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www.cervelo.com

In a year when “turbulent” defined most companies’ experiences in the most adverse sense of the word, we're pleased that Cervélo’s foundation allowed us to thrive, even to
grow at a nice clip.

The infroduction of the Cervélo TestTeam was certainly the most visible event of the year for us. No bicycle brand has owned and operated a top pro team in 40 years, but it
made perfect sense fo us. Our thesis was that feam ownership would give us the control necessary to make real strides in product development, not to mention provide some
pretty cool riding experiences for customers from around the world. So far, that thesis has proven correct.

But in addition to the product development side of owning the team, we've really enjoyed the friendships developed with the riders. We've yelled at the tops of our lungs with
them through the wins in Qatar, Critérium International, the Giro and the Tour. And over beers at the team hotels, we've shared in their disappointment on the “almost goft it”
days in San Remo, Flanders and Roubaix. When the men’s feam was ranked #1 in the world in June, we had to ask: was this part of the plang When the women replicated the
feat in August, we just had to smile. Had a reporter asked last fall, “will CTT be #1 this yeare” (none did) we would have laughed and written the journalist off as a cub reporter.
Sometimes things don’'t go according to plan. Sometimes that’s OK.

Bike racing provides a great analogy for business. In a race, the breaks that win are often those launched when the hill is steep, the weather is bad, or the road is cobble-strewn.
Atftacks in the sun, on the flat sections and in good weather rarely stick. The same is true in business. At Cervélo, we chose to go full gas in 2009, betting that, as in a bike race,
when times are tough, that's the best moment to step it up. In the past year, we increased our engineering staff from 11 to 16 (and spent heavily on new development tools to
support them). We've also invested in innovative marketing, like the Beyond the Peloton documentary series (check it out on www.cervelo.com). So, even faster products are in
the pipeline with even more interesting ways to communicate their merits to riders everywhere. Stay tfuned.

Cervélo's success would not be possible were it not for the exceptional support we receive from our employees, dealers, distributors and partners around the world. Thank you to
everyone who helped drive the train this year. Thanks for coming along for the ride with us.

Phil White, co-founder Gerard Vroomen, co-founder




Claudia Hausler, 2009 Tour de I'Aude Winner




www.cervelo.com/team

When we launched the Cervélo TestTeam last fall, it was based on three core ideas. First, consider the team as a true RD&D partner to drive better, faster product
development. Second, provide a high level of fan access to the team. Third, perform well on the race course. The goal was not to be #1 in the world. The goal was not to win
major races in our first year. That Tour and Giro stage wins for the men, the pink jersey for the women at the Giro (and podium finish for Carlos) and #1 world rankings for both

have come to pass is gratifying. Those wins, however, do not fulfill our complete vision for the TestTeam's potential.

The real value of the TestTeam rests in our “RD&D first” philosophy. To support that philosophy, we created a new role: Race Engineer. Industry veteran Damon Rinard took
that job to work directly with the TestTeam and to channel the product knowledge and rider experience generated by our pros back into the RD&D process. This approach
benefits not only Cervélo but the TestTeam technical partners, each of whom is infegrated into the TestTeam/RD&D process. It's still too early for the marketplace to harvest

the full benefits of this approach (remember, the team first met as a single unit in December 2008) but stay tuned.

For 2010, nearly all the riders are back, including Thor, Carlos, Heinrich, Claudia, Emma and and Kirsten. Thirteen nationalities are represented and (proof that we signed riders
for their brains as well as their lungs & legs) their ranks include a trained medical doctor, three engineers and an economist. The mix of youth, experience, wisdom, men and

women has validated a philosophy that governs not only the TestTeam but our company as well: only hire great people who work well together.

Twelve months ago, the TestTeam was not much more than a fantasy. Without the confidence of our partners, there would be no TestTeam. We consider them the industry’'s

thought leaders. Thank you.
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Cervélo co-founder Phil White with Thor Hushovd at the wind funnel




www.cervelo.com

Cervélo was founded by two engineers, both still engaged in all aspects of our product RD&D process. Their backgrounds and personal expertise set the tone at Cervélo and
reminds us, always, that no matter the question, the answer is “engineering.” In fact, the highest praise a non-engineer employee at Cervélo may ever enjoy is to be mistaken by a
consumer or a dealer for an engineer. They, and especially the real McCoys in Vroomen.White.Design, are our rock stars.

At the big bike companies, you might find 5 to 10 engineers and several hundred frame platforms competing for their attention across multiple typologies (road, mountain, tt/1ri,
hybrid, city, kids, cruiser etc). It's hard to be focused in such an environment. By contrast, Cervélo fields 10 different frame platforms, four in tt/tri and six in road. Against those ten
platforms, Vroomen.White.Design deploys sixteen engineers.

Businesses, like bike racing teams, are not successful simply by out-spending their competitors. The first-year success of the Cervélo TestTeam, with an operating budget less

than half of its major competitors, certifies this fruth. Businesses are successful when they invest in the best people for the right roles. This is the case at Vroomen.White.Design, the
exclusive engineering supplier to Cervélo. Vroomen.White.Design does not hire “bike engineers.” Vroomen.White.Design does not hire bike geeks who like to tinker. We hire the best
engineers to execute in specific engineering roles to make better bikes.

Dave Kennedy, for example, is one of the world’s leading experts on aerodynamics. He has been working as an applications, design and test engineer in airflow aerodynamics
and structures for over two decades. Among other achievements, he was on the lead design team for the U.S. Air Force's subsonic wind tunnel. Few aerodynamicists, regardless of
industry, can match Dave’s knowledge and experience.

Don Guichard is our Director of Engineering and a leader in composites engineering. Remember the project ‘SB2 Project ‘96 Superbike 112 That frame was Don’s baby. The
revolutionary R3 and R3 SL frames?2 Don again. The 1984 U.S. Olympic team disc wheels were designed and manufactured by Don and, prior to joining Cervélo, he designed and
manufactured composites in many applications, including prosthetics and spacecraft.

Richard Matthews is one of our Senior Composites Engineers. He spent several years working on aerospace projects, most notably advanced metal matrix composite design and
microwave communications and optical equipment used on Cassini, Galileo and Iridium space projects. Through his own company, Revolution Design, he did significant work in
FEA, structural design and electronics packaging across a broad range of industries.

Damon Rinard is the TestTeam Race Engineer. In the automotive world, race engineers are common. Every company employs several. Not so in the bike world. But how serious can
you be about accelerating product development through racing if you don't have an engineer focused on working with your racerse Damon'’s background includes work at GKN

Aerospace where he focused on airfoil optimization and repair for business jets. He also has extensive experience in CFD analysis of aerodynamic and thermodynamic properties of
bicycle frames, wheels, and other components, much of which was performed in conjunction with performance optimization for a variety of Pro Tour level race teams.

In 2010, our plan calls for confinued investment in RD&D. This will manifest in more staff at Vroomen.White.Design plus upgraded tools, resources and processes so those at
Vroomen.White.Design can maximize their effectiveness. Our goal, as always, is to integrate the very best engineering talent with visionary product design, using the TestTeam as a
laboratory and testing center, to deliver the same best products for our pro racers and customers worldwide.
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Versatile and affordable - This bike can climb, descend, sprint, and of course is ideal for break-aways. On top of thaft, it morphs into a part-time TT/Tri bike and it's the most
affordable way fo truly ride what the pros ride.

Aerodynamic without compromising other features - Combines aerodynamics with light weight, great power fransmission, and an excellent ride.

ICS (Internal Cable Stops) - The best internal cable stop system available. Easy to install, easy to service, easy to keep clean and improving aerodynamics.

Adjustable geometry - Cervélo adjustable aero seatpost (optional) allows for a switch in seattube angle from 73 degrees to anywhere up to 76 degrees for occasional time
frials and/or multisport events.

Winning pedigree - Ridden to victory in Liege-Bastogne-Liege, Paris-Nice, Tour de I'Avénir, Critérium International and many other races.




S$2 winning 2009 Grand Boucle
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No compromise - Extremely aerodynamic yet among the lightest frames in the pro peloton and with excellent stiffness & compliance properties.

New profile downtube - Our work into improving the downtube and headtube on the TT bikes has directly benefited the S2.

Horizontal teardrop-shaped sloping toptube allows for improved aerodynamics; the toptube is designed with a proper airfoil cross section in the direction of the airflow.

Stealth aero headtube is ultra thin and only Tmm wider than the P3 headtube. The leading edge is kept straight, but the sides neck down in the center section, resulting in a very
good airfoil shape around the headtube in combination with a classic side profile.

Oversized bottom bracket area provides even greater BB stiffness. The smooth contours of the BB help both for this BB stiffness and for ifs sirength as the fibers have a more continuous path for better load fransfer.
ICS 3 — improves aerodynamics, serviceability and shifting performance. The best cable stops made just got better.
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www.cervelo.com/S3

BEIJING MEDALS

Outstanding aerodynamics — Like the S2, the S3 uses the best airfoil shapes specifically designed by Cervélo for bicycle speeds. Additionally, the S3 has a new aerodynamic
seafstay and chainstay design.
Light, but efficient — It is easy to make a light frame, just use less material. But the S3 is light by using material in the right places, rendering stiffness properties in the BB and in

torsion that are even 5-10% higher than the already leading-edge S2.

Vertical compliance — Cervélo invented the minimalist seatstays with the R3, and although the thin looks have been copied, nobody can match the low weight and high compliance
of Cervélo’'s design. Now Cervélo has done it again, using the same technology to design extremely thin & compliant yet also aero seatstays.

ICS 3 — improves aerodynamics, serviceability and shifting performance. The best cable stops made just got better.




RS takes third at Paris-Roubaix
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Incorporates the Squoval, Smartwall for Carbon and lay-up technology of the R-series.

Innovative seatstay design with built-in deflection mode for optimal vertical compliance.

Same handling philosophy as our other road bikes, but with a longer headtube for those who prefer a higher handlebar position and slightly longer chainstays to ensure that the weight
distribution remains optimal with the rider's shifted center of gravity.

Special XS size — On a smaller frame, the front wheel moves closer to the rider, causing toe-overlap. This only happens atf low speeds, because at normal speeds the steering angles
become very small. We can prevent foe overlap by not moving the front wheel back, but that affects weight distribution & handling, or use 650c wheels, but that means no neutral support
in races. Since we build performance bikes and won't compromise handling, we accept toe-overlap for the R3 and S-ranges, while offering the 650c wheel solution for the smallest RS.




R3 winning at the Tour de I'Aude
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The downtube and chainstays have Cervélo's ingenious Squoval shape to optimize stiffness without adding unnecessary material.

The foptube’s cross section changes shape along ifs axis to perfectly match the complex load case it experiences. Therefore, it is Squoval near the headtube and seattube and oval in the center section.
The increased volume of the oversized bottom bracket area provides outstanding stiffness and power fransfer. The smooth contours of the BB volume help both for the BB stiffness
and also for its strength as the fibers have a much more confinuous path to fransfer the loads better.

High-Modulus plies are added fo the sides of the tubes where they have the greatest effect in bending. They are feathered fo fransfer the loads into the structure. High-strength plies
on the bottom of the down-, head- and toptube distribute the loads from a potential headtube impact. Kevlar plies in that same area are to prevent rupture.

The R3's seatstays are quite simply the most amazing stays ever designed — super light & compliant yet very strong. A true testament to the skills of our engineering team.
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R3SL at the 2009 Tour
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2008

» With eight engineers working on carbon fiber projects, Cervélo can call on a wealth of knowledge about how to increase the performance of carbon frames. The R3 SL is the latest
iteration of our lay-up optimization, allowing us to further increase the stiffness-to-weight ratio and the vertical compliance.
e R3 Seatstays — Through testing and analysis (in particular with our custom developed software tools), every last gram was squeezed out of the R3 seatstays without any sacrifice. It

passes the highest impact, fatigue and road vibration test levels in the industry as well as the "Paris-Roubaix victory-test” on the cobblestones.

¢ Front boomerang construction — Monocoque frames typically have a weight penalty, while frames with lugs can have lower impact strength, as each lug joint is a potential separation
point. Cervélo's patent pending boomerang design of the R3 series allows contfinuous fibers to run from toptube to headtube to downtube, thereby greatly enhancing the frontal
impact strength without encountering the lay-up control problems of a full monocoque design.




The P2 is a big success for TeamTBB
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KONA
2007 & 2008
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WINNER

¢ TrueAero tube shapes and minimal frontal area for optimal aerodynamics, Smartwall for Carbon lay-up to optimize the bottom bracket and torsional stiffness of the frame.

¢ The constant width seattube cutout closely covers the rearwheel tire. Most cutouts (with the exception of the P3) have a cutout width that varies as you move up and down the
cutout, thereby hampering the proper airflow from the seattube to the rearwheel.

* The Integrated seatftube collar provides you aerodynamically with an integrated seatmast, but structurally the post can still be removed with ease so you can fit the P2 into any
bike case and fravel without a problem. This is always an issue with frames with a structurally integrated seatmast, as we know from the original 1996 P2 which was the first bike
to sport that feature. While it was the best solution we could come up with back then, the new system with the removable seatpost is superior not only for traveling but also for
aerodynamics, as it allows us to use a much narrower seatpost than if it was a structural part of the frame.
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P3 winning the 2009 Giro TT
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WORLD TRACK CHAMPION

=

BEIJING MEDALS

Unbeatable aerodynamics - All the details that make the P3 an aerodynamic stand-out are incorporated into the T3.

Superior bottom bracket stiffness - We were expecting that our test riders would ask for even more stiffness in the bottom bracket, but they all concluded that the original P3
lay-up was more than sufficient for the track. Even the most powerful sprinters agreed.

The extremely narrow and aero headtube is short enough for pursuit events, and stiff enough to be used with a rising stem for sprint events.

Dual position seatpost - An extremely narrow profile seatpost with two positions, one for sprint and one for pursuit racing.
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