonably determines gives rise to a material financial liability or provides a
valid ground for governmental enforcement action against the Company, CSC, CS Hong Kong or Swire;

(j)

MOFCOM approval having being obtained and SAIC registration having been completed in respect of the
extension of the Company’s business scope to include retail;
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(k)

establishment of the Company’s branch offices at the same addresses in Guangzhou and Beijing as Swire
Shanghai’s current branch offices in Guangzhou and Beijing having been completed;

(l)

the Company having been registered as a general VAT taxpayer with the competent tax
authorities;

(m)

no material breach of and no material adverse disclosure against the SRT Warranties having occurred on or prior
to the Asset Transfer Completion Date;

(n)

MOFCOM approval having been obtained in respect of [**] the Standalone Retail Stores where [**] referred to
in Clause 6.3(c)(i) (i.e. [**] set out in 6.3(c)(i)); and

(o)

any other conditions precedent mutually agreed in writing by CS Hong Kong and Swire (if
any).

6.4

Swire shall use all reasonable endeavours (to the extent it is within its control and power to do so) to fulfil or procure the
fulfilment of the Asset Transfer Completion Conditions set out in Clause 6.3(a), (b), (c), (d), (e), (f), (g), (h), (i), (j), (k),
(l) and, to the extent applicable, (m) as soon as possible and in any event on or before the Asset Transfer Completion
Date.

6.5

CS Hong Kong shall use all reasonable endeavours (to the extent it is within its control and power to do so) to fulfil or
procure the fulfilment of the Asset Transfer Completion Conditions set out in Clause 6.3(f), (g), (h), (i), (j), (l) and, to
the extent applicable, (m) as soon as possible and in any event on or before the Asset Transfer Completion Date.

6.6

If an Original Shareholder becomes aware of any fact, matter or circumstance that will or may prevent or delay the
fulfilment of any Asset Transfer Completion Condition, it shall give prompt written notice of that fact, matter or
circumstance to the other Shareholder.

6.7

If any Asset Transfer Completion Condition has not been fulfilled (or waived, if capable of being waived) on or before
the Asset Transfer Completion Date, the Shareholders shall negotiate in good faith with a view to agreeing an alternative
approach to the Business and/or an alternative use for the Company that would avoid the need for any of the
Shareholders to exercise its rights under Clause 6.8.

6.8

If no legally binding agreement has been reached under Clause 6.7 by 7 January 2014 (or such other date as the parties
may agree in writing), the following provisions shall apply:
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(a)

CS Hong Kong may elect to purchase from Swire all of the Equity Interest held by Swire in the Company at a
price equal to Swire’s Applicable Percentage of the Net Equity Value of the Company plus the amount
representing any outstanding Shareholder Loans owing to Swire (to the extent that the same has not been repaid
to Swire and provided that Swire Shanghai has refunded or will simultaneously refund the Advance Payment
(net of any non-refundable transactional costs including local levies and related charges already paid by Swire
Shanghai) to the Company pursuant to the Transfer Agreement) with the result that the Company will be whollyowned by CS Hong Kong after such transfer and, where applicable, the outstanding Shareholder Loans
originally owing to Swire will be duly registered under the name of CS Hong Kong with the competent SAFE
after such assignment; provided always that if the non-fulfilment of any Asset Transfer Completion Condition
has arisen directly or indirectly as a result of CS Hong Kong’s default, breach or non-observance of the
provisions of this Agreement, then CS Hong Kong shall not have any right to acquire such Equity Interest from
Swire (unless Swire otherwise agrees in writing) and the Original Shareholders shall instead procure the
liquidation of the Company pursuant to Clause 30. The Company shall procure (i) the approval of the relevant
MOFCOM of the purchase of the Equity Interest referred to in this Clause 6.8(a) and (ii) where applicable, the
registration with the competent SAFE the assignment of the outstanding Shareholder Loans owing to Swire from
Swire to CS Hong Kong;

(b)

if the non-fulfilment of any Asset Transfer Completion Condition has arisen directly or indirectly as a result of
either Shareholder’s default, breach or non-observance of the provisions of this Agreement (in this Clause 6.8,
the “defaulting Shareholder”), then the defaulting Shareholder shall indemnify the other Shareholder (in this
Clause 6.8, the “non-defaulting Shareholder”) against any portion of the Initial Costs incurred or paid by the
non-defaulting Shareholder (to the extent that such Initial Costs have not been reimbursed by the Company) and
the non-defaulting Shareholder’s Applicable Percentage of such Initial Costs and Liquidation Costs incurred or
paid by the Company;

(c)

in the event of the purchase of Swire’s Equity Interest or the liquidation of the Company (as the case may be)
pursuant to Clause 6.8(a), neither the non-defaulting Shareholder nor the Company shall have any right
whatsoever to require the defaulting Shareholder to make any further contribution to the registered capital of the
Company or otherwise to require other performance under this Agreement, and any requirement for performance
of this Agreement shall be only with respect to

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

39

enforcing rights and remedies available to the non-defaulting Shareholder where the defaulting Shareholder is
alleged to have committed a breach of such Agreement;
(d)

CS Hong Kong acknowledges, agrees and undertakes that Swire Shanghai will be allowed to continue to run the
SRT Columbia Business under the Old Columbia Distribution Agreements [**], which will continue in full
force and effect in accordance with their terms and Swire shall procure that Swire Shanghai shall so perform. In
this regard, the parties shall procure that, prior to the purchase of Swire’s Equity Interest or the liquidation of the
Company (as the case may be) pursuant to Clause 6.8(a) and to the extent permitted by PRC law and, if
necessary, agreed by the relevant contracting parties such as the relevant landlords of the relevant Leased
Properties, all inventory owned by or in the possession of the Company will be transferred to Swire Shanghai
[**] and all assets, contracts, properties and employees comprised in the SRT Columbia Business will be
transferred or assigned to or otherwise remain with or used by Swire Shanghai.

7.

ASSET
COMPLETION

TRANSFER

7.1

Asset Transfer Completion shall take place at K&L Gates LLP Shanghai Office at Suite 3708, Park Place, 1601 Nanjing
Road West, Shanghai, PRC (or at such other place as the Original Shareholders may agree in writing) on the Asset
Transfer Completion Date provided always that each of the Asset Transfer Completion Conditions has been fulfilled or
waived.

7.2

At Asset Transfer Completion, if the named entities below have not already done
so:
(p)

the Company shall and CS Hong Kong shall procure that Columbia Sportswear International Sàrl shall execute
the New Columbia Distribution Agreement ;

(q)

CSC shall procure that Columbia Sportswear International Sàrl shall and Swire shall procure Swire Shanghai
shall execute the Termination Agreement;

(r)

CSC shall procure that Columbia Sportswear International Sàrl shall and Swire Resources shall execute the
Extension Agreement;

(s)

the Company shall and CSC shall procure that Columbia Sportswear International Sàrl and Columbia
Sportswear China Holdings Limited shall execute the License Agreement;
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(t)

the Company and CSC shall execute the Columbia Buying Support Services
Agreement;

(u)

the Company and Swire Resources or Swire Shanghai (as appropriate) shall execute the Swire Buying Support
Services Agreement;

(v)

Swire Shanghai shall have validly terminated all employment relationships with all the Employees who accepts
the offer of the Company, made evidence available to CS Hong Kong of having done the same.

7.3

No party shall be obliged to take any action required of it under Clause 7.2 unless all other actions required of each other
party under Clause 7.2 are taken simultaneously.

7.4

If for any reason any party has not complied with any of its obligations under Clause 7.2 (in this Clause 7.4, each a
“defaulting party”) and the other parties have complied with their obligations under Clause 7.2 (in this Clause 7.4, each a
“non-defaulting party”), a non-defaulting party may (without prejudice to any right of indemnification or damages or
other remedy to which it is entitled by law or pursuant to this Agreement):
(a)

postpone Asset Transfer Completion to another Business
Day;

(b)

if practicable, continue with Asset Transfer Completion, provided that in doing so the non-defaulting party’s or
parties’ right to claim against the defaulting party or parties for failing to fulfil its or their obligations pursuant to
this Agreement should not be prejudiced;

(c)

announce termination of this Agreement without any liability in which case the parties shall immediately apply
for deregistration of the Company’s Business License and liquidation of the Company pursuant to Clause 30,
and the defaulting Shareholder shall indemnify the non-defaulting Shareholder against any portion of the Initial
Costs incurred or paid by the non-defaulting Shareholder (to the extent that such Initial Costs have not been
reimbursed by the Company) and the non-defaulting Shareholder’s Applicable Percentage of such Initial Costs
and Liquidation Costs incurred or paid by the Company; or

(d)

if CS Hong Kong is the non-defaulting party, it may acquire from Swire all the Equity Interest held by Swire in
the Company at a price equal to Swire’s Applicable Percentage of the Net Equity Value of the Company, plus
the amount representing
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any outstanding Shareholder Loans owing to Swire (to the extent that the same has not been repaid to Swire and
provided that Swire Shanghai has refunded or will simultaneously refund the Advance Payment (net of any nonrefundable transactional costs including local levies and related charges already paid by Swire Shanghai) to the
Company pursuant to the Transfer Agreement) with the result that the Company will be wholly-owned by CS
Hong Kong after such transfer and, where applicable, the outstanding Shareholder Loans originally owing to
Swire will be duly registered under the name of CS Hong Kong with the competent SAFE after such assignment;
provided always that if CS Hong Kong is the defaulting party, then CS Hong Kong shall not have any right to
acquire such Equity Interest from Swire (unless Swire otherwise agrees in writing). Under such circumstances,
neither the defaulting party nor the Company shall have any right whatsoever to require the non-defaulting party
to make any further contribution to the registered capital of the Company or otherwise to require other
performance under this Agreement, and any requirement for performance of this Agreement shall be only with
respect to enforcing rights and remedies available to the non-defaulting party where the defaulting party is alleged
to have committed a breach of such Agreement. The Company shall procure (i) the approval of the relevant
MOFCOM of the purchase of the Equity Interest referred to in this Clause 7.4(d) and (ii) where applicable, the
registration with the competent SAFE the assignment of the outstanding Shareholder Loans owing to Swire from
Swire to CS Hong Kong.
7.5

If Asset Transfer Completion fails to take place, CS Hong Kong acknowledges, agrees and undertakes that Swire
Shanghai will be allowed to continue to run the SRT Columbia Business under the Old Columbia Distribution
Agreements [**], which will continue in full force and effect in accordance with their terms and Swire shall procure that
Swire Shanghai shall so perform. In this regard, the parties shall procure that, prior to the liquidation of the Company
pursuant to Clause 7.4(c) or the purchase of Swire’s Equity Interest pursuant to Clause 7.4(d) (as the case may be) and to
the extent permitted by PRC law and, if necessary, agreed by the relevant contracting parties such as the relevant
landlords of the relevant Leased Properties, all inventory owned by or in the possession of the Company will be
transferred to Swire Shanghai and all assets, contracts, properties and employees comprised in the SRT Columbia
Business will be transferred or assigned to or otherwise remain with or used by Swire Shanghai.

7A. POST-LIVE DATE EVENTS
7A.1

Following Asset Transfer Completion and after the Live Date, the following actions shall be taken as soon as practicable:
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(a)

The Shareholders will cause the Articles to be amended to increase the registered capital of the Company to
US$[**] and the total investment of the Company to US$[**];

(b)

The Shareholders will each make further registered capital of the Company in the following proportions (each
being a “Second Capital Contribution Amount”):
(i)

CS Hong Kong shall contribute US$[**] in cash to the registered capital of the Company, such that its
enlarged shareholding still represents 60% of the Company’s registered capital; and

(ii)

Swire shall contribute US$[**] in cash to the registered capital of the Company, such that its enlarged
shareholding still represents 40% of the Company’s registered capital,

which Second Capital Contribution Amount must be paid in full (and not in part only) and be paid in
immediately available cash funds by way of capital contribution and as consideration for issuance of the relevant
Equity Interests;
(c)

Subject to the contributions referred to in Clause 7A.1(b) taking place, the Company shall update the register of
members of the Company by entering CS Hong Kong’s name in the register of members of the Company as the
holder of 60% Equity Interests being 60% of the enlarged paid-up registered capital of the Company and procure
the issue to CS Hong Kong of a definitive Capital Contribution Certificate in respect thereof;

(d)

Subject to the contributions referred to in Clause 7A.1(b) taking place, the Company shall update the register of
members of the Company by entering Swire’s name in the register of members of the Company as the holder of
40% Equity Interests being 40% of the enlarged paid-up registered capital of the Company and procure the issue
to Swire of a definitive Capital Contribution Certificate in respect thereof;

(e)

The Company shall obtain (i) a certificate of approval from MOFCOM on the change in registered capital and
total investment levels referred to in Clauses 7A.1(a) to (d) and (ii) an amended business license from SAIC
reflecting the newly increased registered capital and paid-up capital levels;
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(f)

Following amendment of the Company’s business license as referred to in Clause 7A.1(e), and by no later than
31 March 2014, further Shareholder Loans of US$[**] to the Company shall be registered by the Shareholders
with SAFE and following completion of such registration, shall be advanced by each of the Shareholders on or
before 1 May 2014 in the following proportions (each being a “Second Shareholder Loan Amount”):
(i)

CS Hong Kong shall make a Shareholder Loan of US$[**] in cash to the Company;
and

(ii)

Swire shall make a Shareholder Loan of US$[**] in cash to the
Company,

which Second Shareholder Loan Amount must be paid in full (and not in part only) and in immediately available
cash funds.
7A.2

For the avoidance of doubt, upon making all capital contributions and Shareholder Loans to the Company in accordance
with Clauses 5.2, 5A.1 and 7A.1, CS Hong Kong and Swire will hold Equity Interests in the Company and Shareholder
Loans in the following proportions and amounts:
Name of
Shareholder

7A.3

CS Hong Kong

60 %

[**]

Shareholder Loans
owing by the Company
(US$)
[**]

Swire

40 %

[**]

[**]

Total:

100 %

[**]

[**]

(a)

Equity Percentage (%)
Interest in Company

Registered Capital in
Company (US$)

If one of the Shareholders fails to contribute its Second Capital Contribution Amount on or before [**] (in this
Clause 7A.3 the “defaulting Shareholder”) and the other Shareholder has contributed its Second Capital
Contribution Amount on or before such date (in this Clause 7A.3 the “non-defaulting Shareholder”), the nondefaulting Shareholder shall have the right (but not the obligation), to elect to contribute to the Company in cash
the relevant Second Capital Contribution Amount which the defaulting Shareholder has failed to contribute (a
“Shortfall Capital Contribution”). If the non-defaulting Shareholder elects to contribute the Shortfall Capital
Contribution, it shall notify the defaulting Shareholder in writing by no later than 10 days after [**]. If the
defaulting Shareholder fails to contribute its Second
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Capital Contribution Amount within 5 days after it receives the notice from the non-defaulting Shareholder, the
non-defaulting Shareholder may contribute the Shortfall Capital Contribution by no later than the date falling
within 10 Business Days after the later of (i) the Company having received the relevant MOFCOM’s approval for
the non-defaulting Shareholder’s contribution of the relevant Shortfall Capital Contribution and the relevant
change in shareholding percentages or (ii) the completion of the competent SAFE's registration in respect of
payment of the relevant Shortfall Capital Contribution (if such registration is required).
(b) Upon the contribution by the non-defaulting Shareholder of the Shortfall Capital Contribution, the
Shareholders shall procure the Company to update the register of members of the Company to reflect the adjusted
Equity Interests of the respective Shareholders based on the enlarged registered capital of US$[**] and procure
the issue to the non-defaulting Shareholder of a definitive Capital Contribution Certificate in respect of its total
additional contribution of US$[**] to the registered capital of the Company.
(c)
Where Swire is the non-defaulting Shareholder and Swire elects to make a Shortfall Capital
Contribution, then with effect from the date upon which the non-defaulting Shareholder makes its Shortfall
Capital Contribution, the following provisions shall apply:
(i)

Notwithstanding Clause 10.2, Swire shall be entitled to [**] additional [**] such that the Board shall
consist of [**] Directors nominated by Swire and [**] Directors nominated by CS Hong Kong;

(ii)

Notwithstanding Clause 10.6, Swire shall be entitled to
[**];

(iii)

Notwithstanding [**], Swire shall be entitled to [**], and CS Hong Kong shall be entitled to
[**];

(iv)

Notwithstanding Clause 13.1, the Company shall, in carrying on the Business, adopt and comply with
policies that are consistent with the compliance policies of Swire Pacific Limited and all applicable
laws, rules and regulations;

(v)

Notwithstanding Clause 17.2(a) and paragraph 12 of Part A of Schedule 4, such firm of auditors
nominated by Swire shall be appointed as the auditors
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of the Company, which shall be capable of performing auditing work meeting the standards of both PRC
GAAP and Hong Kong GAAP;
(vi)

Notwithstanding Clause 17.3, the Company will be a majority owned subsidiary of Swire Pacific
Limited, a company listed on the Main Board of the Stock Exchange of Hong Kong Limited, and as
such will be required to comply with the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited and such requirements and rules imposed on Swire Pacific Limited;

(vii)

Notwithstanding Clause 9, the issues listed in paragraph 5 of Section I of Part B of Schedule 4 shall no
longer be considered Reserved Matters;

and the relevant provisions of this Agreement shall be deemed amended and shall be construed accordingly.
(d)
Where CS Hong Kong is the non-defaulting Shareholder and CS Hong Kong elects to make a
Shortfall Capital Contribution, then with effect from the date upon which the non-defaulting Shareholder makes
its Shortfall Capital Contribution, (i) CS Hong Kong shall be entitled to [**] such that the Board shall consist of
[**] Directors nominated by CS Hong Kong and [**] Director nominated by Swire and the provisions of Clause
10.2 shall be deemed to be amended and shall be construed accordingly; and (ii) the issues listed in paragraph 5
of Section I of Part B of Schedule 4 shall no longer be considered Reserved Matters.
(e) The Shareholders shall do all acts, matters and things necessary and execute all such documents
required to give effect to the provisions of this Clause 7A.3 including without limitation to procure the Articles be
amended to reflect the change of the Board composition referred to in Clauses 7A.3(c)(i) and 7A.3(d), and without
prejudice to the foregoing, and as security for each Shareholder’s obligations pursuant to this Clause 7A.3, each
Shareholder irrevocably appoints the other Shareholder as its attorney to do all such things necessary and execute
all such documents required to give effect to this Clause 7A.3.
7A.4

If a Shareholder fails to contribute its Second Shareholder Loan Amount on or before [**] (in this Clause 7A.4, the
“defaulting Shareholder”) and the other Shareholder has contributed its Second Shareholder Loan Amount on or before
such date (in this Clause 7A.4, the “non-defaulting Shareholder”), the non-defaulting Shareholder shall have the right
(but not the
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obligation), to elect to contribute to the Company on behalf of the defaulting Shareholder in cash the relevant Second
Shareholder Loan Amount which the defaulting Shareholder has failed to contribute provided that such election and
contribution is made by the non-defaulting Shareholder by no later than the date falling within 10 Business Days after the
Company receives the competent SAFE’s registration in respect of the non-defaulting Shareholder’s agreement to
contribute to the Company the relevant Second Shareholder Loan Amount which the defaulting Shareholder has failed to
contribute; notwithstanding such amount being a Shareholder Loan, it shall be deemed as a loan made by the nondefaulting Shareholder to the defaulting Shareholder, and interest shall accrue on the principal amount at an annual interest
rate equal to [**] as then in effect, the Company shall be obligated to repay principal [**], which obligation shall, if not
earlier satisfied, to the extent permitted by PRC law, be deducted against [**].
8.

THE
COMPANY'S
MANAGEMENT

BUSINESS

AND

ITS

8.1

Subject to Clause 8.2, the business scope of the Company shall be as more specifically described in the Company’s
Articles as approved by and registered with the relevant Governmental Authorities and listed on the Business License
then in force.

8.2

The business of the Company shall be the wholesale sales, distribution and retail sale of Columbia Branded Products in
the PRC. The parties acknowledge that the business relating to the brands ‘Sorel’ and ‘Montrail’ (which form part of the
Columbia Brands) [**] Plan but that the Company shall have a right of first refusal to carry out such business in the PRC
[**]. CSC shall [**] in relation to the wholesale sales, distribution and retail sale by the Company of the ‘Sorel’ and/or
‘Montrail’ branded products in the PRC [**]. Swire, [**], [**] for either the Sorel brand or the Montrail brand, or both
brands, will [**]. If the [**] either or both brands is [**] will be updated accordingly. To the extent that Swire, [**] for
either or both of the Sorel brand or the Montrail brand, then [**].

8.3

The Company shall not carry on any trade, business or activity other than the Business without unanimous approval of
the Original Shareholders.

8.4

The operation scale of the Company shall be established by the Board in accordance with the provisions of this
Agreement, and taking into account actual market conditions, expected sales volumes, the employees' ability to absorb
new technology and any other factors considered important by the Board. In accordance with the requirements of this
Agreement, such operation scale may from time to time be expanded or reduced by the Board in light of market and
other relevant conditions.

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

47

8.5

A general meeting of the Company shall consist of all the Shareholders of the Company, shall be the highest authority of
the Company and, subject always to Clause 9, shall exercise its functions and powers in accordance with the relevant
provisions of the Company Law, including:
(a)

Determining the Company’s operational guidelines and investment
plans;

(b)

Electing and changing the Directors and Supervisors and deciding the matters relating to their salaries and
compensations;

(c)

Deliberating and approving reports of the
Board;

(d)

Deliberating
Supervisors;

(e)

Deliberating and approving annual financial budget plans and final account plans of the
Company;

(f)

Deliberating and approving company profit distribution plans and loss recovery
plans;

(g)

Making resolutions about the increase or reduction of the Company’s registered
capital;

(h)

Making resolutions about the issuance of corporate
bonds;

(i)

Adopting resolutions about the merger, split-up, change of company form, dissolution, liquidation of the
Company;

(j)

Revising
Articles;

(k)

Changing
Company;

(l)

Making decisions in respect of any Reserved Matter specified in Part A of Schedule 4, which shall be subject to
unanimous approval by the Shareholders in accordance with Clause 9; and

(m)

Other functions as specified by the general meeting from time to
time.

and

approving

reports

of

the

the

the

auditors

of

the
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8.6

An annual general meeting shall be convened each year. An interim general meeting may be convened in accordance
with the procedures set forth in the relevant provisions of the Company Law and the Articles. Unless otherwise provided
in this Agreement, all other matters relating to the procedures for convening a general meeting such as notice
requirements, the quorum, voting requirements, etc. shall be handled in accordance with the relevant provisions of the
Company Law and the Articles.

8.7

In lieu of any meeting of the Shareholders, a written resolution may be adopted by the Shareholders if such resolution is
sent to all Shareholders and is affirmatively signed and adopted by the Shareholders who have sufficient voting right to
adopt such resolution at a duly convened meeting of the Shareholders, provided that all Reserved Matters shall be
subject to unanimous approval by the Shareholders in accordance with Clause 9. Such resolution may be executed in
separate counterparts (each of which may be transmitted by facsimile) each of which shall be an original and all of
which taken together shall constitute one and the same resolution. If a non-counterpart original resolution signed by all
approving Shareholders is required for submission to any Governmental Authority of the PRC, the Secretary shall be
responsible for arranging the signature of the same, and all approving Shareholders shall provide full and timely cooperation in the signature thereof. All minutes of general meetings and all Shareholders’ resolutions shall be prepared in
Chinese (with English version of the same for the Shareholders’ reference).

8.8

Adoption of resolutions relating to matters other than Reserved Matters at general meetings shall require the affirmative
vote of a simple majority of the Shareholders present in person, by proxy or by telecommunications at a duly convened
general meeting or through a written resolution in accordance with this Agreement.

8.9

Subject to Clause 8.11, the Board shall be responsible for the management of the Business in accordance with the
Business Plan in force from time to time and, for this purpose, the Board may exercise all the powers of the Company.

8.10

The powers and duties of the Board shall be as set forth in the relevant provisions of the Company Law,
including:
(a)

Convening general meetings and presenting reports
thereto;

(b)

Implementing
meetings;

the

resolutions

made

at

general
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(c)

Determining the Company’s Business Plan which is subject to the approval by the Shareholders in accordance
with Clause 14 and investment plan;

(d)

Working out the Company’s annual financial budget plans and final account
plans;

(e)

Working out the Company’s profit distribution plans and loss recovery
plans;

(f)

Working out the Company’s plans on the increase or reduction of registered capital, as well as on the issuance of
corporate bonds;

(g)

Working out the Company’s plans on merger, split-up, change of the company form, or dissolution,
etc.;

(h)

Making decisions on the establishment of the Company’s internal management
departments;

(i)

Making decisions on hiring or dismissing the Company’s manager and his salary and compensation, and,
according to the nomination of the manager, deciding on the hiring or dismissal of vice manager(s) and the
persons in charge of finance as well as their salaries and compensations;

(j)

Working out the Company’s basic management system (including devising the management policies set out in
Part 2 of Schedule 1);

(k)

Making decisions in respect of any Reserved Matter specified in Part B of Schedule 4;
and

(l)

Other functions as authorized by the general
meeting.

8.11

The Board shall not take any action or decision in respect of any Reserved Matter without the unanimous prior approval
of the Shareholders in accordance with Clause 9.1.

8.12

Each Shareholder shall exercise its voting right and shall take all other necessary or desirable actions within such
Shareholder’s control, and the Company shall take all necessary and desirable actions within its control, such that:
(a)

The authorized number of Supervisors shall be established at two persons and that the following persons shall
be elected as the supervisors (the “Supervisor”):
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(b)

(i)

One person designated by CS Hong Kong which shall initially be CSC’s corporate controller;
and

(ii)

One person designated by Swire which shall initially be Swire Resources’ financial controller (or such
other person as Swire may nominate in writing).

The Directors and senior management of the Company shall not concurrently serve as
Supervisors.

8.13

Each supervisor shall be appointed for a term of three (3) years and may serve consecutive terms if re-designated or reelected pursuant to Clause 8.12 above.

8.14

The Supervisors shall serve in their positions without remuneration. However, the Company shall reimburse each
Supervisor for the reasonable out-of-pocket expenses incurred by such Supervisor in performing his/her duties.

8.15

Unless otherwise provided in this Agreement, the powers and duties of the Supervisors shall be as set forth in the
relevant provisions of the Company Law, including:
(a)

Checking the
Company;

financial

affairs

(b)

Supervising the fulfilment of the obligations of the Directors and Management personnel, putting forward
proposals on the removal of any Director or Management personnel who violates any law, administrative
regulation, this Agreement or any resolution of the general meeting;

(c)

Demanding any Director or Management personnel to make corrections if his act has injured the interests of the
Company;

(d)

Proposing to call interim general meetings, calling and presiding over general meetings when the Board does not
exercise the function of calling and presiding over general meetings as prescribed in accordance with PRC law;

(e)

Putting forward
meetings;

(f)

Initiating actions against Directors or Management personnel according to PRC law;
and

proposals

at

of

the

general
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(g)

Other duties as authorized by the general
meeting.

8.16

The Company shall adopt a management system under which the management of the Company shall report to and work
under the supervision and direction of the Board.

8.17

The Management personnel of the Company shall consist of one General Manager, one Deputy General Manager and
one Chief Financial Officer and such other positions as the Board may from time to time consider reasonable and
necessary taking into account the matters agreed by all Shareholders in the Business Plan and the other restrictions set
out in this Agreement.

8.18

The General Manager shall be responsible for all of the day-to-day operations and management of the Company in
accordance with the Business Plan other than those matters expressly reserved for decision and action by the Board as set
out in this Agreement. He shall be responsible to the Board and shall carry out all matters under the authority granted to
him by the Board. Subject to the supervision and direction of the Board, the General Manager shall have (i) the authority
to hire and dismiss all employees of the Company other than the other Management personnel, the Secretary and the
department managers (for the avoidance of doubt, the Board shall have the authority to hire and dismiss the department
managers) and (ii) the power to use funds jointly with the Chief Financial Officer, within the budgetary parameters
approved by the Board and relevant policies of the Company. The Deputy General Manager and such department
managers shall report to and work under the supervision and direction of the General Manager, the Chief Financial
Officer shall report to the Board and functionally report to CSC’s chief financial officer, and the General Counsel of the
Company (if any) shall report to the Board and functionally report to the General Counsel of CSC.

8.19

The General Manager shall keep the Deputy General Manager informed in a timely manner with respect to all major
decisions. The Deputy General Manager shall assist the General Manager in the performance of his responsibilities as
requested by the General Manager. The General Manager and the Deputy General Manager shall perform their
respective duties on a full time basis and shall not hold posts concurrently as general manager or deputy general manager
in any other economic entity regardless of whether such entity is in competition with the Company. The parties agree
and acknowledge that the responsibilities of the Deputy General Manager [**] shall include, inter alia, performing [**]
within the management of the Company and in such role the Deputy General Manager will have the right to [**] in
respect of any matters concerning or pertaining to the business and affairs of the Company as the Deputy General
Manager may from time to time see fit; provided
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however, that the Deputy General Manager may not disclose information or confidences of the Company that are subject
to attorney-client privilege, which disclosure would have the effect of destroying such privilege.
9.

RESERVED
MATTERS

9.1

The Shareholders shall procure, so far as lies within their respective power, that no action or decision is taken (whether
by the Company, the Board, any committee of the Board, any Director or any officer, manager or employee of the
Company) in respect of any Reserved Matter without the prior approval of all the Shareholders. With respect to
Reserved Matters listed in Section I of Part B of Schedule 4, such consent shall not be unreasonably withheld provided
that in respect of paragraph 5 of Section 1 of Part B of Schedule 4, the Shareholders will take into account the principal
management approach set out in Clause 13.1(a)(iii). With respect to Reserved Matters listed in Part A of Schedule 4 and
Section II of Part B of Schedule 4, consent is at the full discretion of the Shareholders.

9.2

For the purposes of Clause 9.1, a Shareholder shall be treated as having given its approval to a Reserved Matter
if:
(e)

(to the extent permitted by PRC law) it gives written notice to the Company approving the relevant matter;
or

(f)

it votes in favour of a separate and specific resolution to approve the relevant matter proposed at a general
meeting of the Company or as a written resolution in accordance with this Agreement; or

(g)

each of the Directors nominated by it votes in favour of a separate and specific resolution to approve the relevant
matter proposed at a meeting of the Board or as a written resolution of the Directors in accordance with this
Agreement.

9.3

Where a Shareholder gives its approval to the adoption of a Business Plan pursuant toClause 14, that Shareholder shall
be treated as having given its approval to any matter included within that Business Plan which requires approval as a
Reserved Matter in accordance with Clause 9.1 if such matter is explicitly described in and budgeted for in the Business
Plan.

9.4

If a proposal is made in respect of a matter which constitutes a Reserved Matter but is not approved in accordance with
the requirements of Clause 9.1, and provided that such matter
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is not an Excluded Item, any Shareholder may give notice to the other Shareholders that it regards a deadlock situation as
having arisen.
9.5

If a deadlock notice is given pursuant to Clause 9.4, the Shareholders shall attempt to resolve the deadlock situation
promptly by good faith negotiation between senior executives of CSC and Swire Resources respectively who have
authority to settle the controversy.

10.

BOARD
DIRECTORS

10.1

The Board shall be formed on the First Business License Issuance
Date.

10.2

The Board shall consist of five directors. CS Hong Kong and any Group Transferee of CS Hong Kong shall be entitled to
nominate up to three Directors and to propose to remove any Director appointed by it at the general meeting. Swire and
any Group Transferee of Swire shall be entitled to nominate up to two Directors and to propose to remove any Director
appointed by it at the general meeting.

10.3

Any nomination or proposal for removal of a Director pursuant to Clause 10.2 shall be made by the relevant Shareholder
giving notice of the nomination or removal to the Company, and such appointment or removal shall take effect if such
Shareholder votes in favor of a separate and specific resolution to approve the relevant appointment or removal proposed
at a general meeting of the Company or as a written resolution in accordance with this Agreement.

10.4

A Shareholder responsible for removing a Director from office pursuant to this Clause 10 shall fully indemnify and hold
harmless the Company and each other Shareholder against all claims, actions, demands and proceedings which may be
made, brought or threatened against the Company or any other Shareholder as a result of such removal and all losses,
liabilities, costs, charges and expenses suffered or incurred by the Company or any other Shareholder in connection
therewith.

10.5

Each Director shall be appointed for a term of three (3) years and may serve consecutive terms if re-nominated by the
Shareholder originally nominate him or her for such position. If a seat on the Board is vacated by the retirement,
resignation, illness, disability or death of a Director or by the removal of such Director by the Shareholder which
originally nominated him or her, the Shareholder which originally nominated such Director shall nominate a successor
to serve out such Director's term.

OF
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10.6

CS Hong Kong or any Group Transferee of CS Hong Kong shall, for so long as it holds any Equity Interest, be entitled to
appoint a Columbia Director to serve as the chairman (the “Chairman”) and to terminate such appointment. At First
Completion, the Chairman shall be Timothy P. Boyle. Any subsequent appointment or termination of a Chairman's
appointment shall be made by CS Hong Kong (or the relevant Group Transferee) giving notice of the appointment or
termination to the Company. The Chairman shall be the legal representative of the Company.

10.7

The Secretary shall be such person(s) as CS Hong Kong and Swire may jointly nominate in writing from time to time
and shall perform the duties in accordance with the provisions of this Agreement and the Articles under the supervision
of the Board.

10.8

The Chairman, the legal representative and each Director shall serve in their positions without
remuneration.

11.

DECISION-MAKING
DIRECTORS

11.1

A meeting of the Board shall be called by the Chairman. A meeting of the Board (other than a meeting reconvened in
accordance with Clause 11.5) shall be called by giving not less than 10 Business Days' notice of the meeting (or such
shorter period of notice as may be approved by a majority of the Directors) to each Director.

11.2

Unless all
otherwise:

of

the

BY

Directors

agree

(n)

a meeting of the Board (an annual meeting) must be held at least once each year, which will be held to approve
the budget and business plan for the coming year and which will be held in person or by means of conference
telephone, video conferencing link or any other form of communication equipment as preferred by the Directors
and in accordance with this Agreement;

(o)

quarterly business meetings of the Board will be held to review the performance of the Business against the plan
and budget including any proposed changes and updates to the Business Plan and which will be held in person or
by means of conference telephone, video conferencing link or any other form of communication equipment; and
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(p)

notwithstanding the foregoing, other meetings of the Board will be held as requested by the Chairman, and if
Swire reasonably requests, the Chairman shall call a meeting of the Board.

11.3

Notice of a meeting of the Board shall include an agenda specifying in reasonable detail the matters to be discussed and
the resolutions to be proposed at the meeting and shall be accompanied by any relevant supporting papers. A proposal
which is not specified in reasonable detail in the agenda for a meeting of the Board may not be voted on at the meeting
unless all the Directors are participating in the meeting and unanimously agree to put the proposal in question to the vote
of the meeting.

11.4

Any Director may participate in a meeting of the Board in person, by a power of attorney in favor of a proxy or by
means of conference telephone, video conferencing link or any other form of communication equipment provided that all
persons participating in the meeting are able to hear and speak to each other throughout the meeting. A Director so
participating shall be counted as present in person at the meeting, shall be counted in the quorum for the meeting and
shall be entitled to vote at the meeting.

11.5

The quorum for the transaction of business at a meeting of the Board shall be one Columbia Director and one Swire
Director. If a quorum is not present within 30 minutes of the time appointed for the meeting or ceases to be present
during the meeting, any Director may require that the meeting be reconvened. At least 10 Business Days' notice must be
given of the reconvened meeting unless all the Directors agree to a shorter period of notice. At the reconvened meeting,
any two Directors shall be a quorum. For the avoidance of doubt, no Reserved Matter specified in Part B of Schedule 4
can be approved in any duly convened or reconvened Board meeting without the unanimous approval by all Directors.

11.6

Each Director participating in a meeting of the Board shall have one vote. In the case of an equality of votes, the
Chairman or other person chairing the relevant meeting shall not have an additional vote.

11.7

A resolution in writing signed by all the Directors shall be as valid and effective for all purposes as a resolution duly
passed at a meeting of the Board. Such resolution may be executed in separate counterparts (each of which may be
transmitted by facsimile) each of which shall be an original and all of which taken together shall constitute one and the
same resolution. If a non-counterpart original resolution signed by all Directors is required for submission to any
Governmental Authority of the PRC, the Secretary shall be responsible
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for arranging the signature of the same, and all Directors shall provide full and timely co-operation in the signature
thereof.
11.8

No action or decision shall be taken by the Board in respect of any Reserved Matter specified in Part B ofSchedule 4
without the prior approval of all Directors present in person, by proxy or by telecommunications at a duly convened
Board meeting or through a written resolution in accordance with this Agreement. If a proposal is made in respect of a
matter which constitutes a Reserved Matter but is not approved in accordance with the requirements of this Clause 11.8,
and provided that such matter is not an Excluded Item, either one Columbia Director or one Swire Director may give
notice to the Shareholders that it regards a deadlock situation as having arisen. Such deadlock shall be handled in
accordance with Clause 9.5.

11.9

Adoption of resolutions relating to matters other than Reserved Matters shall require the affirmative vote of a simple
majority of the Directors present in person, by proxy or by telecommunications at a duly convened meeting of the Board
or through a written resolution in accordance with this Agreement.

11.10

All minutes of Board meetings and all Board resolutions shall be prepared in Chinese (with English version of the same
for the Directors’ reference).

12.

APPOINTMENT
PERSONNEL

12.1

For the period commencing on the [**] and ending on [**] (the “Initial Live
Period”):

OF

MANAGEMENT

(q)

Swire (or any Group Transferee of Swire) shall be entitled to [**];
and

(r)

CS Hong Kong (or any Group Transferee of CS Hong Kong) shall be entitled to
[**]:
(i)

[**]);
and

(ii)

[**].

12.2

Unless CS Hong Kong and Swire (or their respective Group Transferees) agree otherwise in writing, [**] at [**] on
[**].

12.3

With
[**]:

effect

from
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(a)

CS Hong Kong (or any Group Transferee of CS Hong Kong) shall be entitled to [**];
and

(b)

Swire (or any Group Transferee of Swire) shall be entitled to
[**].

12.4

The Shareholders shall procure that the appointment of each of the Management personnel so nominated shall be
confirmed by the Board unless the Shareholder in question can demonstrate that a proposed Management personnel
candidate is not permitted under this Agreement or applicable PRC law to take up such position.

12.5

Any Shareholder may request the removal of any Management personnel appointed by any other Shareholder for the
following causes:

12.6

(a)

Wilfully failing to pursue the aims and strategies articulated in the Business Plan, where the General Manager
has (a) received written notice of the performance concerns (including specific feedback regarding deviations in
performance) and (b) not made satisfactory corrections; or

(b)

Violations of the Company’s significant compliance policies (e.g., fraud, criminal activity, other violations of
law or code of business conduct and ethics).

If a Shareholder suspects a compliance violation referred to in Clause 12.5(b) above, the Shareholder will notify the
Board in a fashion aimed at preserving attorney-client privilege over the subject matter of the alleged violation, and
representatives of each of CS Hong Kong and Swire will promptly commence a joint internal review in a manner
consistent with the Company’s code of business conduct and ethics, applicable statutory and regulatory requirements
and including, if either CS Hong Kong or Swire deems appropriate, outside legal counsel so as to facilitate the proper
handling of such investigation and preservation of attorney-client privilege regarding the subject matter of the inquiry. If
CS Hong Kong or Swire (with, in each case, if applicable, outside counsel) reasonably determines that a compliance
violation has occurred or is reasonably likely to be deemed to have occurred, then the Board and Shareholders will
promptly take all actions reasonably necessary to remove the relevant Management personnel from his/her position and
terminate his/her employment with the Company. The Shareholder who nominated the relevant Management personnel
will then have the right to nominate a new Management personnel according to this Agreement.
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12.7

Management personnel shall be employed by the Company in accordance with the terms of individual employment
contracts entered into between the Management personnel and the Company and approved by the Board. The
Management personnel may be rewarded, disciplined or removed by the Board. If any of the Management personnel is
removed by the Board, the Shareholder who nominated the relevant Management personnel will have the right to
nominate the replacement according to this Agreement.

13.

CONDUCT
BUSINESS

13.1

The
shall:
(e)

(f)

(g)

OF

THE

Company

carry on the Business in accordance
with:
(i)

the Business Plan in force from time to
time;

(ii)

good business practices for a subsidiary of a publicly traded company listed on a US-based stock
exchange; and

(iii)

the principal management approach to adopt reasonable prudence in managing its revenue, major
operating expenses (including staff costs, advertising and promotion expenses and provision for
inventory), working capital (including inventory and trade debtors) and capital expenditures to strive for
the target profitability (as set forth in the First Business Plan or any subsequent updated Business Plan as
mutually agreed by the Shareholders).

in
carrying
Business:

on

the

(i)

comply with all applicable laws and regulations;
and

(ii)

adopt and comply with policies that are consistent with the compliance policies of CSC that may exist
from time to time (including in particular, CSC’s code of conduct and anti-corruption policies, which
may be adapted to ensure compliance with the Applicable Anticorruption Laws to which the Business is
subject);

obtain and maintain in full force and effect all approvals, consents and licenses necessary or desirable for the
carrying on of the Business;
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(h)

provide to each Shareholder such information as that Shareholder may from time to time reasonably request for
the purpose of monitoring the Company's compliance with the requirements of this Clause 13.1; and

(i)

provide information to or co-operate with Swire so that Swire Pacific Limited can comply with its disclosure
obligations required by law or regulations or stock exchange rules from time to time.

13.2

The Company acknowledges that all right, title and interest in and to the trademarks, intellectual property and all related
goodwill associated with the Columbia Brands (“IP”) are the sole property of CSC or its Affiliates; all use of the IP by
the Company shall inure to the exclusive benefit of CSC or its Affiliates; except for limited licenses as expressly
provided in the New Columbia Distribution Agreement, the Company shall not acquire any right, title or interest in or to
any of the IP; the Company will use all IP in connection with the Business solely for the benefit of the Company and not
for any other purposes which may directly or indirectly prejudice the Business.

13.3

The Company shall act as an independent commercial entity from the Shareholders, and shall be treated as an
independent commercial entity from the Shareholders, and shall be operated and managed for the purpose of
maximizing the investment returns for Shareholders. Shareholders shall ensure any agreements or legal documents
signed between the Company and each Shareholder or any Affiliate thereof are established on a commercial basis that
each Shareholder shall be treated as an independent entity and that no such term shall cause unfair prejudice to either
Shareholder or the Company. Each Shareholder shall use reasonable effort to ensure negotiations and agreements of
such terms are in good faith, and to ensure all orders for sale will be promptly and efficiently performed provided that
such terms are not violated. No Shareholder shall use its respective rights under this Agreement or other terms of this
Agreement to impede compliance, performance, and execution of this Agreement.

13.4

Without the approval of the Board, the Company shall not engage in any Non-Commercial Transactions. “NonCommercial Transactions” are transactions such as employment of relatives or friends of employees who do not
engage in the work he or she is employed to do, enter into agreements with terms and conditions exceeding fair market
price or at an undervalue or give such undertaking, give charitable donations exceeding the distributable sum of annual
business plan, or give political donations exceeding the minimum amount (if any) stipulated by PRC law.
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13.5

Each of Swire and CS Hong Kong agrees to use all reasonable endeavours (to the extent it is within its control and
power to do so) to procure that the Company and the Business comply with all applicable laws and the compliance
policies of CSC that may exist from time to time.

14.

BUSINESS
PLANS

14.1

The First Business Plan covers the period between the Live Date and December 31, 2018. At least 30 days before the
end of each Accounting Period prior to and following the Live Date, the Board shall prepare and submit to each
Shareholder a proposed business plan for the Company updated for the next Accounting Period. Each proposed business
plan shall include in relation to the Accounting Period to which it relates:

14.2

(c)

a cash-flow statement showing an estimate of the working capital requirements of the
Company;

(d)

an annual projected profit and loss
account;

(e)

an operating budget (including estimated capital expenditure requirements) and balance sheet
forecast;

(f)

a management report setting out the Company's business objectives and its strategy for the achievement of those
objectives; and

(g)

a financial report including an analysis of the Company's estimated results for the previous Accounting Period
compared with the Business Plan for that Accounting Period, identifying variations in sales, revenues, costs and
other material items.

Each
shall:

Shareholder

(a)

review and comment on each proposed business plan submitted to it in accordance withClause 14.1 in a timely
manner and consider in good faith any reasonable amendments to the proposed plan which are put forward by
any other Shareholder; and

(b)

endeavour in good faith to agree each proposed business plan submitted to it in accordance withClause 14.1
(modified as necessary to reflect any changes agreed between the Shareholders) as soon as reasonably
practicable and to procure that the
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adoption of such proposed plan (as so modified) as the Business Plan for the Accounting Period to which it relates
is approved by all of the Shareholders before the commencement of that Accounting Period.
14.3

The Company must not implement or act upon a proposed business plan until its adoption as the Business Plan for the
Accounting Period to which it relates has been unanimously approved by the Shareholders and, if such approval has not
been given before the commencement of that Accounting Period, the Company shall continue to operate on a month by
month basis in accordance with the Business Plan for the preceding Accounting Period until such approval is
forthcoming.

15.

REPRESENTATIONS
WARRANTIES

15.1

Each of the signatory to this Agreement hereby represents and warrants to other signatories to this Agreement
that:

AND

(c)

it has the full right, power and authority, and, except approvals, authorisations, consents, waivers and permits
contemplated as conditions precedent hereunder or under other Transaction Documents, has obtained all
approvals, authorisations, consents, waivers and permits (from whatever person) necessary to enable it to enter
into and perform its obligations under this Agreement and the Transaction Documents to which it is a party;

(d)

its performance of the provisions of this Agreement and the relevant Transaction Documents will not result in a
breach of or constitute a default under any statute, law, regulation, order, judgment, decree of any court or
governmental agency, constitutional documents of it, or contractual provision binding on it;

(e)

this Agreement and any relevant Transaction Documents to be executed by it will constitute legal, valid and
binding agreements on it and enforceable against it in accordance with their respective terms.

16.

GOODS
AND
PROCUREMENT

SERVICES

16.1

The Company shall, and each of CS Hong Kong and Swire shall (to the extent within its control to do so) procure the
Company, use commercially reasonable efforts to procure goods and services on terms substantially consistent with the
terms and conditions effective for the Company prior to the Live Date.
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17.

FINANCIAL,
BANKING

17.1

Accounting
System.

ACCOUNTING

AND

(m)

The Chief Financial Officer of the Company shall, without limiting the obligations of Swire Resources and
Swire Shanghai under the Swire Services Agreements and Clause 17.3(ii), be responsible for the financial
management of the Company.

(n)

The financial and accounting system of the Company and its subsidiaries (the “Financial and Accounting
System”), including any services or functions provided under the Swire Services Agreements, shall be
formulated and adopted in accordance with the provisions of applicable law, the particular circumstances of the
Company and its subsidiaries and, to the extent permitted by applicable law, those methods and principles that
are consistent with or most nearly approximate the PRC GAAP. The Financial and Accounting System shall be
approved by the Board.

(o)

To the extent reasonably practicable, all accounting vouchers, receipts, statements and account books of the
Company and its subsidiaries shall be maintained at the Company’s legal address and principal offices and shall
be written in both Chinese and English.

(p)

The Company shall use Renminbi as its accounting unit. Cash, bank deposits and funds in other currencies, as
well as outstanding claims and debts, gains, expenses and so forth in other currencies, shall be recorded in the
actual currency in which they are acquired, incurred, received or disbursed, and converted into Renminbi for
accounting purposes.

(q)

The financial statements prepared by the Company in accordance with the Financial and Accounting System
shall be true and complete and shall fairly represent the financial position of the Company as of the date of each
such statement and the results of operations for the fiscal period covered thereby. Changes in the Financial and
Accounting System may be implemented only upon approval by the general meeting as one of the Reserved
Matters.

(r)

The Company shall at all times maintain accurate and complete accounting and other books and records of the
Company in accordance with the requirements of all applicable laws and generally accepted accounting
principles in the PRC.
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(s)

17.2

17.3

The Company shall adopt the calendar year as its fiscal year (the “Accounting Period”), which shall begin on 1
January and end on 31 December of the same year except that the first fiscal year of the Company shall
commence on the First Business License Issuance Date and shall end on the immediately succeeding 31
December.

Auditing.
(a)

The auditors of the Company shall be capable of performing auditing work meeting the standards under both
PRC GAAP and US GAAP. The Company’s auditors shall be appointed or removed by the general meeting.
Subject to paragraph 12 of Part A of Schedule 4, the auditors of the Company shall be Deloitte & Touche LLP.

(b)

The accounting office of the Company shall prepare and submit quarterly and annual consolidated financial
statements of the Company to the Board, as required by the Board, and shall submit the same to relevant
departments of the PRC Governmental Authorities in accordance with the applicable laws. Such quarterly and
annual consolidated financial statements shall be in both Chinese and English, shall contain reference in both
Renminbi and US$ and shall be audited or reviewed by the auditors of the Company in accordance with the
requirements of the Board and applicable law. Annual consolidated financial statements shall contain
calculations and adjustments (including tax related true-up) relating to the Excluded Items, which adjustments
and calculations shall be agreed or confirmed by the Shareholders in writing with input and review from the
Company’s auditors.

(c)

The Company will cooperate fully with any request of the Shareholders relative to any possible violation of law,
governmental investigation or inquiry, or litigation that may in any way relate to (i) the conduct of the
Company’s business; (ii) the Company’s compliance with the laws and regulations of the PRC respecting
anticorruption, the FCPA or the anticorruption laws or regulations of other jurisdictions applicable to the
conduct of the Company’s business (each an “ Applicable Compliance Law” and collectively, the “Applicable
Anticorruption Laws”); or (iii) a Shareholder’s alleged involvement in any of the foregoing matters.

The Shareholders understand that starting from the First Business License Issuance Date, the Company will be a
majority owned subsidiary of CSC which is listed on the NASDAQ Stock Exchange and, accordingly, the Company will
be required to comply with various reporting requirements and internal control rules set forth in the Securities Act of the
US, the Exchange Act of the US, the Sarbanes-Oxley Act of the US and the FCPA as such
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requirements and rules are imposed on CSC. CSC shall be solely responsible for providing the necessary advice,
guidance and/or input on such reporting requirements and internal control rules. In reliance on CSC’s provision of the
foregoing, each Shareholder hereby agrees and undertakes to take all necessary actions and execute all necessary
documents, and the Company hereby agrees and undertakes to take all necessary actions, so as to ensure that the
Company, its management and employees are in compliance with such requirements and rules which shall include,
among other things, (i) timely preparation of the Company’s financial statements under PRC GAAP for consolidation into
CSC’s financial statements which fairly represent the financial position of the Company as of the date of each such
statement and the results of operations for the fiscal period covered thereby, (ii) execution of written certifications by the
management team of the Company (and by Swire Shanghai/Swire Resources personnel managing finance, if any,
engaged in providing services to the Company under the Swire Services Agreements) regarding the adequacy of the
Company’s disclosure controls and procedures as well as its internal control over financial reporting in support of similar
certifications executed by the chief executive officer and chief financial officer of CSC which are to be filed to the SEC of
the US together with the annual financial statements of CSC, and (iii) adoption of a code of ethics by the Company that
meets the standards set forth in the code of ethics adopted by CSC and training and education of the Company’s
employees in relation to such code of ethics.
17.4

The Company shall prepare and supply to each Shareholder the following financial information as soon as reasonably
practicable and in any event within the periods prescribed below:
(a)

unaudited monthly management accounts of the Company (including a profit and loss account, balance sheet
and cash-flow statement together with a statement of progress against the relevant Business Plan, a commentary
on the current trading and prospects of the Company and, on a quarterly basis, an up-to-date forecast for the
balance of the relevant Accounting Period) by not later than 5 Business Days after the end of the month to which
they relate; and

(b)

audited accounts of the Company for each Accounting Period and reviewed accounts of the Company for each
of the calendar quarters, both complying with all applicable legal requirements and prepared in accordance with
PRC GAAP by not later than 30 Business Days after the end of (i) the Accounting Period or (ii) the relevant
calendar quarter (as the case may be) to which the accounts relate.
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17.5

Without prejudice to any other provision of this Agreement entitling the Shareholders to the receipt of information and
documentation from the Company, each Shareholder shall be:
(a)

entitled to have access at all reasonable times to the senior management of the Company for the purpose of
discussing the performance of the Business and the financial position and prospects of the Company;

(b)

supplied by the Company in a timely manner with all such financial and other information as is reasonably
necessary to enable the Shareholders to assess the performance of the Business and the financial position and
prospects of the Company;

(c)

kept fully and promptly informed by the Company of all material developments concerning the Business or the
affairs of the Company;

(d)

entitled, if exercising its audit rights hereunder, to have the Company make all relevant books, records, and
accounts available to such Shareholder or its selected third-party representatives at the audit location. In this
connection, the Company shall, upon reasonable prior written notice, allow each Shareholder and its authorised
representatives (including its own internal audit team) during normal business hours to inspect the books,
accounting records and any other documents of the Company and to make any extract and copy therefrom,
provided that such inspection will not hinder the ordinary business operations of the Company; and

(e)

entitled to require that the Company will also make available anyone under its direction or control, including but
not limited to officers, Directors, employees, and agents available to the Shareholder or its respective third-party
representatives to answer questions, respond to inquiries, or to be interviewed. The Company further agrees to
seek and obtain whatever approvals or authorizations may be necessary for an individual to be questioned,
subject to inquiry or interviewed.

17.6

Each Director shall be entitled, and is irrevocably authorised by the Company and each Shareholder, to disclose to the
Shareholder or Shareholders by whom he was nominated all such information concerning the Business and the affairs of
the Company which may come into his possession as he in his absolute discretion thinks fit.

17.7

The Company shall separately open a foreign exchange account, a basic Renminbi account and a general Renminbi
account at an authorized bank within the PRC approved by the
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SAFE and, with the approval of SAFE, may open a bank account in the name of the Company outside the PRC. The
Company's foreign exchange transactions shall be handled in accordance with the applicable laws of the PRC relating to
foreign exchange control.
18.

MANAGEMENT
INSURANCE

OF

THE

COMPANY'S

TAX

AFFAIRS;

18.1

Subject to the provisions of this Clause 18, the Company shall be responsible for dealing with its own tax affairs
including the preparation and submission of all Tax Documents and the conduct of all discussions, correspondence,
enquiries, disputes or negotiations with or otherwise involving any tax authority.

18.2

Promptly following the First Business License Issuance Date, or promptly following the first date the Company is
eligible to do so under applicable laws, the Shareholders shall cause the Company to submit applications to the relevant
Governmental Authorities to confirm the ability of the Company to remit, and deduct for corporate income tax purposes,
the payments contemplated in this Agreement as well as the other Transaction Documents.

18.3

The Chinese and expatriate employees of the Company shall pay tax on their individual income in accordance with the
relevant provisions of the applicable laws of the PRC relating to taxation.

18.4

The
shall:

Company

(f)

keep each Shareholder fully and promptly informed of all material matters concerning the tax affairs of the
Company and shall provide each Shareholder with copies of all material correspondence to or from any tax
authority concerning any such matter;

(g)

give each Shareholder a reasonable opportunity to comment on a draft of each Tax Document which relates to (i)
any matter which is not in the ordinary course of business of the Company or (ii) any Transaction Document
prior to its submission to the relevant tax authority and take into account any reasonable comments made by any
Shareholder on any such draft; and

(h)

provide copies of such relevant Tax Documents as any Shareholder may reasonably request from time to
time.
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18.5

Each Shareholder shall provide the Company with such co-operation and assistance in connection with the tax affairs of
the Company (including in connection with the preparation and submission of any Tax Document) as the Company may
reasonably request provided always that no Shareholder shall be required to take any action under this Clause 18.5
which in its reasonable opinion would be materially prejudicial to its own interests.

18.6

The Company shall provide each Shareholder with such co-operation and assistance in connection with that
Shareholder's own tax affairs (including in connection with the preparation and submission of any Tax Document) as
that Shareholder may reasonably request provided always that the Company shall not be required to take any action
under this Clause 18.6 which in its reasonable opinion would be materially prejudicial to its own interests.

18.7

The Company shall, at its own cost and expense, maintain with a well-established insurer of repute adequate insurances
in accordance with good industry practice against all risks and liabilities usually insured against by companies carrying
on the same or a similar type of business as the Business.

18.8

The property, transportation and other items of insurance of the Company will be denominated in Chinese and foreign
currencies, as appropriate. The types, scope and amounts of insurance coverage shall be proposed by the Chief Financial
Officer for the Board’s approval.

19.

DIVIDEND
POLICY

19.1

The Shareholders agree that unless otherwise unanimously agreed in writing, the first dividend shall be paid [**] on the
earlier of: (a) [**] and (b) the date falling [**] below (“[**] First Dividend Date”), which [**] shall not fall on a date
before [**]. The first dividend to be paid to [**] on the [**] First Dividend Date shall be an amount equal to:

19.2

(i)

if [**] prior to [**] First Dividend Date, [**];
or

(ii)

if [**] prior to [**] First Dividend Date,
[**].

To the extent permitted by applicable PRC law, once either CS Hong Kong or Swire [**], the Company shall declare
and distribute [**]. The Company must also use its best endeavours to declare and distribute to [**] prior to the Option
Completion Date. By way
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of example, [**], (a) the Company shall be obligated to declare and distribute [**], and (b) the Company shall also
declare and distribute [**].
19.3

For the purposes of Clauses 19.1(ii) and 19.2, the Shareholders agree that [**] to be distributed [**] shall be equal to
[**]. In the event that the Company does not for any reason have sufficient cash in order to make such distribution [**]
to [**] the Company in such amount as will enable the Company to [**] in full.

19.4

If [**] then, subject to the following provisions of this Clause, [**] and each subsequent fiscal year so long as [**]) shall
be declared and paid to the Shareholders on an annual or more frequent basis. Unless otherwise required by law or
unanimously agreed by the Shareholders, it is intended that no less than [**] shall be distributed to the Shareholders in
proportion to their respective Equity Interests, provided that the Company has sufficient financial resources available to
meet its fixed and working capital and financing requirements (excluding any Excluded Items), within 90 days after the
issuance of the annual audited accounts of the Company for the previous financial year.

19.5

For the purposes of determining the amount of profits lawfully available for distribution by the Company, the Company's
auditors shall be instructed to report to the Company on the amount of such profits at the same time as they sign their
auditors' report on the accounts of the Company. In making such report, the auditors shall act as experts and not as
arbitrators and their determination shall (in the absence of manifest error) be final and binding on the Shareholders. The
costs of the auditors in making such report shall be borne by the Company.

19.6

Subject to Clauses 19.1(ii), 19.2 and 19.3, no distribution shall be made by the Company pursuant to this Clause
19:
(a)

if the Company does not have sufficient cash in order to make the distribution;
or

(b)

if the Board acting reasonably resolves that, in order to maintain cash reserves at a level which is adequate for
the Business having regard to the Company's cash requirements set out in the relevant Business Plan, the making
of the distribution would not be appropriate;

(c)

if the making of the distribution would result in a breach of any covenant or undertaking given by the Company
to any lender or would be likely to do so within the following 12 months; or
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(d)

if the Company is carrying forward losses from any previous years and unless the cumulative deficit from the
previous years is made up.

The provisions of this Clause 19.6 shall not be applicable in the event that an Exercise Notice is served in which case the
provisions of Clause 19.3 shall apply.
19.7

If any of the circumstances set out in paragraphs (b) or (c) of Clause 19.6 applies, the Company shall distribute [**]
which may be distributed without resulting in the application of any of such circumstances.

19.8

The parties acknowledge that each of the following, to the extent permitted by PRC law, shall be an exception to the
dividend policy set out in this Clause 19:
(a)

if there is mutual agreement that there is [**]set out in the mutually agreed revised Business Plan for the period
from [**] to [**]; and

(b)

if both Shareholders agree in writing on the quantum and/or timing of any distribution of dividends which are
different from those contemplated under Clause 19.

The parties agree that any [**] referred to in Clause 19.8(a) above shall first be applied to[**] in accordance with Clause
20.4 before any distribution of dividends in accordance with this Clause 19.8.
20.

FUTURE
FUNDING
COMPANY

20.1

The
Shareholders

OF

THE

intend that the Company shall be a financially independent entity and be only financed from its registered capital paid up
from time to time, any loans agreed to be provided by Shareholders and from the cash-flow of the Business unless
otherwise agreed by the Shareholders.
20.2

Subsequent to injection of the prescribed registered capital contributions and Shareholder Loans in accordance with
Clauses 5, 5A and 7A, the Shareholders are obligated to make additional registered capital contributions and/or
Shareholder Loans to the Company in the Applicable Percentages in accordance with the mutually agreed Business Plan
provided that in no event shall the Shareholders be obligated to make additional registered capital
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contributions and/or Shareholder Loans to the Company (i.e. in addition to the aggregate amount of US$[**] to be
injected by the Shareholders pursuant to Clauses 5, 5A and 7A) in excess of US$[**] (in the Applicable Percentages) (the
“Cap”). If the Board determines that the Company requires additional financing which is not covered by the mutually
agreed Business Plan or which exceeds the Cap (and such financing would not be for purposes of funding an Excluded
Item, in respect of which the provisions of Clause 21 will apply), the Shareholders agree that:
(i)

the Board may arrange for the Company to seek to obtain such additional financing by borrowing the amount
required from such external third party sources (including banks) as the Board may select on the terms as the
Board considers appropriate (an “External Borrowing”). Under such circumstances, the Shareholders shall
actively advise, assist and co-operate with the Company in its efforts to obtain the External Borrowing;

(j)

the Company may also obtain additional financing by way of Shareholder Loans in the event that the Board
determines Shareholder Loans are the best course of action. Under such circumstances, the Shareholders shall
have the option (but shall not be obligated) to provide the Shareholder Loans in proportion to their respective
Equity Interests. If a Shareholder elects not to inject part or all of its portion of additional Shareholder Loans, the
other Shareholder may choose to fund the shortfall by way of additional Shareholder Loans. It is expressly
agreed that Swire shall not be obligated to inject any Shareholder Loans if the additional financing is for
purposes not contemplated by, or consistent with, the mutually agreed Business Plan or if it exceeds the Cap; and

(k)

to the extent that any additional Shareholder Loans to be made pursuant toClause 20.2(b) (whether by both
Shareholders or by one Shareholder only) will fall outside the total investment level limits prescribed by PRC
law, the Shareholders will cause sufficient portion of the existing Shareholder Loans in the Applicable
Percentages to be converted to registered capital of the Company so as to allow such relevant additional
Shareholder Loans to be made within the legal total investment level limits. Any conversion of the existing
Shareholder Loans to registered capital of the Company shall not result in any dilution of Equity Interest held by
each Shareholder.
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20.3

Except as provided in Clause 7A.4, all Shareholder Loans shall be subject to the interest rate per annum determined
based on the benchmark rate for RMB loans for a comparable term of years as prescribed from time to time by the
People’s Bank of China.

20.4

The Company may repay certain Shareholder Loans to the Shareholders prior to the Option Completion Date to the
extent that the Shareholders mutually agree there is a cash surplus to the business funding requirements forecast set out
in the mutually agreed revised Business Plan for the period from 1 January 2017 to 31 December 2018, and the
Shareholders agree in writing on the amount and timing of such repayment of Shareholder Loans. For the avoidance of
doubt, the future funding provisions in Clause 20 will continue to apply in respect of any business funding requirements
which arise after (i) the repayment of Shareholder Loans in accordance with this Clause 20.4 and (ii) 31 December 2018.

21.

EXCLUDED
ITEMS

21.1

In this Agreement, “Excluded
means:

Item(s)”

(a)

[**] that the Company [**] but which items the Shareholders have unanimously agreed should not have any
impact on the calculation of the Option Price and are specifically identified as “Excluded Item(s)” in the
Business Plan; or

(b)

[**] has proposed that the Company [**]
which:
(i)

[**] as being beneficial for the Company’s long-term growth and which [**] as being [**] as a
[**];

(ii)

constitute a Reserved Matter specified in paragraph 5 of Section I of Part B of Schedule 4;
and

(iii)

have not been consented to [**] in accordance with Clause
9.1.

For the purposes of illustration only, a non-exhaustive list of examples of matters which might be considered to be
Excluded Items is attached as Schedule 9.
Notwithstanding that a decision may constitute a Reserved Matter, the parties agree that the Company may proceed with
Excluded Item(s) on condition that [**] shall be solely responsible for [**] through a [**]. Where [**] elects to [**], such
[**] shall in accordance with Clause 22.23 be excluded from calculation of any [**] used in computing [**] for
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purposes of determining the amount of the Option Price, and therefore shall not impact the payment of the Option Price
payable [**] (as the case may be).
21.2

For the avoidance of doubt, it is the intention of the parties that the [**] are accounted for through an adjustment to [**],
and therefore, they should have no [**] on [**]. A worked example is set out in Schedule 8 to illustrate the intention of
the parties.

22.

OPTIONS
Call Options

22.1

In consideration of the grant of the Put Options, and subject always to Clause
22.8:
(h)

Swire grants to CS Hong Kong an option to purchase the WOFE Option Equity Interests on the terms of this
Agreement (the “WOFE Call Option”); and

(i)

Swire Resources grants to CS Hong Kong an option to purchase the Swire Option Shares on the terms of this
Agreement (the “Columbia HK Option”).

22.2

CS Hong Kong may, at its absolute discretion, choose to exercise either the WOFE Call Option or the Columbia HK
Option, but may not exercise both. Either Call Option may be exercised by CS Hong Kong giving a Call Option
Exercise Notice to Swire. No Call Option Exercise Notice shall be effective at any time prior to 1 January 2019 except
in accordance with Clause 23. Save and except as provided in Clause 22.16, notice must be given at least [**] prior to
the Call Option exercise.

22.3

Each Call Option may only be exercised in respect of all (and not some only) of the shares/equity interest/securities to
which it relates.

Put Options
22.4

In consideration of the grant of the Call Options and subject always to Clause
22.8:
(a)

CS Hong Kong grants to Swire an option to require CS Hong Kong to purchase all of the WOFE Option Equity
Interests on the terms of this Agreement (the “WOFE Put Option”); and

(b)

CS Hong Kong grants to Swire Resources an option to require CS Hong Kong to purchase all of the Swire
Option Shares on the terms of this Agreement (the “Swire Put Option”).

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

73

22.5

CS Hong Kong may, at its absolute discretion, choose whether the WOFE Put Option or the Swire Put Option is
exercised. Prior to exercising either Put Option and subject to Clause 22.16, Swire or Swire Resources (as appropriate)
shall notify CS Hong Kong at least [**] in advance of its intention to do so and CS Hong Kong shall, within 20 Business
Days of receipt of such notice, notify Swire and Swire Resources which of the Put Options is to be exercised, following
which Swire or Swire Resources (as appropriate) shall issue an appropriate Put Option Exercise Notice.

22.6

Subject to Clause 22.5, either Put Option may be exercised by the Relevant Vendor giving an Exercise Notice to CS
Hong Kong. No Put Option Exercise Notice shall be effective prior to 1 January 2019 except in accordance with Clause
23.

22.7

As regards each Put Option it may only be exercised in respect of all (and not some only) of the shares/equity
interest/securities to which it relates.

Effect of exercise of Options
22.8

When any Option is exercised and the process of exercising is completed, resulting in the desired transfer of Shares or
Equity Interest, as the case may be, the other Options shall, subject only to Clause 22.9 and Clause 22.16, immediately
lapse.

22.9

Once given, an Exercise Notice may not be revoked without the written consent of CS Hong Kong and Swire. If an
Exercise Notice is revoked in accordance with this Clause then all the Options shall persist as if the revoked Exercise
Notice had never been served.

22.10

Exercise of any Option shall
oblige:

22.11

(a)

the Relevant Vendor to sell and CS Hong Kong to purchase the Relevant Option Equity Interests or the Relevant
Option Shares, as the case maybe, at the Option Price on the basis set out in Clause 22.11; and

(b)

the Relevant Vendor and CS Hong Kong to complete the sale and purchase of the Relevant Option Equity
Interests in accordance with Clauses 22.17 to 22.19 inclusive or the Relevant Option Shares in accordance with
Clause 22.20 to Clause 22.21 inclusive, as the case maybe.

The Relevant Option Equity Interests or the Relevant Option Shares, as the case maybe, shall be sold free from
Encumbrances and together with all rights, titles, benefits and interest
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attaching to them as at the Option Completion Date (including the right to receive all dividends or distributions declared,
made or paid on or after the Option

Completion Date).
22.12

On the Option Completion
Date:
(a)

(b)

in the case
Completion:

of

Offshore

Option

(i)

the shareholder loans owing by Swire to Swire Resources (if any) as of the date of the Offshore Option
Completion shall be assigned by Swire Resources to CS Hong Kong at the consideration equal to the
amount of such shareholder loans; and

(ii)

Swire Resources (as assignor) and CS Hong Kong (as assignee) shall enter into an assignment in the
Agreed Form (“Assignment of Swire Shareholder Loan”) accordingly.

in the case
Completion:

of

Onshore

Option

(i)

all outstanding Shareholder Loans owing to Swire shall be paid in full to Swire;
and

(ii)

to the extent that any Shareholder Loans owing to Swire has not been repaid by Onshore Option
Completion, the amount of such outstanding Shareholder Loans (“Shareholder Loan Amount”) shall
be added to the Provisional Option Price.

Exercise of the WOFE Call Option or WOFE Put Option
22.13

In the event that CS Hong Kong elects to exercise the WOFE Call Option or WOFE Put Option, CS Hong Kong and
Swire agree to enter into the Equity Interest Transfer Agreement in the Agreed Form in respect of the Relevant Option
Equity Interests (“Equity Interest Transfer Agreement”) on the same day following [**] in accordance with Clauses
19.1 and 19.2.
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22.14

On the date of execution of the Equity Interest Transfer Agreement, CS Hong Kong shall pay the Shareholder Loan
Amount (if applicable) and the Provisional Option Price into (a) an escrow account with an independent escrow agent
(“Escrow Account”) or (b) an account jointly controlled by Swire and CS Hong Kong where the withdrawal or transfer
of any funds held therein requires the authorisation of both Swire and CS Hong Kong (“Joint Account”) pending the
Onshore Option Completion.

22.15

CS Hong Kong and Swire agree that the Equity Interest Transfer Agreement shall be terminated in the event that the
conditions precedent to closing set forth in the Equity Interest Transfer Agreement (“Onshore Closing Conditions”)
have not been fulfilled or waived within 3 months from the date of execution of the Equity Interest Transfer Agreement.

22.16

If the Equity Interest Transfer Agreement is terminated in accordance with Clause 22.15 or otherwise pursuant to the
terms of the Equity Interest Transfer Agreement, CS Hong Kong undertakes to exercise the Columbia HK Option by CS
Hong Kong serving the Call Option Exercise Notice to Swire on the day of termination of the Equity Interest Transfer
Agreement. Under such circumstances, the [**] notice requirement set out in Clause 22.2 shall not be applicable and
Swire and CS Hong Kong shall proceed to Offshore Option Completion on the earliest date following the termination of
the Equity Interest Transfer Agreement that is the first Business Day of a fiscal quarter falling after 31 December 2018
or on such other date as CS Hong Kong and Swire Resources may agree. The foregoing undertaking by CS Hong Kong
to exercise the Columbia HK Option shall not in any way prejudice or limit the right of Swire Resources to exercise the
Swire Put Option if CS Hong Kong breaches the foregoing undertaking. If Swire Resources exercises the Swire Put
Option under such circumstances, the notice requirements set out in Clause 22.5 shall not be applicable and Swire
Resources and CS Hong Kong shall proceed to Offshore Option Completion on the earliest date following the
termination of the Equity Interest Transfer Agreement that is the first Business Day of a fiscal quarter falling after 31
December 2018 or on such other date as CS Hong Kong and Swire Resources may agree after Swire Resources notifies
CS Hong Kong of its intention to exercise the Swire Put Option by serving CS Hong Kong the Put Option Notice.

Offshore Option Completion
22.17

Subject to the (a) [**] notice requirement stated in Clause 22.2 or Clause 22.5 (as the case may be) and (b) Clause 22.16,
Offshore Option Completion shall take place at CS Hong Kong's registered office on the date that is the first Business
Day of a fiscal quarter falling after 31 December 2018 or on such other date as CS Hong Kong and Swire Resources
may
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agree. By way of example, if an Exercise Notice is given on [**], Offshore Option Completion shall take place on [**]. If
the date of the Exercise Notice falls in the month of [**], then the earliest effective date for Offshore Option Completion
would be [**].
22.18

At
Offshore
Completion:
(a)

(b)

Option

Swire Resources shall deliver to CS Hong Kong (or as CS Hong Kong may
direct):
(i)

a transfer or transfers and sold note in respect of the Relevant Option Shares duly completed and
executed in favour of CS Hong Kong (or as it may direct);

(ii)

share certificate(s) in respect of the Relevant Option Shares (or an indemnity in a form reasonably
acceptable to CS Hong Kong in the case of any certificates found to be missing);

(iii)

if required, a waiver of any applicable rights of pre-emption, duly signed by or on behalf of all persons
holding such rights;

(iv)

all the statutory and other books and records (including audited reports and other financial records) duly
written up to the date of the Offshore Option Completion of Swire and its certificates of incorporation,
current business registration certificate(s), company chop, common seals, cancelled and blank share
certificates, registers, past filings and registrations and any other papers and documents of Swire in the
possession or control of Swire Resources or Swire;

(v)

the Swire Option Shares Transfer Agreement in respect of the Swire Option Shares duly executed by
Swire Resources (as transferor);

(vi)

the Assignment of Swire Shareholder Loan duly executed by Swire Resources (as assignor), and
acknowledged by Swire;

(vii)

any other documents as reasonably requested by CS Hong Kong to complete the transfer under the
Offshore Option Completion and to perfect its title to the Relevant Option Shares;

Swire Resources shall procure
that:
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(c)

22.19

(i)

each director and company secretary of Swire resigns his/her respective office with effect from
Offshore Option Completion and all necessary filings and registration be made in accordance with the
Companies Ordinance;

(ii)

the registered office of Swire be changed to such address as designated by CS Hong Kong and all
necessary filings and registration be made in accordance with the Companies Ordinance; and

(iii)

each such resignation referred to in Clause 22.18(b)(i) takes effect without any liability on the part of
Swire for compensation for loss of office and is accompanied by an acknowledgment by each such
director and company secretary executed as a deed that he has no claim of any kind against Swire.

against compliance by Swire Resources with its obligations under paragraphs (a) and (b) above, CS Hong Kong
shall (i) cause the Provisional Option Price to be paid by banker’s draft and (ii) deliver to Swire Resources the
Swire Option Shares Transfer Agreement duly signed by CS Hong Kong (as transferee) and the Assignment of
Swire Shareholder Loan duly executed by CS Hong Kong (as assignee).

Swire Resources and CS Hong Kong shall procure that, the transfer(s) of the Relevant Option Shares referred to in
Clause 22.18 shall be approved and the Swire Option Shares Transfer Agreement shall be submitted to the PRC Tax
Bureau or the Hong Kong Stamp Duty office (as appropriate) for assessment of payable PRC stamp duty and/or tax or
Hong Kong stamp duty (as appropriate)) and the transferee(s) shall be entered in the register of members of Swire as the
holder(s) of the Relevant Option Shares.

Onshore Option Completion
22.20

Subject to the fulfilment and/or waiver of the Onshore Closing Conditions pursuant to the terms of the Equity Interest
Transfer Agreement, the transfer of the Relevant Equity Interests and payment of the Provisional Option Price (including
where applicable, the Shareholder Loan Amount) shall be completed at CS Hong Kong’s registered office or at such
other place as CS Hong Kong and Swire may agree in writing on the fifth Business Day following fulfilment and/or
waiver of the Onshore Closing Conditions or on such other date as may be agreed in writing by CS Hong Kong and
Swire.
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22.21

At
Onshore
Completion:
(a)

(b)

Option

Swire shall deliver to CS Hong Kong (or as CS Hong Kong may
direct):
(i)

Capital Contribution Certificate(s) in respect of the Relevant Option Equity Interests (or an indemnity in
a form reasonably acceptable to CS Hong Kong in the case of any certificates found to be missing);

(ii)

any other documents as reasonably requested by CS Hong Kong to complete the transfer under the
Onshore Option Completion and to perfect its title to the Relevant Option Equity Interests;

Swire
that:

shall

(i)

each Director, Supervisor and Management personnel nominated by it resigns his/her office with effect
from Onshore Option Completion; and

(ii)

each such resignation referred to in Clause 22.21(b)(i) takes effect without any liability on the part of the
Company for compensation for loss of office and is accompanied by an acknowledgment by each such
Director, Supervisor and Management personnel executed as a letter of confirmation that he has no
claim of any kind against the Company.

procure

(c)

Swire and CS Hong Kong shall jointly seek release of the funds held in the Escrow Account or Joint Account;
and

(d)

against compliance by Swire with its obligations under Clause 22.21(a), Clause 22.21(b) and 22.21(c) above, CS
Hong Kong shall cause the Shareholder Loan Amount (if applicable) and the Provisional Option Price (in each
case together with any accrued interest held in the Escrow Account or Joint Account) to be paid to Swire by
banker’s draft.

Option Price
22.22

The aggregate price to be paid for the Relevant Option Equity Interests or the Relevant Option Shares (the “Option
Price”) shall be the aggregate of (i) the Provisional Option Price, (ii) the Completion Accounts Adjustment and (iii) the
Excluded Items Adjustment,
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calculated and agreed or determined in accordance with the provisions of Clause 22.23 and Schedule 5.
22.23

( a ) Provisional Option
Price
The Provisional Option Price means an amount equal to [**]. All parties shall comply with their
respective obligations set out in Part 1 of Schedule 5.
(a)

Completion
Accounts
CS Hong Kong will procure that Completion Accounts are prepared after the Option Completion in
accordance with the provisions of Part 2 of Schedule 5. All parties shall comply with their respective obligations
set out in Part 2 of Schedule 5.

(b)

Adjustment to Option Price and Final
Payment
Within 10 Business Days after agreement or determination of the Completion Accounts in accordance
with Clause 22.23(b):
(i)

if the aggregate of the Completion Accounts Adjustment and the Excluded Items Adjustment is a
positive figure, the Option Price shall be increased by such amount, which shall be paid by CS Hong
Kong to the Relevant Vendor; and

(ii)

if the aggregate of the Completion Accounts Adjustment and the Excluded Items Adjustment is a
negative figure, the Option Price shall be reduced by such amount, which shall be paid by the Relevant
Vendor to CS Hong Kong.

Any payment to be made under this Clause 22.23(c) will be made by banker’s draft or electronic funds
transfer to such bank account as the relevant party shall notify to the other for this purpose or by such other
method as CS Hong Kong and the Relevant Vendor may agree in writing.
For the purposes of this Agreement:
“Completion Accounts Adjustment ” means the Completion Accounts Payment Amount or the Completion
Accounts Refund Amount, as applicable, which is a part of the Option Price;
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“Completion Accounts Payment Amount” means Swire’s Applicable Percentage of the amount by which the
[**] is higher than the [**];
“Completion Accounts Refund Amount” means Swire’s Applicable Percentage of the amount by which the
[**] is higher than the [**] (to be expressed as a negative figure);
“[**]” means the [**] as at the Option Completion Accounts Date;
“Excluded Items Adjustment” means the Excluded Item Payment Amount or the Excluded Item Refund
Amount, as applicable, which is a part of the Option Price;
“Excluded Item Amount” means:
(1)

in relation to those Excluded Items which are deductible under PRC tax rules, an amount equal to X
where
X = A x (1 - B%)
A = an amount equal to [**]; and
B = an amount expressed as a percentage equal to [**]; and

(2)

in relation to those [**], an amount equal to
[**];

“Excluded Item Payment Amount” means Swire’s Applicable Percentage of the Excluded Item Amount to the
extent that it has reduced the [**]; and
“Excluded Item Refund Amount” means Swire’s Applicable Percentage of the Excluded Item Amount to the
extent that it has increased the [**] (to be expressed as a negative figure).
(c)

Reasons for determination of Option Price based on
[**]
The determination of the Option Price by reference to, among other things, the [**] has taken into consideration
the following factors:
(i)

Swire Shanghai enjoyed a successful working relationship with CSC in growing the SRT Columbia
Business since year 2005;
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(ii)

The Old Columbia Distribution Agreements will expire on [**] and will not be renewed, and hence
Swire Shanghai will not be able to distribute the Columbia Branded Products after [**]; and

(iii)

The joint venture between CS Hong Kong and Swire to carry on the Business pursuant to the terms of
this Agreement enables Swire to enjoy the Applicable Percentage of the financial results of the Business
for at least five (5) years (i.e. from 1 January 2014 to 31 December 2018, during which no Exercise
Notice shall become effective).

22.24

A worked example is set out in Schedule 8 which aims to illustrate the intention of the parties concerning the payment of
dividends, Excluded Items and their impact on the Option Price.

22.25

In the case of completion of an Option, CS Hong Kong and the Relevant Vendor shall each be responsible for half of the
amount of the PRC stamp duty or the Hong Kong stamp duty (as the case may be) payable on the transfer of the
Relevant Option Equity Interests or the Relevant Option Shares (as the case may be).

22.26

Protection
Swire

of

CS Hong Kong undertakes and agrees with Swire that between the Exercise Date and the Option Completion Date it shall
not, and shall procure that the Company shall not:
(a)

do anything to artificially reduce or distort the amount of the [**] [**] including without limitation intentionally
[**]; and

(b)

operate the business of the Company outside the agreed scope and budgets provided in the Business
Plan.

Protection of CS Hong Kong
22.27

Swire and Swire Resources jointly and severally undertake to CS Hong
Kong:
(a)

that Swire is at the date hereof and at all times prior to and at Offshore Option Completion will be, a holding
company with no assets or liabilities other than its holding of Equity Interests;
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(b)

that, upon Option Completion, CS Hong Kong will become the beneficial owner of all of Swire's interest in the
Company;

(c)

to indemnify and keep indemnified CS Hong Kong in respect of any Losses suffered by CS Hong Kong or any
member of its Group arising out of or in connection with any breach of the undertakings given in Clauses
22.27(a) and/or (b) above;

(d)

that at all times between the date hereof and Offshore Option
Completion:

(e)

22.28

(i)

CS Hong Kong shall be provided on request with access to such books and records of Swire as CS Hong
Kong may from time to time reasonably require; and

(ii)

CS Hong Kong shall be given at least 5 Business Days' notice of each meeting of the directors of Swire
(or any committee thereof) and [**];

(iii)

Swire shall have promptly submitted all necessary filings and registrations to the Hong Kong authorities
in accordance with the laws of Hong Kong including but not limited to the filing of annual returns and
tax returns. It shall also ensure its financial accounts are made up to date and that audited financials are
prepared and finalized in accordance with the Companies Ordinance;

that, save with the prior written consent of CS Hong
Kong:
(i)

no change shall be made to the Articles of Association or other constitutional documents of Swire;
and

(ii)

no change shall be made to the issued share capital of
Swire.

Swire Resources undertakes to CS Hong Kong that it will not at any time prior to Offshore Option
Completion:
(a)

sell, assign, transfer or otherwise dispose of, or grant any option over, any of the Swire Option Shares or any
interest in any of the Swire Option Shares;

(b)

create or allow to arise or permit to subsist any Encumbrance over any of the Swire Option Shares or any interest
in any of the Swire Option Shares; or
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(c)

fail to comply with any material relevant PRC and Hong Kong laws and
regulations.

22.29

For the avoidance of doubt and without any limitation to the generality thereof, Clause 35 shall apply to the operation,
exercise and completion of the Options under Clause 22 and, in particular, the transfer to and vesting in CS Hong Kong
of all relevant rights, title and interests in the Relevant Option Equity Interests.

22.30

Swire and CS Hong Kong agree
that:

22.31

(a)

if a third party valuation is required for purposes of complying with tax reporting, filing and payment obligations
related to the transfer of a Relevant Option Equity Interests or Relevant Option Shares, as the case may be, then
Swire and CS Hong Kong will select a reputable third party valuation firm and cooperate in good faith to ensure
the accuracy and timeliness of the firm’s valuation so as to facilitate the timely and proper fulfillment of such
obligations; and

(b)

they will each act in good faith to keep the other parties informed of the status of tax filings submitted and final
tax assessments submitted or received arising from the transfer of a Relevant Option Equity Interests or Relevant
Option Shares, as the case may be.

In connection with any tax reporting, tax valuation, filing and payment obligations arising under Hong Kong and PRC
law following completion of a transfer effected under the Relevant Option Equity Interests or Relevant Option Shares, as
the case may be, in addition to the other obligations set forth in this Clause 22, Swire and Swire Resources, jointly and
severally undertake that the Relevant Vendor will timely act as follows:
(a)

subject to Clause 22.25, pay the taxes due on the direct or indirect disposal of its interest in Swire and/or the
Company, as the case may be, stamp duties arising under PRC law and Hong Kong law, and other fees,
assessments, expenses or taxes for which it is responsible to pay as the vendor under relevant PRC and Hong
Kong laws and regulations;

(b)

use the Option Price in fulfilling the Relevant Vendor’s tax reporting and payment
obligations;

(c)

where the relevant tax authorities determine that the valuation of the transfer effected in accordance with
subparagraphs (a) and (b) of this Clause 22.31 should be higher

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

84

than that reported by the Relevant Vendor, the Relevant Vendor will have the sole obligation to pay the taxes
imposed in respect of the disposition of the Relevant Option Equity Interests or Relevant Option Shares, as the
case may be, as a result of such higher valuation.
22.32

In a situation where following exercise of the Option, CS Hong Kong becomes the owner of Swire and it seeks to
procure that a subsequent transfer is made by Swire of its Equity Interest in the Company either to CS Hong Kong or an
Affiliate of CS Hong Kong, CS Hong Kong shall endeavour to submit all application documents to the relevant
Examination and Approval Authority in respect of such transfer as soon as reasonably practicable, but no later than 30
calendar days from the day the Relevant Option Shares was transferred by Swire Resources to it.

22.33

In connection with any tax reporting, tax valuation, filing and payment obligations arising under Hong Kong and/or PRC
law following exercise of any of the Call Options or Put Options, in respect of (a) a transfer by Swire Resources to CS
Hong Kong of the equity interest in Swire or a transfer by Swire of its Equity Interest, and (b) following such exercise,
in the case where CS Hong Kong becomes the owner of Swire, the subsequent transfer by Swire of its Equity Interest to
CS Hong Kong or another CSC designee, each of CS Hong Kong and Swire undertakes to fulfil each of their respective
obligations:
(i)

CS Hong Kong, as direct or indirect acquirer under part (a) of Clause 22.33 to pay for stamp duties and
other fees, assessments or expenses which it is responsible to pay under relevant PRC and Hong Kong
laws and regulations, as well as to share equally with Swire/Swire Resources any potential PRC
corporate income tax or withholding income tax, assessed on any gain determined by the PRC tax
authorities following a transfer described in part (b) of Clause 22.33 above (with Swire’s/Swire
Resources’ financial obligation under the transfer in part (b) of Clause 22.33 limited to the amount of
Swire’s/Swire Resources’ tax savings on dividends from the Company to Swire as a result of applying
the concessionary withholding income tax rate charged on dividend income under the PRC-Hong Kong
Tax Arrangement (in lieu of the standard withholding tax rate)).

(ii)

it is understood that with respect to the transfer described in part (b) ofClause 22.33, CS Hong Kong
would undertake the transfer as soon as reasonably practicable but no later than 30 calendar days from
the day of
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the transfer under part (a) of Clause 22.33, and it is the Shareholders’ intention that as a result there
would be no taxable gain on the transfer.
(iii)

In addition, Swire undertakes it will and it will procure Swire Resources to comply with their respective
tax filing obligations for the transferred equities described under part (a) of Clause 22.33, and
Swire/Swire Resources intends that the valuation submitted will be based on the Option Price received
pursuant to the terms of this Agreement, provided that (A) if a third party valuation is required for the
purposes of complying with tax obligations related to the transfers under parts (a) and (b) of Clause
22.33 above, the Shareholders will agree to select a reputable third party valuation firm and cooperate in
good faith to ensure the accuracy and timeliness of the firm’s valuation, and/or (B) if the relevant tax
authorities determine that the valuation of the transfer under part (a) of Clause 22.33 should be higher
than that reported by Swire/Swire Resources, Swire/Swire Resources will have the sole obligation to pay
the taxes imposed on it as a result of that higher valuation.

22.34

The Shareholders undertake they shall in good faith keep the other party informed of the status of tax filings submitted
and final tax assessments submitted/ received arising from the transfer of equities described under parts (a) and (b) of
Clause 22.33.

23.

ACCELERATION
OPTIONS

23.1

It is an “Acceleration Event” in relation to a Shareholder
if:

OF

(a)

that Shareholder disposes of any Equity Interests in breach of this
Agreement;

(b)

being a Group Transferee, that Shareholder ceases to be a wholly-owned Subsidiary of CSC or Swire Resources
(as appropriate);

(c)

any procedure is commenced with a view to the winding-up or reorganisation of that Shareholder
unless:
(i)

the winding-up or reorganisation is for the purpose of a solvent amalgamation or reconstruction which
has been approved by all the other Shareholders (such approval not to be unreasonably withheld or
delayed); or

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

86

(ii)

the procedure is commenced by a person other than that Shareholder and the procedure is terminated or
discharged within 30 days; or

(d)

any procedure is commenced with a view to the appointment of an administrator, receiver or administrative
receiver in relation to that Shareholder or the assets (or substantially all of the assets) of that Shareholder (unless
the procedure is commenced by a person other than that Shareholder and the procedure is terminated or
discharged within 30 days); or

(e)

the assets (or substantially all of the assets) of that Shareholder are subject to attachment, sequestration,
execution or any similar process (unless that process is discontinued or discharged within 30 days; or

(f)

that Shareholder enters into a composition or arrangement with its creditors or any class of them (including a
company voluntary arrangement or a deed of arrangement); or

(g)

that Shareholder is unable to pay its debts as they fall due for the purposes of the Companies Ordinance;
or

(h)

that Shareholder ceases or threatens to cease to carry on its business or substantially all of its business, other than
for the purpose of a solvent amalgamation or reconstruction which has been approved by all the other
Shareholders (such approval not to be unreasonably withheld or delayed);

(i)

any of the matters specified in paragraphs (c) to (h) above occurs in relation to any holding company of that
Shareholder; or

(j)

any matter analogous to any of the matters specified in paragraphs (c) to (h) above occurs in relation to that
Shareholder or any holding company of that Shareholder in any jurisdiction in which that Shareholder or any
holding company of that Shareholder carries on business; or

(k)

that Shareholder commits a material breach of any provision of this Agreement or any other Transaction
Document and either:
(i)

the breach is not capable of being remedied;
or
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(ii)

23.2

the breach has not been remedied to the reasonable satisfaction of the other Shareholders within 20
Business Days after being given notice by the other Shareholders requiring it to remedy that breach.

If an Acceleration Event occurs in relation to a Shareholder (the “Defaulting
Shareholder”):
(a)

Where the matter in question involves either an action or decision being taken in respect
of:
(i)

any Reserved Matter listed in Part A of Schedule 4 or paragraph 3 of Section II of Part B of Schedule 4
without the prior approval [**]; or

(ii)

any failure by [**] to make capital contributions or Shareholder Loans to the Company in accordance
with Clause 7A.1,

then the Put Options shall become exercisable immediately at [**] Option Price;
(b)

Where the matter in question involves either an action or decision being taken in respect
of:
(i)

a Reserved Matter listed in Part A of Schedule 4 or paragraph 3 of Section II of Part B of Schedule 4
without the prior approval of [**]; or

(ii)

any failure by [**] to make capital contributions or Shareholder Loans to the Company in accordance
with Clause 7A.1,

then the Call Options shall become exercisable immediately at [**] Option Price; and
(c)

For any
Event,

other

Acceleration

(i)

if the Defaulting Shareholder is CS Hong Kong or a Group Transferee of CS Hong Kong then the Put
Options shall become exercisable immediately at [**]; and

(ii)

if the Defaulting Shareholder is Swire or a Group Transferee of Swire then the Call Options shall
become exercisable immediately at [**].
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23.3

The provisions of Clause 22 shall apply to any exercise of an Option following an Acceleration Event save for any
requirement that an Exercise Notice is not given before a particular time.

23.4

Nothing in this Clause 23 shall affect a party's right to claim damages or to seek the remedies of injunction, specific
performance and other equitable relief for any breach of any provision of this Agreement or any other Transaction
Document.

24.

INCREASE
CAPITAL

24.1

No new Equity Interest shall be granted to any person who is not a party to this Agreement without the prior unanimous
approval by the Shareholders. It shall be a condition of the grant of any new Equity Interest to any person who is not a
party to this Agreement that such person enters into a Deed of Adherence and no such person shall be entered in the
register of members of the Company as the holder of any new Equity Interest until that person has entered into a Deed of
Adherence.

24.2

Any increase or reduction in the registered capital of the Company shall be subject to the unanimous approval by the
Shareholders and must be submitted to the competent Examination and Approval Authority for approval. Upon such
approval, the Company shall register such increase or reduction with the competent SAIC.

25.

EQUITY
INTEREST
RESTRICTION

25.1

No Shareholder shall dispose of any Equity Interest
unless:

OR

REDUCTION

OF

REGISTERED

TRANSFER

(a)

the Disposal comprises the transfer of the entire legal and beneficial interest in the registered capital;
and

(b)

such
transfer
made:

is

(iii)

pursuant
hereof;

to Clauses 22

and 25

(iv)

pursuant
hereof;

to Clauses 23

and 25

(v)

pursuant to Clause 26 hereof;
or

(vi)

with the written
Shareholder.

consent

of

the

other
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25.2

Notwithstanding any other provision of this Agreement, no Equity Interest shall be transferred unless all Equity Interests
held by the transferor is transferred at the same time to the same transferee.

26.

TRANSFERS
GROUP

26.1

Subject to the terms of this Clause 26, a Shareholder (the “Selling Party”) may transfer all (but not less than all) of the
Equity Interest held by it to a wholly-owned Subsidiary of CSC (where the Selling Party is CS Hong Kong) or a whollyowned Subsidiary of Swire Resources (where the Selling Party is Swire).

26.2

A Shareholder proposing to transfer Equity Interest pursuant to Clause 26.1
shall:

WITHIN

A

(a)

give prior notice of the proposed transfer to the Company and the other Shareholder (the “Non-Selling Party”);
and

(b)

provide to the Company such information and evidence as the Board may reasonably request for the purpose of
determining whether the proposed transferee is a company to which Equity Interest may be transferred pursuant
to Clause 26.1.

26.3

Except in a case where the transferee is the Original Transferor, no transfer of Equity Interest may be made pursuant to
Clause 26.1 unless the transferee shall first have entered into a Deed of Adherence.

26.4

A Group Transferee shall, before it ceases to be a wholly-owned Subsidiary of CSC or Swire Resources (as appropriate),
transfer all the Equity Interest held by it to the Original Transferor or, if the transferee shall first have entered into a Deed
of Adherence, to another company being a wholly-owned Subsidiary of CSC or Swire Resources (as appropriate).

26.5

Each Selling Party shall procure that its Group Transferees shall comply with all the terms of this Agreement which are
applicable to a Shareholder.

26.6

The Non-Selling
shall:
(a)

Party

procure that each Director appointed by it will either attend a meeting of the Board and vote in favor of a Board
resolution or sign a written resolution approving the transfer of the interest in the registered capital of the
Company from the other Shareholder to Group Transferee;
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(b)

sign a letter of declaration and waive its right of first refusal in respect of the interest in the registered capital of
the Company to be transferred from the other Shareholder to the Group Transferee under the Company Law;

(c)

agree in a document executed by the Shareholders to amend this Agreement and the Articles to reflect the
changes in the interests in the registered capital of the Company of the Selling Party;

(d)

procure that each Director appointed by it shall co-operate in the obtaining of all necessary approvals of the
Examination and Approval Authority for the transfer of the Equity Interests of the Company and the changes in
the Selling Party’s interests in the registered capital of the Company; and

(e)

procure that each director appointed by it shall provide all other assistance as may be required to implement the
transfer within a Group pursuant to this Clause 26.

27.

PROTECTION
BUSINESS

OF

THE

27.1

Swire undertakes to CS Hong Kong and the Company that Swire will, and that Swire will procure that the Swire Pacific
Group will, for so long as Swire or any member of its Group holds any Equity Interests, (i) refrain from [**] as listed on
Schedule 10, which are [**], without CS Hong Kong’s express written consent (which consent shall not be unreasonably
withheld or delayed), with the exception of [**] and (ii) not directly or indirectly assist [**].

27.2

Each Shareholder undertakes with each other Shareholder and the Company that it will not, and that it will procure that
none of its Affiliates will, either alone or in conjunction with or on behalf of any other person and whether for its own
benefit or that of any other person for so long as it or any member of its Group holds any Equity Interests and during the
period of [**] after it and all members of its Group cease to hold any Equity Interests, [**] save for (i) any [**] by the
other Shareholder or its Affiliates or by the Company or (ii) [**] of the other Shareholder or its Affiliates or of the
Company for more than [**] provided [**] of a Shareholder or its Affiliates or of the Company in [**] Shareholder or
its Affiliates. Swire shall procure that [**] shall (i) comply with this Clause 27.2 and (ii) not directly or indirectly assist
any other party to [**] in contravention of this Clause 27.2.

27.3

The restriction contained in Clause 27.1 shall not prevent Swire [**] from being interested in shares in a company if
such shares are listed or traded on a recognised stock exchange.
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27.4

Each of the restrictions contained in Clause 27.2 shall be construed as a separate and independent undertaking and, if
one or more of the restrictions is held to be void or found to be unenforceable, the validity and enforceability of the
remaining undertakings shall not be affected.

27.5

Each Shareholder agrees that the restrictions contained in Clauses 27.1 and 27.2 are no greater than are reasonable and
necessary for the protection of the interests of the other Shareholders and the Company but, if any such restriction shall
be held to be void or found to be unenforceable but would be valid and enforceable if deleted in part or reduced in
application, the restriction shall apply with such deletion or modification as may be necessary to make it valid and
enforceable.

28.

CONFIDENTIAL
INFORMATION

28.1

Subject to Clauses 28.2 and 28.3, each Shareholder and Swire Resources shall, and Swire shall procure Swire Shanghai
shall:
(a)

keep private
information:

and

confidential

the

following

(i)

any information which relates to the contents of this Agreement or any other Transaction Document or
any of the matters dealt with in this Agreement or any other Transaction Document;

(ii)

any information which that Shareholder or any of its Affiliates may have or acquire (whether before or
after the date of this Agreement) and which concerns the Business or the affairs of the Company; and

(iii)

any information which that Shareholder or any of its Affiliates may have or acquire (whether before or
after the date of this Agreement) as a result of the negotiations leading to this Agreement or any other
Transaction Document or the carrying into effect or performance of this Agreement or any other
Transaction Document or through being an investor in the Company and which relates to the business,
assets or affairs of any other Shareholder or any of its Affiliates,

(all such information being “Confidential Information”);
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28.2

(b)

not disclose any Confidential Information to any person unless disclosure is expressly permitted under this
Agreement;

(c)

not use any Confidential Information for any purpose whatsoever other than for the purpose of managing and
monitoring its investment in the Company; and

(d)

not share any Confidential Information with any related parties that are not deemed to be its Affiliates for the
purposes of this Agreement.

Clause 28.1 does not prohibit a Shareholder or an Affiliate of it from disclosing Confidential
Information:
(a)

if and to the extent that the information has become publicly available (otherwise than as a result of a breach of
this Agreement); or

(b)

if and to the extent that that Shareholder or Affiliate is subject to a requirement to do so imposed
by:

(c)

28.3

(i)

law or any court of competent jurisdiction;
or

(ii)

any securities exchange or regulatory or governmental body or authority (whether or not the requirement
has the force of law); or

to any taxation authority if and to the extent that disclosure of the information is reasonably required for the
purposes of the tax affairs of that Shareholder or its Affiliate.

Notwithstanding Clause 28.1, a Shareholder may disclose Confidential Information to any director, officer, employee or
professional adviser of that Shareholder or any of its Affiliates who, in the reasonable opinion of that Shareholder, needs
to have access to the information for a purpose reasonably incidental to the Shareholder's investment in the Company
provided that the Shareholder:
(a)

informs each person to whom it proposes to disclose Confidential Information that such information is
confidential and is subject to the obligations of confidentiality set out in this Clause 28; and
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(b)

procures that each such person complies with the terms of this Clause 28 as if he were himself a party to this
Agreement and subject to the same obligations as the Shareholder.

28.4

The provisions of this Clause 28 shall continue to apply without limit in time and, in particular, shall continue to apply
notwithstanding any termination of this Agreement pursuant to Clause 30.1.

28.5

This Clause 28 shall be without prejudice to the confidentiality provisions set out in Clause 15 of the memorandum of
understanding made between Swire Resources, Swire Shanghai and CSC in March 2012 which shall continue in full
force and effect notwithstanding this Clause.

29.

ANNOUNCEMENTS

29.1

Subject to Clause 29.2, each Shareholder undertakes to each other Shareholder that it will not, and that it will procure
that none of its Affiliates will, make, or permit or authorise the making of, any announcement or statement at any time
after the date hereof concerning:
(d)

this Agreement or any other Transaction Document or any of the matters dealt with in this Agreement or any
other Transaction Document; or

(e)

the Business or the affairs of the
Company,

without the prior written approval of each other Shareholder such approval not to be unreasonably withheld or delayed.
29.2

A Shareholder or an Affiliate of it may make a public announcement which would otherwise be prohibited byClause
29.1 if that Shareholder or its Affiliate is subject to a requirement to do so imposed by:
(c)

law or any court of competent jurisdiction;
or

(d)

any securities exchange or any regulatory or governmental body or authority (whether or not the requirement has
the force of law),
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but, in such circumstances, the Shareholder which (or whose Affiliate) is subject to such requirement shall, so far as
reasonably practicable, consult the other Shareholders on the form, content and timing of the announcement before it is
made.
29.3

The provisions of this Clause 29 shall continue to apply without limit in time and, in particular, shall continue to apply
notwithstanding any termination of this Agreement pursuant to Clause 30.1.

30.

TERMINATION

30.1

The business term of the Company (“Term”) shall be twenty (20) years, commencing on the First Business License
Issuance Date.

30.2

If the Shareholders unanimously approve the extension of the Term, the Company shall submit an application to the
Examination and Approval Authority for approval no less than 6 months prior to the expiry of the Term.

30.3

Subject
30.4:
(a)

(b)

30.4

to Clause

this Agreement shall terminate
if:
(i)

all the Equity Interests then remaining in issue become held by the same person (or members of its
Group); or

(ii)

an effective resolution is passed or a binding order is made for the winding-up of the
Company;

(iii)

the Company is dissolved in accordance with Clause 30.5 below;
and

this Agreement shall terminate in relation to any Shareholder if that Shareholder (and all members of its Group)
cease to hold any Equity Interests.

The provisions of this Clause 30 and Clauses 1 (Definitions and Interpretation), 27 (Protection of the Business) , 28
(Confidential Information) , 29 (Announcements), 31 (Costs) , 34 (Entire Agreement) , 37 (Assignment) , 38 (No
Partnership or Agency), 39 (Variation), 40 (Waivers and Remedies ), 41 (Invalidity), 44 (Notices), 46 (Indemnification),
47 (Governing Law and Arbitration) shall remain in full force and effect in accordance with their respective terms
notwithstanding any termination of this Agreement. Nor shall any such termination
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shall affect any rights or liabilities of the Shareholders or the Company that have accrued under this Agreement prior to
such termination.
30.5

If the Shareholders apply for liquidation of the Company in accordance with Clause 3.7, 5.4, 5A.2, 6.8 or 7.4 (as the
case may be):
(a)

an emergency Board meeting shall be held as soon as practicable at which each Shareholder shall cause the
directors appointed by it to attend such Board meeting in person, by proxy or by telecommunications and to vote
in favour of an unanimous resolution regarding a plan of the dissolution of the Company (which plan shall take
into account that Swire Shanghai will continue to run the SRT Columbia Business under the Old Columbia
Distribution Agreements before and after the liquidation of the Company) or to sign a written resolution
circulated in lieu of such a meeting of the Board, as the case may be;

(b)

as soon as practicable following the Board working out the plan of the dissolution of the Company referred to in
Clause 30.5(a) above, an emergency general meeting shall be held at which each Shareholder shall attend such
general meeting in person, by proxy or by telecommunications and to vote in favour of an unanimous resolution
approving the dissolution of the Company or to sign a written resolution circulated in lieu of such a general
meeting, as the case may be; and

(c)

following such Shareholder approval of the dissolution of the Company, the Board shall submit a dissolution
application to the original Examination and Approval Authority for approval. Following such approval, such
approved dissolution application shall be registered with the SAIC. Following such registration with the SAIC,
the Company shall then be dissolved and liquidated in accordance with the relevant provisions of the Articles,
the WOFE Law and the Company Law.

31.

COSTS

31.1

Unless otherwise expressly provided in this Agreement, each Shareholder shall pay its own costs and expenses in
relation to the negotiation, preparation, execution and carrying into effect of this Agreement and the other Transaction
Documents.

31.2

The costs of and incidental to the incorporation and establishment of the Company shall be borne and paid by the
Company and the Company shall reimburse to each Original
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Shareholder any such costs which it may have properly incurred prior to the First Business License Issuance Date.
32.

WARRANTIES

32.1

Each Shareholder warrants to each other Shareholder
that:
(c)

it is a private company limited by shares duly incorporated in Hong Kong and validly existing under Hong Kong
law;

(d)

it has full power, capacity and authority to enter into, and perform its obligations under, this Agreement and any
other Transaction Document to which it is to be a party and has taken all necessary corporate action to authorise
the entry into and performance of this Agreement and any other such Transaction Document;

(e)

each obligation to be assumed by it under this Agreement and any other Transaction Document to which it is to
be party constitutes its legally valid and binding obligation enforceable against it in accordance with its terms;

(f)

the entering into of, and the performance of its obligations under, this Agreement and any other Transaction
Document to which it is to be party will not:

(g)

32.2

(i)

violate or conflict with any provision of its constitution;
or

(ii)

result in a breach of, or constitute a default under, any agreement or instrument to which it is a party or
by which it is bound; or

(iii)

violate or result in a breach of any law or regulation applicable to it or any order, judgment or decree of
any court, tribunal, governmental agency or regulatory body binding on it; and

all governmental and other consents, approvals, licences and authorisations required to enable it lawfully to enter
into, and to exercise its rights and perform its obligations under, this Agreement and any other Transaction
Document to which it is to be party have been unconditionally and irrevocably obtained and are in full force and
effect.

CS Hong Kong warrants to Swire that as of the date of this Agreement, its turnover within the territory of the PRC in the
last completed accounting year, assessed in accordance with
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the rules relating to calculation of turnover and application of the turnover thresholds set out in theMeasures on
Notification of Concentration of Undertaking of the Anti-Monopoly Bureau of the Ministry of Commerce (“Annual
Turnover Threshold ”), does not meet such thresholds and covenants that prior to consenting to the filing of the
application to form the Company, it will confirm to Swire that as of such date, whether its Annual Turnover Threshold
then meets such thresholds. In the event that CS Hong Kong’s Annual Turnover Threshold does exceed such thresholds
and accordingly the transactions contemplated under this Agreement are required to be approved by the Anti-Monopoly
Bureau of MOFCOM (“AMB”), the parties shall work together to make a joint application to the AMB and use all their
reasonable endeavours to obtain approval from the AMB. The transactions contemplated under this Agreement will be
carried out in accordance with the revised timetable to be mutually agreed by the parties in writing from time to time
taking into account the progress of the AMB approval.
32.3

CS Hong Kong warrants to Swire that (i) CSC conducts its business on the basis that CSC and its subsidiaries are the
exclusive owner of the IP associated with the Columbia Brands, and where third-parties assert claims in contravention to
such rights, CSC and the relevant CSC subsidiaries take steps to confirm, protect, and preserve their respective
ownership rights to the exclusion of such third party claims; and (ii) CSC and the relevant CSC subsidiaries shall
appoint the Company as the exclusive distributor for the sale of the Columbia Branded Products in the PRC, on and
subject to the terms of the New Columbia Distribution Agreement.

33.

GUARANTEES

33.1

In
33:

this Clause

“Guarantor” means either or both of Swire Resources and CSC as the context admits; and
“Relevant Parties” means, as regards undertakings given by Swire Resources in this Clause, Swire and any of its Group
Transferees and, as regards undertakings given by CSC in this Clause, CS Hong Kong and any of its Group Transferees.
33.2

In consideration of Swire and CS Hong Kong entering into this Agreement, Swire Resources unconditionally and
irrevocably undertakes to CS Hong Kong and CSC unconditionally and irrevocably undertakes to Swire:
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(d)

to procure that the Relevant Parties will fully and promptly perform and discharge all present and future actual
and purported obligations and liabilities of the Relevant Parties (referred to in this Clause as the “Guaranteed
Obligations”) under or in respect of this Agreement; and

(e)

that, if any Relevant Party fails to do so, it will itself forthwith (and without the need for any demand) perform
and discharge the Guaranteed Obligations and indemnify the other against all losses, liabilities, claims,
demands, costs, charges and expenses directly or indirectly suffered or incurred by or made against the other in
connection with or arising out of such failure.

33.3

The liability of each Guarantor under this Clause shall be that of principal obligor and not merely as surety and shall not
be limited, discharged or otherwise affected by any time, indulgence, waiver or concession granted by or to any other
party, by the invalidity, unenforceability or frustration of any of the Guaranteed Obligations, by any lack of capacity or
lack or misuse of authority on the part of the any other party or its officers, by the liquidation, administration or
dissolution of any other party or the disclaimer of any of the Guaranteed Obligations, by any variation or termination of
any of the Guaranteed Obligations or by any other fact or circumstance which would or might (but for this provision)
limit, discharge or otherwise affect the liability of the relevant Guarantor.

33.4

The obligations of each Guarantor under this Clause are continuing obligations and shall remain in full force and effect
so long as any of the Guaranteed Obligations has yet to be fully performed or discharged.

34.

ENTIRE
AGREEMENT

34.1

This Agreement and the other Transaction Documents contain the entire and only agreement between the parties relating
to the matters dealt with in this Agreement and the other Transaction Documents and supersede all previous agreements
(whether written or oral) between the parties relating to those matters.

34.2

Each party agrees and acknowledges that, in entering into this Agreement and the other Transaction Documents, it is not
relying on, and shall have no remedy or right of action in respect of, any warranty, representation, undertaking,
covenant, assurance, promise or other commitment of any nature whatsoever (whether or not in writing) made or given
by any person at any time before the date of this Agreement which is not expressly set out in this Agreement or another
Transaction Document.
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34.3

Nothing in this Clause 34 operates to exclude or restrict any liability for, or remedy in respect of, fraudulent
misrepresentation.

35.

FURTHER
ASSURANCE
Each Shareholder undertakes to each other Shareholder that:
(a)

it will exercise all rights, powers and authorities available to it in relation to the affairs of the Company or any of
its Affiliates or any other person in order to give full effect to the provisions of this Agreement; and

(b)

without prejudice to the generality of the foregoing, it will exercise all rights, powers and authorities available to
it in relation to the affairs of the Company in order to secure the due performance and discharge of any
obligation or liability which is undertaken or assumed by or imposed on the Company or the Board under this
Agreement.

36.

CONFLICT
ARTICLES

WITH

36.1

If there is any conflict, ambiguity or inconsistency between the provisions of this Agreement and the Articles, the
provisions of this Agreement shall prevail as between the Shareholders. The Shareholders shall:
(a)

exercise all voting and other rights and powers available to them so as to give effect to the provisions of this
Agreement; and

(b)

procure that any necessary amendment is made to the Articles in order to eliminate such conflict, ambiguity or
inconsistency.

36.2

The Company shall not be bound by any provision of this Agreement if and to the extent that it constitutes an unlawful
fetter on any statutory power of the Company. However, this shall not affect the validity of the relevant provision as
between the Shareholders.

37.

ASSIGNMENT
No party may assign, grant any security interest over, hold in trust or otherwise transfer the benefit of the whole or any part
of, or any of its rights under or arising from, this Agreement without the prior written consent of each other party.
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38.

NO
PARTNERSHIP
AGENCY

OR

38.1

Nothing in this Agreement is intended to, or shall be deemed to, establish a partnership between the parties or any of
them or constitute any party the agent of any other party for any purpose.

38.2

Unless the Shareholders otherwise agree in writing, no Shareholder shall enter into any contract or commitment with a
third party as agent for the Company or any other Shareholder or describe itself as such an agent or in any way hold
itself out as such an agent.

39.

VARIATION
No variation of this Agreement shall be effective unless it is in writing and signed by or on behalf of each Shareholder
and (following its incorporation) the Company.

40.

WAIVERS
REMEDIES

AND

40.1

A waiver of any term, provision or condition of, or a consent given under, this Agreement will only be effective if it is in
writing and signed by or on behalf of the party granting the waiver or giving the consent and then only in the instance
and for the purpose for which it is given.

40.2

No failure by any party to exercise, or delay by it in exercising, any right, power or remedy provided by law or under this
Agreement will affect that right, power or remedy or operate as a waiver of it.

40.3

The single or partial exercise of any right, power or remedy provided by law or under this Agreement shall not preclude
any other or further exercise of that right, power or remedy or the exercise of any other right, power or remedy.

40.4

The rights, powers and remedies provided under this Agreement are in addition to, and not exclusive of, any rights,
powers or remedies provided by law.

40.5

Notwithstanding any right, power or remedy expressly provided under this Agreement and without prejudice to any
right, power or remedy which any party may have, each party acknowledges that damages alone may not be an adequate
remedy for any breach by it of the provisions of this Agreement and that, accordingly, in the event of a breach or
anticipated
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breach of the provisions of this Agreement, the remedies of injunction, specific performance and other equitable relief
would in appropriate circumstances be available.
41.

INVALIDITY

41.1

If at any time any provision of this Agreement is or becomes illegal, invalid or unenforceable in any respect under the
law of any jurisdiction:
(a)

neither the legality, validity or enforceability in that jurisdiction of any other provision of this
Agreement;

(b)

nor the legality, validity or enforceability under the law of any other jurisdiction of that or any other provision of
this Agreement,

shall in any way be affected or impaired thereby.
41.2

The parties shall endeavour in good faith to replace the illegal, invalid or unenforceable provision with a provision that is
legal, valid and enforceable provision and has an effect which is as near as may be reasonably practicable to the
intended effect of the illegal, invalid or unenforceable provision.

42.

EFFECT
COMPLETION

OF

The terms of this Agreement (insofar as not performed at First Completion, Asset Transfer Completion and/or Second
Completion and so far as capable of having effect after such completion) shall remain in full force and effect
notwithstanding First Completion, Asset Transfer Completion and/or Second Completion.
43.

LANGUAGE

43.1

This Agreement is drawn up in the English language. If this Agreement is translated into any language other than
English, the English text shall prevail.

43.2

Any notice or other communication given or made under or in connection with this Agreement shall be in the English
language or accompanied by an English translation. If there is any conflict or inconsistency between the English text and
the text in any other language, the English text shall prevail.
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44.

NOTICES

44.1

A notice given under this Agreement shall only be effective if it is in writing (which, for this purpose, shall not include
email) and signed by or on behalf of the party giving the notice.

44.2

A notice given under this Agreement must be sent to the party to whom it is being given at the address or fax number,
and marked for the attention of the individual, specified in Clause 44.3 and must be:

44.3

(a)

delivered
or

personally;

(b)

sent by pre-paid first class post (if being sent within Hong Kong);
or

(c)

sent by pre-paid airmail (if being sent from Hong Kong to an address outside Hong Kong or from outside Hong
Kong to an address within Hong Kong); or

(d)

sent
fax.

by

The notice details of the parties for the purposes of Clause 44.2 are as
follows:
(a)

in the case of CS Hong Kong or
CSC:
Columbia Sportswear Company
14375 NW Science Park Drive
Portland, Oregon 97229
Fax: (503) 985-5858
Attention: General Counsel

(b)

in the case of Swire, Swire Resources or Swire
Shanghai:
Swire Resources Limited
33/F, One Pacific Place
88 Queensway, Hong Kong
Fax: (852) 2785 5392
Attention: Managing Director

(c)

in the case
Company:

of

the
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1089
13
Fax: (86) 021 5410 9011
Attention: The General Manager
44.4

A party may notify any other party of a change to its notice details specified above by giving notice to that party in
accordance with this Clause 44 but any such change shall only be effective on the fifth Business Day after the date on
which notice of the change is given or such later date as may be specified in the notice.

44.5

A notice delivered or sent in accordance with Clause 44.2 shall be deemed to have been
given:
(f)

if delivered personally, on the date of
delivery;

(g)

if sent by pre-paid first class post, on the second Business Day after the date of
posting;

(h)

if sent by pre-paid airmail, on the fifth Business Day after the date of posting;
and

(i)

if sent by fax, on
transmission,

the

date

of

provided that, if personal delivery or transmission by fax occurs after 5.00 p.m. on a Business Day or on a day that is not a
Business Day, the notice shall instead be deemed to have been given on the next Business Day. In proving the giving of a
notice, it shall be sufficient to show that delivery was made or that the envelope containing the notice was properly
addressed and posted by pre-paid first class post or by pre-paid airmail or that the fax was properly addressed and
transmitted, as the case may be.
45.

COUNTERPARTS
This Agreement may be executed in any number of counterparts and by the parties on separate counterparts but shall not
be effective until each party has executed at least one counterpart. Each counterpart shall constitute an original of this
Agreement but all the counterparts shall together constitute one and the same instrument.

46.

INDEMNIFICATION

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

104

46.1

46.2

In addition to the guarantee obligations set forth in Clause 33, and subject to the terms, conditions and limitations set
forth in this Clause 46, each of CS Hong Kong and Swire shall indemnify, defend and hold harmless the other, as well as
its successors and permitted assigns (each, an “Indemnified Party”), from and against, and shall promptly pay or
reimburse each Indemnified Party for, any and all Losses sustained or incurred by any Indemnified Party resulting from:
(d)

any breach of a representation or warranty made by the indemnifying party or its Affiliate herein or in any other
Transaction Document delivered pursuant to this Agreement;

(e)

any breach of any covenant or obligation existing on the part of such indemnifying party as set forth herein that
survives the Live Date;

(f)

any claim or assertion for obligations in respect of costs as described in Clause
31;

(g)

the failure of the other party or Swire Resources (as the case may be) to comply with any tax rules then
applicable to it in relation to the transfer of the relevant Option Equity Interests or the Relevant Option Shares
contemplated under this Agreement;

(h)

any default under or wrongful termination by the indemnifying party or its Affiliate of any Transaction
Document.

In the event that any Indemnified Party receives notice of the assertion of any claim, issuance of any order or the
commencement of any action or proceeding by any person who is not a party or an Affiliate of a party, including any
domestic or foreign court or Governmental Authority (a “ Third-Party Claim”), against such Indemnified Party and for
which a party is or may be required to provide indemnification under this Agreement (an “Indemnifying Party”), then
such Indemnified Party shall give written notice thereof, together with a statement of any available information
regarding such Third-Party Claim to such Indemnifying Party within ninety (90) after learning of such Third-Party
Claim; provided, however, that failure to give such written notice within any particular time period shall not adversely
affect the Indemnified Party’s right to indemnification except, and to the extent that, the Indemnifying Party can show
that the failure to give such notification on a timely basis adversely affected the Indemnifying Party’s ability to defend
such Third-Party Claim. The Indemnifying Party shall have the right upon written notice to the Indemnified Party, within
30 days after receipt from the Indemnified Party of notice of such Third-Party Claim,
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to conduct, at its expense, the defense against such Third-Party Claim in its own name, or if necessary in the name of the
Indemnified Party. In the event that the Indemnifying Party does not elect, or under relevant law may not elect, to conduct
the defense of the subject Third-Party Claim, then the Indemnified Party may conduct the defense of the subject ThirdParty Claim and the Indemnifying Party will cooperate with and make available to the Indemnified Party such assistance
and materials as may be reasonably requested by the Indemnified Party. In the event that the Indemnifying Party does
elect to conduct the defense of the subject Third-Party Claim, then the Indemnified Party will cooperate in good faith with
and make available to the Indemnifying Party such assistance and materials as may be reasonably requested by it, and the
Indemnified Party shall have the right, at its expense, to participate in the defense assisted by counsel of its own
choosing; provided, that the Indemnified Party shall have the right to compromise and settle the Third-Party Claim only
with the prior written consent of the Indemnifying Party, which consent shall not be unreasonably withheld, conditioned
or delayed. Without the prior written consent of the Indemnified Party, the Indemnifying Party will not enter into any
settlement of any Third-Party Claim or cease to defend against such Third-Party Claim, if pursuant to or as a result of such
settlement or cessation, (i) injunctive or other equitable relief would be imposed against the Indemnified Party, or
(ii) each claimant or plaintiff in such Third-Party Claim has not given to the Indemnified Party an unconditional release
from all Liability with respect to such Third-Party Claim. The Indemnifying Party shall not be entitled to control, and the
Indemnified Party shall be entitled to have sole control over, the defense or settlement of any Third-Party Claim in the
event of a proceeding to which the Indemnifying Party is also a party and the Indemnified Party determines in good faith
that a material conflict exists as a result of the Indemnifying Party’s control over such proceedings.
46.3

Notwithstanding anything contained in this Clause 46 to the contrary, the Indemnifying Party shall not be entitled to
control, and the Indemnified Party shall be entitled to have sole control over, the defense or settlement of any ThirdParty Claim if the Third-Party Claim relates to taxes or if any of the following conditions are not satisfied:
(j)

the Indemnifying Party shall acknowledge in writing that it shall be fully responsible for all Losses relating to
such proceeding;

(k)

the Indemnifying Party must diligently defend such proceeding promptly following written demand
therefor;

(l)

the Indemnifying Party must furnish the Indemnified Party with reasonable evidence that the financial resources
of the Indemnifying Party, in the Indemnified Party’s
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reasonable judgment, is and will be sufficient (when considering Losses in respect of all other outstanding
claims) to satisfy any Losses reasonably likely to be incurred in connection with such proceeding;
(m)

such proceeding shall not involve criminal actions or allegations of criminal conduct by the Indemnifying Party,
and shall not involve claims for specific performance or other equitable relief; and

(n)

there does not exist, in the Indemnified Party’s good faith judgment, based on the advice of outside legal
counsel, a conflict of interest which, under applicable principles of legal ethics, could reasonably be expected to
prohibit a single legal counsel from representing both the Indemnified Party and the Indemnifying Party in such
proceeding.

47.

GOVERNING
RESOLUTION

LAW

AND

DISPUTE

47.1

This Agreement and any dispute or claim arising out of or in connection with it or its subject matter, existence,
negotiation, validity, termination or enforceability (including non-contractual disputes or claims) shall be governed by
and construed in accordance with the laws of Hong Kong without reference to that jurisdiction’s choice of law
provisions.

47.2

The Shareholders shall attempt in good faith to resolve any dispute arising out of or relating to this Agreement promptly
by negotiation between executives who have authority to settle the controversy and who are at a higher level of
management than the persons with direct responsibility for administration of this Agreement. Any Shareholder may give
to the other written notice of any dispute not resolved in the normal course of business. Within 15 days after delivery of
the notice, the receiving Shareholder shall submit to the other Shareholder a written response. The notice and response
shall include (a) a statement of that Shareholder’s position and a summary of arguments supporting that position, and (b)
the name and title of the executive who will represent that Shareholder and of any other person who will accompany the
executive. Within 30 days after delivery of the initial notice, the executives of both Shareholders shall meet at a mutually
acceptable time and place, and thereafter as often as they reasonably deem necessary, to attempt to resolve the dispute.
All reasonable requests for information made by one Shareholder to the other will be honored. All negotiations pursuant
to this clause are confidential and shall be treated as compromise and settlement negotiations for purposes of applicable
rules of evidence.
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47.3

Any dispute arising out of or relating to this Agreement, including the breach, termination or validity thereof, which has
not been resolved by negotiation as provided herein within 45 days after delivery of the initial notice of negotiation, or if
the Shareholders failed to meet within 20 days, shall be finally resolved by arbitration in accordance with the
UNCITRAL Arbitration Rules for the time being in force, by a sole arbitrator to be appointed by the
International Chamber of Commerce (“ICC”) in accordance with the Rules of ICC as Appointing Authority. The ICC
shall also serve as the administrative body of the arbitration. The place of arbitration shall be Paris. The language to be
used in the arbitral proceedings shall be English.
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IN WITNESS whereof this Agreement has been entered into by the parties on the date first above written.

SIGNED by THOMAS BURKE CUSICK
for and on behalf of
CSMM HONG KONG LIMITED
/s/ Thomas B. Cusick

(The remainder of this page is intentionally left blank)
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SIGNED by LAIMAN TAM
for and on behalf of
SCCH LIMITED
/s/ Laiman Tam

(The remainder of this page is intentionally left blank)
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SIGNED by LAIMAN TAM
for and on behalf of
SWIRE RESOURCES LIMITED
/s/ Laiman Tam

(The remainder of this page is intentionally left blank)
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SIGNED by TIMOTHY P. BOYLE
for and on behalf of
COLUMBIA SPORTSWEAR COMPANY
/s/ Timothy P. Boyle

(The remainder of this page is intentionally left blank)
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SCHEDULE 1
Part 1 - Registered Capital and Shareholder Loan Contribution Schedule
1st Round

CS Hong Kong

2nd Round
Registered Capital
Shareholder Loans (US$)
Shareholder Loans
(US$)
(US$)
[**]
[**]
[**]
[**]

Swire

[**]

[**]

[**]

[**]

Sub-total:

[**]

[**]

[**]

[**]

Name of
Shareholder

Registered
Capital (US$)
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Part 2 - Management policies

The Company shall devise and adhere to management policies in the following areas (which shall be substantially consistent
with CSC's management policies in the same areas):
◦

Accounting

◦

Treasury (including cash and investments and foreign
exchange)

◦

Risk
management

◦

Capital
expenditure

It is the parties’ intent that the above management policies will be consistent with the concept and content of the respective
policies of the Shareholders (which shall include, in the case of Swire, Swire’s capital expenditure policy that any capital
expenditure over US$[**] shall require board approval of Swire (based on objective evaluation of the relevant capital
expenditure including, without limitation, the attainment of the applicable minimum rate of return from the relevant capital
expenditure)). Each of the policies in these areas will be adapted as appropriate to reflect local requirements and PRC law and
approved by the Company’s Board.
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SCHEDULE 2
First Directors
Part 1 - First Columbia Directors

1.

[**]

2.

[**]

3.

[**]

Part 2 - First Swire Directors

1.

[**]

2.

[**]
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SCHEDULE 3
Deed of Adherence
THIS DEED is made on

201l

BETWEEN:
(1)

THE PERSONS whose names and addresses are set out in the Schedule to this Deed (together the “[Continuing]
[Existing] Shareholders”);

(2)

l LIMITED (registered in l under number ) whose registered office is at l (the “New Shareholder”);
and

(3)

l LIMITED (registered in the People’s Republic of China as a wholly foreign owned entity under number l) whose
registered office is at Room 5G2 Ding, 137 Ju Lu Road, Huangpu District, Shanghai, PRC (
137 5G2
) (the “Company”).

WHEREAS:
[Version 1 - use first version of recitals (A) and (B) where the New Shareholder is acquiring an existing shareholding]
(A)

This Deed is supplemental to an agreement dated l 2012 between the Continuing Shareholders, [insert name of
transferring shareholder] (the “Transferor”) and the Company regulating the relationship of the Continuing
Shareholders and the Transferor as shareholders of the Company (the “Shareholders' Agreement”).

(B)

The Transferor has agreed to sell, and the New Shareholder has agreed to purchase, the whole of the Transferor's equity
interest in the Company subject to the New Shareholder entering into this Deed.

OR
[Version 2 - use second version of recitals (A) and (B) where the New Shareholder is subscribing for new shares]
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(A)

This Deed is supplemental to an agreement datedl 2012 between the Existing Shareholders and the Company
regulating the relationship of the Existing Shareholders as shareholders of the Company (the “Shareholders'
Agreement”).

(B)

The New Shareholder has agreed to contribute l, to the registered capital of the Company subject to the New
Shareholder entering into this Deed.

IT IS AGREED as follows:
2.

INTERPRETATION
Words and expressions defined in the Shareholders' Agreement shall, unless the context otherwise requires, have the same
meanings when used in this Deed.

3.

UNDERTAKINGS
[Version 1 - use first version of Clauses 3.1 and 3.2 where the New Shareholder is acquiring an existing shareholding]

3.1

The New Shareholder undertakes with each of the Continuing Shareholders and the Company that, with effect from the
date of this Deed, the New Shareholder shall observe, perform and be bound by all the provisions of the Shareholders'
Agreement which impose obligations on the Transferor as if the New Shareholder were a party to the Shareholders'
Agreement.

3.2

Each of the Continuing Shareholders and the Company undertake with the New Shareholder that, with effect from the
date of this Deed, the New Shareholder shall be entitled to the benefit of all the provisions of the Shareholders'
Agreement which confer rights on the Transferor as if the New Shareholder were a party to the Shareholders' Agreement.
OR
[Version 2 - use second version of Clauses 3.1 and 3.2 where the New Shareholder is contributing additional
registered capital]

3.1

The New Shareholder undertakes with each of the Existing Shareholders and the Company that, with effect from the
date of this Deed, the New Shareholder shall observe, perform and be bound by all the provisions of the Shareholders'
Agreement which impose obligations
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on holders of equity interest in the Company as if the New Shareholder were a party to the Shareholders' Agreement.
3.2

Each of the Existing Shareholders and the Company undertake with the New Shareholder that, with effect from the date
of this Deed, the New Shareholder shall be entitled to the benefit of all the provisions of the Shareholders' Agreement
which confer rights on holders of equity interest in the Company as if the New Shareholder were a party to the
Shareholders' Agreement.

4.

NOTICES
For the purposes of Clause [44] of the Shareholders' Agreement, the notice details of the New Shareholder are as follows:
[Insert notice details for the New Shareholder]

5.

COUNTERPARTS
This Deed may be executed in any number of counterparts and by the parties to it on separate counterparts but shall not be
effective until each party has executed at least one counterpart. Each counterpart shall constitute an original of this Deed
but all the counterparts shall together constitute one and the same instrument.

6.

GOVERNING
LAW
This Deed shall be governed by and construed in accordance with Hong Kong law.

IN WITNESS whereof this Deed has been duly executed and delivered by the parties to it on the date first shown above.
[Insert schedule listing names and addresses of Continuing/Existing Shareholders and execution clauses as required]
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Name

Address

CSMM Hong Kong Limited

Level 28, Three Pacific Place
1 Queen’s Road East
Hong Kong

SCCH Limited

33/F, One Pacific Place
88 Queensway
Hong Kong

Columbia Sportswear Company

14475 NW Science Park Drive
Portland, OR 97229-5418
U.S.A.

Swire Resources Limited

33/F, One Pacific Place
88 Queensway
Hong Kong

[ADD SIGNATURE BLOCKS AS REQUIRED]
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SCHEDULE 4
Reserved Matters
[**]
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SCHEDULE 5
Part 1
Preparation of the Exercise Date [**] and
Determination of the Provisional Option Price
1.

PROCEDURAL
MATTERS

1.2

The Exercise Date [**] shall be prepared in accordance with the same accounting and valuation policies, principles,
bases and methods applied on a consistent basis as used in preparing the audited accounts of the Company or, if not
referred to therein in accordance with PRC GAAP. CS Hong Kong will, not less than 10 Business Days following the
Exercise Date, deliver to the Relevant Vendor the Exercise Date [**] setting forth the Exercise Date [**] and the
Provisional Option Price.

1.3

The Relevant Vendor and CS Hong Kong shall endeavour in good faith to reach agreement on the Provisional Option
Price within 20 Business Days after the date on which the Exercise Date [**] were delivered to the Relevant Vendor. If
the Relevant Vendor and CS Hong Kong are unable to reach such agreement within the period specified, the Provisional
Option Price shall be determined by a firm of accountants appointed in accordance with paragraph 1.3.

1.4

The Relevant Vendor and CS Hong Kong shall endeavour in good faith to agree upon the identity of a firm of
accountants (which may be the Company's auditors) to determine the Provisional Option Price as soon as practicable. If
no such agreement has been reached within 10 Business Days following the expiry of the 20 Business Day period
referred to in paragraph 1.2, the Relevant Vendor or CS Hong Kong may request the President of the Hong Kong
Institute of Certified Public Accountants to nominate an independent firm of accountants of repute with experience in
the valuation of companies similar to the Company to determine the Provisional Option Price. The firm of accountants
which is so agreed upon or (as the case may be) so nominated and which accepts the appointment to determine the
Provisional Option Price shall be the “Expert”.

1.5

The Relevant Vendor and CS Hong Kong shall endeavour in good faith to agree the Expert's terms of engagement as
soon as reasonably practicable and agree that neither of them will unreasonably withhold its consent to any terms of
engagement which the Expert (acting reasonably) may propose.
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1.6

The
Expert
instructed:

shall

be

(a)

to make his determination of the Provisional Option Price on the basis of the assumptions set out in paragraph 2;
and

(b)

to give written notification of his determination of the Provisional Option Price to the Relevant Vendor and CS
Hong Kong within 60 Business Days of his appointment (or such longer period as the Expert may reasonably
determine).

1.7

The Relevant Vendor and CS Hong Kong shall each be entitled to make a written submission to the Expert on the
Provisional Option Price and to make written comments on any submission to the Expert made by the other. Subject
thereto, the Expert may, in his reasonable discretion, determine the procedures which are to apply in relation to his
determination of the Provisional Option Price (and such procedures may include inviting the Shareholders to make oral
submissions). If he reasonably considers it necessary to do so, the Expert may appoint professional advisers to assist him
in relation to his determination.

1.8

The parties shall provide, and (so far as lies within their respective power) procure others (including the Company) to
provide, to the Expert all such information as the Expert shall reasonably require to assist him in making his
determination of the Provisional Option Price, subject to the Expert agreeing to such confidentiality obligations as the
parties may reasonably consider appropriate.

1.9

The Expert shall act as an expert and not as an arbitrator and his determination of the Provisional Option Price shall, in
the absence of fraud or manifest error, be final and binding on all the parties.

1.10

The Relevant Vendor and CS Hong Kong shall bear their own costs in relation to the reference to the Expert. The fees of
the Expert and the costs reasonably incurred by him in making his determination (including the fees of any professional
advisers appointed by him) shall be borne by the Company.

2.

BASIS
VALUATION

2.1

The Provisional Option Price shall be determined on the following assumptions and bases and taking into account the
following factors:

2.2

[**].[**]Where an Expert is appointed to determine the Provisional Option
Price:

OF
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(a)

the Expert may take into account any other factors which he reasonably believes should be taken into account;
and

(b)

if the Expert encounters any difficulty in applying any of the assumptions, bases or factors set out in paragraph
2.1, he shall resolve that difficulty in such manner as he shall in his absolute discretion think fit.
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Part 2
Preparation of the Completion Accounts and
Determination of the Option Price
1.

PREPARATION OF DRAFT ACCOUNTS
CS Hong Kong shall procure that [**] the Option Completion Accounts Date be prepared, which shall be so prepared:

2.

(a)

to reflect adjustments for all accounting errors and adjustments (regardless of materiality) identified during the
preparation and audit of the Completion Accounts;

(b)

in accordance with the same accounting and valuation policies, principles, bases and methods applied on a
consistent basis as used in preparing the audited accounts of the Company or, if not referred to therein in
accordance with PRC generally accepted accounting principles.

DELIVERY TO RELEVANT VENDOR
Following preparation of the draft accounts referred to in paragraph 1, CS Hong Kong shall procure that such accounts
(which shall constitute the “Draft Completion Accounts”) be delivered to the Relevant Vendor as soon as reasonably
practicable but in any event no later than 60 days following the Option Completion Date (or within such other period as
CS Hong Kong and the Relevant Vendor may agree in writing) for review and audit by the Relevant Vendor's
accountants.

3.

ACCESS TO BOOKS AND RECORDS
CS Hong Kong shall procure that the Company provides such reasonable access to its books and records, calculations and
working papers and give such assistance as the Relevant Vendor or its accountants may reasonably request in order to
carry out their review and audit.

4.

SERVICE OF COMPLETION ACCOUNTS DISPUTE NOTICE
If, following review and audit by the Relevant Vendor’s accountants, the Relevant Vendor disagrees with the Draft
Completion Accounts it may serve a notice in writing to that effect on CS Hong Kong (a “Completion Accounts Dispute
Notice”) as soon as reasonably practicable and in any event within 60 days of the date on which the Draft Completion
Accounts were delivered to the Relevant Vendor (or within such other period as CS Hong
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Kong and the Relevant Vendor may agree in writing). The Completion Accounts Dispute Notice shall specify:

5.

(a)

which
items
disputed;

(b)

the reasons for such dispute;
and

(c)

to the extent practicable, the effect that the Relevant Vendor believes that the items in dispute have on the
Completion Accounts Adjustment, the Excluded Items Adjustment and the Option Price.

ACCEPTANCE
ACCOUNTS

OR

are

DEEMED

ACCEPTANCE

OF

DRAFT

COMPLETION

5.1 No Completion Accounts Dispute Notice or Acceptance
If within the 60 day period described in paragraph 4, (or within such other period as CS Hong Kong and the Relevant
Vendor may agree in writing):
(a)
(b)

the Relevant Vendor does not serve a Completion Accounts Dispute Notice; or
the Relevant Vendor notifies CS Hong Kong in writing that it accepts the Draft Completion
Accounts,

the Draft Completion Accounts shall, in either such case, constitute the Completion Accounts.
5.2

Service of a Completion Accounts Dispute
Notice
If the Relevant Vendor serves a Completion Accounts Dispute Notice within the said 60 day period, then the Relevant
Vendor and CS Hong Kong shall use all reasonable endeavours to reach agreement as to the items in dispute, the Relevant
Vendor shall procure that its accountants provide such reasonable access to their working papers as CS Hong Kong may
reasonably request, and:
(a)

if CS Hong Kong and the Relevant Vendor reach agreement on the items in dispute within 60 days of the date on
which the Completion Accounts Dispute Notice is served (or such longer period as the Relevant Vendor and CS
Hong Kong may agree in writing), the Draft Completion Accounts shall be amended to reflect such agreement
and shall constitute the Completion Accounts; or
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(b)

6.

if CS Hong Kong and the Relevant Vendor do not reach agreement in accordance with paragraph 5.2(a), either
CS Hong Kong (on the one hand) or the Relevant Vendor (on the other hand) may request the President of the
Hong Kong Institute of Certified Public Accountants to nominate an independent firm of accountants of repute
with experience in the valuation of companies similar to the Company to determine the items in dispute relating
to the Completion Accounts and hence the Completion Accounts Adjustment, the Excluded Items Adjustment
and the final Option Price. The firm of accountants which is so agreed upon or (as the case may be) so
nominated and which accepts the appointment to determine the Option Price shall be the “Expert”.

EXPERT

6.1

The Relevant Vendor and CS Hong Kong shall endeavour in good faith to agree the Expert's terms of engagement as
soon as reasonably practicable and agree that neither of them will unreasonably withhold its consent to any terms of
engagement which the Expert (acting reasonably) may propose.

6.2

The
Expert
instructed:

shall

be

(c)

to make his determination of the Option Price on the basis of the assumptions set out inparagraph 7;
and

(d)

to give written notification of his determination of the Option Price to the Relevant Vendor and CS Hong Kong
within 60 Business Days of his appointment (or such longer period as the Expert may reasonably determine).

6.3

The Relevant Vendor and CS Hong Kong shall each be entitled to make a written submission to the Expert on the Option
Price and to make written comments on any submission to the Expert made by the other. Subject thereto, the Expert
may, in his reasonable discretion, determine the procedures which are to apply in relation to his determination of the
Option Price (and such procedures may include inviting the Shareholders to make oral submissions). If he reasonably
considers it necessary to do so, the Expert may appoint professional advisers to assist him in relation to his
determination.

6.4

The parties shall provide, and (so far as lies within their respective power) procure others (including the Company) to
provide, to the Expert all such information as the Expert shall reasonably require to assist him in making his
determination of the Option Price, subject to
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the Expert agreeing to such confidentiality obligations as the parties may reasonably consider appropriate.
6.5

The Expert shall act as an expert and not as an arbitrator and his determination of the Option Price shall, in the absence
of fraud or manifest error, be final and binding on all the parties.

6.6

The Relevant Vendor and CS Hong Kong shall bear their own costs in relation to the reference to the Expert. The fees of
the Expert and the costs reasonably incurred by him in making his determination (including the fees of any professional
advisers appointed by him) shall be borne by the Company.

7.
7.1

7.2

8.

BASIS OF VALUATION
The Option Price shall be determined on the following assumptions and bases and taking into account the following
factors:
(a)

[**];
and

(b)

[**].

Where an Expert is appointed to determine the Option
Price:
(a)

the Expert may take into account any other factors which he reasonably believes should be taken into account;
and

(b)

if the Expert encounters any difficulty in applying any of the assumptions, bases or factors set out inparagraph
7.1, he shall resolve that difficulty in such manner as he shall in his absolute discretion think fit.

DETERMINATION OF THE OPTION PRICE
Following agreement or determination of the Completion Accounts pursuant to paragraphs 1 to 7 of this Schedule, the
amount of the Completion Accounts Adjustment, the Excluded Items Adjustment and the Option Price shall be
determined by reference to the Completion Accounts.
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SCHEDULE 6
Option Exercise Notices
Part 1 - Form of Call Option Exercise Notice

To: [Name and address of Relevant Vendor]
l 20 l

Dear Sirs,
We refer to the subscription and shareholders agreement relating to Columbia Sportswear Commercial (Shanghai) Co., Ltd.
made between us and others dated l 2012 (the "Shareholders Agreement") and to the call option granted by you to us pursuant
to Clause 22.1 of the Shareholders Agreement. Words and expressions defined in the Shareholders Agreement have the same
meanings in this letter.
We hereby give notice that we exercise the [WOFE Call Option / Columbia HK Option]* in respect of all of the [WOFE Option
Equity Interests / Swire Option Shares]*.

[Onshore/Offshore]* Option Completion shall take place on l 20l.
Yours faithfully

For and on behalf of
CSMM HONG KONG LIMITED

*Delete as appropriate
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Part 2 - Form of Put Option Exercise Notice

To:
CSMM Hong Kong Limited
Level 28, Three Pacific Place
1 Queen’s Road East
Hong Kong
l 20l
Dear Sirs,
We refer to the subscription and shareholders agreement relating to Columbia Sportswear Commercial (Shanghai) Co., Ltd.
made between us and others dated l 2012 (the “Shareholders’ Agreement”) and to the put option granted by you to us pursuant
to Clause 22.4 of the Shareholders Agreement. Words and expressions defined in the Shareholders Agreement have the same
meanings in this letter.
As directed by you in your notice to us dated l, we hereby give notice that we exercise [WOFE Put Option / Swire Put Option]*
in respect of all of the [WOFE Option Equity Interests / Swire Option Shares]*.
(*Delete as appropriate ) .
[Onshore/Offshore]* Option Completion shall take place on l 20l.
Yours faithfully

For and on behalf of
[name of Relevant Vendor]

*Delete as Appropriate
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SCHEDULE 7
Company Deed of Adherence

THIS DEED is made on

2012

BETWEEN:
(1)

THE PERSONS whose names and addresses are set out in the Schedule to this Deed (together the “Existing Parties”);
and

(2)

l [LIMITED] [(registered in The People's Republic of China as a wholly foreign owned entity under number l) whose
registered office is at Room 5G Ding, 137 Ju Lu Road, Huangpu District, Shanghai, PRC (
137 5G2
)] (the “Company”).

WHEREAS:
(A)

This Deed is supplemental to a subscription and shareholders agreement dated l 2012 made between the Existing
Parties providing, inter alia, for the incorporation of the Company and regulating the relationship of the initial
shareholders of the Company (the “Shareholders' Agreement”).

(B)

The Shareholders' Agreement requires the Existing Parties to procure that the Company, following its incorporation, will
enter into this Deed and thereby agree to be bound by the provisions of the Shareholders' Agreement which apply to it.

IT IS AGREED as follows:
3.

INTERPRETATION
Words and expressions defined in the Shareholders' Agreement shall, unless the context otherwise requires, have the same
meanings when used in this Deed.

4.

UNDERTAKINGS
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4.1

The Company undertakes with each of the Existing Parties that, with effect from the date of this Deed, the Company
shall observe, perform and be bound by all the provisions of the Shareholders' Agreement which impose obligations on
the Company as if the Company were a party to the Shareholders' Agreement.

4.2

Each of the Existing Parties undertakes with the Company that, with effect from the date of this Deed, the Company
shall be entitled to the benefit of all the provisions of the Shareholders' Agreement which confer rights on the Company
as if the Company were a party to the Shareholders' Agreement.

5.

COUNTERPARTS
This Deed may be executed in any number of counterparts and by the parties to it on separate counterparts but shall not be
effective until each party has executed at least one counterpart. Each counterpart shall constitute an original of this Deed
but all the counterparts shall together constitute one and the same instrument.

6.

GOVERNING
LAW
This Deed shall be governed by and construed in accordance with Hong Kong law.

IN WITNESS whereof this Deed has been duly executed and delivered by the parties to it on the date first shown above.
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Schedule
The Existing Parties
Name

Address

CSMM Hong Kong Limited

Level 28, Three Pacific Place
1 Queen’s Road East
Hong Kong

SCCH Limited

33/F, One Pacific Place
88 Queensway
Hong Kong

Columbia Sportswear Company

Columbia Sportswear Company
14375 NW Science Park Drive
Portland, Oregon 97229

Swire Resources Limited

33/F, One Pacific Place
88 Queensway
Hong Kong

[ADD SIGNATURE BLOCKS AS REQUIRED]
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SCHEDULE 8
Worked Example
[Table redacted]

______________
** CONFIDENTIAL PORTION OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE
COMMISSION.

133

SCHEDULE 9
Examples of Excluded Items

1.

[**].

2.

[**].

3.

[**].
[**]
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SCHEDULE 10
Prohibited Competitive Lines
[**]
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SCHEDULE 11
Permitted Lines
[**]
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EXHIBIT 31.1
CERTIFICATION
I, Timothy P. Boyle, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Columbia Sportswear
Company;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: November 7, 2012
/s/TIMOTHY P. BOYLE
Timothy P. Boyle
President and Chief Executive Officer

EXHIBIT 31.2
CERTIFICATION
I, Thomas B. Cusick, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Columbia Sportswear
Company;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: November 7, 2012
/s/ THOMAS B. CUSICK
Thomas B. Cusick
Senior Vice President and Chief Financial Officer

EXHIBIT 32.1
SECTION 1350 CERTIFICATION
In connection with the Quarterly Report of Columbia Sportswear Company (the “Company”) on Form 10-Q for the period ended
September 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Form 10-Q”), I, Timothy P. Boyle,
Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002, that to my knowledge:
(1)

The Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

(2)

The information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results of
operations of the Company.
Dated: November 7, 2012
/s/ TIMOTHY P. BOYLE
Timothy P. Boyle
President and Chief Executive Officer
Columbia Sportswear Company

EXHIBIT 32.2
SECTION 1350 CERTIFICATION
In connection with the Quarterly Report of Columbia Sportswear Company (the “Company”) on Form 10-Q for the period ended
September 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Form 10-Q”), I, Thomas B. Cusick,
Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002, that to my knowledge:
(1)

The Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

(2)

The information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results of
operations of the Company.
Dated: November 7, 2012
/s/ THOMAS B. CUSICK
Thomas B. Cusick
Senior Vice President and Chief Financial Officer
Columbia Sportswear Company

