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The exact sections to read in 10-Ks, 10-Qs, 8-Ks, and S-1s to identify supplier concentration,
customer dependency, and hidden procurement risks before they become headlines

Supply chain risk has become one of the most consequential variables in equity analysis. In 2021, a
shortage of automotive chips halted production at Ford and GM. In 2022, TSMC capacity constraints
delayed products across consumer electronics, networking, and defense. In 2023 and 2024, CoWoS
packaging availability determined which AI infrastructure companies could build out their data
centers. In each case, the risk was visible in SEC filings months or years before it became a
headline.

The problem is not that companies hide supply chain risk. It's that the disclosures are scattered
across multiple filing sections, written in language that requires interpretation, and
time-consuming to extract manually across a portfolio. This guide covers the five places supply
chain risk hides in SEC filings and what the language looks like when the risk is real versus
boilerplate.

1. Item 1 (Business): The Clearest Supplier and Customer Disclosures
Item 1 of a 10-K is the Business section - the company's description of what it does, who it sells
to, and how it makes its products. For supply chain analysis, this is the first place to read.

The significant customer disclosure appears here or in the financial statement footnotes. SEC rules
(ASC 280 and Regulation S-K) require disclosure of any customer that represents 10% or more of total
revenues. Typical language: "Customer A accounted for 18% of our revenue for the year ended December
31, 2025."

Note that customers are almost always anonymized as "Customer A," "Customer B," etc. To identify
them, cross-reference the customer's own SEC filings: if a company represents 18% of your revenue,
you are likely a material supplier to them, and they may name you explicitly in their own 10-K. This
is exactly the cross-referencing methodology TraderTools automates.

The significant supplier disclosure is less standardized but most manufacturing companies include it
in Item 1. Look for: "We source [component] from a limited number of suppliers" or "We currently
purchase [component] from a single source." A company that says "single source" in Item 1 has
identified a supplier concentration risk in one of the most prominent places in the filing.

2. Risk Factors: Distinguishing Real Risk from Boilerplate
Risk Factors sections have grown so long - some exceed 20,000 words - that many analysts skip them.
That's a mistake. The supply chain-specific risk factors often contain the most specific and useful
disclosures in the entire filing.

The key is learning to distinguish generic boilerplate from specific disclosed risk:

* Boilerplate: "Our business depends on the continued availability of raw materials, and
disruptions to supply could harm our results." Every manufacturing company files language like
this. It says nothing specific.
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* Specific risk: "We rely on TSMC and Samsung for the fabrication of our integrated circuits. If
either foundry experiences manufacturing difficulties, yield problems, or is unable to allocate
sufficient capacity to us, we may be unable to fulfill customer orders." This tells you exactly
where the supply chain breaks.

The specificity test: does the risk factor name the counterparty, the geography, the product, or the
consequence in concrete terms? If yes, the company has assessed the risk seriously and is disclosing
it. Geographic concentration is particularly important - a risk factor that names Taiwan, a specific
Chinese province, or a single country as a concentration point is meaningful. Language naming
"natural disasters in regions where our manufacturing partners operate" without specificity is not.

The 10% threshold problem: A supplier representing 9.8% of purchases does not trigger a required
disclosure. Many material-but-sub-threshold relationships are never disclosed in the company's own
filing. TraderTools addresses this by cross-referencing counterparty filings: if a supplier names
your company as a significant customer in their own 10-K, that relationship is captured even if your
company never discloses the supplier.

3. MD&A: Where Realized Supply Chain Problems Surface
Management's Discussion and Analysis (Item 7 in a 10-K, Item 2 in a 10-Q) is where management
explains what actually happened during the period. If a supply chain disruption caused a miss,
impacted margins, or required a write-down, it will appear in MD&A before it gets incorporated into
the next year's Risk Factors.

Key MD&A signals:

* Gross margin explanations: "Gross margin decreased 320 basis points due to higher component
costs, including [memory / substrates / rare earth materials]."

* Forward-looking supply guidance: "We expect supply constraints to persist through the first half
of fiscal 2026." This is one of the highest-value signals in a filing.

* Inventory footnotes: Unusual WIP inventory builds without corresponding finished goods increases
often indicate supply chain timing mismatches.

MD&A also contains the geographic revenue breakdown - the demand-side equivalent of supplier
geography. A company deriving 60% of revenue from China is exposed to export control risk in a way
that a company with 20% China revenue is not, and that exposure propagates backward to suppliers in
the same region.

4. Financial Statement Footnotes: The Most Specific Disclosures
The footnotes to financial statements contain supply chain disclosures that don't appear elsewhere
in the filing.

The purchase commitments note (ASC 440) is highly valuable. Companies must disclose non-cancelable
purchase commitments. If a company has committed to $2 billion in wafer capacity from a foundry over
three years, that commitment will appear in the footnotes even if the foundry is not named in Item
1: "As of December 31, 2025, we had non-cancelable purchase commitments of $1.8 billion for the next
12 months, primarily related to semiconductor wafer purchases."

The concentration of credit risk note often names the largest customers explicitly - sometimes with
actual names rather than "Customer A" - when the disclosure is made in the context of accounts
receivable concentration rather than revenue concentration.
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5. 8-K Filings: Real-Time Supply Chain Events
10-Ks and 10-Qs are periodic. The 8-K is the real-time signal. Companies must file within four
business days of a material definitive agreement or material event.

Supply chain 8-K triggers to monitor:

* Entry into material contracts (Item 1.01): New long-term supply agreements, exclusivity
arrangements, strategic sourcing contracts. When a company signs a 5-year wafer supply agreement,
it files an 8-K that names the counterparty.

* Termination of material contracts (Item 1.02): Loss of a major supplier or customer
relationship. These are comparatively rare but are one of the clearest supply chain risk signals
available.

* Results of operations (Item 2.02): Preliminary earnings releases citing supply constraints as a
driver of revenue or margin misses often appear before the 10-Q.

S-1 Filings: The Most Candid Supply Chain Disclosures
Pre-IPO S-1 filings consistently contain more candid supply chain disclosures than post-IPO 10-Ks.
Underwriters require comprehensive risk disclosure for liability protection, and management hasn't
yet developed the instinct to soften language for public market consumption.

An S-1 from a hardware company will often name specific foundry partners, name key customers
(because they're part of the growth narrative), and describe supplier dependencies in operational
rather than legal terms. After the IPO, subsequent 10-Ks gradually abstract this language. Keeping
S-1 data in your research baseline and comparing it to current 10-K disclosures often reveals what
was disclosed at founding that has since been obscured.

The manual analysis problem: Reading Item 1, Risk Factors, MD&A, footnotes, and 8-K history for a
single company takes 3-5 hours for a thorough analyst. Mapping the full supply chain - suppliers'
suppliers, customers' customers - requires repeating that process for every counterparty.
TraderTools automates the extraction step across all 7,000+ public companies in its coverage,
updating nightly as new filings appear on EDGAR. The entity resolution and relationship mapping
methodology is described in detail; every edge in the graph has a primary filing citation you can
verify.

A Supply Chain Due Diligence Checklist
For any equity position where supply chain concentration is a material risk, the filing review
process in order:

* Item 1 Business: Look for "single source," "limited number of suppliers," and the 10%
customer/supplier disclosures.

* Risk Factors: Apply the specificity test. Named counterparties and geographies are real
disclosures.

* MD&A: Check for supply-driven gross margin commentary and forward-looking supply guidance.

* Footnotes: Pull the purchase commitments note, the concentration of credit risk note, and the
segment footnote.

* 8-K history: Search EDGAR for Item 1.01 and 1.02 8-Ks from the past 24 months.

* Cross-reference counterparty filings: Pull the 10-K for the company's largest disclosed customer
or supplier and look for disclosures that name your target. Relationships are often described more
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candidly in the counterparty's filing.

The TraderTools chain pages give you steps 1, 5, and 6 immediately - extracted, structured, and
cross-referenced across the full EDGAR corpus. Steps 2, 3, and 4 still benefit from a human reader
who knows what specific language patterns mean. The combination - machine extraction for coverage
and speed, analyst judgment for interpretation - is the most effective approach to supply chain due
diligence at scale.
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