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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2010
-OR-
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 001-33647
MercadoLibre, Inc.
(Exact name of Registrant as specified in its Charter)

Delaware 98-0212790
(State or other jurisdiction (LLR.S. Employer
of incorporation or organization) Identification Number)

Tronador 4890, 8th Floor
Buenos Aires, C1430DNN, Argentina
(Address of registrant s principal executive offices)
011-54-11-5352-8000
(Registrant s telephone number, including area code)
(Former name, former address and former fiscal year, if changed since last report)
Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files. Yes o No o
Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or smaller reporting company. See definition of large accelerated filer , accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act:

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
APPLICABLE ONLY TO CORPORATE ISSUERS:
Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable
date.
44,126,557 shares of the issuer s common stock, $0.001 par value, outstanding as of May 3, 2010.
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PART I. FINANCIAL INFORMATION

Item 1 Unaudited Condensed Consolidated Financial Statements
MercadoLibre, Inc.

Condensed Consolidated Balance Sheets

As of March 31, 2010 and December 31, 2009

Assets
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Funds receivable from customers
Prepaid expenses
Deferred tax assets
Other assets

Total current assets

Non-current assets:

Long-term investments

Property and equipment, net
Goodwill and intangible assets, net
Deferred tax assets

Other assets

Total non-current assets

Total assets

Liabilities and Shareholders Equity
Current liabilities:
Accounts payable and accrued expenses
Funds payable to customers
Payroll and social security payable
Taxes payable
Loans payable and other financial liabilities

Total current liabilities
Non-current liabilities:

Payroll and social security payable
Deferred tax liabilities

Other liabilities
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March 31,
2010
(Unaudited)

$ 34,634,299
7,077,862
7,578,659
3,238,299

471,733
5,614,306
3,279,979

61,895,137

54,864,792
7,263,001
63,769,288
4,014,516
530,498

130,442,095

$192,337,232

$ 14,321,381
32,087,593
4,405,229
7,842,042

58,656,245

3,339,995
5,971,114
1,123,168

December 31,
2009
(Audited)

$ 49,803,402
14,580,185
4,868,377
3,785,802
547,138
5,481,182
3,068,930

82,135,016

26,627,357
5,948,276
64,338,564
2,897,492
667,944

100,479,633

$ 182,614,649

$ 11,599,634
31,453,410
7,428,340
6,797,516
3,213,992

60,492,892
1,355,006

5,170,799
1,402,715
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Total non-current liabilities 10,434,277 7,928,520

Total liabilities $ 69,090,522 $ 68,421,412

Commitments and contingencies (Note 8)

Shareholders equity:
Common stock, $0.001 par value, 110,000,000 shares authorized, 44,126,557
and 44,120,269 shares issued and outstanding at March 31, 2010 and

December 31, 2009, respectively $ 44,126 $ 44,120
Additional paid-in capital 120,320,530 120,257,998
Retained earnings 27,277,138 17,656,537
Accumulated other comprehensive loss (24,395,084) (23,765,418)
Total shareholders equity 123,246,710 114,193,237
Total liabilities and shareholders equity $192,337,232 $ 182,614,649

The accompanying notes are an integral part of these condensed consolidated financial statements.
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MercadoLibre, Inc.

Condensed Consolidated Statements of Income
For the three-month periods ended March 31, 2010 and 2009

Net revenues
Cost of net revenues

Gross profit

Operating expenses:

Product and technology development
Sales and marketing

General and administrative

Total operating expenses

Income from operations

Other income (expenses):

Interest income and other financial gains

Interest expense and other financial charges
Foreign currency gains

Net income before income / asset tax expense

Income / asset tax expense

Net income

Basic EPS

Basic net income per common share

Weighted average shares

Diluted EPS
Diluted net income per common share
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Three Months Ended March 31,

2010 2009
(Unaudited)

$ 45,937,774 $ 32,322,501
(9,893,051) (6,633,986)

36,044,723 25,688,515
(3,224,775) (2,633,419)
(11,108,801) (10,216,177)
(6,206,881) (6,071,375)
(20,540,457) (18,920,971)

15,504,266 6,767,544

794,142 929,663
(2,995,418) (2,510,184)

396,972 1,875,486

13,699,962 7,062,509
(4,079,361) (1,671,333)

$ 9,620,601 $ 5,391,176

Three Months Ended March 31,

2010 2009
$ 0.22 $ 0.12
44,113,595 44,069,134
$ 0.22 $ 0.12
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Weighted average shares 44,149,700 44,130,866

The accompanying notes are an integral part of these condensed consolidated financial statements.
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MercadoLibre, Inc.

Edgar Filing: MERCADOLIBRE INC - Form 10-Q

Condensed Consolidated Statements of Changes in Shareholders Equity
For the three-month periods ended March 31, 2010 and 2009 (unaudited)

Comprehensive
income

Balance as of
December 31,
2008

Stock-based
compensation
stock options
Stock-based
compensation
restricted
shares

Stock -based
compensation
long term
retention plan
( LTRP )
Net income
Currency
translation
adjustment
Realized net
gain on
investments

Comprehensive
income

Balance as of
March 31,
2009

Stock options
exercised
Stock-based
compensation
stock options
Stock-based
compensation
restricted
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$ 5,391,176

(3,382,545)

$ 2,004,988

Common stock
Shares Amount

44,070,367 $44,071

3,600 3

44,073,967 $44,074

35,031 35

Additional
paid-in
capital

deficit)
Retained
Earnings

(Accumulated Accumulated

other

comprehensive

income(loss)

Total

$119,807,007 $(15,552,256) $(10,874,841) $ 93,423,981

436

16,933

80,239

$119,904,615

28,319

1,316
57,449

5,391,176

(3,382,545)

(3,643)

436

16,933

80,242

5,391,176

(3,382,545)

(3,643)

$(10,161,080) $(14,261,029) $ 95,526,580

28,354

1,316
57,449



shares

Stock -based

compensation

LTRP

Restricted

shares issued

LTRP shares

issued

Shares issued

Net income $27.817,617
Currency

translation

adjustment (9,532,020)
Unrealized net

gains on

investments 27,630
Realized net

gains on

investments 1

Comprehensive
income $20,318,216

Balance as of
December 31,
2009
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(3,600) (3) 95214 95211
10,655 10 171,089 171,099
3,600 3 3)
616 1 (1)
27,817,617 27,817,617

(9,532,020) (9,532,020)

27,630 27,630

44,120,269 $44,120 $120,257,998 $ 17,656,537 $(23,765,418) $ 114,193,237

The accompanying notes are an integral part of these condensed consolidated financial statements.
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MercadoLibre, Inc.
Condensed Consolidated Statements of Changes in Shareholders Equity
For the three-month periods ended March 31, 2010 and 2009 (unaudited)

(Accumulated Accumulated
Additional deficit) other
Comprehensive Common stock paid-in Retained comprehensive
income Shares Amount capital Earnings income (loss) Total
Balance as of
December 31,
2009 44,120,269 $44,120 $120,257,998 $ 17,656,537 $(23,765,418) $ 114,193,237

Stock options

exercised 2,307 2 1,968 1,970
Stock-based

compensation

stock options 61 61
Stock-based

compensation

restricted shares 21,204 21,204
Stock-based

compensation

LTRP 39,303 39,303
LTRP shares

issued 3,981 4 4

Net income $ 9,620,601 9,620,601 9,620,601
Currency

translation

adjustment (566,885) (566,885) (566,885)
Unrealized net

loss on

investments (35,151) (35,151) (35,151)
Realized net

loss on

investments (27,630) (27,630) (27,630)

Comprehensive
income $ 8,990,935

Balance as of
March 31,
2010 44,126,557 $44,126 $120,320,530 $27,277,138 $ (24,395,084) $ 123,246,710

The accompanying notes are an integral part of these condensed consolidated financial statements.
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MercadoLibre, Inc.
Condensed Consolidated Statements of Cash Flows

For the three-month periods ended March 31, 2010 and 2009

Cash flows from operations:
Net income

Adjustments to reconcile net income to net cash provided by operating

activities:

Depreciation and amortization

Interest expense

Accrued interest

Stock-based compensation expense  stock options
Stock-based compensation expense restricted shares
LTRP accrued compensation

Deferred income taxes

Changes in assets and liabilities, excluding the effect of acquisitions:

Accounts receivable

Funds receivable from customers
Prepaid expenses

Other assets

Accounts payable and accrued expenses
Funds payable to customers

Other liabilities

Net cash provided by operating activities
Cash flows from investing activities:
Purchase of investments

Proceeds from sale and maturity of investments
Purchases of intangible assets

Purchases of property and equipment
Net cash used in investing activities
Cash flows from financing activities:
Decrease in loans payable

Stock options exercised

Issuance of common stock

Net cash used in financing activities

Effect of exchange rate changes on cash and cash equivalents

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of the period
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Three Months Ended March 31,

2010 2009
(Unaudited)

$ 9,620,601 5,391,176

946,873 956,491

234,294
(228,151) (3,643)

61 436

21,204 16,933

324,607 205,251

(407,531) 277,015
(3,020,745) (592,602)
441,399 (908,809)
58,009 (393,388)
(92,884) (2,465,124)

3,840,657 891,659

418,066 1,322,085
(467,618) (78,893)

11,454,548 4,852,881
(34,354,598) (33,656,429)

12,723,697 30,861,254
(12,865) (918,479)
(1,396,672) (1,720,008)
(23,040,438) (5,433,662)
(3,213,878) (57,175)

1,970

3
(3,211,908) (57,172)

(371,305) 170,150
(15,169,103) (467,803)

49,803,402 17,474,112
12
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Cash and cash equivalents, end of the period $ 34,634,299 $ 17,006,309

Supplemental cash flow information:

Cash paid for interest $ 2,832,119 $ 2,041,212

Cash paid for income taxes $ 4,935,701 $ 2,284,364
The accompanying notes are an integral part of these condensed consolidated financial statements.
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MercadoLibre, Inc.

Notes to Condensed Consolidated Financial Statements (unaudited)

1. Nature of Business

MercadoLibre Inc. (the Company ) is an e-commerce enabler whose mission is to build the necessary online and
technology tools to allow practically anyone to trade almost anything, helping to make inefficient markets more
efficient in Latin America.

The Company operates in several reporting segments. The MercadoLibre online marketplace segments include Brazil,
Argentina, Mexico, Venezuela and other countries (Chile, Colombia, Costa Rica, Dominican Republic, Ecuador,
Panama, Peru, Portugal and Uruguay). The MercadoPago segment includes the Company s regional online payments
platform consisting of its MercadoPago business available in Brazil, Argentina, Mexico and other countries (Chile,
Colombia, and Venezuela).

Traditional offline marketplaces can be inefficient because they (i) are fragmented and regional, (ii) offer a limited
variety and breadth of goods, (iii) have high transaction costs, and (iv) provide buyers with less information upon
which they can make decisions. The Company makes these inefficient marketplaces more efficient because (i) its
community of users can easily and inexpensively communicate and complete transactions, (ii) its marketplace
includes a very wide variety and selection of goods, and (iii) it brings buyers and sellers together for much lower fees
than traditional intermediaries. The Company attracts buyers by offering selection, value, convenience and
entertainment, and sellers by offering access to broad markets, efficient marketing and distribution costs, ability to
maximize prices and opportunity to increase sales.

The Company pioneered online commerce in the region by developing a Web-based marketplace in which buyers and
sellers are brought together to browse, buy and sell items such as computers, electronics, collectibles, automobiles,
clothing and a host of practical and miscellaneous items. The Company s trading platform is a fully automated,
topically arranged, intuitive, and easy-to-use online service that is available 24 hours-a-day, seven days-a-week. The
Company s platform supports a fixed price format in which sellers and buyers trade items at a fixed price established
by sellers, and an auction format in which sellers list items for sale and buyers bid on items of interest.

Providing more efficient and effective payment methods from buyers to sellers is essential to creating a faster, easier
and safer online commerce experience. Traditional payment methods such as bank deposits and cash on delivery
present various obstacles to the online commerce experience, including lengthy processing time, inconvenience and
high costs. The Company addressed this opportunity through the introduction in 2004 of MercadoPago, an integrated
online payments solution. MercadoPago was designed to facilitate transactions on the MercadoLibre Marketplace by
providing an escrow mechanism that enables users to securely, easily and promptly send and receive payments online,
and has experienced consistent growth since its launch.

In 2004, the Company introduced an online classifieds platform for motor vehicles, vessels and aircrafts. Buyers
usually require a physical inspection of these items or specific types of interactions with the sellers before completing
a transaction, and therefore an online classified advertisements service is better suited for purchase and sale of these
types of items than the traditional online purchase and sale format. For these items, buyers can search by make, model,
year and price, and sellers can list their phone numbers and receive prospective buyers e-mail addresses, in order to
allow for instant and direct communication between sellers and potential buyers.

Table of Contents 14
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MercadoLibre, Inc.

Notes to Condensed Consolidated Financial Statements (unaudited)

1. Nature of Business (Continued)

In November 2005, the Company acquired certain operations of DeRemate.com Inc., a regional competing online
marketplace, including all of its operations in Brazil, Colombia, Ecuador, Mexico, Peru, Uruguay and Venezuela and
the majority of the shares of the capital stock of its subsidiaries (except for its Argentine and Chilean subsidiaries,
which were operated under the control of one of previous stockholders of DeRemate), for an aggregate purchase price
of $12.1 million, net of cash and cash equivalents acquired.

During 2006, the online classifieds platform was expanded to include the real estate category. Much in the same way
as with motor vehicles, vessels and aircrafts, purchases of real estate, require physical inspection of the property and is
therefore a business more suited to a classifieds model. For real estate listings, in addition to posting their contact
information, individual owners or real estate agents can also upload pictures and videos of the property for sale and
include maps of the property s location and layout.

During 2006, the Company launched several initiatives to improve its platform and expand its reach. Particularly
relevant were the launch of eShops, a new platform tailored to attract lower rotation items and increase the breadth of
products offered, the introduction of user generated information guides for buyers that improve the shopping
experience, and the expansion of the online classifieds model by adding the services category. In terms of geographic
expansion, the Company launched sites in Costa Rica, the Dominican Republic, and Panama.

In August 2007, the Company successfully completed its initial public offering pursuant to which the Company sold
3,000,000 shares of common stock and certain selling shareholders sold 15,488,762 shares of common stock, resulting
in net proceeds for the Company of approximately $49,573,239.

During 2007 the Company also launched a new and improved version of its MercadoPago payments platform in Chile
and Colombia as well as in Argentina during 2008. The new MercadoPago, in addition to improving the ease of use
and efficiency of payments for marketplace purchases, also allows for payments outside of the Company s
marketplaces. Users are able to transfer money to other users with MercadoPago accounts and to incorporate
MercadoPago as a means of payments in their independent commerce websites. In this way MercadoPago 3.0 as it has
been called is designed to meet the growing demand for Internet based payments systems in Latin America. In
addition, in December 2009, the Company started processing off-MercadoLibre transactions with selected sites in
Brazil as a Beta test using its new direct payments product, while maintaining the escrow product for
on-MercadoLibre transactions. On March 30, 2010, the Company started processing off-MercadoLibre transactions
through its new direct payments product to anyone in Brazil.

Table of Contents 15
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MercadoLibre, Inc.

Notes to Condensed Consolidated Financial Statements (unaudited)

1. Nature of Business (Continued)

In January 2008, the Company acquired 100% of the issued and outstanding shares of capital stock of Classified
Media Group, Inc., or CMG, and its subsidiaries. CMG and its subsidiaries operated an online classifieds platform
primarily dedicated to the sale of automobiles at www.tucarro.com in Venezuela, Colombia and Puerto Rico and real
estate at www.tuinmueble.com in Venezuela, Colombia, Panama, the United States, Costa Rica and the Canary
Islands. The Company paid for the shares of CMG and its subsidiaries $19 million, subject to certain escrows and
working capital adjustment clauses.

In September 2008, the Company completed the acquisition of DeRemate.com de Argentina S.A., DeRemate.com
Chile S.A., Interactivos y Digitales México S.A. de C.V. and Compaiiia de Negocios Interactiva de Colombia E.U. for
an aggregate purchase price of $37.6 million. The Company also purchased certain URLs, domains, trademarks,
databases and intellectual property rights related to those businesses for $ 2.4 million. The total purchase price was
subject to certain set off rights and working capital adjustment clauses.

As of March 31, 2010, the Company, through its wholly-owned subsidiaries, operated online commerce platforms
directed towards Argentina, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, Mexico, Panama,
Peru, Portugal, Uruguay and Venezuela, and online payments solutions directed towards Argentina, Brazil, Mexico,
Venezuela, Chile and Colombia. In addition, the Company operates a real estate classified platform that covers some
areas of Florida, U.S.A.

2.  Summary of Significant Accounting Policies

Basis of presentation

The accompanying condensed consolidated financial statements are prepared in conformity with accounting principles
generally accepted in the United States of America (U.S. GAAP) and include the accounts of the Company and its
wholly-owned subsidiaries. These financial statements are stated in US dollars. All significant intercompany
transactions and balances have been eliminated. Certain reclassifications have been made to prior year information to
conform to current year presentation.

Substantially all revenues and operating costs are generated in the Company s foreign operations, amounting to
approximately 99.3% and 98.7% of the consolidated totals during the three-month periods ended March 31, 2010 and
2009, respectively. Long-lived assets located in the foreign operations totaled $67,067,371 and $67,523,246 as of
March 31, 2010 and December 31, 2009, respectively. Cash and cash equivalents as well as short and long-term
investments, totaling $96,576,953 and $91,010,944 at March 31, 2010 and December 31, 2009, respectively, are
mainly located in the United States of America.

These unaudited interim financial statements reflect the Company s consolidated financial position as of March 31,
2010 and December 31, 2009. These statements also show the Company s consolidated statement of income for the
three-months ended March 31, 2010 and 2009, its consolidated statement of shareholders equity and its consolidated
statement of cash flows for the three months ended March 31, 2010 and 2009. These statements include all normal
recurring adjustments that management believes are necessary to fairly state the Company s financial position,
operating results and cash flows.
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MercadoLibre, Inc.

Notes to Condensed Consolidated Financial Statements (unaudited)

2. Summary of Significant Accounting Policies (Continued)

Basis of presentation (Continued)

Because all of the disclosures required by generally accepted accounting principles in the United States of America for
annual consolidated financial statements are not included herein, these interim financial statements should be read in
conjunction with the audited financial statements and the notes thereto for the year ended December 31, 2009,
contained in the Company s Annual Report on Form 10-K filed with the Securities and Exchange Commission ( SEC )
on February 26, 2010. The condensed consolidated statements of income, shareholders equity and cash flows for the
periods presented are not necessarily indicative of results expected for any future period.

Management has evaluated subsequent events through May 7, 2010 which is the date the financial statements were
issued.

Foreign Currency Translation

All of the Company s foreign operations have determined the local currency to be their functional currency, except for
Venezuela for the three-month periods ended March 31, 2010, as described below. Accordingly, these foreign
subsidiaries translate assets and liabilities from their local currencies to U.S. dollars using year end exchange rates
while income and expense accounts are translated at the average rates in effect during the year. The resulting
translation adjustment is recorded as part of other comprehensive income (loss), a component of shareholders equity
(deficit). Gains and losses resulting from transactions denominated in non-functional currencies are recognized in
earnings. Net foreign currency transaction losses are included in the consolidated statements of income under the
caption Foreign currency gains and amounted to $396,972 and $1,875,486 for the three-month periods ended
March 31, 2010 and 2009, respectively.

Until September 30, 2009, the Company translated its Venezuelan subsidiaries assets, liabilities, income and expense
accounts at the official rate of 2.15 Bolivares Fuertes per US dollar.

Starting in the fourth quarter of 2009, as a result of the changes in facts and circumstances that affect the Company s
ability to convert currency for dividends remittances using the official exchange rate in Venezuela, the Venezuelan
subsidiaries assets, liabilities, income and expense accounts have been translated using the parallel exchange rate
resulting in the recognition in that quarter of a currency translation adjustment of $16,977,276 recorded in other
comprehensive income. The average exchange rate used for translating the fourth quarter results was 5.67 Bolivares
Fuertes per US dollar and the year-end exchange rate used for translating assets and liabilities was 6.05 Bolivares
Fuertes per US dollar.

10
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MercadoLibre, Inc.

Notes to Condensed Consolidated Financial Statements (unaudited)

2. Summary of Significant Accounting Policies (Continued)

Foreign Currency Translation (Continued)

According to US GAAP, we have transitioned our Venezuelan operations to highly inflationary status as of January 1,
2010 considering the US dollar as the functional currency.

Therefore, no translation effect was accounted for in other comprehensive income during the three-month period
ended March 31, 2010 related to our Venezuelan operations.

Highly inflationary status in Venezuela

During May 2009, the International Practices Task Force discussed the highly inflationary status of the Venezuelan
economy. Historically, the Task Force has used the Consumer Price Index (CPI) when considering the inflationary
status of the Venezuelan economy.

The CPI has existed since 1984. However, the CPI covers only the cities of Caracas and Maracaibo. Commencing on
January 1, 2008, the National Consumer Price Index (NCPI) has been developed to cover the entire country of
Venezuela. Since inflation data is not available to compute a cumulative three year inflation rate for the entire country
solely based on the NCPI, the Company uses a blended rate using the NCPI and CPI to calculate Venezuelan inflation
rate.

The cumulative three year inflation rate as of December 31, 2009 was calculated using the CPI information for periods
before January 1, 2008 and NCPI information for the periods after January 1, 2008. The blended CPI/NCPI three-year
inflation index (23 months of NCPI and 13 months of CPI) as of November 30, 2009 exceeded 100%. According to
US GAAP, calendar year-end companies should apply highly inflationary accounting as from January 1, 2010.
Therefore, the Company has transitioned its Venezuelan operations to highly inflationary status as of January 1, 2010
considering the US dollar as the functional currency.

Taxes on revenues

The Company s subsidiaries in Brazil, Argentina, Venezuela and Colombia are subject to certain taxes on revenues
which are classified as cost of revenues. Taxes on revenues totaled $3,008,089 and $1,727,401 for the three-month
periods ended March 31, 2010 and 2009, respectively.

Income Tax

From fiscal year 2008 to fiscal year 2018, the Company s Argentine subsidiary is a beneficiary of a software
development law. Part of the benefits obtained from being a beneficiary of the aforementioned law is a relief of 60%
of total income tax determined in each year, during these 10 years. Aggregate tax benefit totaled $789,686 and
$703,206 for the three-month periods ended March 31, 2010 and 2009, respectively. Aggregate per share effect of the
Argentine tax holiday amounts to $0.02 and $0.02 for the three-month periods ended March 31, 2010 and 2009,
respectively. If the Company had not been granted the Argentine tax holiday, the Company would have pursued an
alternative tax planning strategy and, therefore, the impact of not having this particular benefit would not necessarily
be the abovementioned dollar and per share effect.

11
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MercadoLibre, Inc.

Notes to Condensed Consolidated Financial Statements (unaudited)

2. Summary of Significant Accounting Policies (Continued)

Income Tax (Continued)

As of March 31, 2010 and December 31, 2009, MercadoLibre, Inc has included in the non-current deferred tax assets
line the foreign tax credits related to the dividend distributions received from its subsidiaries for a total amount of
$3,646,709 and $2,879,999, respectively. Those foreign tax credits will be used to offset the future domestic income
tax payable.

Use of estimates

The preparation of condensed consolidated financial statements in conformity with generally accepted accounting
principles 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 financial statements and the reported
amounts of revenues and expenses during the reporting period. Estimates are used for, but not limited to accounting
for allowance for doubtful accounts, depreciation, amortization, impairment and useful lives of long-lived assets,
compensation cost related to cash and share-based compensation and restricted shares, recognition of current and
deferred income taxes and contingencies. Actual results could differ from those estimates.

Comprehensive Income

Comprehensive income is comprised of two components, net income and other comprehensive income (loss), and
defined as all other changes in equity of the Company that result from transactions other than with shareholders. Other
comprehensive income (loss) includes the cumulative translation adjustment relating to the translation of the financial
statements of the Company s foreign subsidiaries and unrealized gains on investments classified as available-for-sale
securities. Total comprehensive income for the three-month periods ended March 31, 2010 and 2009 amounted to
$8,990,935 and $2,004,988, respectively.

3. Net income per share

Basic earnings per share for the Company s common stock is computed by dividing net income available to common
shareholders attributable to common stock for the period by the weighted average number of common shares
outstanding during the period.

The Company s restricted shares granted to its outside directors were participating securities. Accordingly, net income
available to common stockholders for the three-month period ended March 31, 2010 and 2009, was allocated between
unvested restricted shares and common stock under the two class method for purposes of computing basic and diluted
earnings per share.
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3. Net income per share (Continued)

Diluted earnings per share for the Company s common stock assume the exercise of outstanding stock options and
vesting restricted shares, additional shares and shares granted under the 2008 Long Term Retention Plan under the
Company s stock based employee compensation plans.
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