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▪

The securities offered by this pricing supplement are unsecured debt securities issued by Citigroup Global Markets
Holdings Inc. and guaranteed by Citigroup Inc. The securities offer the potential for periodic contingent coupon
payments at an annualized rate that, if all are paid, would produce a yield that is generally higher than the yield on our
conventional debt securities of the same maturity. In exchange for this higher potential yield, you must be willing to
accept the risks that (i) your actual yield may be lower than the yield on our conventional debt securities of the same
maturity because you may not receive one or more, or any, contingent coupon payments, (ii) your actual yield may be
negative because the value of what you receive at maturity may be significantly less than the stated principal amount
of your securities and may be zero and (iii) the securities may be automatically called for redemption prior to maturity
beginning on the first potential autocall date specified below. Each of these risks will depend on the performance of
the underlying specified below. Although you will have downside exposure to the underlying, you will not receive
dividends with respect to the underlying or participate in any appreciation of the underlying.

▪

Investors in the securities must be willing to accept (i) an investment that may have limited or no liquidity and (ii) the
risk of not receiving any payments due under the securities if we and Citigroup Inc. default on our obligations. All
payments on the securities are subject to the credit risk of Citigroup Global Markets Holdings Inc. and
Citigroup Inc.

KEY TERMS

Issuer: Citigroup Global Markets Holdings Inc., a wholly
owned subsidiary of Citigroup Inc.

Guarantee: All payments due on the securities are fully and
unconditionally guaranteed by Citigroup Inc.

Underlying: SPDR® S&P® Oil & Gas Exploration & Production
ETF

Stated principal amount: $1,000 per security
Pricing date: December 14, 2018
Issue date: December 19, 2018
Valuation dates: March 14, 2019, June 14, 2019, September 16, 2019,

December 16, 2019, March 16, 2020, June 15, 2020,
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September 14, 2020, December 14, 2020, March 15,
2021, June 14, 2021, September 14, 2021, December
14, 2021, March 14, 2022, June 14, 2022, September
14, 2022, December 14, 2022, March 14, 2023, June
14, 2023, September 14, 2023 and December 14, 2023
(the “final valuation date”), each subject to
postponement if such date is not a scheduled trading
day or certain market disruption events occur

Maturity date: Unless earlier redeemed, December 19, 2023

Contingent coupon payment dates:
The fifth business day after each valuation date, except
that the contingent coupon payment date following the
final valuation date will be the maturity date

Contingent coupon:

On each contingent coupon payment date, unless
previously redeemed, the securities will pay a
contingent coupon equal to 3.375% of the stated
principal amount of the securities (equivalent to a
contingent coupon rate of 13.5% per annum) if and
only if the closing value of the underlying on the
immediately preceding valuation date is greater than
or equal to the coupon barrier value.  If the closing
value of the underlying on any valuation date is less
than the coupon barrier value, you will not receive
any contingent coupon payment on the immediately
following contingent coupon payment date.

Payment at maturity: If the securities are not automatically redeemed prior
to maturity, you will receive at maturity for each
security you then hold:

▪	 If the final underlying value is greater than or
equal to the final barrier value:

$1,000 + the contingent coupon payment due at
maturity

▪	 If the final underlying value is less than the final
barrier value:

$1,000 + ($1,000 x the underlying return)

If the securities are not automatically redeemed
prior to maturity and the final underlying value is
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less than the final barrier value, you will receive
significantly less than the stated principal amount
of your securities, and possibly nothing, at
maturity, and you will not receive any contingent
coupon payment at maturity.

Initial underlying value: $29.09, the closing value of the underlying on the
pricing date

Final underlying value: The closing value of the underlying on the final
valuation date

Coupon barrier value: $20.363, 70% of the initial underlying value
Final barrier value: $20.363, 70% of the initial underlying value

Listing: The securities will not be listed on any securities
exchange

Underwriter: Citigroup Global Markets Inc. (“CGMI”), an affiliate of
the issuer, acting as principal

Underwriting fee and issue price: Issue price(1) Underwriting fee(2) Proceeds to issuer
Per security: $1,000 — $1,000
Total: $9,270,000 — $9,270,000
(Key Terms continued on next page)

(1) On the date of this pricing supplement, the estimated value of the securities is $985.30 per security, which is less
than the issue price. The estimated value of the securities is based on CGMI’s proprietary pricing models and our
internal funding rate. It is not an indication of actual profit to CGMI or other of our affiliates, nor is it an indication of
the price, if any, at which CGMI or any other person may be willing to buy the securities from you at any time after
issuance. See “Valuation of the Securities” in this pricing supplement.

(2) For more information on the distribution of the securities, see “Supplemental Plan of Distribution” in this pricing
supplement. CGMI and its affiliates may profit from hedging activity related to this offering, even if the value of the
securities declines. See “Use of Proceeds and Hedging” in the accompanying prospectus.

Investing in the securities involves risks not associated with an investment in conventional debt securities. See
“Summary Risk Factors” beginning on page PS-4.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the securities or determined that this pricing supplement and the accompanying product
supplement, underlying supplement, prospectus supplement and prospectus are truthful or complete. Any
representation to the contrary is a criminal offense.

You should read this pricing supplement together with the accompanying product supplement, underlying
supplement, prospectus supplement and prospectus, which can be accessed via the hyperlinks below:
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Product Supplement No. EA-04-07 dated June 15, 2018	        Underlying Supplement No. 7 dated July 16, 2018

Prospectus Supplement and Prospectus each dated April 7, 2017

The securities are not bank deposits and are not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other governmental agency, nor are they obligations of, or guaranteed by, a bank.
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Citigroup Global Markets Holdings Inc.

KEY TERMS
(continued)

Automatic
early
redemption:

If, on any potential autocall date, the closing value of the underlying is greater than or equal to the
initial underlying value, each security you then hold will be automatically called on that potential
autocall date for redemption on the immediately following contingent coupon payment date for an
amount in cash equal to $1,000 plus the related contingent coupon payment. The automatic early
redemption feature may significantly limit your potential return on the securities. If the underlying
performs in a way that would otherwise be favorable, the securities are likely to be automatically
called for redemption prior to maturity, cutting short your opportunity to receive contingent coupon
payments.  The securities may be automatically called for redemption as early as the first potential
autocall date specified below.

Potential
autocall dates: Each valuation date beginning in December 2019 and ending in September 2023

Underlying
return:

(i) The final underlying value minus the initial underlying value, divided by (ii) the initial underlying
value

CUSIP / ISIN: 17326YTR7 / US17326YTR70

PS-2

Edgar Filing: CITIGROUP INC - Form 424B2

5



Citigroup Global Markets Holdings Inc.

Additional Information

General. The terms of the securities are set forth in the accompanying product supplement, prospectus supplement
and prospectus, as supplemented by this pricing supplement. The accompanying product supplement, prospectus
supplement and prospectus contain important disclosures that are not repeated in this pricing supplement. For
example, the accompanying product supplement contains important information about how the closing value of the
underlying will be determined and about adjustments that may be made to the terms of the securities upon the
occurrence of market disruption events and other specified events with respect to the underlying. The accompanying
underlying supplement contains information about the underlying that is not repeated in this pricing supplement. It is
important that you read the accompanying product supplement, underlying supplement, prospectus supplement and
prospectus together with this pricing supplement in deciding whether to invest in the securities. Certain terms used but
not defined in this pricing supplement are defined in the accompanying product supplement.

Closing Value. The “closing value” of the underlying on any date is the closing price of its underlying shares on such
date, as provided in the accompanying product supplement. The “underlying shares” of the underlying are its shares that
are traded on a U.S. national securities exchange. Please see the accompanying product supplement for more
information.

Hypothetical Examples

The examples in the first section below illustrate how to determine whether a contingent coupon will be paid and
whether the securities will be automatically called for redemption following a valuation date that is also a potential
autocall date. The examples in the second section below illustrate how to determine the payment at maturity on the
securities, assuming the securities are not automatically redeemed prior to maturity. The examples are solely for
illustrative purposes, do not show all possible outcomes and are not a prediction of any payment that may be made on
the securities.

The examples below are based on the following hypothetical values and do not reflect the actual initial underlying
value, coupon barrier value or final barrier value. For the actual initial underlying value, coupon barrier value and
final barrier value, see the cover page of this pricing supplement. We have used these hypothetical values, rather than
the actual values, to simplify the calculations and aid understanding of how the securities work. However, you should
understand that the actual payments on the securities will be calculated based on the actual initial underlying value,
coupon barrier value and final barrier value, and not the hypothetical values indicated below.
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Hypothetical initial underlying value: $100
Hypothetical coupon barrier value: $70 (70% of the hypothetical initial underlying value)
Hypothetical final barrier value: $70 (70% of the hypothetical initial underlying value)

Hypothetical Examples of Contingent Coupon Payments and any Payment upon Automatic Early Redemption
Following a Valuation Date that is also a Potential Autocall Date

The hypothetical examples below illustrate how to determine whether a contingent coupon will be paid and whether
the securities will be automatically redeemed following a hypothetical valuation date that is also a potential autocall
date, assuming that the closing value of the underlying on the hypothetical valuation date is as indicated below.

PS-3

Edgar Filing: CITIGROUP INC - Form 424B2

7



Citigroup Global Markets Holdings Inc.

Hypothetical closing value of underlying on
hypothetical valuation date

Hypothetical payment per $1,000 security on related
contingent coupon payment date

Example
1

$85

(greater than coupon barrier value; less than
initial underlying value)

$33.75
(contingent coupon is paid; securities not redeemed)

Example
2

$45 

(less than coupon barrier value)

$0
(no contingent coupon; securities not redeemed)

Example
3

$110

(greater than coupon barrier value and initial
underlying value)

$1,033.75
(contingent coupon is paid; securities redeemed)

Example 1: On the hypothetical valuation date, the closing value of the underlying is greater than the coupon barrier
value but less than the initial underlying value. As a result, investors in the securities would receive the contingent
coupon payment on the related contingent coupon payment date and the securities would not be automatically
redeemed.

Example 2: On the hypothetical valuation date, the closing value of the underlying is less than the coupon barrier
value. As a result, investors would not receive any payment on the related contingent coupon payment date and the
securities would not be automatically redeemed.

Investors in the securities will not receive a contingent coupon on the contingent coupon payment date
following a valuation date if the closing value of the underlying on that valuation date is less than the coupon
barrier value.

Example 3: On the hypothetical valuation date, the closing value of the underlying is greater than both the coupon
barrier value and the initial underlying value. As a result, the securities would be automatically redeemed on the
related contingent coupon payment date for an amount in cash equal to $1,000 plus the related contingent coupon
payment.
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If the valuation date were not also a potential autocall date, the securities would not be automatically redeemed on the
related contingent coupon payment date.

Hypothetical Examples of the Payment at Maturity on the Securities

The next hypothetical examples illustrate the calculation of the payment at maturity on the securities, assuming that
the securities have not been earlier automatically redeemed and that the final underlying value is as indicated below.

Hypothetical final underlying value Hypothetical payment at maturity per $1,000 security

Example 4
$130

(greater than final barrier value)
$1,033.75

Example 5
$30

(less than final barrier value)
$300

Example 6
$0

(less than final barrier value)
$0

Example 4: The final underlying value is greater than the final barrier value. Accordingly, at maturity, you would
receive the stated principal amount of the securities plus the contingent coupon payment due at maturity, but you
would not participate in the appreciation of the underlying.

Example 5: The final underlying value is less than the final barrier value. Accordingly, at maturity, you would receive
a payment per security calculated as follows:

Payment at maturity = $1,000 + ($1,000 × the underlying return)

= $1,000 + ($1,000 × -70%)

= $1,000 + -$700

= $300

In this scenario, because the final underlying value is less than the final barrier value, you would lose a significant
portion of your investment in the securities. In addition, because the final underlying value is below the coupon barrier
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value, you would not receive any contingent coupon payment at maturity.

It is possible that the closing value of the underlying will be less than the coupon barrier value on each valuation date
and less than the final barrier value on the final valuation date, such that you will not receive any contingent coupon
payments over the term of the securities and will receive significantly less than the stated principal amount of your
securities, and possibly nothing, at maturity.

PS-4
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Citigroup Global Markets Holdings Inc.

Summary Risk Factors

An investment in the securities is significantly riskier than an investment in conventional debt securities. The
securities are subject to all of the risks associated with an investment in our conventional debt securities (guaranteed
by Citigroup Inc.), including the risk that we and Citigroup Inc. may default on our obligations under the securities,
and are also subject to risks associated with the underlying. Accordingly, the securities are suitable only for investors
who are capable of understanding the complexities and risks of the securities. You should consult your own financial,
tax and legal advisors as to the risks of an investment in the securities and the suitability of the securities in light of
your particular circumstances.

The following is a summary of certain key risk factors for investors in the securities. You should read this summary
together with the more detailed description of risks relating to an investment in the securities contained in the section
“Risk Factors Relating to the Securities” beginning on page EA-7 in the accompanying product supplement. You should
also carefully read the risk factors included in the accompanying prospectus supplement and in the documents
incorporated by reference in the accompanying prospectus, including Citigroup Inc.’s most recent Annual Report on
Form 10-K and any subsequent Quarterly Reports on Form 10-Q, which describe risks relating to the business of
Citigroup Inc. more generally.

▪

You may lose a significant portion or all of your investment. Unlike conventional debt securities, the securities do
not provide for the repayment of the stated principal amount at maturity in all circumstances. If the securities are not
automatically redeemed prior to maturity, your payment at maturity will depend on the final underlying value of the
underlying. If the final underlying value is less than the final barrier value, you will lose 1% of the stated principal
amount of the securities for every 1% by which the underlying has declined from the initial underlying value. There is
no minimum payment at maturity on the securities, and you may lose up to all of your investment.

▪

You will not receive any contingent coupon on the contingent coupon payment date following any valuation
date on which the closing value of the underlying is less than the coupon barrier value. A contingent coupon
payment will be made on a contingent coupon payment date if and only if the closing value of the underlying on the
immediately preceding valuation date is greater than or equal to the coupon barrier value. If the closing value of the
underlying on any valuation date is less than the coupon barrier value, you will not receive any contingent coupon
payment on the immediately following contingent coupon payment date. If the closing value of the underlying on
each valuation date is below the coupon barrier value, you will not receive any contingent coupon payments over the
term of the securities.

▪Higher contingent coupon rates are associated with greater risk. The securities offer contingent coupon payments
at an annualized rate that, if all are paid, would produce a yield that is generally higher than the yield on our
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conventional debt securities of the same maturity. This higher potential yield is associated with greater levels of
expected risk as of the pricing date for the securities, including the risk that you may not receive a contingent coupon
payment on one or more, or any, contingent coupon payment dates and the risk that the value of what you receive at
maturity may be significantly less than the stated principal amount of your securities and may be zero. The volatility
of the closing value of the underlying is an important factor affecting these risks. Greater expected volatility of the
closing value of the underlying as of the pricing date may result in a higher contingent coupon rate, but would also
represent a greater expected likelihood as of the pricing date that the closing value of the underlying on one or more
valuation dates will be less than the coupon barrier value, such that you will not receive one or more, or any,
contingent coupon payments during the term of the securities, and that the final underlying value will be less than the
final barrier value, such that you will not be repaid the stated principal amount of your securities at maturity.

▪

You may not be adequately compensated for assuming the downside risk of the underlying. The potential
contingent coupon payments on the securities are the compensation you receive for assuming the downside risk of the
underlying, as well as all the other risks of the securities. That compensation is effectively “at risk” and may, therefore,
be less than you currently anticipate. First, the actual yield you realize on the securities could be lower than you
anticipate because the coupon is “contingent” and you may not receive a contingent coupon payment on one or more, or
any, of the contingent coupon payment dates. Second, the contingent coupon payments are the compensation you
receive not only for the downside risk of the underlying, but also for all of the other risks of the securities, including
the risk that the securities may be automatically redeemed prior to maturity, interest rate risk and our and Citigroup
Inc.’s credit risk. If those other risks increase or are otherwise greater than you currently anticipate, the contingent
coupon payments may turn out to be inadequate to compensate you for all the risks of the securities, including the
downside risk of the underlying.

▪

The securities may be automatically redeemed prior to maturity, limiting your opportunity to receive
contingent coupon payments. On any potential autocall date, the securities will be automatically called for
redemption if the closing value of the underlying on that potential autocall date is greater than or equal to the initial
underlying value. As a result, if the underlying performs in a way that would otherwise be favorable, the securities are
likely to be automatically redeemed, cutting short your opportunity to receive contingent coupon payments. If the
securities are automatically redeemed prior to maturity, you may not be able to reinvest your funds in another
investment that provides a similar yield with a similar level of risk.

▪

The securities offer downside exposure to the underlying, but no upside exposure to the underlying. You will
not participate in any appreciation in the value of the underlying over the term of the securities. Consequently, your
return on the securities will be limited to the contingent coupon payments you receive, if any, and may be
significantly less than the return on the underlying over the term of the securities.

PS-5
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Citigroup Global Markets Holdings Inc.

▪

You will not receive dividends or have any other rights with respect to the underlying. You will not receive any
dividends with respect to the underlying. This lost dividend yield may be significant over the term of the securities.
The payment scenarios described in this pricing supplement do not show any effect of such lost dividend yield over
the term of the securities. In addition, you will not have voting rights or any other rights with respect to the underlying
or the stocks included in the underlying.

▪

The performance of the securities will depend on the closing value of the underlying solely on the valuation
dates, which makes the securities particularly sensitive to volatility of the closing value of the underlying.
Whether the contingent coupon will be paid on any given contingent coupon payment date and whether the securities
will be automatically redeemed prior to maturity will depend on the closing value of the underlying solely on the
applicable valuation dates, regardless of the closing value of the underlying on other days during the term of the
securities. If the securities are not automatically redeemed prior to maturity, what you receive at maturity will depend
solely on the closing value of the underlying on the final valuation date, and not on any other day during the term of
the securities. Because the performance of the securities depends on the closing value of the underlying on a limited
number of dates, the securities will be particularly sensitive to volatility of the closing value of the underlying. You
should understand that the closing value of the underlying has historically been highly volatile.

▪
The securities are subject to the credit risk of Citigroup Global Markets Holdings Inc. and Citigroup Inc. If we
default on our obligations under the securities and Citigroup Inc. defaults on its guarantee obligations, you may not
receive anything owed to you under the securities.

▪

The securities will not be listed on any securities exchange and you may not be able to sell them prior to
maturity. The securities will not be listed on any securities exchange. Therefore, there may be little or no secondary
market for the securities. CGMI currently intends to make a secondary market in relation to the securities and to
provide an indicative bid price for the securities on a daily basis. Any indicative bid price for the securities provided
by CGMI will be determined in CGMI’s sole discretion, taking into account prevailing market conditions and other
relevant factors, and will not be a representation by CGMI that the securities can be sold at that price, or at all. CGMI
may suspend or terminate making a market and providing indicative bid prices without notice, at any time and for any
reason. If CGMI suspends or terminates making a market, there may be no secondary market at all for the securities
because it is likely that CGMI will be the only broker-dealer that is willing to buy your securities prior to maturity.
Accordingly, an investor must be prepared to hold the securities until maturity.

▪The estimated value of the securities on the pricing date, based on CGMI’s proprietary pricing models and our
internal funding rate, is less than the issue price. The difference is attributable to certain costs associated with
selling, structuring and hedging the securities that are included in the issue price. These costs include (i) any selling
concessions or other fees paid in connection with the offering of the securities, (ii) hedging and other costs incurred
by us and our affiliates in connection with the offering of the securities and (iii) the expected profit (which may be
more or less than actual profit) to CGMI or other of our affiliates in connection with hedging our obligations under the
securities. These costs adversely affect the economic terms of the securities because, if they were lower, the economic
terms of the securities would be more favorable to you. The economic terms of the securities are also likely to be
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adversely affected by the use of our internal funding rate, rather than our secondary market rate, to price the securities.
See “The estimated value of the securities would be lower if it were calculated based on our secondary market rate”
below.

▪

The estimated value of the securities was determined for us by our affiliate using proprietary pricing
models. CGMI derived the estimated value disclosed on the cover page of this pricing supplement from its
proprietary pricing models. In doing so, it may have made discretionary judgments about the inputs to its
models, such as the volatility of the closing value of the underlying, the dividend yield on the underlying and
interest rates. CGMI’s views on these inputs may differ from your or others’ views, and as an underwriter in
this offering, CGMI’s interests may conflict with yours. Both the models and the inputs to the models may
prove to be wrong and therefore not an accurate reflection of the value of the securities. Moreover, the
estimated value of the securities set forth on the cover page of this pricing supplement may differ from the
value that we or our affiliates may determine for the securities for other purposes, including for accounting
purposes. You should not invest in the securities because of the estimated value of the securities. Instead,
you should be willing to hold the securities to maturity irrespective of the initial estimated value.

▪

The estimated value of the securities would be lower if it were calculated based on our secondary market rate.
The estimated value of the securities included in this pricing supplement is calculated based on our internal funding
rate, which is the rate at which we are willing to borrow funds through the issuance of the securities. Our internal
funding rate is generally lower than our secondary market rate, which is the rate that CGMI will use in determining
the value of the securities for purposes of any purchases of the securities from you in the secondary market. If the
estimated value included in this pricing supplement were based on our secondary market rate, rather than our internal
funding rate, it would likely be lower. We determine our internal funding rate based on factors such as the costs
associated with the securities, which are generally higher than the costs associated with conventional debt securities,
and our liquidity needs and preferences. Our internal funding rate is not an interest rate that is payable on the
securities.

Because there is not an active market for traded instruments referencing our outstanding debt obligations, CGMI
determines our secondary market rate based on the market price of traded instruments referencing the debt obligations
of Citigroup Inc., our parent company and the guarantor of all payments due on the securities, but subject to
adjustments that CGMI makes in its sole discretion. As a result, our secondary market rate is not a market-determined
measure of our creditworthiness, but rather reflects

PS-6

Edgar Filing: CITIGROUP INC - Form 424B2

14



Citigroup Global Markets Holdings Inc.

the market’s perception of our parent company’s creditworthiness as adjusted for discretionary factors such as CGMI’s
preferences with respect to purchasing the securities prior to maturity.

▪

The estimated value of the securities is not an indication of the price, if any, at which CGMI or any other
person may be willing to buy the securities from you in the secondary market. Any such secondary market price
will fluctuate over the term of the securities based on the market and other factors described in the next risk factor.
Moreover, unlike the estimated value included in this pricing supplement, any value of the securities determined for
purposes of a secondary market transaction will be based on our secondary market rate, which will likely result in a
lower value for the securities than if our internal funding rate were used. In addition, any secondary market price for
the securities will be reduced by a bid-ask spread, which may vary depending on the aggregate stated principal
amount of the securities to be purchased in the secondary market transaction, and the expected cost of unwinding
related hedging transactions. As a result, it is likely that any secondary market price for the securities will be less than
the issue price.

▪

The value of the securities prior to maturity will fluctuate based on many unpredictable factors. The value of
your securities prior to maturity will fluctuate based on the closing value of the underlying, the volatility of the
closing value of the underlying, the dividend yield on the underlying, interest rates generally, the time remaining to
maturity and our and Citigroup Inc.’s creditworthiness, as reflected in our secondary market rate, among other factors
described under “Risk Factors Relating to the Securities—Risk Factors Relating to All Securities—The value of your
securities prior to maturity will fluctuate based on many unpredictable factors” in the accompanying product
supplement. Changes in the closing value of the underlying may not result in a comparable change in the value of
your securities. You should understand that the value of your securities at any time prior to maturity may be
significantly less than the issue price.

▪

Immediately following issuance, any secondary market bid price provided by CGMI, and the value that will be
indicated on any brokerage account statements prepared by CGMI or its affiliates, will reflect a temporary
upward adjustment. The amount of this temporary upward adjustment will steadily decline to zero over the
temporary adjustment period. See “Valuation of the Securities” in this pricing supplement.

▪

The SPDR® S&P® Oil & Gas Exploration & Production ETF is subject to concentrated risks associated with
the oil and gas exploration and production industry. The stocks included in the index underlying the SPDR®

S&P® Oil & Gas Exploration & Production ETF and that are generally tracked by the SPDR® S&P® Oil & Gas
Exploration & Production ETF are stocks of companies whose primary business is associated with the exploration and
production of oil and gas. The oil and gas industry is significantly affected by a number of factors that influence
worldwide economic conditions and oil prices, such as natural disasters, supply disruptions, geopolitical events and
other factors that may offset or magnify each other, including:

o employment levels and job growth;
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o worldwide and domestic supplies of, and demand for, oil and gas;

o the cost of exploring for, developing, producing, refining and marketing oil and gas;

o consumer confidence;

o changes in weather patterns and climatic changes;

othe ability of the members of Organization of Petroleum Exporting Countries and other oil and gas producing nations
to agree to and maintain production levels;

o the price and availability of alternative and competing fuels;

o domestic and foreign governmental regulations and taxes;

othe worldwide military and political environment, uncertainty or instability resulting from an escalation or additional
outbreak of armed hostilities or further acts of terrorism in the United States, or elsewhere; and

o general economic conditions worldwide.

These or other factors or the absence of such factors could cause a downturn in the oil and natural gas industries
generally or regionally and could cause the value of the underlying shares of the SPDR® S&P® Oil & Gas Exploration
& Production ETF to decline during the term of the securities.

▪

Our offering of the securities is not a recommendation of the underlying. The fact that we are offering the
securities does not mean that we believe that investing in an instrument linked to the underlying is likely to achieve
favorable returns. In fact, as we are part of a global financial institution, our affiliates may have positions (including
short positions) in the underlying or in instruments related to the underlying, and may publish research or express
opinions, that in each case are inconsistent with an

PS-7
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Citigroup Global Markets Holdings Inc.

investment linked to the underlying. These and other activities of our affiliates may affect the closing value of the
underlying in a way that negatively affects the value of and your return on the securities.

▪

The closing value of the underlying may be adversely affected by our or our affiliates’ hedging and other
trading activities. We expect to hedge our obligations under the securities through CGMI or other of our affiliates,
who may take positions in the underlying or in financial instruments related to the underlying and may adjust such
positions during the term of the securities. Our affiliates also take positions in the underlying or in financial
instruments related to the underlying on a regular basis (taking long or short positions or both), for their accounts, for
other accounts under their management or to facilitate transactions on behalf of customers. These activities could
affect the closing value of the underlying in a way that negatively affects the value of and your return on the
securities. They could also result in substantial returns for us or our affiliates while the value of the securities declines.

▪

We and our affiliates may have economic interests that are adverse to yours as a result of our affiliates’ business
activities. Our affiliates engage in business activities with a wide range of companies. These activities include
extending loans, making and facilitating investments, underwriting securities offerings and providing advisory
services. These activities could involve or affect the underlying in a way that negatively affects the value of and your
return on the securities. They could also result in substantial returns for us or our affiliates while the value of the
securities declines. In addition, in the course of this business, we or our affiliates may acquire non-public information,
which will not be disclosed to you.

▪

The calculation agent, which is an affiliate of ours, will make important determinations with respect to the
securities. If certain events occur during the term of the securities, such as market disruption events and other events
with respect to the underlying, CGMI, as calculation agent, will be required to make discretionary judgments that
could significantly affect your return on the securities. In making these judgments, the calculation agent’s interests as
an affiliate of ours could be adverse to your interests as a holder of the securities. See “Risks Relating to the
Securities—Risks Relating to All Securities—The calculation agent, which is an affiliate of ours, will make important
determinations with respect to the securities” in the accompanying product supplement.

▪

Even if the underlying pays a dividend that it identifies as special or extraordinary, no adjustment will be
required under the securities for that dividend unless it meets the criteria specified in the accompanying
product supplement. In general, an adjustment will not be made under the terms of the securities for any cash
dividend paid by the underlying unless the amount of the dividend per share, together with any other dividends paid in
the same quarter, exceeds the dividend paid per share in the most recent quarter by an amount equal to at least 10% of
the closing value of the underlying on the date of declaration of the dividend. Any dividend will reduce the closing
value of the underlying by the amount of the dividend per share. If the underlying pays any dividend for which an
adjustment is not made under the terms of the securities, holders of the securities will be adversely affected. See
“Description of the Securities—Certain Additional Terms for Securities Linked to an Underlying Company or an
Underlying ETF—Dilution and Reorganization Adjustments—Certain Extraordinary Cash Dividends” in the accompanying
product supplement.
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▪

The securities will not be adjusted for all events that may have a dilutive effect on or otherwise adversely affect
the closing value of the underlying. For example, we will not make any adjustment for ordinary dividends or
extraordinary dividends that do not meet the criteria described above, partial tender offers or additional underlying
share issuances. Moreover, the adjustments we do make may not fully offset the dilutive or adverse effect of the
particular event. Investors in the securities may be adversely affected by such an event in a circumstance in which a
direct holder of the underlying shares would not.

▪

The securities may become linked to an underlying other than the original underlying upon the occurrence of a
reorganization event or upon the delisting of the underlying shares. For example, if the underlying enters into a
merger agreement that provides for holders of the underlying shares to receive shares of another entity and such
shares are marketable securities, the closing value of the underlying following consummation of the merger will be
based on the value of such other shares. Additionally, if the underlying shares are delisted, the calculation agent may
select a successor underlying. See “Description of the Securities—Certain Additional Terms for Securities Linked to an
Underlying Company or an Underlying ETF” in the accompanying product supplement.

▪

The value and performance of the underlying shares may not completely track the performance of the
underlying index that the underlying seeks to track or the net asset value per share of the underlying. The
underlying does not fully replicate the underlying index that it seeks to track and may hold securities different from
those included in its underlying index. In addition, the performance of the underlying will reflect additional
transaction costs and fees that are not included in the calculation of its underlying index. All of these factors may lead
to a lack of correlation between the performance of the underlying and its underlying index. In addition, corporate
actions with respect to the equity securities held by the underlying (such as mergers and spin-offs) may impact the
variance between the performance of the underlying and its underlying index. Finally, because the underlying shares
are traded on an exchange and are subject to market supply and investor demand, the closing value of the underlying
may differ from the net asset value per share of the underlying.

During periods of market volatility, securities included in the underlying’s underlying index may be unavailable in the
secondary market, market participants may be unable to calculate accurately the net asset value per share of the
underlying and the liquidity of the underlying may be adversely affected. This kind of market volatility may also
disrupt the ability of market participants to

PS-8
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create and redeem shares of the underlying. Further, market volatility may adversely affect, sometimes materially, the
price at which market participants are willing to buy and sell the underlying shares. As a result, under these
circumstances, the closing value of the underlying may vary substantially from the net asset value per share of the
underlying. For all of the foregoing reasons, the performance of the underlying may not correlate with the
performance of its underlying index and/or its net asset value per share, which could materially and adversely affect
the value of the securities and/or reduce your return on the securities.

▪

Changes that affect the underlying may affect the value of your securities. The sponsor of the underlying may at
any time make methodological changes or other changes in the manner in which it operates that could affect the value
of the underlying. We are not affiliated with such underlying sponsor and, accordingly, we have no control over any
changes such sponsor may make. Such changes could adversely affect the performance of the underlying and the
value of and your return on the securities.

▪

The U.S. federal tax consequences of an investment in the securities are unclear. There is no direct
legal authority regarding the proper U.S. federal tax treatment of the securities, and we do not plan to
request a ruling from the Internal Revenue Service (the “IRS”). Consequently, significant aspects of the tax
treatment of the securities are uncertain, and the IRS or a court might not agree with the treatment of the
securities as described in “United States Federal Tax Considerations” below. If the IRS were successful in
asserting an alternative treatment, the tax consequences of ownership and disposition of the securities
might be materially and adversely affected. Moreover, as described in the accompanying product
supplement under “United States Federal Tax Considerations,” in 2007 the U.S. Treasury Department and the
IRS released a notice requesting comments on various issues regarding the U.S. federal income tax
treatment of “prepaid forward contracts” and similar instruments. While it is not clear whether the securities
would be viewed as similar to the typical prepaid forward contract described in the notice, it is possible
that any Treasury regulations or other guidance promulgated after consideration of these issues could
materially and adversely affect the tax consequences of an investment in the securities, including the
character and timing of income or loss recognized by U.S. investors, possibly with retroactive effect. You
should read carefully the discussion under “United States Federal Tax Considerations” and “Risk Factors
Relating to the Securities” in the accompanying product supplement and “United States Federal Tax
Considerations” in this pricing supplement. You should also consult your tax adviser regarding the U.S.
federal tax consequences of an investment in the securities, as well as tax consequences arising under the
laws of any state, local or non-U.S. taxing jurisdiction.

Non-U.S. investors should note that persons having withholding responsibility in respect of the securities may
withhold on any coupon payment paid to a non-U.S. investor, generally at a rate of 30%. To the extent that we have
withholding responsibility in respect of the securities, we intend to so withhold.
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In addition, Section 871(m) of the Internal Revenue Code of 1986, as amended (the “Code”), imposes a withholding tax
of up to 30% on “dividend equivalents” paid or deemed paid to non-U.S. investors in respect of certain financial
instruments linked to U.S. equities. In light of Treasury regulations, as modified by an IRS notice, that provide a
general exemption for financial instruments issued prior to January 1, 2021 that do not have a “delta” of one, the
securities should not be subject to withholding under Section 871(m). However, the IRS could challenge this
conclusion.

We will not be required to pay any additional amounts with respect to amounts withheld.
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Information About the SPDR® S&P® Oil & Gas Exploration & Production ETF

The SPDR® S&P® Oil & Gas Exploration & Production ETF is an exchange-traded fund that seeks to provide
investment results that, before fees and expenses, correspond generally to the performance of publicly traded equity
securities of companies included in the S&P® Oil & Gas Exploration & Production Select Industry Index®. The S&P®

Oil & Gas Exploration & Production Select Industry Index® is a modified equal-weighted index that is designed to
measure the performance of the following GICS® sub-industries within the S&P Total Market Index: integrated oil &
gas, oil & gas exploration & mining and oil & gas refining & marketing.

The SPDR® S&P® Oil & Gas Exploration & Production ETF is managed by SsgA Fund Management Inc. (“SSgA
FM”), an investment advisor to the SPDR® S&P® Oil & Gas Exploration & Production ETF, and the SPDR® Series
Trust, a registered investment company. The SPDR® Series Trust consists of numerous separate investment portfolios,
including the SPDR® S&P® Oil & Gas Exploration & Production ETF. Information provided to or filed with the SEC
by The SPDR® Series Trust pursuant to the Securities Act of 1933, as amended, and the Investment Company Act of
1940, as amended, can be located by reference to SEC file numbers 333-57793 and 811-08839, respectively, through
the SEC’s website at http://www.sec.gov. In addition, information may be obtained from other sources including, but
not limited to, press releases, newspaper articles and other publicly disseminated documents. The underlying shares of
the SPDR® S&P® Oil & Gas Exploration & Production ETF trade on the NYSE Arca under the ticker symbol “XOP.”

Please refer to the sections “Fund Descriptions—The SPDR® S&P® Industry ETFs” in the accompanying underlying
supplement for additional information.

We have derived all information regarding the SPDR® S&P® Oil & Gas Exploration & Production ETF from publicly
available information and have not independently verified any information regarding the SPDR® S&P® Oil & Gas
Exploration & Production ETF. This pricing supplement relates only to the securities and not to the SPDR® S&P® Oil
& Gas Exploration & Production ETF. We make no representation as to the performance of the SPDR® S&P® Oil &
Gas Exploration & Production ETF over the term of the securities.

The securities represent obligations of Citigroup Global Markets Holdings Inc. (guaranteed by Citigroup Inc.) only.
The sponsor of the SPDR® S&P® Oil & Gas Exploration & Production ETF is not involved in any way in this offering
and has no obligation relating to the securities or to holders of the securities.
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Historical Information

The closing value of the SPDR® S&P® Oil & Gas Exploration & Production ETF on December 14, 2018 was $29.09.

The graph below shows the closing value of the SPDR® S&P® Oil & Gas Exploration & Production ETF for each day
such value was available from January 2, 2008 to December 14, 2018. We obtained the closing values from
Bloomberg L.P., without independent verification. You should not take historical closing values as an indication of
future performance.

SPDR® S&P® Oil & Gas Exploration & Production ETF – Historical Closing Values

January 2, 2008 to December 14, 2018
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United States Federal Tax Considerations

You should read carefully the discussion under “United States Federal Tax Considerations” and “Risk Factors Relating to
the Securities” in the accompanying product supplement and “Summary Risk Factors” in this pricing supplement.

Due to the lack of any controlling legal authority, there is substantial uncertainty regarding the U.S. federal tax
consequences of an investment in the securities. In connection with any information reporting requirements we may
have in respect of the securities under applicable law, we intend (in the absence of an administrative determination or
judicial ruling to the contrary) to treat the securities for U.S. federal income tax purposes as prepaid forward contracts
with associated coupon payments that will be treated as gross income to you at the time received or accrued in
accordance with your regular method of tax accounting. In the opinion of our counsel, Davis Polk & Wardwell LLP,
which is based on current market conditions, this treatment of the securities is reasonable under current law; however,
our counsel has advised us that it is unable to conclude affirmatively that this treatment is more likely than not to be
upheld, and that alternative treatments are possible.

Assuming this treatment of the securities is respected and subject to the discussion in “United States Federal Tax
Considerations” in the accompanying product supplement, the following U.S. federal income tax consequences should
result under current law:

·Any coupon payments on the securities should be taxable as ordinary income to you at the time received or accrued
in accordance with your regular method of accounting for U.S. federal income tax purposes.

·

Upon a sale or exchange of a security (including retirement at maturity), you should recognize capital gain or loss
equal to the difference between the amount realized and your tax basis in the security. For this purpose, the amount
realized does not include any coupon paid on retirement and may not include sale proceeds attributable to an accrued
coupon, which may be treated as a coupon payment. Such gain or loss should be long-term capital gain or loss if you
held the security for more than one year.

We do not plan to request a ruling from the IRS regarding the treatment of the securities, and the IRS or a court might
not agree with the treatment described herein. In addition, the U.S. Treasury Department and the IRS have released a
notice requesting comments on the U.S. federal income tax treatment of “prepaid forward contracts.” While it is not
clear whether the securities would be viewed as similar to the typical prepaid forward contract described in the notice,
it is possible that any Treasury regulations or other guidance promulgated after consideration of these issues could
materially and adversely affect the tax consequences of an investment in the securities, including the character and
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timing of income or loss, possibly with retroactive effect. You should consult your tax adviser regarding possible
alternative tax treatments of the securities and potential consequences of the IRS notice.

Withholding Tax on Non-U.S. Holders. Because significant aspects of the tax treatment of the securities are
uncertain, persons having withholding responsibility in respect of the securities may withhold on any coupon payment
paid to Non-U.S. Holders (as defined in the accompanying product supplement), generally at a rate of 30%. To the
extent that we have (or an affiliate of ours has) withholding responsibility in respect of the securities, we intend to so
withhold. In order to claim an exemption from, or a reduction in, the 30% withholding, you may need to comply with
certification requirements to establish that you are not a U.S. person and are eligible for such an exemption or
reduction under an applicable tax treaty. You should consult your tax adviser regarding the tax treatment of the
securities, including the possibility of obtaining a refund of any amounts withheld and the certification requirement
described above.

Moreover, as discussed under “United States Federal Tax Considerations – Tax Consequences to Non-U.S. Holders –
Possible Withholding Under Section 871(m) of the Code” in the accompanying product supplement, Section 871(m) of
the Code and Treasury regulations promulgated thereunder (“Section 871(m)”) generally impose a 30% withholding tax
on dividend equivalents paid or deemed paid to Non-U.S. Holders with respect to certain financial instruments linked
to U.S. equities (“U.S. Underlying Equities”) or indices that include U.S. Underlying Equities. Section 871(m) generally
applies to instruments that substantially replicate the economic performance of one or more U.S. Underlying Equities,
as determined based on tests set forth in the applicable Treasury regulations (a “Specified Security”). However, the
regulations, as modified by an IRS notice, exempt financial instruments issued prior to January 1, 2021 that do not
have a “delta” of one. Based on the terms of the securities and representations provided by us, our counsel is of the
opinion that the securities should not be treated as transactions that have a “delta” of one within the meaning of the
regulations with respect to any U.S. Underlying Equity and, therefore, should not be Specified Securities subject to
withholding tax under Section 871(m).

A determination that the securities are not subject to Section 871(m) is not binding on the IRS, and the IRS may
disagree with this treatment. Moreover, Section 871(m) is complex and its application may depend on your particular
circumstances. For example, if you enter into other transactions relating to a U.S. Underlying Equity, you could be
subject to withholding tax or income tax liability under Section 871(m) even if the securities are not Specified
Securities subject to Section 871(m) as a general matter. You should consult your tax adviser regarding the potential
application of Section 871(m) to the securities.

We will not be required to pay any additional amounts with respect to amounts withheld.

You should read the section entitled “United States Federal Tax Considerations” in the accompanying product
supplement. The preceding discussion, when read in combination with that section, constitutes the full opinion
of Davis Polk & Wardwell LLP regarding the material U.S. federal tax consequences of owning and disposing
of the securities.
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You should also consult your tax adviser regarding all aspects of the U.S. federal income and estate tax
consequences of an investment in the securities and any tax consequences arising under the laws of any state,
local or non-U.S. taxing jurisdiction.
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Supplemental Plan of Distribution

CGMI, an affiliate of Citigroup Global Markets Holdings Inc. and the underwriter of the sale of the securities, is
acting as principal and will not receive any underwriting fee for any securities sold in this offering.

See “Plan of Distribution; Conflicts of Interest” in the accompanying product supplement and “Plan of Distribution” in
each of the accompanying prospectus supplement and prospectus for additional information.

Valuation of the Securities

CGMI calculated the estimated value of the securities set forth on the cover page of this pricing supplement based on
proprietary pricing models. CGMI’s proprietary pricing models generated an estimated value for the securities by
estimating the value of a hypothetical package of financial instruments that would replicate the payout on the
securities, which consists of a fixed-income bond (the “bond component”) and one or more derivative instruments
underlying the economic terms of the securities (the “derivative component”). CGMI calculated the estimated value of
the bond component using a discount rate based on our internal funding rate. CGMI calculated the estimated value of
the derivative component based on a proprietary derivative-pricing model, which generated a theoretical price for the
instruments that constitute the derivative component based on various inputs, including the factors described under
“Summary Risk Factors—The value of the securities prior to maturity will fluctuate based on many unpredictable factors”
in this pricing supplement, but not including our or Citigroup Inc.’s creditworthiness. These inputs may be
market-observable or may be based on assumptions made by CGMI in its discretionary judgment.

For a period of approximately four months following issuance of the securities, the price, if any, at which CGMI
would be willing to buy the securities from investors, and the value that will be indicated for the securities on any
brokerage account statements prepared by CGMI or its affiliates (which value CGMI may also publish through one or
more financial information vendors), will reflect a temporary upward adjustment from the price or value that would
otherwise be determined. This temporary upward adjustment represents a portion of the hedging profit expected to be
realized by CGMI or its affiliates over the term of the securities. The amount of this temporary upward adjustment
will decline to zero on a straight-line basis over the four-month temporary adjustment period. However, CGMI is not
obligated to buy the securities from investors at any time. See “Summary Risk Factors—The securities will not be listed
on any securities exchange and you may not be able to sell them prior to maturity.”

Edgar Filing: CITIGROUP INC - Form 424B2

26



Certain Selling Restrictions

Hong Kong Special Administrative Region

The contents of this pricing supplement and the accompanying product supplement, underlying supplement,
prospectus supplement and prospectus have not been reviewed by any regulatory authority in the Hong Kong Special
Administrative Region of the People’s Republic of China (“Hong Kong”). Investors are advised to exercise caution in
relation to the offer. If investors are in any doubt about any of the contents of this pricing supplement and the
accompanying product supplement, underlying supplement, prospectus supplement and prospectus, they should obtain
independent professional advice.

The securities have not been offered or sold and will not be offered or sold in Hong Kong by means of any document,
other than

(i) to persons whose ordinary business is to buy or sell shares or debentures (whether as principal or agent); or

(ii) to “professional investors” as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong (the
“Securities and Futures Ordinance”) and any rules made under that Ordinance; or

(iii)
in other circumstances which do not result in the document being a “prospectus” as defined in the Companies
Ordinance (Cap. 32) of Hong Kong or which do not constitute an offer to the public within the meaning of that
Ordinance; and

There is no advertisement, invitation or document relating to the securities which is directed at, or the contents of
which are likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities
laws of Hong Kong) other than with respect to securities which are or are intended to be disposed of only to persons
outside Hong Kong or only to “professional investors” as defined in the Securities and Futures Ordinance and any rules
made under that Ordinance.

Non-insured Product: These securities are not insured by any governmental agency. These securities are not bank
deposits and are not covered by the Hong Kong Deposit Protection Scheme.

Singapore
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This pricing supplement and the accompanying product supplement, underlying supplement, prospectus supplement
and prospectus have not been registered as a prospectus with the Monetary Authority of Singapore, and the securities
will be offered pursuant to exemptions under the Securities and Futures Act, Chapter 289 of Singapore (the “Securities
and Futures Act”). Accordingly, the securities may not be offered or sold or made the subject of an invitation for
subscription or purchase nor may this pricing supplement or any other document or material in connection with the
offer or sale or invitation for subscription or purchase of any securities be circulated or distributed, whether directly or
indirectly, to any person in Singapore other than (a) to an institutional investor pursuant to Section 274 of the
Securities and Futures Act, (b) to a relevant person under Section 275(1) of the Securities and Futures Act or to any
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Investing activities

Acquisition of property, plant and equipment (61,257 ) (677,135 )

Additional patents (85,087 ) (53,179 )

Net cash used in investing activities (146,344 ) (730,314 )

Financing activities

Proceeds from exercise of stock options 363,255 235,828

Net cash provided by financing activities 363,255 235,828

Cash flows from discontinued operations

Net cash provided by operating activities 14,926 13,149

Net cash provided by investing activities 250,000 168,651

Net cash provided by discontinued operations 264,926 181,800

Net decrease in cash and cash equivalents (158,237 ) (181,451 )

Cash and cash equivalents at beginning of period 5,806,437 6,273,015

Cash and cash equivalents at end of period $ 5,648,200 $ 6,091,564

Supplemental disclosure of cash flow information:

Cash paid for:

Income taxes $ 17,076 $ 22,270

See Accompanying Notes to Consolidated Financial Statements.
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MISONIX, INC. and Subsidiaries

Notes to Consolidated Financial Statements

(Unaudited)

1. Basis of Presentation

The accompanying unaudited financial information should be read in conjunction with the audited consolidated
financial statements and the notes thereto included in the Annual Report on Form 10-K for the year ended June 30,
2013 (“2013 Annual Report”) of MISONIX, INC. (“Misonix” or the “Company”). A summary of the Company’s significant
accounting policies is identified in Note 1 of the notes to the consolidated financial statements included in the
Company’s 2013 Annual Report. There have been no changes in the Company’s significant accounting policies
subsequent to June 30, 2013.

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally
accepted accounting principles for interim financial information and with the instructions to Form 10-Q and Article 10
of Regulation S-X pursuant to the requirements of the U.S. Securities and Exchange Commission. Accordingly, they
do not include all of the information and footnotes required by generally accepted accounting principles for complete
financial statements. In the opinion of management, all adjustments (consisting of normal recurring adjustments)
considered necessary for a fair presentation have been included. The results of operations for the interim periods are
not necessarily indicative of the results of operations for the entire year.

The consolidated financial statements of the Company include the accounts of Misonix and its 100% owned
subsidiaries, Fibra-Sonics (NY) Inc. and Hearing Innovations, Inc. All significant intercompany balances and
transactions have been eliminated.

Organization and Business

Misonix is a surgical device company that designs, manufactures and markets innovative therapeutic ultrasonic
products worldwide for spine surgery, skull-based surgery, neurosurgery, wound debridement, cosmetic surgery,
laparoscopic surgery and other surgical applications.
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The Company’s revenues are generated from various regions throughout the world. Sales by the Company outside the
United States are made primarily through distributors. Sales made in the United States are made primarily through
representative agents. The following is an analysis of net sales from continuing operations by geographic region:

Three months ended March 31, Nine months ended March 31,
2014 2013 2014 2013

United States $ 2,258,370 $ 1,566,912 United States $ 5,667,183 $ 5,652,072
Australia 40,805 39,700 Australia 116,158 321,374
Europe 834,195 579,509 Europe 1,587,486 2,299,808
Asia 688,432 309,696 Asia 2,025,492 1,093,479
Canada and Mexico 183,827 180,756 Canada and Mexico 616,172 436,738
South America 100,373 171,992 South America 810,977 578,380
South Africa 156,403 51,162 South Africa 322,097 363,429
Middle East 22,240 123,760 Middle East 336,723 322,963

$ 4,284,645 $ 3,023,487 $ 11,482,288 $ 11,068,243

Discontinued Operations

Laboratory and Forensic Safety Products Business

On October 19, 2011, Misonix sold its Laboratory and Forensic Safety Products business, which comprised
substantially all of the Laboratory and Scientific Products segment, to Mystaire, Inc. for $1.5 million in cash plus a
potential additional payment of up to an aggregate $500,000 based upon 30% of net sales in excess of $2.0 million for
each of the three years following the closing (the “earn-out”). The earn-out will not be factored into the gain on sale
until it is earned by Misonix. As of March 31, 2014, no earn-out has been recorded.
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MISONIX, INC. and Subsidiaries

Notes to Consolidated Financial Statements

(Unaudited)

High Intensity Focused Ultrasound Technology

In consideration for the May 2010 sale of the rights to its high intensity focused ultrasound technology to USHIFU
LLC (“USHIFU”), Misonix will receive up to approximately $5.8 million, paid out of an earn-out of 7% of gross
revenues received by USHIFU related to the business that was sold up to the time the Company has received the first
$3 million and thereafter 5% of the gross revenues up to the $5.8 million. Commencing 90 days after each December
31st and beginning December 31, 2011 the payments will be the greater of (a) $250,000 or (b) 7% of gross revenues
received up to the time the Company has received the first $3 million and thereafter 5% of gross revenues up to the
$5.8 million. Total payments through March 31, 2014 were $754,788.

Results of Discontinued Operations

For the three months ended For the nine months ended
March 31, March 31,
2014 2013 2014 2013

Revenues $ 4,976 $ 4,975 $ 14,926 $ 14,925
Income from discontinued operations, before tax $ 4,976 $ 4,975 $ 14,926 $ 14,768
Gain on sale of discontinued operations $ 250,000 $ 250,000 $ 250,000 $ 250,000
Income tax expense - (82,968 ) - (82,968 )
Net income from discontinued operations, net of tax $ 254,976 $ 172,007 $ 264,926 $ 181,800

Accounts Receivable

Accounts receivable, principally trade, are generally due within 30 to 90 days and are stated at amounts due from
customers, net of an allowance for doubtful accounts. The Company performs ongoing credit evaluations and adjusts
credit limits based upon payment history and the customer’s current credit worthiness, as determined by a review of
their current credit information. The Company continuously monitors aging reports, collections and payments from
customers and maintains a provision for estimated credit losses based upon historical experience and any specific
customer collection issues that have been identified. While such credit losses have historically been within
expectations and the provisions established, the Company cannot guarantee that the same credit loss rates will be
experienced in the future. The Company writes off accounts receivable when they become uncollectible.
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2. Income (Loss) Per Share of Common Stock

Basic income (loss) per common share (“basic EPS”) is computed by dividing income (loss) by the weighted average
number of common shares outstanding for the period. Diluted income (loss) per common share (“diluted EPS”) is
computed by dividing income (loss) by the weighted average number of common shares and dilutive common share
equivalents outstanding (consisting of outstanding common stock options) for the period.
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MISONIX, INC. and Subsidiaries

Notes to Consolidated Financial Statements

(Unaudited)

The number of weighted average common shares used in the calculation of basic EPS and diluted EPS were as
follows:

For the nine months ended For the three months ended
March 31, March 31,
2014 2013 2014 2013

Basic shares 7,209,037 7,028,790 7,249,725 7,060,965
Dilutive effect of stock options - - 681,077 -
Diluted shares 7,209,037 7,028,790 7,930,802 7,060,965

Excluded from the calculations of diluted EPS are options to purchase 166,800 shares of common stock for the three
months ended March 31, 2014. The excluded shares are any share for which the average stock price for the period is
less than the exercise price of the outstanding options in the period in which the Company has net income.

Diluted EPS for the nine months ended March 31, 2014 and nine and three months ended March 31, 2013 presented is
the same as basic EPS as the inclusion of the effect of common share equivalents then outstanding would be
anti-dilutive. For this reason, excluded from the calculation of diluted EPS are outstanding options to purchase
1,732,829 shares of common stock for the nine months ended March 31, 2014 and 1,862,079 shares of common stock
for the three and nine months ended March 31, 2013.

3. Comprehensive Income/(Loss)

Total comprehensive income/(loss), which includes results of discontinued operations, was $4,106 and $(1,137,265)
for the nine months ended March 31, 2014 and 2013, respectively. Total comprehensive income/(loss) was $428,770
and ($528,330) for the three months ended March 31, 2014 and 2013, respectively. There are no components of
comprehensive income/(loss) other than net income/(loss) for all periods presented.

4. Stock-Based Compensation
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Stock options are granted with exercise prices not less than the fair market value of our common stock at the time of
the grant, with an exercise term (as determined by the committee administering the applicable option plan (the
“Committee”)) not to exceed 10 years. The Committee determines the vesting period for the Company’s stock options.
Generally, such stock options have vesting periods of immediate to four years. Certain option awards provide for
accelerated vesting upon meeting specific retirement, death or disability criteria and upon a change in control. During
the nine month periods ended March 31, 2014 and 2013, the Company granted options to purchase 324,000 and
342,500 shares of the Company’s common stock, respectively.

Stock-based compensation expense for the nine month periods ended March 31, 2014 and 2013 was approximately
$509,000 and $356,000, respectively. Compensation expense is recognized in the general and administrative expenses
line item of the Company’s consolidated statements of operations on a straight-line basis over the vesting periods. As
of March 31, 2014, there was approximately $1,907,000 of total unrecognized compensation cost related to
non-vested stock-based compensation arrangements to be recognized over a weighted-average period of 3 years.

Cash in the amount of $363,255 was received from the exercise of stock options for the nine months ended March 31,
2014.

10
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MISONIX, INC. and Subsidiaries

Notes to Consolidated Financial Statements

(Unaudited)

The fair values of the options granted during the nine months ended March 31, 2014 and 2013 were estimated on the
date of the grant using the Black-Scholes option-pricing model on the basis of the following weighted average
assumptions during the respective periods:

For the nine months ended
March 31,
2014 2013

Risk-free interest rate 3.0 % 2.5 %
Expected option life in years 6.5 6.5
Expected stock price volatility 76.1 % 75.1 %
Expected dividend yield 0.0 % 0.0 %
Weighted-average fair value of options granted $ 3.95 $ 2.94

The expected option term is based upon the number of years the Company estimates the option will be outstanding
based on historical exercises and terminations. The expected volatility for the expected life of the options is
determined using historical price changes of the Company’s stock over a period equal to that of the expected life of the
options. The risk free rate is based upon the U.S. Treasury yield in effect at the time of the grant. The expected
dividend yield is 0% as the Company has historically not declared dividends and does not expect to declare any in the
future.

Changes in outstanding stock options during the nine months ended March 31, 2014 were as follows:

Options
Weighted
Average

Weighted Remaining
Average Contractual Aggregate

Number of Exercise Life Intrinsic
Shares Price ($) (years) Value (a)

Outstanding as of June 30, 2013 1,729,991 3.65
Granted 324,000 4.94
Exercised (124,462 ) 2.92 $252,355
Forfeited (34,500 ) 4.77
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Expired (162,200 ) 4.67
Outstanding as of March 31, 2014 1,732,829 3.82 5.5 $4,552,696
Exercisable and vested at March 31, 2014 1,017,806 3.72 4.6 $2,827,263
Available for grant March 31, 2014 580,225

(a)
Intrinsic value for purposes of this table represents the amount by which the fair value of the underlying stock,
based on the respective market prices at March 31, 2014 or if exercised, the exercise dates, exceeds the exercise
prices of the respective options.
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MISONIX, INC. and Subsidiaries

Notes to Consolidated Financial Statements

(Unaudited)

5. Income Taxes

For the nine months ended March 31, 2014, the Company recorded an income tax expense in continuing operations of
$13,876.

For the nine months ended March 31, 2014 and 2013, the effective rate of (6%) and 4%, respectively, on continuing
operations varied from the U.S. federal statutory rate primarily due to permanent book tax differences, state taxes and
a change in the valuation allowance.

The Company established a valuation against the deferred tax asset in prior years when management concluded that it
is more likely than not that the deferred tax asset may not be fully realized. Management’s deferred tax asset
assessment on realizability is unchanged as of March 31, 2014.

As of March 31, 2014 and June 30, 2013, the Company has no material unrecognized tax benefits or accrued interest
and penalties.

6. Inventories

Inventories are summarized as follows:

March 31, June 30,
2014 2013

Raw material $2,043,297 $2,641,982
Work-in-process 481,983 394,629
Finished goods 3,069,671 2,358,943

5,594,951 5,395,554
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Less valuation reserve 1,475,725 1,361,077
$4,119,226 $4,034,477

7. Accrued Expenses and Other Current Liabilities

The following summarizes accrued expenses and other current liabilities:

March 31, June 30,
2014 2013

Accrued payroll and vacation $448,219 $456,095
Accrued bonuses 200,000 225,000
Accrued commissions 235,000 200,678
Accrued professional and legal fees 62,706 70,450
Deferred income 127,171 146,038
Other 124,505 178,702

$1,197,601 $1,276,963
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MISONIX, INC. and Subsidiaries

Notes to Consolidated Financial Statements

(Unaudited)

8. Commitments and Contingencies

The Company and its subsidiaries are from time to time involved in ordinary and routine litigation. Management
presently believes that the ultimate outcome of these proceedings, individually or in the aggregate, will not have a
material adverse effect on the Company’s financial position, cash flows or result of operations. Nevertheless, litigation
is subject to inherent uncertainties and an unfavorable ruling could occur.  An unfavorable ruling could include money
damages and in such event, could result in a material adverse impact on the Company’s results of operations in the year
in which the ruling occurs.

On July 19, 2011, Misonix entered into a Distribution Agreement (the “Distribution Agreement”) with Puricore, Inc.
(“Puricore”). Pursuant to the Distribution Agreement, the Company had been granted the right to distribute PuriCore’s
Vashe® solution products in the United States, on a private label basis and known as the Misonix Soma product, as an
antibacterial, antimicrobial irrigating solution for the treatment of human wound care in conjunction with therapeutic
ultrasonic procedures (the “Field”). PuriCore had agreed, subject to modification, not to sell the products that were the
subject of the Distribution Agreement (the “Licensed Products”) to any other therapeutic ultrasound company for
distribution in the Field in the United States (“Exclusivity”). The Company had agreed not to sell or distribute in the
United States in the Field any irrigating solution that has anti-microbial properties other than the Licensed Products so
long as the Company had Exclusivity.

During our fiscal fourth quarter 2013, the Company sent a notice to terminate the Distribution Agreement due to
management’s belief that the products subject to the Distribution Agreement were non-conforming. Puricore disputed
the Company’s ability to terminate the Distribution Agreement. On October 11, 2013, the Company and Puricore
mutually terminated the Distribution Agreement and signed a Settlement Agreement resolving all issues without the
payment of any monies by either party. A reversal of the previously accrued and unpaid contractual minimum gross
profit requirement in the amount of $439,508 was made through cost of goods sold in the quarter ended December 31,
2013 as a result of the Settlement Agreement. There are no further commitments to Puricore.
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Notes to Consolidated Financial Statements

(Unaudited)

9. Fair Value of Financial Instruments

We follow a three-level fair value hierarchy that prioritizes the inputs to measure fair value. This hierarchy requires
entities to maximize the use of “observable inputs” and minimize the use of “unobservable inputs.” The three levels of
inputs used to measure fair value are as follows:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data.

Level 3: Significant unobservable inputs that reflect assumptions that market participants would use in pricing an asset
or liability.

The following is a summary of the carrying amounts and estimated fair values of our financial instruments at March
31, 2014 and June 30, 2013:

March 31, 2014 Carrying Amount Fair Value
Cash and cash equivalents $ 5,648,200 $5,648,200
Trade accounts receivable 2,955,280 2,955,280
Trade accounts payable 1,322,570 1,322,570

June 30, 2013 Carrying Amount Fair Value
Cash and cash equivalents $ 5,806,437 $5,806,437
Trade accounts receivable 2,974,641 2,974,641
Trade accounts payable 2,208,999 2,208,999
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The following methods and assumptions were used to estimate the fair value of each class of financial instruments for
which it is practicable to estimate that value:

Cash and cash equivalents

The carrying amount approximates fair value because of the short maturity of those instruments.

Trade Accounts Receivable

The carrying amount of trade receivables reflects net recovery value and approximates fair value because of their short
outstanding terms.

Trade Accounts Payable

The carrying amount of trade payables approximates fair value because of their short outstanding terms.

Non-financial assets and liabilities

Certain non-financial assets and liabilities, principally goodwill, are measured at fair value on a non-recurring basis;
that is the assets and liabilities are not measured at fair value on an ongoing basis but are subject to fair value
adjustments in certain circumstances, such as when evidence of impairment exists. At March 31, 2014, no fair value
adjustments or material fair value measurements were required for non-financial assets or liabilities.
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Notes to Consolidated Financial Statements

(Unaudited)

10. Goodwill and Intangible Assets

Goodwill is not amortized. We review goodwill for impairment annually and whenever events or changes indicate that
the carrying value of an asset may not be recoverable. These events or circumstances could include a significant
change in the business climate, legal factors, operating performance indicators, competition, or sale or disposition of
significant assets or product lines. Application of these impairment tests requires significant judgments, including
estimation of cash flows, which is dependent on internal forecasts, estimation of the long-term rate of growth for our
business, estimation of the useful life over which cash flows will occur and determination of our weighted-average
cost of capital. We primarily use a discounted cash flow model in determining fair value, which consists of level three
inputs. Changes in the projected cash flows and discount rate estimates and assumptions underlying the valuation of
goodwill could materially affect the determination of fair value at acquisition or during subsequent periods when
tested for impairment. The Company determined that there were no indicators that the recorded goodwill was
impaired as of March 31, 2014 which required further testing.

The cost of acquiring or processing patents is capitalized. This amount is being amortized using the straight-line
method over the estimated useful lives of the underlying assets, which is approximately 17 years. Net patents reported
in intangible and other assets totaled $590,630 and $568,823 at March 31, 2014 and June 30, 2013, respectively.
Accumulated amortization totaled $618,203 and $554,923 at March 31, 2014 and June 30, 2013, respectively.
Amortization expense for the three month periods ended March 31, 2014 and 2013 was approximately $22,000 and
$18,000, respectively. Amortization expense for the nine month periods ended March 31, 2014 and 2013 was
approximately $63,000 and $53,000, respectively.

Net customer relationships reported in intangible and other assets totaled $240,000 and $360,000 at March 31, 2014
and June 30, 2013, respectively. Accumulated amortization amounted to $560,000 at March 31, 2014 and $440,000 at
June 30, 2013. Amortization expense for the three month periods ended March 31, 2014 and 2013 was $40,000.
Amortization expense for the nine month periods ended March 31, 2014 and 2013 was $120,000. Customer
relationships are amortized on a straight-line basis over a five year period.

The following is a schedule of estimated future amortization expense as of March 31, 2014:
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Customer
Patents Relationships

2014 $22,603 $ 40,000
2015 82,235 160,000
2016 76,719 40,000
2017 74,535 -
2018 71,478 -
Thereafter 263,060 -

$590,630 $ 240,000

11. Recent Accounting Pronouncements

In April 2014, the Financial Accounting Standards Board issued Accounting Standards Update (“ASU”) 2014-08,
“Presentation of Financial Statements (Topic 205) and Property, Plant and Equipment (Topic 360): Reporting
Discontinued Operations and Disclosures of Disposals of Components of an Entity.” The amendments in the ASU
change the criteria for reporting discontinued operations while enhancing related disclosures. The amendments in the
ASU are effective in the first quarter of 2015. The Company is currently evaluating the impact of the pending
adoption of ASU 2014 – 08 on its consolidated financial statements.
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12. Related Party Transactions

Stavros G. Vizirgianakis was appointed to the Company’s Board of Directors on May 7, 2013. Mr. Vizirgianakis owns
a controlling interest in MD Solutions Australasia PTY Ltd and a family member owns one hundred percent of
Applied BioSurgical; both independent distributors for the Company. The Company’s distribution agreements with
these companies pre-date Mr. Vizirgianakis’ appointment to the Board of Directors.

Set forth below is a table showing the Company’s net sales and accounts receivable for the indicated time periods
below:

For the nine months ended March 31,
Applied Bio Surgical 2014 2013
Sales $322,097 $363,392
Accounts Receivable $130,354 $146,083

MD Solutions Australasia PTY Ltd. 2014 2013
Sales $116,158 $320,379
Accounts Receivable $13,713 $42,574

For the three months ended March 31,
Applied Bio Surgical 2014 2013
Sales $156,403 $51,162
Accounts Receivable $130,354 $146,083

MD Solutions Australasia PTY Ltd. 2014 2013
Sales $40,805 $39,700
Accounts Receivable $13,713 $42,574
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

This Management’s Discussion and Analysis of Financial Condition and Results of Operations of Misonix and its
subsidiaries, in which we refer to the Company as “Misonix”, “we”, “our” and “us”, should be read in conjunction with the
accompanying unaudited financial statements included in “Item 1. Financial Statements” of this Report and “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual Report on
Form 10-K, filed with the Securities and Exchange Commission (the “SEC”) on September 24, 2013, for the fiscal year
ended June 30, 2013 (“2013 Form 10-K”). Item 7 of the 2013 Form 10-K describes the application of our critical
accounting policies, for which there have been no significant changes as of March 31, 2014.

Forward Looking Statements

This Report contains certain forward looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), which
are intended to be covered by the safe harbors created thereby. Although the Company believes that the assumptions
underlying the forward looking statements contained herein are reasonable, any of the assumptions could be
inaccurate and, therefore, there can be no assurance that the forward looking statements contained in this Report will
prove to be accurate. Factors that could cause actual results to differ from the results specifically discussed in the
forward looking statements include, but are not limited to, the absence of anticipated contracts, higher than historical
costs incurred in the performance of contracts or in conducting other activities, product mix in sales, future economic,
competitive and market conditions, and the outcome of legal proceedings as well as management business decisions.

Nine months ended March 31, 2014 and 2013.

Net sales: Net sales increased $414,045 to $11,482,288 for the nine months ended March 31, 2014 from
$11,068,243 for the nine months ended March 31, 2013. The increase in sales is due to higher BoneScalpel sales of
$365,107, higher SonicOne revenue of $306,031 and higher Lysonix revenue of $53,707, partially offset by lower
SonaStar revenue of $10,310, lower service revenue of $287,579 and lower other revenue of $12,911. There were 44
BoneScalpel units consigned in the United States during the nine months ended March 31, 2014 as compared to 10
consigned BoneScalpel units for the same period in fiscal 2013.

Set forth below are tables showing the Company’s net sales by (i) product category and (ii) geographic region for nine
months ended March 31, 2014 and 2013:
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Nine months ended March 31,
2014 2013 Variance

BoneScalpel $5,196,312 $4,831,205 $365,107
SonicOne 1,733,240 1,427,209 306,031
SonaStar 3,902,565 3,912,875 (10,310 )
Other 650,171 896,954 (246,783)

$11,482,288 $11,068,243 $414,045
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Nine months ended March 31,
2014 2013

United States $ 5,667,183 $ 5,652,072
Australia 116,158 321,374
Europe 1,587,486 2,299,808
Asia 2,025,492 1,093,479
Canada and Mexico 616,172 436,738
South America 810,977 578,380
South Africa 322,097 363,429
Middle East 336,723 322,963

$ 11,482,288 $ 11,068,243

Gross profit: Gross profit increased to 65.1% for the nine months ended March 31, 2014 from 55.2 % for the nine
months ended March 31, 2013. The increase is primarily related to the reversal of $439,508 Soma related costs
previously accrued in fiscal 2013 in accordance with the PuriCore Settlement Agreement (see Note 8 “Commitments
and Contingencies”), in addition to $450,000 of Soma related costs booked in fiscal 2013.

Selling expenses: Selling expenses increased $657,457 to $5,426,324 for the nine months ended March 31, 2014 from
$4,768,867. The increase is due to higher sales commission expense of $562,732 and higher depreciation expense of
$130,699, partially offset by favorable personnel and travel expenses of $32,850 and other favorable expenses of
$3,214.

General and administrative expenses: General and administrative expenses increased $227,617 to $3,518,288 for
the nine months ended March 31, 2014 from $3,290,671 for the nine months ended March 31, 2013. The increase is
due to the higher non-cash compensation expenses from the issuance of stock options of $152,945, higher accounting
expenses of $38,509, higher consulting expenses of $24,056 and other higher expenses of $12,107.

Research and development expenses: Research and development expenses increased $171,048 to $1,314,373 for the
nine months ended March 31, 2014 from $1,143,289 for the nine months ended March 31, 2013.  The increase in
expenses is related to higher product development material expenses of $73,451, higher personnel expenses of
$58,430, higher amortization and legal expenses of $37,499 and other higher expenses of $1,668.

Other income (expense): Other income for the nine months ended March 31, 2014 was $2,536,258 as compared to
$1,713,415 for the nine months ended March 31, 2013.  The increase in other income of $822,843 is primarily related
to an increase in royalty income from Covidien plc. of $782,671.

Edgar Filing: CITIGROUP INC - Form 424B2

48



Income taxes: For the nine months ended March 31, 2014, the Company recorded an effective tax rate of (6.0%)
versus 4% for the nine months ended March 31, 2013.  The Company estimates its financial statement effective tax
rate for the full year, inclusive of discontinued operations, to be approximately 1%.  The actual effective rate for
continuing operations may vary materially based on several factors including the realization of earn-outs recorded in
discontinued operations and the related intraperiod tax allocation, the ratio of permanent differences to pretax income
(loss), and a change in the valuation allowances as well as other factors.

Three months ended March 31, 2014 and 2013

Net sales: Net sales increased $1,261,158 to $4,264,645 for the three months ended March 31, 2014 from $3,023,487
for the three months ended March 31, 2013.  The increase in sales is due to higher BoneScalpel sales of $613,148,
higher SonicOne sales of $330,140 and higher SonaStar sales of $291,625 and higher other revenue of $26,245. 
There were 20 BoneScalpel units consigned in the United States during the three month period ended March 31, 2014
compared to 5 BoneScalpel units consigned for the same period in fiscal 2013.
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Set forth below are tables showing the Company’s net sales by (i) product category and (ii) geographic region for the
three months ended March 31, 2014 and 2013:

Three months ended March 31,
2014 2013 Variance

BoneScalpel $1,739,432 $1,126,284 $613,148
SonicOne 728,214 398,074 330,140
SonaStar 1,578,404 1,286,779 291,625
Other 238,595 212,350 26,245

$4,284,645 $3,023,487 $1,261,158

Three months ended March 31,
2014 2013

United States $ 2,258,370 $ 1,566,912
Australia 40,805 39,700
Europe 834,195 579,509
Asia 688,432 309,696
Canada and Mexico 183,827 180,756
South America 100,373 171,992
South Africa 156,403 51,162
Middle East 22,240 123,760

$ 4,284,645 $ 3,023,487

Gross profit: Gross profit increased 66.6% for the three months ended March 31, 2014 from 51% for the three
months ended March 31, 2013, an increase of 15.6%.  The increase is primarily due to an increase in disposable sales
which carry higher margins along with the termination of the Puricore, Inc. contract which eliminated the gross profit
margin reimbursement of $189,000 (See Note 8 “Commitments and Contingencies”).

Selling expenses: Selling expenses increased $149,077 to $1,913,795 for the three months ended March 31, 2014
from $1,764,718 for the three months ended March 31, 2013.  The increase is related to higher sales commission
expenses of $318,763 and higher consulting expenses of $41,903, partially offset by lower travel expenses of
$135,054, lower personnel related expenses of $76,299 and other favorable expenses of $236.

General and administrative expenses: General and administrative expenses increased $20,434 to $1,176,047 for the
three months ended March 31, 2014 from $1,155,613 for the three months ended March 31, 2013.  The increase is
related to higher bank fees of $22,000 partially offset by other favorable expenses of $1,566.
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Research and development expenses: Research and development expenses increased $26,565 to $406,466 for the
three months ended March 31, 2014 from $379,901 for the three months ended March 31, 2013.  The increase in these
expenses is due to higher personnel expenses of $23,157 and other unfavorable expenses of $3,408.

Other income (expense): Other income for the three months ended March 31, 2014 was $825,599 as compared to
$999,611 for the three months ended March 31, 2013. The decrease in other income of $174,012 is due to lower
royalty income of $194,451 from Covidien plc.

Income taxes: For the three months ended March 31, 2014, the Company recorded an effective tax rate of 5%,
compared to 8% for the three months ended March 31, 2013.  The Company estimates its financial statement effective
tax rate for the full year, inclusive of discontinued operations, to be approximately 1%.  The actual effective rate for
continuing operations may vary materially based on several factors including the realization of earn-outs recorded in
discontinued operations and the related intraperiod tax allocation, the ratio of permanent differences to pretax income
(loss), and a change in the valuation allowances as well as other factors.
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PuriCore Settlement:

As previously disclosed, the Company had entered into a Product License and Distribution Agreement, dated as of
July 19, 2011 (the “Distribution Agreement”), with PuriCore, Inc. (“PuriCore”).  Pursuant to the Distribution Agreement,
the Company had the right to distribute PuriCore’s Vashe ® solutions product in the United States on a private label
basis under the name “Soma.”  Disputes between the Company and Puricore were finally resolved on October 11, 2013
when the parties executed a Settlement Agreement pursuant to which the Distribution Agreement was terminated with
no additional payments required to be made by either Misonix or PuriCore (the “Settlement Agreement”).  A reversal of
the previously accrued and unpaid contractual minimum gross profit requirement in the amount of $439,508 was made
through cost of goods sold in the quarter ended December 31, 2013 as a result of the Settlement Agreement.

Discontinued Operations

See Note 1 of the notes to consolidated financial statements included in Part I, Item 1 of this Report for a description
of the discontinued operations. The following summarizes the results of the discontinued operations:

For the three months ended For the nine months ended
March 31, March 31,
2014 2013 2014 2013

Revenues $ 4,976 $ 4,975 $ 14,926 $ 14,925
Income from discontinued operations, before tax $ 4,976 $ 4,975 $ 14,926 $ 14,768
Gain on sale of discontinued operations 250,000 250,000 250,000 250,000
Income tax expense - (82,968 ) - (82,968 )
Net income from discontinued operations, net of tax $ 254,976 $ 172,007 $ 264,926 $ 181,800

Liquidity and Capital Resources

We regularly review our cash funding requirements and attempt to meet those requirements through a combination of
cash on hand, cash provided by operations and possible future public or private debt and/or equity offerings.  At times,
we evaluate possible acquisitions of, or investments in, businesses that are complementary to ours, which may require
the use of cash.  We believe that our cash, other liquid assets and access to equity capital markets, taken together,
provide adequate resources to fund ongoing operating expenditures.  In the event that they do not, we may require
additional funds in the future to support our working capital requirements or for other purposes and may seek to raise
such additional funds through the sale of public or private equity and/or debt financings, and divestiture of current
business lines as well as from other sources.  No assurance can be given that additional financing will be available in
the future or that if available, such financing will be obtainable on favorable terms when required.  
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Working capital at March 31, 2014 and June 30, 2013 was $10,564,000 and $9,717,000, respectively.  For the nine
months ended March 31, 2014, cash used in operations totaled $640,074, primarily related to higher inventories of
$733,723 partially offset by lower prepaid expenses and other assets of $95,050.  For the nine months ended March
31, 2014, cash used in investing activities was $146,344, primarily due to the acquisition of fixed assets and
applications for additional patents.  For the nine months ended March 31, 2014, cash provided by financing activities
was $363,255 from the exercise of stock options.  For the nine months ended March 31, 2014, cash provided by
discontinued operations was $264,926.

Off-Balance Sheet Arrangements

The Company has no off-balance sheet arrangements that have or are reasonably likely to have a current or future
effect on the Company’s financial condition, changes in financial condition, revenues or expenses, results of
operations, liquidity, capital expenditures or capital resources that are material to the Company.

Other

In the opinion of management, inflation has not had a material effect on the operations of the Company.

New Accounting Pronouncements

See note 11 to our consolidated financial statements included herein.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Market Risk:

The principal market risks (i.e., the risk of loss arising from adverse changes in market rates and prices) to which the
Company is exposed are interest rates on cash and cash equivalents.

Interest Rate Risk:

The Company earns interest on cash balances and pays interest on debt incurred. In light of the Company’s existing
cash, results of operations and projected borrowing requirements, the Company does not believe that a 10% change in
interest rates would have a significant impact on its consolidated financial position.
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Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) are
designed to ensure that information required to be disclosed in the reports that we file or submit under the Exchange
Act is recorded, processed, summarized and reported within the time periods specified in the rules and forms of the
SEC and that such information is accumulated and communicated to management, including the Chief Executive
Officer and Chief Financial Officer, to allow timely decision regarding required disclosures. The Company carried out
an evaluation, under the supervision and with the participation of the Company’s management, including the
Company’s Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of the
Company’s disclosure controls and procedures as of March 31, 2014 and, based on their evaluation, the Chief
Executive Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures are
effective.

Changes in Internal Control Over Financial Reporting

There has been no change in the Company’s internal control over financial reporting (as defined in Rules 13a-15(f) and
15d-15(f) of the Exchange Act) that occurred during the three months ended March 31, 2014 that has materially
affected, or is reasonable likely to materially affect, the Company’s internal control over financial reporting.
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Part II - OTHER INFORMATION

Item 1A. Risk Factors.

Risks and uncertainties that, if they were to occur, could materially adversely affect our business or that could cause
our actual results to differ materially from the results contemplated by the forward-looking statements contained in
this Report and other public statements were set forth in the “Item 1A.  Risk Factors” section of our 2013 Form 10-K.
There have been no material changes from the risk factors disclosed in that Form 10-K.

Item 6. Exhibits.

Exhibit 31.1 Rule 13a-14(a)/15d-14(a) Certification  

Exhibit 31.2 Rule 13a-14(a)/15d-14(a) Certification

Exhibit 32.1 Section 1350 Certification of Chief Executive Officer

Exhibit 32.2 Section 1350 Certification of Chief Financial Officer
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

Date: May 8, 2014

MISONIX, INC.
(Registrant)

By:/s/ Michael A. McManus, Jr.
Michael A. McManus, Jr.
President and Chief Executive Officer

By:/s/ Richard A. Zaremba
Richard A. Zaremba
Senior Vice President, Chief Financial Officer,
Treasurer and Secretary
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