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Tohle of Coptents

method, deferred tax asseis and liakdites are recognized for the future tax consequences attnbuts ble fo differences tetween the financial statement canying amounts of
eisting 2ss=ts and babilities and their respective tax basee and operating loss camy forwards

Deferred tax axsels and labilibes are measured using enacled tax rales expected 1o apply D Bxable income In the years m which those lermporary differences ane
epected fo be recovened or setfled The effect on deferred tax asaets and liabilities of & chanoe in 18x rale & recognzed in operations in the penod that includes the
enactment date Valation allowances are established when managerment determines that £ is more likely than not that some portion, or B of the deferred tax ssset, will
ot be realized. The financial effect of changes in tax laws or rates & accounted for in the period of enactment.

Deferred income taxes anse primanly because of differences in the bases of assets o liabiltes between financial staterment accounting and tax accounting which are
knovwn as lemporary dilferences. We record the tax effect of these temparary diflerences as delermed tax assels (generally llems that can be used as a tax deduction or
credil in fubure periods) and delerned tax labilibes (generally fems lor which we receive a lax deduction, bul have nol yet been reconded in the combined staternent of
operations)

Wi regularly review our deferred tax assets for realizability, taking into consideration all available evidence, both positve and regative, including historical pre-tax and

ftaxable income, projected future pre-tax and taxable mcome and the expected timing of the reversals of existing temporary differences. In amving at these judgments, the
weight given to the potential efect of al positive and negative ewidence s commensurate with the extent to which it can be cijectvely verified

Wy Delieve our [ax posilions are in compliance with applicatle lax aws and reguialons. Tax benefils ane recognized only for tax posions that ane more Rkely than not 1o
e sustainged upon examiralion by tax gAhoies The amount recognized is measured as the larges! amount of benelil thal is grealer than SO percent likedy o be reslzed
upan ultimate sefflement. We believe that our kabiéties for unrecognized tax benefifs, ncluding related interest, are adequale in relation to the potential for addtional tax
assessments. There is & nak, however, that the amounts ulbimately pald upon resolution of audits could be materally different from the amounts previously included in our

ncome tax expense and, therefore, could have a mabedal impact on our ax provision, nel incorme and cash fiows

Caontingencios

‘Wi are mvolved in condibons, situetions or circumstances in the ordnary course of business with possible gain or loss contingencies that will utimately be resoived when
one or more future events ocour or fail to occur. ¥ some amount within a range of logs appears at the time to be a betier estimate than any other amount within the range,
that amount will be accrued. When no amount within the range is a better estimate than any other amount, however, the minimum amaunt in e range will be accrued
Wi continually ewaluate uncertasnties sssociated with lbes conbngencies and record a charge equal to at least the mnmum estimated liability for a loss contingency when
both of the following conditiors are met: (i) information available prior to issuance of the financial stalements indicates that it is probable that an asset had been mpaired
or 8 liability had been incurmed at the date of the fmancal statements; and (i) the loss or range of loss can be reasonably estimated. Legal costs are expensed when
ncumed Gain contingencies ane nal recorded wntil realized or realizable.

Fair vaiue measurements

Fair value accounting guidance esfablishes a hieranchy for mputs used in measuring fasr value that maximizes the use of observable inpute and minimizes the use of
unobsenvable inputs by requiring that the most obsenabie inputs be used when available Observable inputs are inputs that market paricipants would use in
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