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Core Value 1:

We believe in honesty.
and integrity in everything
that we do.There is
Nno alternatives

66

As a distribufor, we're in the
credibility business. Because
our business model hinges on
successful partnerships with
resellers and manufacturers,
it’s critical that our partners
know they can always
count on our integrity.
For us, honesty isn’t just
the best policy. It's the
only policy.

Emmanuel Kongolo
SCANSOURCE EUROPE




One vision. One godal.
ONE powerful team.

since
the
company has become an international

In the nearly dozen years
ScanSource, Inc. was founded,
presence, with offices throughout North
America, Latin America and Europe.
Hundreds of employees have joined the
ScanSource tfeam, and the ScanSource,
Catalyst Telecom and Paracon selling units
now serve more than 80 vendor partners
and provide more than 29,000 products to
thousands of value-added reseller cus-
tomers. But through it all, there’s been one
constant: the ScanSource culture.

Visitors to the ScanSource, Inc. headquar-
ters in Greenville, SC, oftfen remark on the
unique nature of the company culture.
It's a place where employees work to-
gether, where cooperation, honesty and
integrity are valued, and where team
members enjoy what they do and enjoy
each other. Perhaps that sounds simple

enough, but at ScanSource, we don’t just
pay lip service to the idea of working
tfogether. We truly believe in forming a
bond with each other, to upholding
a Culture of ONE.

The ScanSource culture encourages
independence within a team setting. It
encourages employees to step outside
of their comfort zones to develop new and
betfter ways for solving the challenges of
our customers and vendor partners. And
most of all, it encourages members of
all departments to look upon their
fellow employees as part of a single unit
working tfowards the same goal: to help
our customers and vendors be more
successful.

We believe in the old-fashioned idea that
by working as one, we can accomplish
more together than we ever could alone.
Teamwork isn’t just a lofty goal. It is our
passion. It is what drives us tfo work
smarter and more efficiently on behalf of
customers and vendors. It is what shapes
the Culture of ONE.
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Three selling units.

Catalystlelecom.
Paracon

ScanSource

ONE culture.

At ScanSource, Inc. {Nasdaq: SCSC} we
believe that working as one with resellers
and vendors is what makes the two-
tier distribution model the most efficient
method for delivering fechnology solutions
to the market. ScanSource, Inc.’s North
American segment consists of three sales
units, which together make up one power-
ful feam. ScanSource, Catalyst Telecom
and Paracon provide thousands of prod-
ucts and a complete lineup of services to
more than 15,000 value-added resellers.
Though each unit delivers different prod-
ucts from a variety of vendors, they share
the same vision for success.

The ScanSource sales unit offers automatic
identification data collection (AIDC) and
point-of-sale (POS) products such as bar
code scanners and printers, mobile data
collection terminals, wireless networks,
computer-based point-of-sale tferminals,
receipt printers, cash drawers, keyboards
and related peripherals. The Catalyst
Telecom sales unit provides voice and
data products like key, hybrid and PBX
phone systems, voicemail, interactive
voice response, voice-over-IR unified mes-
saging, and other solutions. The Paracon
sales unit offers converged communica-
tions products. Further, the company
has an international distribution segment
providing AIDC and POS equipment in
Latin America and Europe.




66 When we assist customers

4 with issues, our task'isn‘t
complete unless we've
helped to make sure
that they are the hero. No

matter our contributions

on a project, we ‘re happiest
when our vendors and
customers get the credit,
because it means we‘ve
done our job well. 29
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Betty Benson
MEMPHIS BISTRIBUTION CENTER
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Core Value 2: /

We highly value our
Y customers and vendors and
F are committed to meeting
their needs quickly
and fairly.
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re Value 3:

We believe each
empl@yee's opinion counts
and deserves respect.




ONE exciting destination
for strengthening sales.

il
soLuTIoNn caTY

com
YOUR VERTICAL MARKET SALES TOOL

One of our company’s most important
missions is to educate our customer base
to help them sell more products into a
wider variety of markets. If our customers
don’t succeed, we don’t succeed. That's
why ScanSource, Catalyst Telecom and
Paracon recently intfroduced Solution
City, a complete vertical market selling
resource designed to help our reseller
customers break info ten leading markets
and increase business with end users in
the markets they already serve.

All ScanSource, Inc. customers have
access to solutioncity.com, an online

knowledge portal with comprehensive

information that tells them how to sell the
technologies they know info new markets,
as well as how to sell new technologies
info the markets they already serve. The
Solution City web portal provides com-
plete information to help resellers consis-
tently match leading technology to the
fop markets in order fo open up new sales
opportunities.

Visitors to the site can learn:
e Customer challenges unique o
each market

* How to identify key decision-makers
and market-driven buying patterns

* How to find the best solution for
specific verticals

* How to market their products and
services to customers in different markets

* Much more




Ten leading markets. ONE
powerful tool for reaching them all.

At solutioncity.com, our customers can
learn how to successfully apply their prod-
ucts and services to customers in ten
markets that provide strong opportunities
for growth. The site provides a complete
overview of distribution, education, field
mobile, financial services, food, govern-
ment, healthcare, hospitality, manufacturing
and reftail.

Further, the site is organized around
“VerTechs”- the intersection of a particular
type of technology with a specific vertical
market, demonstrating how a product
works in a certain market. In addition to
helping resellers break intfo new markets,
Solution City helps them expand their
technology product offerings to better

serve customers in the markets they're

already working in. The site provides
information on selling the following
technologies in fop markets:

* Bar Code Scanning/Data Collection
* Mobile Computing

* LAN & WAN infrastructure

* RFID/Access Control

* Point-of-Sale

e Kiosk/Touch Screen/Self-Service

¢ Business Communications Systems

» Converged Voice/Data/Video - Voice
over IP

* Computer Telephony/CTI
* Telephony Communication Applications
* Speech Technologies

* Specialty Technology and Services

In addition, ScanSource, Inc. also recently
infroduced the Solution City Road Show
Series in cities across the country, featuring
vendor-sponsored seminars on how to
successfully sell into vertical markets,
a tabletop exposition and a “Vertical
Showcase” that provides an up-close view
of how various technologies work in
specific vertical markets.
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(1 | come to work

everyday knowing that
I'm empowered fo dg =
my job with imaginationk
and creativity. There

are no limits on the
ways in which we can
approachthe issues
and challenges

we face. 99

Jeanne Gotfred
CATALYST TELECOM

Core Value 4:
b

We encourage innova-

fion and creativity from &
every employee, in every
department. Mistakes that
arise from good infentions

and hard work are distin-

guished from those aris-

ing from lack of effort
or carelessness.




Michael L. Baur
PRESIDENT & CHIEF EXECUTIVE OFFICER




To Our Shareholders:

Since our inception in 1992, ScanSource
employees have made a deeply impor-
tant and lasting contribution to our com-
pany’s success. That contribution is the
ScanSource culture, and without it, we
could not be the company that we are
today or the company that we hope to be
tomorrow. One by one for more than a
decade, ScanSource employees have
enhanced, strengthened and shaped our
company’s culture, creating an environ-
ment that values teamwork, integrity, hon-
esty, commitment and, just as importantly,
fun. Put simply, we believe that by enjoying
what we do and cherishing the people
with whom we work, our company has a
much better chance fo continue its strong
legacy of growth.

Together, our tfeam has built what we call
“A Culture of ONE” - a culture in which
hundreds of ScanSource employees in

offices around the world work
together as one to meet
the needs of our cus-
tfomers and our vendor
partners. While the sim-
ple concept of “team-
work” may sound like
just another word on a list
of company core values, to
us it is more than that. It is what
defines us, what differentiates us as
we strive to work more efficiently than ever
on behalf of our customers and vendors.

Thanks to another great effort by our entire
tfeam, I'm pleased fo report that in Fiscal

2002 2003 2004
NET SALES

Fiscal year ended
June 30

Year 2004, ScanSource again posted
sfrong gains in sales, with net sales rev-
enues increasing fo $1.19 bilion com-
pared to $991 million for the year ended
June 30, 2003. Af the same time, net
income rose to $30 million compared to
And
diluted earnings per share increased to

$23 million for the previous year.

$2.31 per share, moving up from $1.81 per
share in Fiscal Year 2003.

As part of our confinuing effort to help
educate value-added resellers about new
technologies and markets, we infroduced
Solution City this year as a comprehen-
sive resource that is designed to help
ScanSource, Catalyst Telecom and
Paracon customers strengthen their sales.
The foundation of our Solution City pro-
gram is solutioncity.com, an innovative
online knowledge portal developed with
the help of our vendor partners that gathers
a wealth of industry information into an
easy-to-use website. The site provides a
detailed blueprint for selling all of the tech-
nologies that ScanSource, Inc. represents
into ten leading vertical markets, including
distribution, education, field mobile, finan-
cial services, food, government, health-
care, hospitality, manufacturing and retail.

By fapping into this dynamic
tool, resellers can learn
the specific challenges
unique to each mar-
ket, how to identify
key decision-makers
and  market-driven
buying patterns, how to
find the best technology
solution for each market,
how to market their products and
services to customers in different environ-
ments and much more. It’s a complete
vertical market selling resource in one con-
venient location. As a complement to the
site, we also infroduced a series of Solution

SCANSOURCE 9



City Road Shows to provide customers
and prospects with an up-close view of
how various technologies work in vertical
markets, plus vendor-sponsored seminars
and exhibitions. Hundreds of resellers
attended shows in Anaheim, New York City
and Chicago with upcoming shows
planned for Atlanta and other cities
throughout North America.

In addition to helping our customers suc-
ceed in new markets with fechnologies
that they may already be familiar with, we
are also stepping up our efforts to assist
resellers in seizing future opportunities
with emerging technologies. Due to
recent shipping mandates by organiza-
fions including Wal-Mart, Metro AG and
the U.S. Department of Defense, the
acceptance of and demand for radio fre-
quency identification (RFID) technology is
developing more quickly than ever. Bar
coding and mobile computing resellers
sfand fo gain tfremendous benefits from
the emergence of RFID, and ScanSource
and our vendor partners are poised to
help them take advantage of this exciting
technology. Similarly, converged commu-
nications dealers are increasingly finding
new enthusiasm for Voice-over-IP products
among end users, and our Catalyst
Telecom and Paracon sales units continue
to provide education and assistance for
helping them tap into the power
of VoIR Rather than tread-
ing familiar, comfortable

ground, we continue to
believe it is important
to help push our cus-
tomers toward newer
and profitable territory
for the future.

We continued to stfrengthen and

enhance the Partner Services that we
offer to help our customers save time, money
and resources. As part of our ongoing

commitment to delivering the most com-
prehensive value-added services in the
industry, we established a Partner Services
group to provide an even greater level of
executive focus and oversight to our serv-
ice offerings. In addition to services like
marketing tools, education and training,
e-commerce and system integration, we
also formed strategic partnerships this
year to help us provide a deeper pool of
services to our customers. Working
with Rollouts Inc., we now offer end-user
systems installations on behalf of our
customers, including scheduling, deploy-
ment and management of field service
technicians, to help resellers complete
installations more quickly at a lower cost.
Further, we joined forces with Corporate
Business Solutions (CBS) to give our
customers—many of whom operate
small-fo-medium-sized businesses—access
to Fortune 100-level administrative opera-
tions. CBS assumes duties such as benefits
administration, payroll management,
government compliance, personnel admin-
istration, risk management and human
resource functions at best-value pricing.

Our ScanSource sales unit, offering auto-
matic identification data collection (AIDC)
and point-of-sale (POS) products, continues
fo form a solid base for our company’s
success. ScanSource strengthened itfs
product offering this year by forming
alliances with some of the technology
industry’s most important vendors—
Microsoft and HP—to provide our customers
with a world-class solution for the retail
market. Combining the HP rp5000 point-of-
sale device and the Microsoft Business
Solutions Retail Management System, this
hardware and software solution is available
exclusively through ScanSource and enables
resellers to help their end-user customers
reduce their T budgets and upgrade their POS
systems at alow cost by harnessing the power
of desktop automation for a retail setting.
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Diversity makes us a beftter
company. Having a team that
draws on diverse backgrounds
and opinions leads fo better,
more informed decisions
about doing what's right for
ScanSource, our customers
and our vendors. 99

Jill Bass
HUMAN RESOURCES

Core Value 5:

We are committed to an
environment that respects
and values the diverse
backgrounds, interests
and talents of our
employees.

—
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Core Value 6:

We protect our company
resources to benefit those
who depend on us, such
as our employees and
shareholders.

66 We‘re fanatical il-’i"'profecﬁng our
company resources because we
know that they aren‘t abstract
numbers on a balance sheet. Those

resources represent the future of

our company for employees and
shareholders, and nothing-issmore
important than protecting the futu

Bob Thompson
MIS




The ScanSource unit also experienced
contfinued growth in infernational markets
during Fiscal Year 2004. Our ScanSource
Europe and ScanSource Latin America
offices contfinue to add customers and
vendor partners, and now represent 10%
of our overall business, up from seven
percent the previous year. Our successes
in Europe and Latin America will provide a
solid foundation for us as ScanSource, Inc.
continues to develop as a fruly inferna-
tional company.

The Catalyst Telecom communications
unit—providing Avaya-focused voice,
data and converged communications
equipment—delivered another strong per-
formance this year. Catalyst added new
vendors, including Extreme Networks, to
our list of best-of-breed partners, and
continued to work with Avaya to provide
our customers with an enhanced level of
professional services, training, mainte-
nance and much more. And the Paracon
unit, which offers converged communico-
fions products, benefited from a strength-
ened relationship with leading vendors like
Intel and NEC. With a deeper product line
than ever before and the strengthening of
an experienced executive team, Paracon’s
recent growth continued this year.

Asin years past, our company’s growth did
not go unnoticed by national media out-
lets. For the fourth fime in five years,
ScanSource was named one of the
nation’s 100 Hot Growth Companies” by
BusinessWeek magazine based on an
increase in sales, earnings and return on

capital over the past three vyears.
ScanSource was also named one of
the

companies in the country by Business

100 fastest growing technology

2.0 magazine as part of its "B2 100" rank-
ings. In recent years, ScanSource’s growth
has also been recognized by such organi-
zations as Fortune and Forbes.

In the end, we believe that our company’s
long track record of growth has only been
strengthened by an unswerving dedica-
tion to a culture of teamwork and
integrity—A Culture of ONE. As we look to
the future, we do so with an eye towards
applying our two-tiered distribution busi-
ness model to new technologies that can
provide us with more opportunities than
ever. But no matter what the future holds,
our commitment o A Culture of ONE will

never waver.

At ScanSource, Inc., we love what we do
and we cherish those with whom we work.
And as our numbers grow, we remain one
team with one goal: to help our customers
and our vendors be more successful than
they could be without us. | hope you’lljoin
me in looking to our company’s future with
excitement for what lies ahead.

Sincerely,

A LB o —_

Mike Baur
President and CEO
ScanSource, Inc.

SCANSOURCE 13
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Core Value 7:

We are committed to
helping those less fortunate
in our communities by
giving our time, talents
and resources.

|

66 Sharing time and resources with our local
communities does more than provide assistance
to people in need. It also gives our employees
a higher sense of purpose and the deep
satisfaction that comes from giving back. %

John Rodgers
TECHNICAL SUPPORT
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e Cormpary to espard it Baropean operatiore and make additiord sales o formner ABT ooetonneans o the
Urited Kirggdom. Im hilanch 200G, the Sormparsy completed s coreclidation of e UK distibotion cemter iro e
Emdgiurmn focidiby. The Cormpary bos centralized s ooccoorting informafion e chookogy ard saes rmarogenent
ir e B=lgiurn beaodgoartens location.

Tt Cooratrol Proitadzikfy

= Compaw's operafng rcome gowth bas been diven by ircrsasing groes profit ard  dizcipliced
ool of cperating sperpes, The Compary s operatiors feohare g scdoble nfomnation setern, stearnline=d
rraragerert, and cerfkdiesd disktibdion, anabling it to ochisve e acomornies of sode Fecm oy for ook
effecive order fdilneert. From s irozphion the Cormpary B ighily rearoged s gererd ard odmiristrative
e e bey rrairbaining skomg oot contnols. However, inorder to cordinoe o gromeits moorkiets, the Connpary
b irvvasdmd im P imidadves induding meesdroants in rews geographic reakets of Borope and Lafin Arnerica,
ircreas=d rrafetirg efiord o recrat ressders, ad erbaresreents of erploges bereft plare B oretain
[y (= L _E



kel s of Spen lons

Th= folowing table 22ts forth for = paricds rdicated c=rlain rcorre and =&peres itere @ a percantoge
of re=t aab=s:
Razal Yo Ervded Jorme= S0,

2004 2005 2002
Staternert of oorne data
L e 100,07k 00 1000
Coetofgoodsacld L S5 557 2.1
o prof e 11.1 11.5 10.%
Sedirg gererd ard adrinisboive esperees L F.a 72 EA|
e T g o e e e 4.1 q.1 k]
Il pmad e (Jcomnem, Pt L —_ 0.1 0.z
e eperesfireornel remt L — — —
Todal odbmrmemmr e L e e e 0.0 0.1 0.2
Ircorne before inconne taees, rircity irderet ard extracrdirary gain . .. 4.1 4.0 N
Prowbiomfor oo James . ..o 1.6 1.6 1.3
iirearithy irdemrast imircore of coreclidated s bsdian=s, ret of moorne
= - o1 —
Imrcomebeforessdracrdirarg gaim ... 25 23 2.3
Edracedimary gaim, retoftame=s — — 0.1
Metimcormes 2.5% 2O5H 2.9

Conparnson of Asad Years EBded une 30, 2004 .and 2003
el Sies.
The= follcrwing fobles sornrmanze e Compars's ret sokes reodts (ret of inderseg et soles):

Procucf Cofeqory
Percartoge
il 200G Lo femnmryoe= Choge
(In oo =)
RDZardPoSprodusts ..o F 1252 A1 15S 0 H150.00% 2678
Corwverged commanicatiorepreducts L 30555 350,041 = 11 5%
FL1e20M R 1 B0 & 205
FEOCTOOC SETE 15
F=roartoge=
il 200 Ciffarmmos Chage
[ =0 e By
Morh Arneficandistibadion ..o FLOPEE12 sl F1551A 14 4%
Imemationd distibodion ..o 14275 G, 353 47,725 G A
Metoodes 192090 R 1M 500§ oG
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HWorh Amelcan bishtibulion

Morh Arrerica distibfion sades indude sades to techrology resales in e Unided Siotes and Saroda friom
Hee Corrpary’s hilernphis, Tearreses daskbodon carder. 2akes to techrology resslars in Caroda accoont or
lemes Hham T of fodal met sakes for the feod o mndeddore 30, 2009 and 2006 The ircrs s in Morh Arnerican
distibirtion sak=s wios due o increossd rorket $are reddng forn g shift o the indirect chanoes, ard friom
irduedny axpareion ted 1o 1T darmards. Additicral growtt of ret sales eadbed friom iFPereosed salas o esdsting
oetorneans Hrough cormpeffive proeduct pricimg ard rearkating =fiore o reach speacid by technclogy resslars,

Sl of = AICC and POS prodoct cotegorss for e Moty Arcerica dishiboobion ssgrvent ircns oesd 2 1% as
cornpared to the prior year, The ScanSorce salling unt beredted fonn sfromger POS sdes fo larger retalers ard
rerewed rduwety growdh ard more erd weeer dernard | The connpary contiraes fo 2ign rewe resslless ard gain
odditioral rrakiat share fronn oter two-tier distribodors,

fde of corwearged cormmunicafiore product moreased 11 5% as compaed o the prior year, Catayst
Tl oy whch diskibde s corvenged conmmunication prioduc, bereited fom strengitened sales o e snal
ad madurn bosires CED) preducts ard fronn e anberprise (B2 products. Additiord resslers e oot d
aadier tiz ymar dso conhibied to e Poreass in sdes. Paoacon, which also diskibobes  coreerged
comrmJnicTiiors prodoct, ssperienoesd O ircregse oo sales o g et of e oddifon of a sgrificant fewr
prodiet re=,

In ke national bis mbu lon

Th= intemraicord distibution segrnent imdudes sales o Ladn Areerica (indudifg hlesico)ard Borops from
e Scondiouwres selirg ot Sakes for e overal intemadoral ssgrnent increosesd PO or 54977 milion as
cormnpared o e prior wear, The imcraoes im saes for e Boropsan rradiat wos a res st of imcreospeed fooes on
rews ostormer recndtreant ard of werdor programe with e Cormpary's main Baropean distibotors, Latin
Arreenican sakes noremsed g a resdt of sthoble fakiet growedh in e intemaiond AICC and POS makets ard
gan nrokst ore, apecidlyin dee issdcan roorket.

The= favorable Bao verse LS Dolla excbangs rate oosounits for approdnnately 32 5 millon of e incregs=
for the yeor arded Jore 350, 20049, Withoot e beredt of e fonsign sschomge nobes, e imorsose for e wear
wooidd Feawe beer 558 or F37.9 millon. Ao gh rearagereent canmet forecadt e fuhre diemcion of foe=ign
ewcharge rate roovernend, if sgrificart uoworable changes in escharge rabes ooor, ret sales of e
serreerit oo b od e el o flected.

IFI0RSS PO,

The follcrwing foble sornnnanizes e Cornpareg’s groes prodt

F= = of
M=t 50
2004 2005 Cifferamce  Change 2009 2005
(Im o pards)
Morh Arnefican distibodion Lol F17.548  F101,45 5,05 15 7% ek 110
Imemationd distibotion ..ol 19,212 102497 ] FELTE 1228 145

GromProfit.. LA, A0 E11,653 19,097 17 & 118 115




HWorh Amelcan bishtibulion

o profit for e Mot Ameicon diskibodion segrnent inoreoesd 515 2 milion for e fiscd yaor ended
Jures 7, 200 @ cornparad bo e prior fecal e The imcraoes was pirnaily dos bo ircreaeed soles wobne
through sdes to a larger reseler bas= aed gaire in e ssting raketsbare.

o prodtas a peroertoge of ret sakes for e MNoh Arcerican dishibotion segreent decreaeed o 102%H
of sdes for fecal year 2004 as commpared o 1104 of saes for e prior f20d y=ar, The decreose was primnariy
due= o a 5.9 million decreoes of elogisfc fee-bosed reveroes, g costonners bowe dssontinoed ther e of
Hremsm smricms, TH2 decreges o offet by bater on aapected dipoed of cbeolede irvartory dorimg e
fortt gaarter ard imerermental verdor rebates relaled to sz vard prograrns.

In ke national B§s mbu lon

Srom prodt for he nterrotioral distbudion s2greent ircreazed FA1.0 miion for e fecal year erded Jure
H, ¥ o comparsd o e prior fscal wear, The porease was pirearly doe fo increosed diskibodion soles
woborne g tre segrnent gaired additiora resallers aed ookt dane .

5o profit, g a percentoge of ret aales, which b Wwpicdly greader Han e MNodh Arneicon distibodion
searreart, decraseed over e prior year . The decreoe imogroes rangi; i dos booa e i charge of loweer
rrargin prodocts,

Ooeroing Experses.

The= follcrwing foble surninanizes e Compary's cperaing esperees:

= = of
M=t S0
2009 2005 Cifferemoe  Change 2009 05
(In Hosands)
T R e o HasM HF135e S, 165 15 5% LR TIE

Cperating meperees for e gear ended Juee 3L 209 incoded approsimateky 5255 milion of resnochaing
coed for e Chionredhila s b siress, 0 discreforang prodit shoring corhibotion bo the 90705 plan of 55 2 milion, a
chankable corrbuion of 51,1 milion, a 31 4 millicn ocorod for e diepceifion of a sdes ard wes= s reaHer,
ad animniparrrent change on capitaieed sotheore of 552,000,

Crerating experees for e yea erdad e 30 2005 irchoded a diecretiorary profit seaing cortribufion of
5 milion, a chaitabke conbibution of 000,000, ard an inpdmnent chaorge on copitdoed softwore of
191,00, Im addiiorn, a 500,000 raclamification adusdinent wos reade relagted o e odoption of Erverging
lsssms Tk Foro= ("BTF™Y lmo= Boo 02-15, Aocoounfrery by o Somtonoesr dookecfey o Geesllacd for Center
Croresefmnation (Pevemired (o o Wenobr, The adjustriesnit recboseidsd 5505, 000 of aucesws vendor reimnborsenment
a3 reduciion o oot ofgoods saold ard F557,000 copitdized irbs rveandon) ornirg ooods, perdirg soes of e
relaied products, Thess ipcreas=s to cperating esparess were partaly offset by lower bad dabt esparee of
20 rmnillion.
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Chperoing Mcome.

The following foble sornnanizes e Comparsy's openaing inconne:

F= =of
=t 50
2009 2003 Cifferarce  Chamg= 20 A0
In Fopands)
Focady=aoend=d .. ............ 25 FNSM 55,052 21 5% 41% 4.1%

The imoreaes inopenatineg ircorne for e facal yeor anded Jure 50, 2009 as comnmpansd o e prior o
wear was dus to ircresed groes rargin @ resdt of oreeed sdes vobome and oot contob at beld
cparaing =peree gowth below e rote ofsdes groedh,

Jorof Cfer X perese (ircome).

The= follorwing foble surninranizes e Comparsy's totd otter esperees (roome):

e

20H 2005 Ciffereno= Change 2009 2005

(Ir o sard)
Irdmrest mwpmrees 1,159 5 2043 He0d) q35% 0% 0
Imdmrestimconn= oL (258 (1,1 &5 S35% 00 00
et forsign escharge ko fgaire) . ... ... 35 455 Giale) ] S1Er2E 00% 0 I
D o 231 35 153 F13H 00H 0 1w
Total ofter avpares (reomnel) ..o 437 5137 HEEE S51% 00 0.1%

IFdereot e for fre pears erded Jore 30, 20049 ard 200G was 51 2 millionard 32,1 million, respectively,
redecting irderest paid on borrowirgs on e Cormnparg's lire of oredit arnd long-bermn debd Indenest saceepe for
e yaar wos lower do= o bower irderest rates in fecd year 209 ad lower average borowdnge on e
Cornparty's lire of credit over the post year,

IFdmrat imsorne for foe ogemars arded o 50, 2009 aed 200G s 00000 ard 512 millon, respectiesh,
prirzipdly representing interest colected from owtorreers, This bas decregzed friomn e pior year g g reedt of
O opmgaed sgbes of cmrfain progranme o which e Connpary sorred inbere st inoome.

Foreign excharge gare ard koesss corett of foreign curercy frareocziora ard foctiord curency re
rrs ety offsst by ret forsign cumenoy =ashonge contract losxes, MNet foresign egachange gaire for the
wear mrded Jure J0, 200 wemes 5395, 000 ard ret formign sxobange loesss for e yaar arnded o 10, 200G
ware ZRE000. The charngs in foreign excharge gaire ad loeess b a resdt of (1) e CSompary's dlieation of
formign ewcharnge contracths o bedge oreign curency sposoes beginning oy 2005 in onder to mhinmize
forsign curarcy axcFange gaire ard e froogh affecfve Bedgicg techriques ad ) e orfavorable
B w. LE Dulla currercy eschange rate changes doring fecd year 2006, The Sormpary's foreign axcharge
polcy prohibits erteri;g o speculotive froreocfors.



ey mpearee for the pear erded Jure 30, 2009 coreisted prinnaily of a kees onoan egdity rvestreent of
S0 000,

Frovision For fcome Joxes.

IPzorne b esperee was F15.F milion ard 5151 milion for e yeoars ended Joee 500 2009 ard 20053,
respec fwady, refssting on efiecive incones o rote of 5550 and 91 08, respeectivey, The dmonm o im e bo
rate b agHnbutable to e 2flect of et yeo eocogrifon of tae beredts relaied to foeign aobsdian=
cperaiing keeees durimg the prior years ard faverdble eamirg: mis i lower robe jpuisdctiors,

MmOy T2 resst if o me oF Corso§e oYe s SUDeICoTies.

TH= Cormpary coredidates ree s bsidiaries that bave a rircrity cwreship iFterest The Cormpary bas
recorded 157,000 ard FI0000, ret of ircome tax g of Jure 30, 2009 ad 2005, respectivaly, of rircnity
irterast im Cormpary's rajonty owred sobeicianies” ret irconne, Thes deone o inmnireoni by inde it ireceonne redohes
primarly o e porchose of the remmaining 108 irdeeest o Shanrelhdas sfecdve doby 1, 2006, ard Hee incrsoed
orwrrarship in MNetpoint ard S durireg fecal wear 2004,

el fcome.

TH= Ellowing \able somnrranizes = Compary's retirconne:

e S

20049 2003 Cifferernce Change 2009 2005
([} g =0 Tm gm0y

Foodyeaerdsd .............. .o L RATE RASM 2A0E 2 258 2TH

Th= iroregess in e areooet of Fet incores ard in et incore g a percerdage of Pt sakes i 209 ard
2005 ae atrbutable bo e canges inoperating prodt: and proviion for ipoome fare s diso e d abowve.,

CormpParnson of A3cd Years Bnded une 30, 2003 and 2002
el Foes,

The= follcrwing foble sorninanizes te Compars's ret sobss pesodts (et of irdereg st soles):

F=roemtoge=
G 22 Ciffarmmms Chamge
n osards)
Morb Arneicandistibotion .ol Fr sl 2,0 107,55 125%
Ind=matiord distibertion .. ...l G555 20,584 97, e ZEF0E
MetSoes . LM 541,857 99,307 17.7%
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Harh Ame lcan Bistibukion

Morh Arnerican dishibotion sakes indude sgkes to the United Sates ard Comada (2des 0 Zanoda gosoonit
for k== Ham 33 of iodal sae) forn e Compary's ernpbis, Tarmeses dishibotion carder, The oo o
Merh Arnerican distibtion sales waes diven by aninoreas=inbots = AICC ard PS5 product ard coreerged
oo oTtion product cotegoies, The AL ard POS prod uct cotegores inoreased 153 o compansd to e
prior e . The irc g in ret sakes wos rnairk) Sriven By ircrsase imvciorne in e Mords Arnenca reakets, Soles
of the cormenged commumication product categories ircregsed 24 2 compaed to e prior yeo.
iarogerent bediewes that e iporeoe= in pet oles for the corverged communicaion product cotegones
with due o anincrease inoreafiat skare . Addforal gttt of ret sakes reafbed fronn imcregsed sales to asisting
cetorneans throogh competifve product pricing ard rrakietirg effork o reach specialthy techrclogy resslbars,
Sy 1, 20035, e Charmefiloss segreerit wos coredlidated into e Madh Arnerican diskibodion ssgqrent. Al
ifarrafion presarted for fiecal gears 000G oed 00 Aoodes Chareeiidas o pot of e Mot Ancericon
distibotion a2 gr=rt. The ircreases discipeed gbowve were offset by the dacregzes in e Chanmehl o bosire s,
First, in Drecemrnber 2001, <Zhanred o reregotioted o ciedomer's contract, estended it temn and lesered the
anoirt of irvertony and ocoourd recafaable i bo e Compary. A2 oa resdt of theee chamges to e
comtract, reverus for e cefoneer beagan to be recogrzed on a ret fes basis, ratter than a grose reveroe
bosis, after Decernber 007, The smcond key focior in Charmehilod's decregesd soles wios e dowed
acoror . e e past year, somne cetornens Bave sperianeed decreoesd sdes ard bave rraniaieed
adequoteirterra capacity ard, ferefore, decregsed ther wage of Charmeblos's serdos.

In ke national Bis by lon

Th= interrotional distibotion segrent commmenced in Movermber 2007 with e ocquisition of MNedpoirt, a
wiarmitbawed distrbubor that 2xports prienaiy to Latin Aroerica . O Jaroaey 1, 200, Scandioures Ime., of e
FMerh Armerican dskhibtion s=grrent, sold its hilesdico urit 2 MNetpoint ot bock vdue, withieo gdinor kb beairg
reconded . The hifesd oo it contimues o oo o sakes of AR ard POS technologies do e hbesdoon nnarkiet

ImJaroarg 200 #e Cormpary opered a Feodgoarters aed dishiboion carter in B=lgiorn, s=rdrg al of
Brope. Imhiay 2002, e Cormmpary acgdred AEC, a Unitled Kingdonrbased distibdor tHat pirnaly szrees e
Urit=d Kingdom . Cuing the quorber =nd=d hdarch 31, 20035, the Commpary compleied ib corecidation of the
LK disrbdion camtar imbe e Balgiomn faddily. The Commpary abo czrrdesd s occoordng imforrmaion
techrology ard sdes reaagemnent in e Balgiumn beodguartens lboation. Jales for 2 ovenal imtemratiord
sgrreant ircreazed 2554 over the prior wear, The increass was prrraily dos to e acguaision of ABEC o hiay
2002 ard ireregs=d reafket seare n Boropes aed Latin Arnenioa.

el - i

The follcrwing foble sornnnanizes e Cornpareg’s groes prodt

Pt S

2003 2002  Ciffrarce Change 2003 2002
(0 Hreosard)

Morh Arneicon dstibotion ... SI00636  SE&%56  $12,480 WMaE 1108 0

Iremtiora diskibetion ... ... 10,247 24621 7426 FIME 1498 127

srombPofit oo FNLEE FLEIT A, S0 o2 115% 105




Horh Armelcan bistibulion

o proft @ a parcanioge of ret aaes for e Mot Arcerican dievbodion aegrnert ifcregeed dunirg
fecal yea 20053 @ compared to dszal yea 2002, The imcrecses wae a resdt of e reregotiation of a
Charrehdo costorner cortrost which chonged reveroes fionn O gross reweroe bosis to g pet fes bosis, as
s pend abowe, This wos partiaky offsst by sevaral large loweereangin POS sales order dnirg e sacord
guarter and adecsreass 0 e age of Chanrallilax's serdoms,

In ke national bis mbu lon

o profit, which b ypicdly greater than e Norh Arnedican dskibodon s=2gment o a percentoge of
b moreceed oower e prior year, The s geeent ofiizes Righer prodoct salicg prices when compared o e
Morh Arnencan distbuion s2grert in order o recover Righer cperating coets assodiagted with s2rving it
o shornmea,

C\ORMONG EXDerEes,
The= follzvedng foble sornrmaniz=s e Compars's openaing e

i S

20035 202 Cifference Change 2003 2002
([} g =0 Tm gm0y

Foodyeaerdsd .............. .o L LI HBAFET 1,50 19 g TR N

Creraling esperees for the year amdad Jure 30, 2000 poreased @ g resd of a Al yea of operating
e e r=laded o e intemaiord distibotion ssgrment of approsireatedy 51002 mniion, o dsorefonary profit
s$xirg corrbddion of 225 mlion, a chatable corbbddion of 0,000, ad an irmpamnent oharge on
capifaized software of F191,000. In additior, a FE80,000 reda=iicaion adudnent was made reladed to e
adopion of BTF lwaoe Mo, 0214, Accounbng by o Comtomer Jnokeaiey o Resaland for Cearfadn Somsioraion
Py o' Fons o Vanabr, The adiuedrnent recdasiied 05000 of ancmwe varndsr rairibreernent g redosion
to coet of goods sold ard 547,000 copibdized mto irvertory carrging coets, perding sales of e relaled
prodictk. Thess imcregse fo operaing sperees were porialy offsst By lower bod debt esperwe of 5 2.0

rodiom.

Creraling ssxperess for e year endad Juee 3, 2002 induded approdneately H1 2 milion of additiord
dire ot esparees geociaied wit e Boropean operatiors, which comnenced operatiors indamoary 2002, Al
irchoded wos a 512 milion kigher-thorrsspected incrmose in bod debt ssperes dos pricnarily to e provision
for the asdrnated e dlectibiity of approsirmately 51.2 milion ina srgle occoont receivable, a discratiorary
profit g conhibution = the 901K plan of 51,1 milion, an mearment darge on copitalized software of
F90,000, and FAGT, 00 0n b coreotting fees, Doring dsoal 2002, e Comnpary) abo seHed g dainn witha fomoer
ciptorner resdingin g 32 000 recowvary of oosts,

CHOErEing Mcome.

The= following foble surninanizes e Compary's cperaing inconne:

e e

2003 2002 DCiffrerc= Change 2003 2002
(In opards)

Foodyeaerd=d .............. ..o L LS FE1E10 6,714 27 it 1% GEE
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Creraling rangire, @ a parcentage of ret saes for e year arded Joee 30, 2005 were Righer o e
prior year doe o e ircreass in giose profit, patidly offsst by the iporeses 0 operating esdperees donng the
Pt we=ar.

Jorfof Cfer B pertse (Ircoime).

Criremr mmmrpes (Foorne] coreids pirnaily of irderest aspares Fters ot imoorne ard ol mepearees (i),
Irdzr=st =xpearee for e gmars erdad boee 30, 2003 and 2002w 721 millon ard 32 5 milion, respectieely,
redecting irderest paid on borroswings on e Cormnparg's lice of oredit arnd long-termn debt Inde et speree for
e i s [ovecmr Jue fo e declire in inberest rote s covsr e post gaar, The re doction do resobad fromn [ooeer
average borowings on e Cormpary's limee of oredit ard lomg-ternn debt during e past gear, Inderest icconne
for the weors ended Juee 3, 2005 and 202 war 5.2 millon and 515 milion, espectively, principaly
repre s=ritig mtere st oolles e d friomn coedonn e,

ey maparee for e gmar erded Jure 30, 2005 weas FHBOL000. The Compary realized a met oreign
emocharge lom of FASEI0 corgisting of forsign curency tareoctiond ard fuctiond  oamersy e
rroscrerrets and 512,000 workh of ret forsign curneroy swmchorge contnioct koo, The duchoation §orn prior
wear wis atrbutable primmaily to e Cormpary s groveth in operafors in e Baropean rakiat, The Baoropean
loee con be abrbuted o e strergthening of the Bas, @ mary of o custonner receivables in Brope o=
derorninated in British Pourds, Thess recsi wbdes wsns frorefered to e Cornpars's Buno funcdonal Bslgiomn
foaciity im Apal 2003, The Compary began uhildng forsign exchangs confocts o bedge the= Brifsh Fourd
s e begirrirg oy 20005, 1t contirues to b e Corpary's goal to minnnze foreign curency eschange
gaire and e teoogh affective bedging technigoes, The Cormpoary's foreign scchonge policy  priobibits
artairg irto speculative fareactors. Anadditioral loee ofH5135345000 on an egaty mvestroent was dso irduded
i e g

s imoonnes for the pear erded o 50, 2002 g F159,000, which indude g ourrerey areocion gan
from repatiating an odvancs mode o the Comrnpary's Buoropesan aobeidiang of 52092,000 ard an ofeeting
F10E,000 ke o an eguty investroent.

Frovision For fcoeme Joxes,

IFzorne toae ssperee w5151 million ard 5113 million for e geos aqded Joee 30, 20035 ard 2002,
rexpecivaly, reflzcing an efiective income tax rate of 9108 ard 37048, repectively, The moreoss 0 the tax
rate is gHribotoble to e afimct of contineed norrecoqrition of cerain o berefits redoted o e Eropean’s
urits' opearating loeses during e yeo . In oddifon, 0 daod 2002, e Compary fled daine for varioe date
ircerive o credits ansng inthe prior gears ard for otter fox deductiors.

MMITIONTy FIferesst if o0 e oF Corso N oYed! SUDEICioTies.

The Compary coredlidates for s beidiai= at bawe a mirority cwrersbip indersst, The Sompary o
reconded R0 000 ard 555 000, ax of Jor= 30, 20056 ard 202 reepectiesdy, of rrimorihy irberest in Cornparyg’s
rgofity cwred sbsdiaie’ ret ipconre. The increass in e ricoity nterest poonne relates to e ircreoed
profitablity of Charmehlo: ard MNetpoint doring feoal yeor 2005,



Exfrooncimcn: Soin.

Coximg = pmar 2nded Jure 50, 2002, e Sompany firalized its accounticg for e hiloyg 2001 acguistion of
Firacor, o bisires corverged commmunication product distibotor, The Commpary collectesd 51.5 milion in
mwcms s of e purchaed occourts recaivable fanit had prevoosly ssdireated 4o be collecible, fsa et e
fair vadus ofthe aeed ocgured i e ocgubsition exceeded e purchase prics by 515 mrilion. Inaccordarc=
with 3F A5 Mo, 191, this amount wos recogrized as an sdcdroordindry gain, pet of 5505 000 in foxes, donng the
wear mrded . e 5, 2002

el fcome.

The= following foble sornnanizes e Cormpary's et ircome:

e

2003 2002 Cifferamze  Chamge 2003 202
iIm oo earedsy
Feocdyz=aerd=d ............. W25 Feedr R 15 25 2% 2.9%

Th= ircreas= in e arccunt of retircone ard dadire ineet rcoree ar a percartoge of ret sakesin 200G
o= atrbuable to e change in cperating profits, recogrition of e axdraordirary gainin dizcal pear 2002 ard

He= prowvision for reonne toses dias_peesd gbcoes,

auately kedllts

The= followirg able 2=t forh cariain urosdited qguorterly firarcial data. The inforrrafion b been desived
frorm unoodited inanciad stobernents ot in e opinion of rmarogerent, reflect gl adjostroesrts (oorsisting only
of romnd recurnirg odpstrnend) reczsary for a far presemtation of soch quorterly irfemration. The operatifg
rea s for arn quarer are ret ecesaily rdicafve of the readts tobe spectad o oy frhare pericd .

Thr == hilorde Erded

Fizzd 2004 Fiszal 200

e 30 hdar. 31 Dec. 31 Zept. 30 Juee 30 bla.31 Dec 31 Sept 30
2004 2009 2003 200G 2007 A0 200 2002

(In oo, except per e arcunts)

Metsgbs ...l $333 076 RIS ORRSE MGG RFRFAAM RS 0X RIFIEZ FES0117 RS0, A0
Coetofgoodsacld L.l Ll 296 014 280805 255083 M543 XESEF 20e0ee XE20F 239
Gromproft L ez 329 0 E0E9 HEES Bgrs 249100 3 1%
Matircome= ... 2014 &, 22 G5 T & 080 G212 9,24% S5 5,991

Wimighle d-overage shorea
oubtanding base ... 125461 12, 50 12,506 122485 12,273 12,171 11,247 11, 555

‘Weaighle d-avarage d4area

dbdon .o 12997 1505 122 12681 12, 425 12,500 1256495 12,903

[ N =t g N = = =10 L= B
e basic L Y 0T 5 085 % 053 % 0505 051 % 03T F 04 5 051

M=t ircormes pe=r cornrmon
deae azoming dbbion ... % O8R5 043 F 052 % 045 5 04 5 056 F 04 5 045
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Crilcd Az counfing Policesand Bsimakes

arogerent's daciesion ard aabyss of ik fimancial condition ard resutts of operaiors ore bosed L pon
Hee Cornpary's coredlidate d irancial saternerds, which Bove Beean prepared incondermnihy with acsoonting
prirciple gereraly occepted in the United States of Anneica. The preparation of frarcial staternerds raquires
rnarageme=rt o rake esxinates and axornptors ot affect e reporbed annconts of aeets and liokilities ard
dizzlzer= of cortingert axets ard kabilies ot = date of e feancial stabereerds aed e raporbed arsconits
of reverues ard ssperees duoing e repoti;g periced. Omoan ongeing basis rmaragernent evaludgbes it
mtirnades, incuding thoee related to e allowiarnc e for Lhoclectible gocoonits receivable, mverdon) resesrees to
reducs irvertories o e lowesr of oot or rradiat, vardor ircenfves, goodwil ad Fbangible aeets, deterred
tae=s amd contrgercies. hlomagenert bases it adrates on Fistorical espererce ard on vaiows ofter
e rnetiors that raraogerent belisves o be peosorable ooder e cincomnstaonoss, e resd s of which formna
bEasis for rmakimg podornerds aboot e carnging walle of aeeests aed lickilii=s oot o= eot readily gealable friomn
ofter sorces. Achol resdts gy differ materialy fomn these 2sinmates order different oeonpliors or
conditiors, bowewer, ranogement belimves that its esdirnotes, inododing thoes for the above-dessibed immns
e regssrable and teat e achoal resdds will Fot varg sgrificanthy friomn e asdirnoted oo For frder
diszpsion ofour sgrifcat acoourting policies, refer o Mote 2 of Motes o CorecldaledFirarncid Saternerts.

IR (oo

Revar e i recogrzed ornos for oriteria ae reet (1) e Commpary ot bave persoasve avidernos at
o arangenrent et (27 delivery nst oo, which bappere ot e point of shiprent (b ind o des e
trareter of both file ad risk of loes, provdded Hat me sgrificant cbligatiors rermain); (3 e price st be fieed
ard detamnirable; ard () collecibility rvst b receorably asored. A prosison for estirraied loees onrehome
jaracorded ot e firne of ok baxed on bizvon ool s ensree,

Them Caornpeary b e com raye e cpe oo Thed with configurationard raorkeding which is recogrized wiben
wioik b connplete, ard dl obligoiore ae sbdanhaly ret. Reveroe fromn dliple 2l2rert amargernents is
dlczaled ot oo slerents bosed on the ralative @i vaoe of e demnents, ard sochi reseroe ogde i
coreidened  seporgte oooountirg unit with eecogrition of everoes bossed onthe citeia et for fe irdividod
alarnert of = rodiples deliverables, The Corparsy b arangereents in which it =ame g service fes
deiemiined as a parcerdage of e vale of predied ipped on babalf of e rraruooc e, who retaire e
s of coredit ko . 0 e 2veant of tamninaion of the arargersends, e Cornpary b e right to retom certain
irvertory o the rearoiocirer, Such sardos fees aared by the Compary are imcloded inret saes and were
| Hvam 1% of ezt sales for mach of the three peaeerded Jore 30, 2004,

Akt enme o A e o [yl e

Th= Cornparty martare an diecwarce for uroolectible accounts recaivable for esfinnated lowes resdticg
fromn cistornens” falores o rake pognents on oocoune eceivable dos o e Cormpary. iarogenent
defemnires e adireate of e dioworce for urecllactble oocoonk recsivable corsidening 9 morcber of
factors, mclodng: (1) Hidorcd apeiancs, (2 oging of the accourts receivable ard (3 speciic irforrraion
obiaired by = Compary ontbe frarcial cordifon and e corrent oo dit wiorthiree of ity coshonnera, [f e



frarcial cordition of e Compary 's o domers were fo detenonate ard reducs e abiliby of e Commparey's
cshornens to rnokie poyrnenits on i accoonts, e Corpary ray be regquired toircreass its aloearnce= by
recondimg additioral bod dabt merees Likewise, s$od e frarcial condifion of e Compars's cosdorners
improve ard resut i pawerts or s ilerents of previoeky reserved armcurts, e Cormpary may be regaired
ta peoord a redoction in baod debt saperee to rewe e e recorded diowarce, booddition e Connpary
raarhaire an dlowarss for oreds b ed bo cosdomers to be wsed ogairet fohore ponchg s,

Snventory (Resarves

aragerent dekmires e irventony reeryes regqured to redocs mverfories 2 e lower of oot or
ket bossd prircipdly on e s ffects of tecbologicd changes, guortifies of goods on bard, ard otter
foctors, Arnesdrrat i rade of e rnakiet valos, b oot o disposs, ofproducts wheees vaue i deteraired 1o
b= impaired. If e prodocts ore Jllineaiely sold ot k== an edinated armcunts, odditioral reserves oy be
repined . Limwiee, if e prod oo are sold o0 rmore an e sstinnobesd arnooris, pe ey ooy e pedoced.

Vs Coremelmrention

Th= Compary recsives poentive fronn verdors related to coopergtive odverfsng diowarnos, volamne
r=botes ord otbesr imoeerd e ogrees roeets, These mosrtives ore gerenaly und e guaredy, semni-annod or anood
agre=rrarts with e werdon, Some of hese rearlives are regodiated cnanod Foc basis bo spport speaciic
prograns mdhadly devsloped batwesn the Cormpary ard e verdor, Yerndors gererdly reguine that we o
e cooperative odwerisng alowaoross socleively for odvertsing o oler roketing progroms, Thess
resficied cooperative odwerising dlowarc=s are recogrized @ a reduction of cpeatrg aperees o e
related rarketing s rees are irourred  EMF los Mo, 02148, A csounfineg by o Cosionoes ool wofey o (Rl
for Carfogn Corsinlerefion Peesmived’ ronn o Wenahs® reguires recdomiicogtion of a podion of cerhan furds
recmivwed Forn wardors Forn operatirg exp arees to groe profit.

Th= Cornpary records urresticted, volurme rebates reacsived @ a reduction of fverdory ard recogrizes
= imoeentives ax a educton of coet of products sold when e relabed mverdong is 50l Ao onts received or
recaivable forn vwerdors Hat ae Aot et 2ared o defared in e corecidaied Balanos deeet, Imaddition,
e Commpary may recsive ealy poynert discounts fomn cerdain werdors, The Compary records sarly
Fayment diecounts received gsa redusfion of irverdory ard recogrizes tte discount o g reduction of oot of
prodictd w0 wihen e ralated Fvartony Bosold. This promooncernent requres pnaeagennent o rmakie cerkain
atirries of the anourts of verdor ircerdees fat wil be recsived. Achod recogrifon of e verdor
coreide=rafon rmay wary from maragennent e drates bosed on octod e ts, For foriter detaiby, ses MNode 2 of
Fotes to CoredidaiedFimancid Staternands .

Sooeteelll e intemerinle damefe

The caryng vale of goodwil is reviewsd anmodly or irnparment. Soodwill may dso b reviewsd noore
fraqerdy if curert averds ard croonetares indoate aposibla iripamaert. Anirrpaimaert boes iz charged to
mvpe e 0 e period iderdified. As reguieed by FAS Mo, 192 e Compary perforresd an annod et of
goodhwil o detemnires if there wios innpaimeent. TH2 testing incboded the determniration of soch reporti;g unit's
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fair wahue wing market mutiples ad discounded coh flows o dairg . These tests reaguire raragement to e
etiraies and aeeurnptiors that rnay vary frionn achoal resodds,

Th= Cornpary revews e camryng vadoe of is ntangble ased withdinite lives, whichircudes cosoroers lists
ad morrsonnpete ogreererts, o cornent everts and orcunretaness warant determnination of wheter ere
ae ary irmpamnent o, | ipdicatons ofirmpadmnert e present in ntaoegible aees s e d in operadiors ard
fuhre ch dows are rot expecied to be afficient to recover = aeed ' caning annount anirmpamnent loesis
changed to experee 0 e peniod idertifed.

Im fizzd pear 2009, 2 Cormpary recogrized anirpamnent change of F1752,000 inopeating experees for
ez inpaimnent of urarnotized goodwil relating to e restrociaing of e Chanradhidas: repotirg == greent nte
= Morb Arnesican distibotion ssgrmenit.

Loormsy- L e Amme e

Froperty ard =quipnnent are recorded ot oot Depreciation i cormpubed wing the staghtire reeted
over exfrrated il lives of 2 4o 5 years for famibore and sgdprnent, 3 to 5 oyears for commpder software, 90
weara for the building ard 15 years for bulding improvernents, Leosstold nnprovenoents ae armorfized oer e
sorier of the legss f=mn o e etirnated il life. hainterarce, repaie aed miror rerewds ae charged to
e e O zurred  Addifore, rrajor rerevals ard bethernrenits o property ard egudprnent are capifaized,

For lomgrlived amek ofter than goodedl, if e s of e espected cash flowss, undiscourted ard witeot
irterest, b k= tan = camying aneunt of e et anirmeaimeent b i recogrzed o e armount by wbich
o= camyirg armourt of fres e b e esmeschs s fair waloe,

Th= Cornparsy revews it brgived aeeb for irmpament whersesr everbs o crcoretasess indcale at
= carying amoont of o axest roy mot be recowerable of oy b impaired. 0o fscal year 2004, 2005 ard
AW = Cornpary ressgred a charge of approsinabaly FER2000, 519,000 ard FA000, rapecteady, o
operairg aperses for e irpament of cartain copitdized sothears. This softecare was ro longer forctiord
Exgsmd om crrert operatioral reeds,

Dhaifmir m Toprms

Th= Cormnpary resords waloation dlewarses bo redoce its dafared toe gxets o = areor-t aapecied 1o
be redieed. In amessng the adeguocy of recorded valoaion diewaress, e Compary corgiders a vanety of
factors imcuding, e soheduled reversal of detrad fox liabilities, ithre foxadble moorre, ard prodent ard
fazible ta: plammirg strabegies . b e avant e Cornpary daterrnires owoold be ablbe toose g defared o
et in e frhre n o ewome of it et carying vdus, an adjeetnent to the defered tax ot woddd reduce=
ircone b sspee e, fereby iporesing fet incomne 0 e peiod soch dedemnineagtion wos rode. Likswise,
shodd e Cornpary detamniees fat it was onable e e all orpart of the ret defered o ceatin e s, o
adjieinert to = deferred fox axet wodd b2 charged o imcome tax esperes, ereby raducing retirconne
i = period soch deterriration was rnode .



Comfrmnanacias

The= Cornpary aconies for corfimgart cbigatiors, imrd ding =drmated l=gal ooets, whenitis probable ot
a liabdity is ircurred ard te= arcurt is reaxorably estmable. A fook corcaming corfimgercies beconne
kromwmy, managennent e ceeesses ity poeition ard nakes appropriate adostroents o e inoncid stadernents,
Edirraies ot aa paicdady sereidive o forhre clanges imclude o, legal and otter reg labory rnatbers, which
ae sbjct B charge g evenkd swohee and ax odditioral Afomnation becomnes avadlable duirg e
adnniri s ative arnd liigaion procese.

The= Cormpary ressived an oeessneert for O soles ard e o motter for e bree calendor yeors erded
20071, Bazed on ths axexonmernt, e Corpary bas detemniced a probable range for e dispoeition of that
et ard  for sbesguert peicds trough hlarch 2004, Atboogh e Conpary ix dixpating the
et it bos aconoed 514 milion duairg the yeor ended Joee 500 2009, Atboogh bere can b mo
asraroe of e irrate codcorne ot this iree, the Compary mterds o vgoroosly deferd its poaition.

Liquidi by and Copihdl Resounces

The= Cormnpary's prmany sounces of liguadiby are cash flow friom operaiore, borowings under the revalving
oredit Bcdily, and, to g ke ssbert, borowings order e aobsidiory's lioe of oredit, ard procseds fiorn e
mway iy m of vhock ophiors.

Th= Cornpary's cash balanes totaled 510 milion atdure 30, 2009 cormpared 2 7246 milion ot Juee 30,
G, Donnestic coeh is gererdly swept on g nighitly basis fo pay doown e e of credit, The Cormpary’s
wioikimg copital Fereseed forn 51169 rrilion atdoee 30, 20035 42 51551 rodion ot Joee 50, 2004, The incragse in
wioking capifal resdted pirnaily forn a 5365 milion ircrease in accounts recsivable, a 530054 millon ircregse
inirverbory, arnd a 5151 milion decreaee in working copital on the Cormpary's June 310, 2003 balanos sbeet
rex firg forn e recasificoion frorn kergeemn to corrant for e Cornpary's princany credit liee im 003 (e
Mote 9 of Mot to Sorecidated Firancia Statemerds), offs=t by a 5157 millon moreass in occourts payable=.
The= bdiaroe sheet redoeiicaion bod o mpact on the Compary's previccsly reporkesd metinconne, fguadiby
of debit oo erarits,

The= ircreaee in e amnount of occourd receivable i» atibtabl= to an iporeass in sdes duirg e year.
The rearnbeer of daye sales cubtarding (D900 N 2rding frade receivabbes reraired coneaable gt Jdore 50,
A8 ard 200G, at 47 ard 95 days, respectively, The incmmoss in irertory wos gthibotoble o opporhorisic
prchases at the and of the pear. Ireertony homeoesr irproved to 55 dnnesin feca 2009 fomn 5.9 imein faod
200G, The irzreazein oocourks poyable i gthibotable o e purchose ofirentory duirg e past wear.,

Ciph weed in operating octivites wos 516 4 milion for e gear ended Joee 50, 200E companed o coeh
prowided by opargtirg aocfivities of 5515 milion for e yeo anded Juee 30, 2005, The decreoges o cosh
provided by oparaing actviizs wor primaiy athibubable o e darges in curent ek ard liakility
ocoo ity diso peed in e abowee wioking capitd anabsss.
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Cashoweed i irvesting activities for e year anded June 50, 2009 was 550 milion, Copitd expendihores for
te= year totaled 2.5 milion arnd corgisted of softwore porchosss, drnboes, squipment, and bdlding
imprevearserks, In addition, 590,000 of ook was weed to pureFose addiioral coerersbip irberast B oo of e
cornpary' s rmaoi by cwred sbsidiaies (Charredhias aed Metpoinf.

Ciophed i irwesting activite s for e gear anded dore 30, 20005 was 5 mhilion. The rain o wos oopital
avperdires of F.5 milion for the y=ar. The copitd eperdibres readed from purchases of sothesar = as wall as
furpihore ad =gdaprnent. Inoaddifor, F2561,000 of cmbowas weed o porehaes addificorda cwrersHp rbersstin
ore of e cornparsy s rajoribye craresd sobeid orie s (Tetpoint).

Th= Compary Fad a revoleing oredit fociihy withits bark grooe atJure 530, 2004 wit a borowing lirit of
ez lemeemr of (17 3350 millon or 0i) tre aon of 358 of eighble gocounts recsivable ploe e leoeer of (o) S0H of
aligble irartory o (B) A0 milion. The Bddity bore inderasdt ot e 30-day LIBCR rate of inderest plos g rate
wargimg Forn 100% to 2.50% fed to te Compary's finded d=bt to EBTES ratic rarging frorn 25001 1o 425:1
ad a feed change covweroge iatio of rot lese tan 2,750 . The e fiective irdenest robe ot dome 50, 2009 wos 2 15%
ad e ctstanding Balamo= wae 553246 milion on a cdodated borowing bass of 550 milion, lagving 3474
rodion avdlable for oddiforal borowings. The s ffective irberest rate ot Joee 30, 2005 was 2578 and the=
otstonding baanos wias 515.1 milion on g cdodated borowing boss of 550 milion, l=aving 551.9 milion
avalable for addiforal Borrowirgs. The ravalirg or=dit focihy wos coladerdiz=d by acconts recafeable ard
aligbl= irrvartony . The credit agreerent cortared wanow restictive coverants, incdirg arrorng oter thimgs,
raimirmar ret werd regqureree b, capilal &perdiire licdi s, masdreorn onded debt o EBEMCA ratic ard a fieed
charge covarage ratic. The Cornpary) wos i cormpliares with ity covararts atoees 5, 2009,

Metpoint, doing bosines s os Soandioores Latin Arneica, bad an axetbosed lire of oredit ogre sneent wit a
Eark atdure 30, 20049 ot was dos on dernaed . The Borrcwirg linni om e lire o s leser of 250,000 or Hee
san of B of domesdc occount recsivable ard 508 of foreign accourts recaivable, phe 108 of 2igble
irvertory (up to F250,0000. As of the Aogoet 50, 2003 reqewal date, = aciity bors imderest ot 4= bark's prinne=
rate raire ore Eeencart, which wos 3 00E ot doee 3, 209, Frior fo e rarewal, e facdidy bors irderast ot e
bark's prrne= rate ploe ore percant, which wos S0 ot doee 50, 200G Al of MMatpoird's cees b collaberalzed e
lirez of credit, Thee Commpary bad guorarie=d 55 of the balare= on e ire, whis the remnaini;g 3258 of the
balares wox guaartesd by MNetpoirt's mimorihy sarebcldar, At o 3, 2009 ard 2005 Heers wears mo
cutstanding bomowings on b limem of oredit, Fowewer, oubtanding stardby l=Her of oredit totd=d 5490, 000
leayimg SRl 00 availabl for additiord bomoowirgs.

Th= Cornpary ertered irde rew credit fociities duaing the frot goarier of fscal yea 2005 (2ze Mot 15 1o
Motbes of Coreclid abed Firarcia Staterme b,

Coaph provided by fimarcing acivities for e geareardad Joee 30 209 dodaled 517 2 mhilion, induding coeh
provided by bomowings undar the Commpary's oredt focilihy, Soh wed 0 frarcing octivities for e gear
e Joee= 30, 200G todaled 555 0 mhilion, indoding cosh repaid under e Compars's oredit Bciidy .



Fircpd mabaities of brgemn d=bt ad amrmourts e urder mininonn capilal ad operaing lease
Py erita ot oee S0, 2009 ane o fiolloows:

Pagrrarits Do by Paricd

Tl Lew +arm 1 Yaar 1-5 Yeors 35 Yaars
Lorgtamrn dabt cblgafors ... ... 5N EE1,000 FORLF000 FREHO00 5 —
Copita lease cHligatiore ... 57,000 57,000 — —
Creragting leas= cbigafore .. ... L 2, 26,000 F=5,000 SF000 570,000
Prchass cbigatiors ... ..o 515,000 515,000 — —
e lomgtemn obligatiore L — — — —
Todal cbligabiore ... .o S0, 29 000 F2 12 a0 SAEEF 000 & 70,000

At dure 30, 2005, e Compary owred a 258 egaty irderest inoa limited liakility cormpary for whichit bad
guanarbesd debt up o 5995,000. At o= F0, 2004, e Commpary bod sotefied all cbigotiors elobed to e
d=bdt.

Th= Compary anticpates copitd esperdbre of 3HB15 00 0 the At bdf of fecal gear 2005 for e
reploc=rent of e corporate oficetidding oof ad e pochose of fironcid softheare for Buope.,
Corfractad cbligatiore & porchase softwar e arourted o approdannately 515,000 ot doee 30, 2005

Th= Cornpary balizves that it ko sfficient liquidiby bo reeetits forec asted cash reguire roerts for ot least e
re=act yer,

B0z koo

Th= Cornparyy do=srot coreider bodklogs tobe malerial toits bosiree, Meady al ordares ae dlled within 29
Froars of rec=ipt

Accouningsndars kecen iy Esued

Im Mowarnbar 2002, e Firancid Accoornding Sardards Board (CFASE ™) isoed FATE mterpradation CFRT
Mo, 95, Guoremiors A e oo foey oot Dkl osones Recpoine et for Goeamon e, el ool Frofrmet Semem e of
fnaebteches of Cfhes (o plteroeefaticn of FASE.Statenents of Froe cked A ceoontfeg Shanatorak Mo, 5 55 o
W27 e rancismgoen of FASE Infemmeatation Mo, €0 FIR Re 95 daides e requirernerds of SFAT Mo, 5, Aosoontine
for Conbfirerancies ralating to a guarartor's accounding for, and disdosre of the imoanos of cerfain e of
guarartess, The intid recogrition ard intid meossorereert provisiors of FIM M. 95 e applicable o
guarartess jaoed o reodiied after Decersber 51, 200 ard e disdosrs raguireamend are goplicabl to
frarcial staterneards for pedods marding after Decerrber 15, 2002, The adoption of FI Mo, 6B Fad qo sfiecton
= Cornpaary's firarncia postion of reudts of cperafore.

Im Cvmmmpnber 2002 fo= FASE izo=d SRR Mol 1495, Aosooumfing for Sfocbifeses' Conpereation - Trersbfion
o Discdomore, This staternent anerds e fareifon requrersents of FASMNo. 1.5, Accounling forShool-Baone
Cronyoeremaltion, to provide altermative, vwobontary e tods of faretion 2 the far valoe rettod of occoonting
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for stockbased ermployes cormpearedation. It abs anerds the dsdoure provisiors of FAS M. 125 0 regae
disdcar=in = aorrnary of Agrifoont oooounting polices of e efiech of anentite s acoounti;og policy with
rexmect o sbock-bosed arnploge s sonperedtion o raported ret iccorne ard &orriege peroskare inoaeroa
ad rterirn draecid stoberreerds, The disclosres procdson s reguired o dl commpare=s with sleckboe=d
employems cormperedtion, regordes of whether e Comparsy diizes e o vadoe methsd of occounting
dasorbed in FAS Mo, 125 ar e indireic valos riebod descdibed in AFE Opirion Mo, 25, A esountine for Shoek
Eroe o Ernploy ees, The arnendments fo the raredion avd arnmaol disclosre prossiors of FA3 Mo, 1255 were
efmcive for the Compary's faod year ended Joee 50, 2005, The Company contiroes o acooont for stock-
based armploges cormpersation under e mlireic vadoe raethed descibed By APE Cpinion Mo, 250 The
adopion ofFAS Mo, 195 bad e affect on = Compary's frarcial position orresd®s of operatiore.

Im by A02, = FASE's BTF ixvoed bae Mo, 02-146. TH2 iz oddreseses the oppropriate accoonting,
by a distibitor, for cos corsideration received form g vendar arnd becare sffective o the Cormpary on
Jaraary 1, 200, The adoption of BTF Mo, 0214 regares that oosh corsiderafion raceived fomn a wardor Aoud
b= re=corded o g dirsct reducion o oocet of goods sold, unless cethain oriteria ore et If e s oriberia o rnet,
tHam e oash corgidaration shoud B g reduction of the oparatirg asperes for which it i baieg reircborsed .
The guidarc= b applicable o dl of e Compary's verdor arangerrents erbered ifbo affer Cecarnber 31,
2002,

ImJaruary 207, e FASE isoed Irtemratation Mo, 36 AR 967, Sormalobfion of VYemoble fnferant Crofiias,
FIMN 45 danfes = appicaion of Aocourtirg Research Buletin M. 51, Conmolistaten Framesiad Statercands o
ceriain ertties inowhHoh equity imvesios do not bove e charocteristics of o conkoling inancid intersst or do
reot Ferem sfficiant &gty ot A for e antihy to frarce iy oz ivities witoot addidomal sbordimaied iramcia
spport ¥orn ofter parties FIN 45 apples morediataly to wariable imtere st ardibies YIRS oreated atter Jamoarey
31, 2005, ard to VIE in which an enterpise obtaire an inder=st ather at date . In Cecarnber 20035, 4= FASE
piblised a revison b FIN 95 4o danfy sonee of the proviiors ard to ssernpt cerbain andities frorn e
reguirernent . Urder e rew gaidarcos, special effective date provisiore apply to ernberprises ot bavee fUly or
partiaky applied FIMN 96 prior to izoonce of e redeed intberpretation Cdherwiss, opplication of Intepnetaion
iR CFIR 38R is raguired in inancia siotereents of poblic artities bat bave tereasts inosh oo at o=
cormmorky refared o o specid-puposs anffies (C3FEST) for perods ending after Decamnmber 15, 200G,
Applicaion by public antifes, otber than sindl Bosiress isoes, for al otber bypeas of YE» obe=r an B s
regred in fimancial statarnarts B peariods andi;g afler hiarck 15, 2009, The Compary b cornplated it
evaugtion of al polertid WME: ralaticrebips &dsing prior to Fabooary 1, 200G, The Compary did ret cregte or
obdain ary irderest in o variable ifderet 2ntiby ding e peicod Febroany 1, 205 theoogh Joee 50, 2004,
Hovwm ey, charges in e Connpary’s Beiress el aticorebies with woricos antities ooodd oo whichinay irmpoct
it irancid stabernents under e reguirernents of FIR 457 The Cormpary bas corcduded ot e radaticrstiss
do ot mest e regureneenk order e provision ard e refors, e s mo 2 ffect of e reladorebips ontee
Cornpary's coredidated irancid posiion or res s of operatiore.

Im Apel 20035, = FASE izo=d FFAS Mo, 192, Annenchoent of Stodencent 133 on Dedvatfive o feonmesnbs o
Rechipey Acfivifies, SFAS Mo, 199 anends ard daifes frarcal accoonting od reporing for derivotive



ireturrearts, mebodng certan defwative retomnend ambeddad inoofter cortracts, FAS Mo, 1979 i affectiwe for
confacts erdered into or rodifed afher o= 50, 2005 and for bedging relahiorehies desigoated ofier Jome 50,
205 The adeopdan of A5 Mo, 199 Fad Ao affact on e Cornpary's irancial posiion or res s ofoperagtiore.

Imbukay 2003, e FASE beued SFAS Mo, 150, Aosoounfing for Gentain FRamckad fnstr onnents with Choraeterilies
of both liobdifes are! Eopdty. FAS Mo, 150 requires Hat certdin frarcial irebrornents, which under presvios
gdares wene oocounied B g mguihy, ret noswe b accounted for o liabiities . The frarcial iretorsents
affected irdide rnandabodly rede=rrable stock, cerbdin irancid iretureents tat regure o rmay regaire e
iz o bry bock sorne of its sbares in ewnchange for cosh o otber g2eets ond certain obligatiors tatcanbe
satia d with sharas of stocd, FAS Mo, 150 & afimcdwe for all iramcial ireoreents arterad imbo or rnodified ofier
hwtay 31, 20035 ard ret be applied to the Compary s esiing irarcial ireboreents effecties ok 1, 2006, e
b= girrimg of the= first fecd period afber Jure 15, 200G, The Sompary adopied FAS Mo 150 ondoy 1, 200G, The
odopdon ofthi stoterertbad no afiect onbe Commpary's fnarcial position o resods of cperatiore.

rpochof nlakion

The Cornpary b ot besn adversedy affectsd by irdation o technological odvare=s and competiion
within pesidhy fechrclagy rorkets ko gerendly coped prices of e prodies sold By e Cormpary to
decire=. harogernent balieves that ary priee inoregs=s coudd be pared on to s oetonnern, @ pricos
changed by e Cornpaarsy are mot a2t by lomgetemn contnacts,
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SLIANTITATVE AND QUALITATNVE DISCLOSURES ABOUT MARKET RISKS

The Compary's principal ssposre o changes i fironciad rmaket corditiors in the rommal courss of it
b piremss by res it of it ssdecdies pe of Bark dabtard fareacing Bisires inoforeign cormencies inoormection
with it foraign operafore. The Conpary bas chosen o presert iz infomnation below ina serdtieity andyeis
fomnat.

The Compary b epoesd o chamges inintenrsst rotes pricnarily as g reat of s bomowing acivhes, which
irchode= ravolimng credit Acdifes with a grooe of Barks wed o raindain igddby aed fed e Cornparyg’s
bepirems ocperatiors. The rotre ard amnmourt of e Corpary's debt reay vary @ a resdt of fohore bosiree
recpirerneand, maketocondifiors and other focdon. The dedrifve schent of e Cornparys irherest iote s is mot
quardfable o predcotable Becoips of the vandblily of e ifdersd rabes ard Boeiees diraecing
reguirernent, bt e Cormpary doss ret balimve soch sl s reatedd A Fypotbefical 100 basis point ircrease or
deoreaee inirthenest robes on borowings on e Cormpary s revclving liee of credit waioble rale lorg temn debd
ad sbsidiang ire of credt for e gean anded Joee 3, 2009 ard 2005 woddd bove rested inoan
approsnnataly 15,000 ard FA0,000 decregs= or inoreass, respectivaly, in pre-tae meonee. The Commparsy
does ot corerdy e dedvadve irekunents o oke ober actiors 0 adioet e Compory’s imhere st rode sk
profle,

Th= Cormpary is exposed to foreign curency i trat aise fom ik forsign cperabiore inCarada, hilesiceo
ad Euope, Theees sk ircbode the darelation of lozal curersy bodarces of forsign sabsidianes, inter-compary
loare with foreign sabeidiaies ard frareoctiors deromiratesd in rorefunctioral cumsncies, Forsign sschonge
n# & raraged by wing foreign ourency forward ard option conract: 0 bedge thess epoares, The
Comnpary's Boord of Dirsz o ba gpproved g forsign esacbange Fedging poiicy to minmze foreign oamercy
mipoa e, The Cormmpary's polcy is to uilze fnoncid retomnents o redocs dss whers nterral reting coooot
b afimcfivaby amnployed ard rot to arter inke foreign currercy denvaive irer unents for specdaive or rading
prpoees, The Commpary meonibons il ik geocigted with e volagllite of carbain foreign curencie= ogaret it
fumctiond currercies and arbers into forsign sacharge derieglive contrack o minimze sbof-terrn cumercy
s on oash flows, The Commpary cortimadly evdugtes foreign excbarge rek and ey arter inde foreign
ewcharge trareoctiore it acoordares with it policy . Foreign curerey gaire ad loees ae ndudad in otter

e e (e ).

The= Compary b slected ot to desigrode its forsign correnoy confocts o bedging iretnonesnd, ard
terafore, = iretunments ae rarked to market with carges in teeir waboss recorded in e Coreclidaied
Irzorne Shaternent =och pericd. The urdedyirg = ocsres ge deromirated prinaiy in Bifizh Pournds, Baos,
ad Canadian Dollars, A doee 50, 2004, e Cormpoary bod ore corrernsy foneard cortiact outstanding witha
re=t liabilty under this cordract of 521,000,

Th= Cormpary do=s mot ullize irandial irerunend for oding o ober speculaive purposes, ror does it
ufilee kvemged fnancial ireturerts, On e bosis of the or vaue of e Compang’s orkist sersitee
iretrurnards ot dures 3, 2009, e Cornpary does Aot corsider e poderlia rea-temn koo in fohues 2amiegs,
far wales ad coh fows fom reasorably poeible peardemn darges in inderss t rates aed excharge rates o
b= raterial.



REFORT OF INDEFEMNDENT REGISTERED PLUBLIC ACCOUNTING FRM

ookl ders ard BEoard of Drectors
SoanSoures re.

‘W Fave oudited the ooccorearying coredlidated badaros seets of Soondowros, IRz, and subsidianes as
of Jure 30, 2004 ard 20035, ard the radated coreclidated stabarnents of imcome, seareboldan’ aguity, ard coh
flowes for moch of e two o B e peicd ended Jore 50, 200, Thess drancid siokererts o= e
rexporeibility of e Compary's rmarogenent, Our resporeibiiby is o edpres on opinion on theee inarncd
stabarn ards bosed omoor oodits.

We conducted oo adits inoccordarnos with e stardards of the Public Compary Aocounting Cwersight
Boord (United Sotes). Thoee slardards requre that we plan ard pedomn the oodit to obtain recscrable
e ranoe obout whetter e inoncid stoteree=rds are fres of obeid mistoternent. A0 it incodes
exarniring on a tet bass, evdercs spporting e armounts ard disdesres 0 e iranciad staternents, AR
oudit dso irchades e ang the occouning pricciples wed ard sgriicont estirngtes rade by rrarogennent,
o wed o mvaloging e ovenal droncid stoternent presesntafon. We befeye that o oodits provide o

recporable basis for oo opimion.

Im o opinion e droncid solenents refared o dbowe prese=nt farky, in al reodeial repech, e
coreoidated inancid poeition of ScanSowres, IRe. ard sbsidaies ot e 30, 200 agnd 2003 and e
corecidated resdts of their oparatiors ard Hheir cash 1ows for @ach of e tee p=ae i e pericd ended Jure
0, 2004, incorformity with Uniled Shotes gererdly ococspted acoounting erimcipl e,

A discpeesd i MNote 4, e Cormpary b restoted the Joee 30, 2005 boloros sheet fo peclasify b
borowirgs cablarding urdarits Revoling Credit Focility frorm lomg-tamn o corrent liabiities.

Banad + MLLP

Srearile, SodhCaralira
Fuoget 2, 2004
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REFORT OF INDEFEMNDENT REGISTERED PLUBLIC ACCOUNTING FRM

The= Eovard of Diirmchors
SoanSoures re:

‘We bogve oudited e accommparyirg coredidaled stoternerts of income, sharaholders' eguity ad coh
Tl of SoonSiourss Mo, arnd sabsidiani=s (e " Cormpary ™) for e geor srded e 50, 2002, These fnarcid
staternards are e reporebiity of the Compary's maragernert. O resporebdily is o expres anopirion on
== firsarcial staterrents b d on o audits,

Wi comdicded o audit in oocoondances with standands of the Public Company Aooourting Creensight
Board (Urited Sotes). Thoe= stardards requre gt we plan ad pedfomn e oudit to obtain reasorable
s raos dbout whetter e dramciad datennerd ae fre= of matend  mistaternent. An oodit incodes
meamining on O et bosis, eviderce 2pporing e aroonts and disclosores i e inoncia stoternends. A
adit d=o ircldes aeessng e occouning primciples weed ard sgrificaont etinates rad= by rmaragernert,
= wel o evaleging e overal droncid staoternent presertafon. We befeve that oo oudit provide a

re ool e basis for oo opimion.

Im owr opirion the corecldaled iramcid siotererts referred to abowve preserd faidy, B dl ratend
respech, e resodts of cpergiore ard cash dows of Scondowres, Inc. ard subsidaries 20 e Yoo erded
Jures 310, 2002 incorformity with aooounti;g pricciples gerenalby ooos phed ot United o tes of Arnesica.

Dol devdion LR

Srearpile, Soodh Corclira
Fogoet 19, 2002



MAMAGENEMNT S STATEMENT OF RESFOMNSIBILITY

The= raragernert of Soor oo i resporsibke for e irformation containesd inthe corsoidaed iromsia
staternerds ard otter parts of fis report. The accomparying corecidated irarcid statereents of ScanSoues
Iz, ard sbsidaies bove besn prepared inaccordares wih ocsountirg prrceles gereraly accepiedin the
Urited Stobes of Ameica. 0 prepoing fess stoternend, manogerent bos rode= judgrnents bossd pon
avadlable nfornation. To arere fat hs nfomaation wdl be as acoorale ad fochod as posible, rrarogerent
b commanicated o dl oppropricle employess e oregurererts for oococoate recordkesping ard
ocoonting.

= Compay rrantdre a sptern of irdemd accounting corbcb desgred o provide reasorable
araroes for e safeguarding of @ests ad the radiabiity of fardal records. The sgstann b 2bject o
contirnowe revew with oppropriale rianogeneent olow-os action. arogerent bediewes ot thoogh e
carsful sdection of enployess, the dvision of reporebliies ad e opplication of forred policies ard
procedures, e Cornpary bas an effective ard reporeble setemn of inkerrd ocooaniing oortals,

The Corpary's irdependent ooditos are reeporeible 20 condocting an aodit of e Connpary's
corecidated francid soterrerds 0 occordanos with auditing dardards gererdly accepted i e Urided
Shagtes of Arnerica ard for esprexing ther opinion as to whetter e coredidated frarcial sfakerents
preerit faidy, ool roobeial respects, e firarcial position res s of operafors ond oo flowes of e Connpary
ad it sbesidiaizsin confomity wit oooountirg prircipke s geredly accepded in e United Stabtes of Arnerica.
Thezr= iz an Aedit Sonmithes of e Board of Direcios compoesd of Hres porennploges dirsctons who me=t
regary with rmomagermnent ard e irdependesnt ooditors to disooes specific aocounti;og repori;g ard
irtar mal cooritrel rnathers, The rdeperd ant oodibors Beove Al aeed fes aoces s bo e Aodit Cornirnithes,
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SCANSCOURCE, INC, AND SUBSIDIARIES

COMDEMNSED CONSOLIDATED BALAMCE SHEETS
June 30, 2004 gnd 20005
{In thousands)
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SCANSCOURCE, INC, AND SUBSIDIARIES

COMDEMNSED CONSOLIDATED INCONME STATEMENTS
dune 30, 2004, 05 and 2002
{In thousands except per share data)

2004 2005 2002
s e 1 192090 9919 55491,557
Coatofgoodaold L e e 100,10 &7951 750,510
B e 131,750 111,855 21,577
e nahirg s e
Sy gererd ard adminisbolive ssperees G2 a2d 71,359 ==
B e e I T 4o 204 q0529 31,510
Criemr m o mrees (Irsorn e
T s I =T o = — R 1,159 20&3 2851
s L ey 55 (1,1949) (1,27
L o LT 5m 15
Todal ot memar e e e e 437 1,31 1,573
Iz brmdor e imconee hoposs, prirori by irderest ard s xoordinan,
i T Lk bl 39184 30,957
(R Ut T i gl e = 15,700 14050 11, 255
iireonity ird=rest inircone of coredidated sabsdianies, ret of inoome toses
o HFS RS and H3 repectiesly L 137 530 5&
Imzorne before mcroordirar) gaim ... e e S 2250 1113
Estracedimary gaim o meceees of fiair walue ofret gxets aoguieed cver coed,
et of irc o= bams o BT . e e e e —_ —_ iy
R hOMES2 2258 519
Par sore daia:
[t irconne per cormmon e, basic:
Irzorn=before scraordirary gaim ... % 240 5184 05 1448
Estracrdimary gain on mmceses offiair walue of et axets goguieed cwver
L —_ —_ oor
P o . i e e e e % 240 5 1&E 05 103
Wieighle o ovemoge oesctstonding base L 12 455 12013 11,5249
Pt irconmes per cornnnon share, aomning dikbior:
Imcornebefore scraordirary gaim ... 4 241 5 181 5 154
Estracrdimary gain on mmceses offiair walue of et axets goguieed cwver
L —_ —_ oG
P o . i e e e e % 211 5 181 %5 140
Wimighde o ovenoge sores ctetanding, oeesorming dibtion .. 12 ma2 12599 12952

See accormnparying Motes to Coredidated Firarcia Statener.
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SCAMNSOURCE, INC, AMD SUIBSIDIA RRIES

COMDENSED COMSOLIDATED STATEMENTS OF SHAREHOLDERS
ECLITY

Years ended June 30, 2004, 2003 and 2002

{In thousands, exceptshare data)

Ao ated
Cornrnon Cornrnon rttemr
Sk Shok Retaired Cornpreberive
(Shaes) CArnounfl Bamimgs IPzorre= o
Baaros ot dore= 230, 2001 ..ol NAaz2E2s HHELSF2 54985790 ¥ - y 93,362
o e e ve reores:
Mlatimrcormes= ... .. — — 1894 — 19942
Foreign oarercy traredation
odpednert oL — — — 1,034 1094
Todal cormmprabereweireorme ... ... ... 2103
Ewer cigem of stockiophore ... oLl 25 2,265 - - 2265

Ireorm = im rnimorihy Coerership throogh e
corwerson of corverible sk inho

cornnon shock of e s bsdiarg ... L —_ £14n —_ —_ (148
Tax baredt of daductble comparsaion
Ting Fom exenciee ofaiock opfors . .. —_ 1,553 —_ —_ 1533
Edaoros at-dume= 30, 2002 ... L 11,45461,4959 95,2525 & T 1,094 TS0
o e e ve reores:
Metircone= ... —_ —_ 225mM —_ 22574
Foreign oarercy traredation
adpednent ... —_ —_ —_ 1,751 1781
Todal cormmprabereweireorme ... ... ... 24 355
Emarcise of stockiophiore ... ..o 551, M4 dq,5%%2 —_ —_ L L
Tax baredt of daductble comparsaion
Ting Fom seencie ofadock opfors . .. —_ 571 —_ —_ 31,491
Edaoros at-dume= 30, 2005 ... 12,293,230 54, 05 @ 1,504 257 150557
o e ereive Feorre:
Pletircore= ..o — — 29952 — 29052
Foreign oarercy traredation
adpednent ... —_ —_ —_ oy G225
Todal cormmprabereweireorme ... ... ... A0 507
Emarcise of stockiophiore ... ..o o L 0 265 —_ —_ 4265
Tax baredt of daductble comparsaion
Ting Fom seencie ofadock opfors . .. —_ 5a2 —_ —_ e
Edaoros at-dume=30, 2009 ... ... 12559859 61,8546 FI21L2E a0 1566 44

Smm goormniparying Fotes ho Cioreolidoted Firamncial Shobermemis,



SCAMNSOURCE, INC, ARND SLIBSIDIARIES

COMDEMSED COMSOLIDATED STATEMEMNTS OF CASH FLOWS
Years ended June 30, 200, 2005 and 2002

{In thousands)

2004 2003 20

b fhowe frionn o peer atireg octivities:
Mmoo o e e e e § PG SIETI F 1N
Adietrrerts o reconcile retircome toret castprovided by feeding
opaairg octivifias:

Estracrdimary gain, retofimcometoess — — (52490
LI e 1 503G 9, e q 525G
Arrofeaticnofimtargble aemtd L a4 1% 27
Allbwarce foracooortsreasaisable L e 4030 3,053 & F37
Imeaimnert of copibalzed sofhewmrm ... i e e e e s =) 171 &0
Cafared moorme tax (barefflepares . .o =R 2,215 7
Taxbaredt of dock cpfommemncism . e e e =32 3971 1,533
hircihyirde et imircorees of absidiarie=s L 137 S0 S
Charges inoperating e and Babilies, ret of ocgoisibioros:
Trod= ard rotes pecaiablms L e (0976 (12,1533 (25,942
e rmcmiwa s L e e e e e &LE 3,905 Pl
L e (30 419 (1,500
Frepoid swpereems ared ottemraets L L] 1 Ry
Lo | e I e 1 1023 532N @q
Tradeacoounbspaypable 152713 (24, M3 & 150
Aer e m e e o] ot liakiliies L 2517 39235 (2 %5
Imoornetoees pogabde L ] ) 1,00
Mt cash (ieed M provided by cperaingacheities ... L (16 52 5 31,92 1,544
b fhowes friomn irves irg activities:
Copitad enperdres i 2454 06,52 05, 5200
Cobpaid for Besiremes g s o L. L e e e e k] (S50 (20,9500
Mt cashwesd mirvesingacthvities oo )02 06,555 (25,7500
b fhowe friorn fimancing oo ivites:
Acwaroes s (paymends) onrewoingoedit, et 14,461 (2R 2650
Ewmrciz=cf sbockiophiors . . 4 6 g a2 2,265
Repayrnents of lkorg-derm debtborrowdrgs oo 20 (75 (5150
M=t oash proside d by fisesd im) dnancimgactivilies oL 17ESS (25,008 27,510
Effectof mucharge ol chargeson o . 72 )] S
(Dacreaesimoreassimoah .o (1515 1,26% 1,002
Cashatbeginning ofemar L i 1,284 =2
e e b L T o Y147 5 255 5 1,294
Sopp b rreertd irderreadion:
gt = = 1= [ Y1069 5 19 5 20611
[ty T o e T [ Y 14530 513,161 5 9,764

See accormnparying Motes to Coredidated Firarcia Statener.
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(1) Busines Descrplon

foarnfowres Irc. (e "Cormpary™) is a l=oding dskbuder of pecidily techrclogy prodocts, prodding
wale-added distibidion sdes to ressl=rs in e pecialty Eechoology makets, e Cormpary bos teo
geogaphc dshibution sagreemts: o serdng Mot Arnedica frorn e hieraphiy dskbodion cartern, ard o
imtarratiord segrnent curerdy servimg Latin Amnenca (indudirg wl=sics) ard Eurcpe, The Mo Arcerican
distibition segnent mokek auornatic identification ard doto copdare CAIEC ™) and poirkof-sde CR25T)
prodiet Hroogh s Soondoore e sales Uit woics, data ard coreerged cormnunicaiore sgdprnent Hroogh e
Catalyst Teleeons sdes Uit arnd voio=, data ard corwerged communicaiors prodocts throogh it Fara con
sales unit. The inbernatioral diskbodion s=grent rnakets AICC and POS prodocts roogh b SoanSioomss soles
it

(2 sunmnany afsgnils an FAccoun ing Policies and Ac counfing shandands kecen by 530ed
Coremalintation Poliey

The coredidated frarncal daternerds ipolode e ococound of e Corpary ard Al wholbyoweesd and
rrg i hyowred 2 badianes, Al dgrificant imber-corpary occourk aed fareaciors Fave besm siinnieaked .

Sk ority o et

hironity inter=st rapresamts hat porfon of e ret eguity of mgoit-owred sbsdiaies of e Compary
Fedd by rrirority skarsbolders. The mirarity shaeboldes’ shae of e sbeidaies’ noore o ko s livied
saporatalyin e Corscidated Irconne Stoternsrbs, Efective duy 1, 202 = Cormpary asgdired anadditiora
12% of Coborcing Urlinnited, Inc. (30U arnd an oddifiond S of Medpoirt Intemadord, Ire. CHetpoint™).
Effecdve Jdy 1, 2006, e Cormmpary porchased e rermaining 10% mironty interst 0 Charmeflo, Inc.
(Zharrehilae ). Effactive Aoguet 15, 20035, e Corpary ooqured an additiond 128 of O ard, = ffective
Dotober 1, 20005 anodditioral §# of Metpont. The Sompary moee coore 1006 of Charmelhdas, 25% of S, and
55 % ofMetpoint.

Ueme of Exfnoaltes

Th= preparation of inanciad sekerrerts inoorfemnity with occoording primcipl=s gererdly occepted in e
Urited States of Arneica reguires rmraragereent to mdde & dnates and aonnptiore fat affect e reporied
amnorts of et and fabiities ard disdlosr= of contingent et and licbilities ot e dobe of the inancd
staternards ard e raporied arnoord of reveroes ard ssperees doing e reporiing peficd. Onoanorgoing
bass rnaragernent evaboaies ik etinates, indoding thoes ralated o the dlewarce for ool ectible acoourts
receivable ard ifverton) reserves bo redoces irventoies o e loweer of cooet or neakiet. hilarogenrent boses s
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mtirpates o hedoniod spefisnoe and on woiowe ofter asorpiors that onogernent belieyes o be
rexcrable urder e crcoredaros, e resdts of which fomn a bass o rmakding judgroents abot e camiing
waks= of ek ood liabiite ot are fot recdily avalable friom ofter sorces, Acioal resd® gy difier friom
e st i tes Under difierent eornpliors o conditiors; boweesyver, monagennert beleges ot it s linnobes,
irchbdimg thoee for the abowe descibed themns ae resorable ad that e achod resdts will pot vary
sigrifcartly fromn e etinated armcunts.

The folowing sgriicont accountirg policies rdate o the moes sgrificant judgreents and edinnates ed o
= preparaton of e coreclidated frarcid shaternests:

g Al erns fior A e b (e il

The Cornpary raintaire an diowarces for Lneclactible oooo s receivable for esfinnobed |osess rew ding
frorn castornens' fikre to rake payreerts o accounts recevable dos o e Compary. Marogerent
defemiires the asinate of e diowarce for unedlectole occounk recsivable coreidening a mannber of
foctors, imcloding: (1) hisioiod sspeienoe (27 oging of e acoounts receivabbe and 26 speciic irformaion
cbiaired by = Cormpary onthe frarcial cordiion ard e current credit worthiree of its costornees, I e
francial cordition of the Commpary 's corlomers were o deteiorote and reduoce e ability of e Cormpary’s
o ehornens to rnokie pogrnenits on i accoonts, e Conpary roy be regquired boircrea s its alloaroes by
recordimg additioral bod dabt 2peree, Likewiss, soud e frarncal cordifion of e Compars's oostormers
imerove and resut in pawrents o e errerts of previcwsky reserved arconits, e Corpary oy be regared
to peoord a redoction in baod debt ssperee bo regs e e recorded dicwarce, booddition e Connpary
rrartaire an dlowanos for oredd o oetonner that wil b2 applied agairet fuhre purcboses,

i braniony Reseny e

arogerment dedemnires e irventony eeeryes egqured to redocs mverbores 0 e lower of oot ar
rnakzt bas=d prircipdly on the affects of techmclogcd changes, goantities of goods on band, ard ofter
factors, Ao =tireat= ix nrade of e readeat vabos, = coets to dispoe=, of produch whees vablo= iz detamnired
to b irnpeained | I e e produck are Jiima el sold o lese than =sirnated arnconds, odditioral pesesrees ooy be
reguired . Lkewize, if 22z prodiet ae sold for rore ban e estmated amnoords, reserees oy be redused.

e B i

Carhain prior yeor anorts bove besn redoeidied o oconfomn o e corent yeor presentation i e
accomparying irancid staternents,
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by g oo B o) o f

Th= Cormpary corsders dl kighky liguid meestroerts with oiged mohaifies of free mondte o les to be
s equivaerts, Bookl overdnofts of 559 53,000 ord 517, 912000 g of Jure 30, 2004 grd 2003, respectivaly, ae
irchoded in gooourts pogable.

o fredicn of Creoit (el

Th= Cornparey =ls ik products to a large baz= of vadu=added res=lears trooghodt Mo Armnedico, Latin
Arremnica (incd dimg hbesics) ard Baropes . The Compary) pedomns ongoirg credit svaoabiore of s cosdonnes'
frarcial cordition. I carlain case, the Commpary wil ooo=pt targble axets @ collatenal to roreoe e
trade oredt of ity csoners, Mo srgle owtonner occounded for more an &% of e Compary's ret sodes
dring dscd 2008 and 2007, or ror= tan 1% diring dsoal 2002 . The ten langest cosloners o e geor anding
Jures 30, 2009 represerted oppr o ately 20 of e Compary's sales and 208 oftte Compary s coreclidated
trade ard rotes receivable g of Jure 30, 2004, The f=n largest cusonmers for e yeor ending Jare 30, 20003
repre serited approsdireately 195 of the Cornpary’'s sabes and 31 of the Cormpory's corsolidated Yode ard
rotes recaivable as of e 30, 2005, Saes of e dve laget verdon' producth of e Compary represeried
approeinnahaly FEE of coredlidated ret sakes of e Compary g of Jume 30, 2009 gred 20005,

The Corpary bos esioblsbed orogenents wih cefain cosdorners for longer termn dnancing. The
Compary accounts for bese arangernerks by recordifg e at teir o wdus ot balares dest dates,
Irder=t ioorne b recogrized i tte paicd =ared ard i recorded as interest ipconee in e Coredidaled
Imzorn= Soterrert, Ary fess o costs oemociated wit e ararngerents bowe been copitdoed and oe
armnorized over of e e of = arargern=rt.

sy iy m Fireor il fresromoen b

The= Cornpary's forsigr CUmersy aspos pe re s fionn s=li;g o cosboners indematioraly oo sseenal oo
oarencies, Im oddiion e Compary b foreign curercy s related to debt at is deromicated ©
curersies ober han e ULS dodar, The Sompary ray reduces ity eapesre o fuchagtiors inforsign eschange
nates by orectimeg offesHirg posifors thoogh the e of deivaive fiancal iredorents. The morkst i reboied
to = foraign exchange agresrmenk is oftet by cHarges in e wallotion of the urdedying temns bedged . The
Cornpary currenthy does rot e deivaive firarcial iretnaeerts for trading o speculative pupcees, mor b e
Comnpears) A par iy o keseroged e o,

Cartvative firarcial iretunrerts are accourted for onan ozcrod Bass wih gaire ard loees on e
contracts recorded inirconme 0 the period in which teir vaue charges, Thee confracts o garerdly for a
dorgtion of 90 daoys or e, The Corpoary Fos slected Aot to desgroate id foreign corensy confoc as
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bedgirg iredtnoroerds. They are, themsfors, iorked to roorket with claonges in e valos recordesd in e
Coredidated Ircome Staternert =ach peried . The urdedying &xpoeures are dermomirated prranily i; Bidish
Pourds, Baros, ard —aradian Dollars, Soromareed ireaecid infermeaion related o e deivwative corfrocts
o charges in e undedyimg waloe of e forsigr curmersy) s s fiodloows:

W arded

e 50, 200

Foraign excharge dadvafve confract loees, metofgaire ..o oLl H2E64, 00y
Foreign oarercy fareacioral ard rermeosremert gaire, ret of o |, G5, 000
Mt forsign corrercy rareoctiord and rereeosrernent goire L. 95, 000

T Coarnpary bod ore curearsy forward cortract cutsdtarding o of Juee 30, 2009 with a ret liabilby oeder
this corfoct of 521,000, The anourt b imdlded in aconoed aperess ard ofter fabiities. The olowing able
prowides imdorrmafion abodt our cotstonding forsign cumensy derivative firancial redronneent os of Joee 30, 2004

o or arded e S0, 2009

Motioral ‘Weighded Average  Estrnobed Far
LE Colar furctiora curency Arncnit Zortact Rate k=t aba=

Forward contracts - porcheoses LS Dallar, 2e=dl
B o e B, 545,000 Fl21: 21,000

The= miotioral arnount o f forwand secharege cortrocts i e armount of foreign currensy o be booghit or soid
at raahiky . Metioral arcnts ars indcative of e adert of e Compary s mechearnent in e eoricis hypes
ad e of defvafee francial retnrnerd ad are rot a reasre of 2 Cormpary's exposre to credit or
rrorketisks Hroogh b e of dedvwatives, The sstimated f@r vaoe of derivative inancid redomnents represests
= armnt required o arter ifde sl oftefirg cordocts with smrilar rerairicg reohaities based onguoded
ket coms,

Sovantories

IFivertories (coreising of AICZ, P25, bosires phore ard corverged communications squienent) o=
stated ot Hhe lorerar of oot (iet-in, fiet-cort reeteeed ) or iearki=t.

Vearnakr Progrrame

Furch recmived frionn werdors for raketing prograne aond prodoct rebodes bove besnoccoonied foras a
reduction of :alirg, gererd ard adrniristrative saperees (25507 o product cost according o e raire of
= program, in occordanes with Erergirg o= Task Foroe (CBTFY) Mol 0214, Accounfing for Cash
Coremealenaticn B oived' Fonn or'Wanalor,
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Froefeeet Waranify

The Cormpary s werdor: gererdly warant e prodocts distiboted By e Commpary ard dlose e
Compary o retam defective products, irduding o= at bave been retarred o e Compary by it
cstorners, The Company does Aot indeperdenthy wamant e prodocts it distibotes, Howeyver, o raindain
ciptorner relafiors, e Cornpary fociitotes verdor warranty policies by occepting v accharge, with e
Compary'sprior approval, recet defective product within S0 days of invcicing .

Loormsy- L e Amme e

Properhy ard aquipreent are recorded ot oot Depraciation ix cornpubed wsimg e abaghHire reeded
over esfrpated Ll lives of 2 40 5 pears for fomitore ad sgdiprent, 5 to 5 oyears for cormpuber softeare, 40
wears for bldings and 15 years for bulding innpeowennerts, Leas=bold improsernents ore aroiized oweer e
shorier of e leass d=mn o e atiinabed el life. lanterarce, repaie aed riror rereweds oe charged to
aspeares a2 ireured . Addifors, rmajer rerewals and be therrents bo propearty and eguiprnent e capilbized.

For lomgrlived amek ofter than goodedl, if e s of e espected cash flowss, undiscourted ard witeot
irterest, b k= tan = camying aneunt of e et anirmeaimeent b i recogrzed o e armount by wbich
o= camyirg armourt of fres e b e esmeschs s fair waloe,

The= Cormpary reviews ity brgrived oesd for inpaimnent whersver swe s o circonetonoss indca e that
= saryirg arrcurt of an axest reay ret be racowarable or oy be irnparad. Infiacal 209, A00E aed 002, e
Compary recognized charges of approsineately 592,000, F191,000 and FA0000, repeactvaly, it operating
e e fior e impamnent of cerain copitaized softwore for e MNorth Arnerican distibotion s=grnent. This
sofhware wias rolorger furciora baeed on cumert operabiora reeds,

ool e s Nk ool e dammfe

iz el repreesets s mocms of e porchass prie= over e o vados of e iderniicble ret gt
acgdred in acquisitiors acocourted for wimg e purchase reeteed. Witk e odoption of Stoternent of
Frardial Aocountirg Stardards (A Mo, 192, Soodbell ara! Other inforegdble dmsefe om iy 1, 2007, e
Compary dsxcortiroed e anodizaion of goodwil. Cuing facal gear 2009 and 200G, e Connpary
perfomned s arod test of goodedl o detemaiee= if bere was irpamiert These tests incloded e
deemairation of ach reporting unit's far vale wing market rdiples ard discounied cash 1o modalicg.
Mo irmpaimnent wos regured to be eoconded related o e Compary's anmoal imparment testing order dhis

B e et

The Coornpary raiews e caryirg vaoes of ik imbangibke et with inie lives, whichinc des cosdormer lists
ad rorrconpete ogresrnents, @ curert events ard croomsiaress warrant o detemnire whether rere e
ary impaimnent e, I indcotens of mparnent ars present ininrdongble gxests e d in o peratiors, and fohore
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cash flows are not mspecded o be aoficient to recowver e gueets’ corying annount animnpaimneent o s
charged o axperes in e paricd iderdied. These gxeets are indoded inotter azets ard e anodzed wirg
ez straighiklires rnethed cwera pericd of 5 years (e Mote 100,

Feoir Weodom o Finercid fesfronseni

Th= far wale of iraecia iretornend i e anoont at which e iretnorment could be axcharged ina
curent trareoction betwesn wiling parties. The comging vabaes of firarncial retnornents woch g acoounits
recaivable, occounk pogoble, oooroed lickilities, Bomowings onder the revolhing oredit focdity and e
sbsidiary lires of credits opprosirnate far wdue, based upon either ot rabaifes o vanable irderest rates of
== iretnuarrerts, See Mote 5 for e fair vaboe ofthe lomg- temn debt,

o i me

Th= Cornparyy aconiss for corntimgeant cbligatiors, imdding =sdrmated legal ooty whenitis probable #at
a ligelity is ircured and e aneart iz regsorably estirnable, A foobk corceming contingercies become
kronamy, managennent peceessees ity position ard nakes appropriate adostroents o e inoncia stodernerts,
Edirraies rot e paricdaly sereitive fo fohore changes naude tas, legal ard other reguatory rmatbens, which
ae sbjct o change gy evendk evolve ad ax odditioral nfomnaton beconres agvdlable duaing the
adnniri i ative arnd lifgaion pro o,

Revere b recogrzed onos for oiteria ae et (1) e CSommpary et bove perogsive aviderncs= that
an amangerreert seids: (27 delivery poost ooor, which boppere ot e point of shiproent (bl inch des e
trareter of both fid= and risk of loes, prosdd=d Hat o sgrificant cbligators reraind: G5 e prios reet be fosd
ard detamnirable; ard () oollecibility rvst b reaeorably asored. A prosison for estinraied loees onrehome
jaracorded ot e firne ofsake based o Fivion ool s ensrcs,

Th= Cornparsy bas service reveroe asocated with comfiguration ard rrakieting which b recogrized when
woik is complzie ard dl oHigatiors are sbsarialy ret, Reveroe friom diple dennent aangennents is
dlocaied ot waiois sererts bosed o e relotive i@ o of e slernenis, ord soch reseroe cygcke s
corgidered g separate accountirg urit with recogrition of reverue based onthe cilenamet for fe irdividod
serent of = rdiple deiverables, The Corparry b aragenents inowhHch it some g service fes
dedemnired a0 percerdoge of e waloe of prodoe s s$hippeed o bebalf of e rraroiocirern who retcire the
sk of credit koo . I e =verd of temniradon of e arargermerds, e Connpary b e right torehom cebain
imvertony o the rrarnociorer, Such servios fees eored by the Compary are incloded inret saes ard were
lmten Hwam 17 of remt sabes for mach of Hoe e geor e rded Joee 350, 2004,
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Shioyirey Cioste

Shpping reveree is ndudedin et sales aed reated coed are raudadin e oot of goods sold.

Ak antisey Cioste

The Cornpary defers odwer fsing redated costs unl e adveadisng isdet onin rode or otber pobicafors or
in e ooz of brochores, unll the brochres ae prirded ard avalable for distibotion, Adverisi;g costs,
irchbded in rmarkating coets, affer varder remmborserment weare qot sigriicat it ary of e three gy anded
Jure= 30, 2009, D derred acheertising coets ot o 30, 2009 and 2005 wens mot sgrificant.

Foreign Corraney

The= currancy = ffects of rorelaing tte firarcial satements of the Compary 's foreign =ntiie that operate
in teir bood correnoy ae ipdoded in e comdotive comercy Forelation adosdnent comporent of
accurdated otter comnprebereive ircorne. The axets ard iabiiies of e forsign endties e rardated imto
L5, dolars weirg e =ochange rate at e ard of he respecive peicd. Sdes, oobs ard esperpes oe
trarslaied ot avweroge sxsborge nobes s ffective doing e respe otive peiod.

Foreign curercy frareoctiord ad remmeasrernent gare ad ke e ircloded in ofter asparee
(ircomein e Corecidated Ircone Staternent, For e year erded Jure 50, 2004, foreign oarercy gaire, ret
Of |iceteman, g S0 5,000, For Hoem wpeor e rded  Jormes 50, 200G, forsgqr curnsrody (o, et of goire, wers 5955000,
For fr= pear erded Jure 30, 2002, forsign curency gaire, ret of loees, were e than 18 of cperafingircome.

Svoonoe Tonres

Imzorne hoees ore aooounted for wing e liabifty method. Defered dowes reflect fou coresguences on
fuhre y=ors of differarce s batesen e tax boz=s of axets ard fablifer ad i irarcia repodi;g arscorts.
Wauagtion dlocwarnos ae provided agairet dafered tax gxets tat e unlkel to be reglized . Federd ircome
tipioms e Aot provided on e Lediskiboed & aminges of foreign soabsidiaies becoi e it by besny e proctics of
e Cormpary o reirvestioes earmimg s in e bosirese cotside of e United Shobes,

ek B! oo i o

The Compary b oo stockboesd =nployes compersafion plare. The Corpary bos odopted Hoe
dsddosre proviiors of Staternert of Finarcial Aocourting Hordards CFAS Mo, 145 Aceoontiey for ok
B! Compereation—Irangifon ama Disdosune, which anerds SFAS Mo, 155, Aooownlineg or Shok-Boses
Conpoerematicn, SFAS Mo, 195 alows for confinoed e of moogrifon aond measserent pirciokss of
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Aocourtirg Rinciples Board (CAFPE T Opinion Mo, 25 and relgbed imtemretatiors i accouniting for thoes plare.
The Commpay appl= = recogniion ard rreasrerent principles of AFE Opinion Mo, 25, ard r=laied
interpretatiors in occounting for those plare, Mo stock-based ernployss comperea tion speree b redescted n
re=t o= s al opfore gronted order o plore baod an sssrcpe pices &god to e rafket valoe of the
urderkilng comnen dock on e date of grant. The folowing table lbetrates the afiect on et iccorne ard
=amirgs par sare if e Corpary bad opplied e far valee recogrifon provisione o stock-based ennployges
compereahon Such disclosres b mot recsssanly indicoive of the B vadoe of shock opliors ot coud be
garted by e Cornpary in fohore dasalyeors or of e valoe ofall optiors corerdy coktarding Cees Mote 5

Yooy arded.oee= 50,

2004 2003 2002
Matircome, asreporded Lo VR ES2000  ZE M0N0 1992 000
Cedist Total stecktbosed arnploye s corpereation sxperee
e mnired ueder i vaoe Based reetted for al awands, et of
relotedtaeeffacts L L 1,402,000 1,385,000 1,735,000
Prorfomnaretimcomme oo e WSS ES0000 21, 19S.000 18,207,000
Eamirg: par dare:
IPzorne pear cornrmon share, Bosic, s reported oL L.l 4 241 5 1.8 5 1.73
Irzorne pear cornmmon share, Bosie, pro-forma L. 4 229 5 1.7 3 153
IPzorne pear cormrnon Aare, axanning dkdtion, Qs reporied L L 4 241 & 1.1 & 1460
Imzorn= e Sornrnon $are, aeonning dhtion, prioforrea L 4 221 5 1./ 5 144

Preefomna ret imcorne reflacts orby optiores grarked doirg e gears anded doee 50, 2009, 200G ard 2002,
Tharafore, = 1l innpact of cakedatifg cormpereation oot for sock opticre urder FAS Mo, 12502 mot refleci=d
in ret ipcone affected above becose compersation ooet is redected over e optiors vesting peiod of 5
wears for opfore ixoed urder e ircendve stock option plare.

[ T T T

Ciornpnebereive inconne b connpried of met incone and forsign curensy trorelafon. The forsign cume oy
trarskaion gare or koxes are ret taes flacted bacause e 2amings of foreign sbsidianes ae corsidared by
Comnparyy rraregenrert o be pemnarently reirvested. For e oyears ended Jore 50, 2004, 2003 grd 2002,
o e we moorn e coreied of netinconne of e Connpary of 73000 milion, 52206 million and 3000 milion,
respems fmdy, and frarelation adiosdnnents of 525,000, 51.5 milion and 511 milion respectivedy.
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Ao Ly St ereahoreie (s e ) f e

Im Mowarnber 2002, Hhe Firancid Accoording dondards Board (FASE ™) izosd FASE Rterpredation OFR™)
Mo, F5, GuoraniorsAcooun o oodDiscdosure Reguirensants for Guaran bees, nadookne Frolreot Gusarsmfees of
Jrmb b me o COfhem oo pleroeefoticon of FASE.Shatenoente of Fraer cked A eeocnitieg Shonatorak Mo, 5 S5 o
M7 e remecimmioe of FASE bnfemretation Moo 340 FIM Me . 45 dandes e rmoguirermerds of FAS Mo, 5 Acooonbios
for Confiregrancies ralating to o guarantor's occouniing for, ard disdosre of e ixoanes of carbain e of
guararbess, The irtid recogrition ard intid meosorerent prosisiors of FIM M. 95 e applicable o
gaarartess izoed o rmodiad after Decerdber 31, 2002 ard the disdosrs ragurererd are opplizable o
frrarcial staternerd for peicds arding after Decarnber 15, 2002, The adoption of FIM Mo, & Fad ro afiecton
e Cornpoary's firarncia postion of resodts of cperafore.

I Comcmrnber 2002, = FATE imoed FAS Moo 145, Accoarfing for Sto ok Beses! Conpereeation - Trorsifion
o Disdosore, This staterneant amnerds e Fareifon regurerrants of FASMNo. 155, Accounling forShool-Dane
Conyoeremalticn, to provide altermative, wobontarey retods of aredion 2 the far valoe rettod of oocoonting
for stocdkibased ermployes compearedation. It abs amnerds e disxdocsre provisiors of FAS M. 1255 0 regae
dizdcarein e aarnrnary of Agrifcant occountirg policie of e efiech of anentity s acoounting policy with
respect o shock-boesd arnploges conpereation on reporbed ret ircore ard sornings per saee inoanmod
ad rtern iraeeid staoberrerd, The dscdocwre provson iz regared o dl cormpari=s with slecktbas=d
employes commpearedtion, regardes of whether e Comparsy dfiizes e e vdoe metbed of aoccounting
dascribed in FAS Mo, 125 or e infireic valoe ebod descibed in AFE Opirion Mo, 25, Aosountie forStoek
e o Ernploy ees, The arnendments fo the raredion avd arnmaol disclosre provsiors of FA3 Mo, 1255 were
afecive for the Compary's faod year erded Juee 30, 2005, The Company contiroes to acoounit for stock-
bosed amploges cormpersation under e inbirsic vaoe method descibed by ARPE Cpinion Mo, 250 The
adopion ofFAS Mo, 195 bad re affect on = Commpary's frarcial position orresds of operatiore.

Im Decarnber 2002 the FASE's BTF ixoed bae Mo, 02-14. TH2 i2e0= oddresess e oppropriate accourting,
by a distibitor, for cos corsideration received form g vendar arnd becare sffective o the Cormpary on
Jaraary 1, 200, The adoption of BTF Mo, 0214 regares that oosh corsiderafion raceived fomn a wardor Aoud
b= recorded @ g direct reducion & oot of goods sold, unless carhain oriteria e et If the e oriberia are met,
tan e oosh corgidanation shoud b g reduction of the oparalirg aspearee for which it s being reirnbonsed .
The guidarc= b applicable o dl of e Compary's verdor arangerrents erbered ifbo affer Cecarnber 351,
2002,

Im-Jaraany 207, e FASE isoed Intemratation Mo, 95 AR 96 ™), Soremoliokfion of Wemoble inferant By,
FIMN 45 danfes e appicaion of Aooourtirg Research Buletin M. 51, Conmolistaten Framesiad Statercands o
carmin entities 0 whch 2guity imvesons do rot bave e carocteritics of o conkoling irancid interest o do
rot Feres sfficiant egidy ot sk for e antihy to firarce s ocivites withoot oddidonal sabordinaied inancid
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spport Fomn otter pares . FIM 96 applies imnredicbedy o wariable indens st ardibes 0B orecbed o fter Jamoary
31, 2005 ard to VIR in which an anderpiss obtaire anirderest atter ot dade . In Decarnber 20035, 4= FASE
pblzted g revison to FIMN 95 o daify =onee of the proviiors ard to ewernpt cerbain endities frorn it
re e Lrder the rews guaidancs, special affective dote prowvisiore opply hooenberprisess ot bowe Uy or
partidly applied FIM 44 prior to izoares of = revized interpretation Oterwiss, opplication of Intepretaion
F5R CFIM 457 is reguired 0 irancid soterrents of public enfiies fat bave nterests inoshohore= at o=
comrmorky refered o o specid-puposs anftes (CFEST) o0 peiods snding after Decemnber 15, 2005,
Applicafion by public antifes, ofter foan srndl Bosiresss isoens, for al ofber hypems of VE2 ofer fan 5B i
regdred in firancial staternents & paricds anding affer arch 15, 2009, The Compary b conpleted it
myaugtion of al polertiad WEs rdatioretios sdsing pAor o Febinoang 1, 2005, The Compary did mot crecbe or
cbion oy irder=t ina variable irderedt =ndihy dring the pedod Febroary 1, 203 Hroogh Juee 30, 2004,
Howemvar, changes in tte Corpary’s beiree relatioreties with wariow entities ooud oo whichnmay inmeost
it inancid stabernerts ordar e regoinernerds of FIM 3SR The Cornpars) bas concdude d that e ralaticorebio s
do ot mest e requrerreerbk order e provision aed fherefore, eee s mo a2 ffect of e reladorebips on e
Comnpary's coredidated irarsid posiion or resdts of operatiore o of Juree 30, 2004,

Im Aped 20035, = FATE beosd 3FAS Mo, 197, dmoandnoent of Statemant 133 o Daciraiic s esfnonesnie ome
Fechiry Aotz FAS Mo, 19 anends ard daifies droncial occounting and repording B dedeaties=
iretnornerd, reudng cerbain darieative irstnomerd erbeddad in oty corfroct, FAS Mo, 197 iz effective for
corfrack arnbared imbo or roodified after Jure 50, 2005 and for Fedging ralaficrships dasigregted affer boee 310,
200G, The adepion of FAS Mo, 1942 bad ro affect on he Comnpary s frarcial posiion or reedd of operatiors.

Im by 20005, Hhe FASE beemd SFAS Mo, 150, A cooordiney for Centoin Fiamesiod e onenls with Ghoroederglios
of both liobdifer are! Eopdty. FA3 Mo, 150 requires Hat certdin frarcial iredornents, which uonder presvicos
gddarce were occourded for as egaby, reet few be acocounted for @ liabilties . The fimarcial iretormerts
affected irdide rnandabodly rede=rrable stock, cerbdin irancid iretureents tat regure o rmay regaire e
iz o bipy bock sorne of its sbores im0 swnchomge for oosh o otter geeets ond certain obligatiors tatcanbe
satiad with share s of stocd, FAS Mo, 150 b aflmcdvwe for all drarcial iredormerts ardered mbo o roodified ofer
Mgy 31, 2003 ard mwt be apglied to e Conparyg s esiding drarcial irehormerts effective Joky 1, 20006, e
b girrimg of e first feod pariod afher Jure 15, 2005, The Cormpary adopied FAS Mo, 150 ondy 1, 2006, The
adopion ofthe staoterrerthad re afiect on e Compary's frarcial position orresds of cperatiore.

(31 Eamings per Shae (M'EFR'

Bz mamings per sbore ae commputed by dividirg ret ircone= By e wsighted-gweroge nommber of
cormrmon e oukfarding. Cilbted =arArge per skare are corpuied by dviding ret ircone by e
weighed-average rumnber of comnon ad podertid cornmen Sares cutetarding.
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Par
b=t Far=
IFeorn= e Arnoont

2004
ncome peErconmIon shae, bsEs ... A2 B2 000 12455000 42,40
EMecroldiulvesckoplons ... .. ... e — 457000
NooMe P& Feonmnon share, asumingdiubon ...l AR S 000 1282000 4231
2005
I pear cormmnom s, B . e e e e e S225M,m0 120135000 =1
Effect of dbhve sbock ophiore ..o oo (155, 0000 F56, 000
Imcorne pear cormon share, asorning dbdtion Lol S22dOs, 0 12,3000 =1.81
2002
I pear cormmnom s, B . e e e e e S1eeqe, 0 11,524000 =15
Effect of dbhve sbock ophiore ..o oo 15,000 0, 000
Imcorne pear cormon share, asorning dbdtion Lol S19926,M00 12432000 =160

For = years arded Jome 30, 2009, 200G od 2002 there wane 71,000, 52,000 ard 0 shares, respeactively,
moduded fiom e computation of diuded samings per shoe becoise beir sffect woddd bove besn
i,

(4 kevolving Cred F Gl and Subsdia e Lines of Credif

The= Coornpary mrterad imto rewe oredit oot doirg e it guorer of facalgear 2005 (e Mede 150,

T Compary Fad a revolving oredit fociity withits bark groos atJure 530, 2004 with a bomowing limit of
e lmemr of (10 530 mdion or (i) He arn of &% of 2igble accounts receivable ploe e leseer of (a) 208 of
sigble irvertory o (B FA0 milion. The odity bore inderest ot the 30-doy LIBCR rabe of inderest plos g robe
wargimg forn 100% fo 2.50% fed to tte Compary's fiinded debt to EBITEHA ratic ramging fromn 25001 o 925:1
ard a fieed change cowarage ratio of Mot les tham 2,751, The affective irderest rate atdure 30, 2009 wos 2 158
and the cutstanding balanc= woe 55246 milion on o cdodated borowing bass of 550 milion, leaving 474
rolion avdlable for oddifornal borowings. The affactive irbarest rate ot Joee 30, 2005 was 2574 and the=
outstanding bdanos was F15.1 millon on a cedodated boroedng baes of 550 millon, lavimg 551.9 millon
avalable for oddiforal borrowings. The revoldng oredit fociity wos coladerdized by oooounts eoefvoble ard
aligbk irvardon) . The credit agreernent cortaired vanooe esthictive coverarts, imrddirg arerg oter thimgs,
rariroarn ret word requrereee b, capilal asperdiore licci s, foosireorn ford=d d=bt b EEMDA rahic ard a foeed
change covenage rolio. The Cornpary) wos in cormpliarees with its coverants ot ose 50, 2009,
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The formmer credit fociihy contaired an oocsler glion oo ot coud bowe been irvoked byt lardars
bas=d on te= possble cocumences of a matenal odvers= affect ad a regarerent o reantan g leckibos
arargernent, Thess regurermends resdt it g softerm dosiicoion of the eecying ire of ogedt o
ocoordanee wihh Eenging |soss Task Foroe ("BTF) #5272, Godomes Shest Chomsficotiors of  Sornoetioe
ey craler Rercldney SHedlt Anreerosnts That nokoads both o Sobimefirs Ao mteefion Chome o' o
Loeck-Bowr Arremgrancent: The Jome 30, 200G balarce se=t bos been restabed to reclozify 515 115,000 of
bomonirgs urder e rawclvimg credit fociliby, which were previcosly reported os long-temn debit, to g corrent
liakilty im acsordarc e with EMF 9522 . The resdoted balare s seet bod roirpoct on the Connpary s pradoosly
repori=d retircorne, igddity o debt coverarb, The Comparty erdered irde g rew oredit fociiby inJuky 2004,
The= remowr crmdit fociiby doss ot reguire g kol ow arorgerent. Accordingly, ot duees 30 2009 e e fociby
iz desifed @ borg-termn under FASE Staternent Mo, &, Josifeofion of ShorkJems Chliyations Boecfed fo Be
Rethroresedd

Fetpoint, doing bisires s os Soandioores Latin Arneica, bad an gsestboosesd lire of or sdit ogre st wits a
bark atdures 30, 2004 trat was du= on dernard . The Borrowing lirmit on e lire wo s the leseer of S500,000 or =
s of B of domesic oocounk recsivable ad SO0 of foreign accounits receivabls, phes 100 of =ighble
irvartony (up to F250,0000. As of the Aoget 50, 2005 rarqeswal date, e acdidy bore imdarest ot 4= bark's prinne=
rate miree ore pereent, which w3008 atJure 30, 2049, Frior to e rerewal, e odily bore irde et ot e
bark's prirme rale plus ore percent, which was 5000 gtduee 30, 200G, Al of MNetpoind's aeed collafeaized e
lire= of credit. Thee Compary bad gromordesd G538 of the balaree= on e re, whie e rernainieg 558 of e
balar== was» guoartesd by Metport's mimority sharebolder, At Juee 30, 2004 and 2005 there were mo
outstarding bomowirgs on e e of oredit, Howewer, cutsarding slardby leters of oredit fohaed 590,000
leyimg Fodl, 00 awaiabke for additiord bomoowirgs.
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51 long -kemn Det
Lomg tamn debt coreists of e folowing atJure 30, 2004 and 200G:

2004 200

Fote payable to abark, s2cured by diskibtion canter lard ard bul dirg: rrorthly

payrnents of principal and imtens st of 5255,000; 2.55% and 2.97% wanadble imbenest

b, pespem ol by ot dome 50, 2009 ard 20005 reaboring incfeca 2005 witha balloon

payrnent of appeosirnabalg BA TP 000 L. L e W EZE000 155000
FMote payable to abark, s2cured by ofic=bulding ard lard; rordhly payrnee ik of

prircipd ard irberest of F15,000; ¢ 194 fioed irberest rote ot Juees 50, 2009 oeed 20005

rnahairg in o0l 2007 witha bdleon payrentofapprosinea ey 51955000 ... 1,549 000 1,584,000
Mote poygable o g bark, secred by rodor cooch; ronittly payrnents of principal

arvd irderast of 57000 255 and 29 7 wanable imderest robe, respectivaly ot doee

0, 2009 ard 20035; reataring nfecd 2005 with a Baloon payrient of opprosarnataly

- 0 7 4000 F94,000
Ciopital leoees for ;quiprrenit with rortHy pincipal poyreerts ranging forn 5535 bo

H1,905 ard affective irberastrobes ranging fom FA0H o 25 52, at o J0, 200

ard 000G, respechemby L i e e S7000 203, o0
ToAE000 &9 00

[ I B e o e o T S5 4000 14,000
I e B o WOES 4000 EF3E5, 000

Th= mode poyables secured by e deshibuionoanter and = rotor coachcortain ceriain arcia coverarts,
reuding rinirmunn ret worth, copibd sspendiuee irnil, o rasnoun debt o tongble ret worh natio, and prchibit
e pareartofdvdards, The Cornpany wes incormpiares with e variowe covarants atdure 30, 2009,

Tr= far vdue= of lomg-temn debt b etirnated by discoundng e schedded poynent steare o preseant
wakoes beed on cumenit rabes for sl iretnone=rbs ard wos opprosinnobely 57, 94499000 ond FEE0S,000 atdure

D, 2009 ard 20005, rapectteady,

Sohedued mahaifes oflong-temn debt ard capitd leoees ot o 50, 2009 are as follows:

Payrie=rits Coo= by Pericd
Totd Lees am 1 Yomar 123 Yearas 35 Years
Lorgtamn debt cblgafore .. ..o 81,000 A 000 F5584,000 —
Copital lease cHligatiors ... SrF.0m Sr.m0 - -
Todal pimcipalpagrresrts . S7, 935,000 554,000 6,584,000 5—




SCTAMSOURCE, [MC, AMD SLIBSIDIARIES
MOTES TO COMSOLIDATED AMNAMCIAL STATEMENTS—{Continued)
For the Three Years Ended June 30, 2004

%) Sock Oplonsand Eanings Per Shane

fiep Stk Ciodicn Phare

= The= 1995 Ineertive Shock Option Aan reeerved 560,000 dares of comnron shook for beoanos o Key
mmplomes. The plan provides for res-gear wesing of e opfiors ot a rode of 35E anoodly . The
opiore are axercisable over 10 p=ars, ard cpfiore ae rot to be garded ot le=e han e fair rearket
wae of e rdadying dares gt the date of gant fe of Jume 30 2004, e were 7757 e

available for grant under tHaplan.

= The= amnerdsd 1997 Shock Irearhive Flan resereed 1,200,000 saees of cornrmon shock, for beoarse= to
oficars, directors, enployess, corediant o advisors o the Conpary. TH: plan provide for incentive
stocdkl opdore, mongualied opfiors, sock appreciaion Aghts od resticied sdock gwords o be
gaited ot exercize prio= to be detamnired by e Cormmpereaton Cormmitte= of e Board of
Cirectors, The plan provid e for three-yge o vesding of f= opdore ot a rote of 3358 anmodby, The tamn of
ek opdonis 10 yeors friom e grant dobe, Ae of ome 50, 2004, there e 11,920 soores awalabile for

grant urder this plan.,

= The= 2002 Lomg-Temn Ireentive Flan reserved G0, 00 sares of cornnnon shock for izoares bo oficers,
mmploemes, corsttand o advisors o e Commpary. This plan provides for ircsntive stock opdiors,
rorpsaiied optiore, slod oppreciation ights and reshicted stockl ausards to b= granted at esercize
Frices to be dedermired by = Compeareaion Commithes of the Board of Cirectors, The fecd wear
A0 grarts provide for e gear westing of the optiors ot a robe of 55% aomodly, and provide g termn
of 10 years from e grart date. As of Jure 30, 2004, thare were 132,150 shares gvailable o grant

urrder Hhis plar.

* Sroe 1995 the Cormpary bay compereaied its oreemploges dirsctors witha grant of stock opliors
iz =] ot far rarki=t walo= on e date Sllowirg = armod festing of sharabclders, The stock opdon
grants bave bad a tarm of 10 wears ard westing sis roortte after the date of grand. The 1995 Cirector
Fan bod 30,000 resery md sbares rernainirg ok rever beced whben it owos reploced by e 1999 Cirscdor
Far. Th= 1999 Creactor Flan bad 129,000 reserwed shares rernairi;g bt rever issosd when it was
reploced byt 2003 Directors Bodty Compereation Flan (e 2000 Direclor Flan™, which reserved
125000 shyes of cormmmon shock, Under = 2005 Cirecdor Fon e romnber of sbares grarded
(rowrded o to e rearest 100 shares) iz cdodated by dividicg 200,000 byt average per share
stod price of the commnen shock for e S0-day pencd inmediaiely precedirg = grant date. e of

S 310, 2009, e s 170,500 shores gwvailabbe for grant under this plan.
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A sornrnany of stock opdicon activiby for e geors erded Jore 50, 2004, 20005 ard 2002 i3 a2 folcows:

204 a0s a0z

Weigh ked- W= ighbed- Womighted-

AVEDJE Ayverage Fyeroge

EXerize B s Emmr i
Shanes Fice Shares Fice T Fric=
Begrmimg ofy=ar ............. 1,123 226 416,39 1,552 00 Fl223 1,642, F5d F11.12
Erarded oL 157 S50 4556 155,400 2650 141,020 214
Empcizmd ... (320 705 1353 (S5 EEY Gias (255,854 o Ea
Temnireated L 5287 230 1051467 2079 (12,558 a5
Erdofy=ar .........cinn @5 A54 2205 1,125,225 1659 1,532,570 1223
Evarciscble, ard cf year ... ... G 345 Y1627 IS 154 1511 1,184,170 107

TH= folowing table soornanizes imdforrraion about steck opticore outstarding and =xercisable ot o= 30,

2004
Cphiore Cobstarnding Cpdore Bosrcisable
Wi ghrhed-
Furarage ‘Weighied-
[Rermaining Anengge
[Rorge= of Monnber Corochoad o bemr Ecomy o
Eccmr cize Pricoss Cubtandicg Life Exaroisabl= Riz=

F449-9.70 5000 10ymcrs 5000 HAH
4.71 =240 231,540 9.1 ye=ars 231,540 sz
241 -14.11 12,4902 55 ymars 12,902 1251
.12 =158 251,754 55 ymars 251,74 1757
1582 -25 51 110,205 RV, 75,65 2131
E352 =05 2 154,500 G.1 s 5e5ET 5.2
o522 - 57 A2 31,355 54 s 15,000 =N
O 157,850 E-Rt - F 14,100 4315
254,554 EF-RT - F Gb, 35 Fleer
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il Rk Wk

Th= pro forrea far vale of stodkd optiore grarted by = Cormpary bas been astrnated at 2 date of
grant wirg the Black-Sobobe s cpdiorrpricing nedad with the =lowing weighded- gverage azornptiore:

‘Wimighide d- Foparoqe Aeornphiors 2004 2003 200z
[Risk-fre= et o e e 1% IO 0
Epectsd dvderd wimdd .. L 0 0Fs 0 0.0,
Epect=d walatiibgfoctor ..o I7 . Fha 55T S0,
| ey 1 10 ears 10 yemars 10 s

Par Srare Weighted-Avearage

Pro forrea far vale of dockioptiore grard=d oo o252 S o207 F 1454

ok oo of Sube alany

Effmcdve Juy 1, 2003 e Cormpary) puchased e rerairing rhinonihy irderssst o Chanredhidax aed mooer
e 100 At dume 30, 20005 ard 2002, Charrehlas was amgoriby owred sabsidiang of = Commpary ard Fad
rezaryed SO0,000 shares of Chonredivlae:s connen stock for imoance to it officens, dirscion, ard ennplogees
urdar e Cranmehila, b 2000 Stock Opdon Flan.

A arnrmary of ook option activiby for Chanralhilax for e years arded Juee 30, 2009, 2006 arnd 2002 i as

= [=0° Y
2004 205 200z
Weighked- ‘Wmighbad- Wimi ghhed-
ANVENIDE Fremroge Foaroge
Exerncize Emmroiz= Emarcizs
Shanes Frice Fares Pric= b2 gl T Fric=
Cptiore outstonding
Begrmimgofy=ar . ... ... 27 R W71 e 250 2. 351,250 .85
Framded L —_ —_ —_
Temnimated .. ... (227 750, 07 (1,500 0.7 (122,000 0.54
Erdafymar.. ... ooo 27, =0 0.7 223,250 0.1

&0000 X7, 0 H1.A1 152,829 A
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71 Ncome Taxes

IFzorne tae experes (barefit), aocludng oy taes ralaled to edracrdirary gain, coreise of:

2orrerit Crafmmad Tota
Yearended lune 30, 2004
LI = = P A1S940000 4% SE5000 416525000
£ U . =8 i e P 2531000 (232,000 2,239 000
] = ZH0000 (a0 4000 {12 4000)

S15, 751000 % (51,000) 415,700,000

LS Federd Lo Fl2aa0o00 5159000 519,011,000
Stateardlomal L 1,270, 00 S0, () 1,540, o0
e T | 150,000 47, (0 1%9%, (0

FIEEA000 R216000 516,050,000

L S L FIOSEF 000 5 897,000 F11,575 000
Shateardlosal oL 514,000 (625, 00 170, 0007
e | — — —

FEL000 5 272000 511,255 000

A recorciiaion of e US, Faderd irconre bas esperee gt g stadahory rate of 5% o ochod imcorne bax
e e, =g oy o s redohed o scdnaondi;ary gain, is g fodowes:

004 2003 Ll
U3, Federd imcormne tas atstahdorgrat= oL S17 057000 F13 08,000 F10,435 000
Iropeg e (deor e’ in imcome tames dos o
Shate ard looal Foeorne tases, ret of
U5 Federd imcometacbear=fit ... oL 1.914,000 1,295,000 240, 000
Stotetocoredits ..o — e000  J,077,000%
Waodgtondlowarce L (15 4,000 FFE000 G, 000
Effmct of formigroperafors, me=t L. e, 00 279000 12, 00y
R | o 70,000 21,000 142, 000

§15 700000 H16,060,000  F11,265 00
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The= to mfimcts of ternponary differsrces ot give rise to sgrificant poriore of e daferad o s ard
liabiltes ot Jore= 30, 2009 ard 2003 are preserbed bedoo:

2004 200

Crafared 0w cpeem s darreed Fomn:

Allewarse foracoorts racmivwablm L e i e e e e Y AT 000 5 3EST 0

L J50 000 &6, 0

Forrdeduchble aconaed svparpems L e e e e 1,357 0 Sz, 000

Metoperairg ks cargforwards .o 2050 D00 1,145, 000

B e 45 o0 262,000

L | 1,000 S35, 000
Todal defaread domcsab L e e 11,4340 11,215,000

B T e e T T (1654000 (1,970,000%
B T e I e T Y RFE0 000 59790
Cafaread fox fabiifes darivead fom:

Tirnimg of amnoteaticn dedoctonfom intagble axeb oo oL 4 Gl 5 281,0000

Tirnimg of deprecigion ard otter dedoctore forbddngard eguprrent ... .. 2002 (1,519, 000y

T L e e e e (313,000 0554, 000y
Todal dafared fomliabilties L oo S(2,3% 000 H2,414, 0000
Mt dedmrred hoeazesmts o Y 7AS2 000 5 7331000

The cornporerts of pretox sornimgs are o follons:

Az=al Ve
2004 2003 200

Drormmstie L e i e S5 7000 391, FE0L000 51, 704,000
e T Bl 25750000 (1,247 000%

S5 519,000 53 154,000 50,457,000

At o G0, 0, e Compary bas () operating o camyioneorcs of appnoediroobeky S50 for LA
Federal ircome tax pup o= that bagin espinng in 2000 () cerfain shabe ircome o eredit camypioreards of
o prceinnahaly 20,000 ot begin expiing in 2007, ard (i) operati;g loee carndorwards of opprosannatedy 54,1
rniion in Belgionn ard 5596,000 in Corada . Begionn operating loses camyioneards bove ro sspingtion date ard
Caradian operaing ke bagin espiring 0 2005 for neome fax parpoees, A vadugtion diowares of 51.7 millon
at Juree J, 209 bas besn provided for e B=lgumn cpergling loe camyforward ard a porion of e LS,
Fedemal operatirg loes camyfoneard, asulizafion of soch camyforwords omcesrbain.
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The Cormpary bas not prowided LS. imconnee foxes for ondistiboted sarmi;ogs of forsign soabsdian=s ot o=
corsiderad do be retdred ind=frit=ly o reireestro=rt. The diribodon of fheses =amings wodd et 0
oddtioral foreign witheldifg o= ard oddifioral U5, fedemal ircome towes to the estent ey are mot offet
by formign b credits, buk it i mot procicable to estirnabe e fotd liabiliy at woodd be inoored oponsach a
dstibadion.

5 Commimen B and Son Ingencies

The Cornpary e offios poce urder nonoancslable operati;g e s that eepiee Hroogh Apdl 2009 As
iz peeadin Mote 5, 2 Compary leases certain equpnient under capitd leaees,. The Corpary ro lomger b
| s ofic= spoce bo third parfies, Fubore mhininnan lea = payrnents urder cperaing kg are o folkowe:

Fiorgrre=rits
Fisoal wemir mmyched = 500:

B e e e e F 755000
B e e e e e i e e S04, 000
L 290,000
B e e e e e 174,000
B i e e e e e e i e e 174,000
B L= = 11— S, 000

2,296,000

Lewoem = wias approsdrnataly 51, 110,000, 51,023000 and 55502,000 for e gears erded Joee 30, 2004,
200G ard 2002, respectivady, Rerdal reonee wos aperosdirmatehy 517,000, F105000 ord F142,000 or e gears
e o= G0, A00E, 200G ard 2002, respecdived

= Cormpary antcipates copitd asperdhres of HBI15000 n e it bdf of fecal y=ar 2005 2 e
reploc=rreent of the comporale ofice bdding recf ard the puchase of firaocial softeare for Bucpe,
Corfochod chigotiors o purchoss sothwior e armounted o opprcednnohedsy 5705, 000 o dore 30, 20005,

Arngority of e Comnpary s ret reverossin 2009, 2000 ard 2002 were received from the sde of products
pachae=d forn the Conpary's ten langest werdors, The Commpary b entered inde wniben dstibadon
o et with sobetordialky dl of s rmojior werdos . While e Cornparg's agreermenits with rooet of it verdors
cortan stardard prodsiors for pericdic remewab, ese agreerrents gererdly permit termiration by eiteer
parhy witrodt coues upon 30 Ho 120 daygs m‘h-:-:
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Uit vy

At dume 30, 2005 e Compary owred a 258 egaty irderest inoa limited lickility cormpary for whichit bad
guararteed debt up o 5995,000, At bore 30, 2004, e Commpary bod satefied al chbigatiore elagbed to e
=kt

Cromfrmnancias

The= Cornpary of it sbeidiaries are, ¥om time to dme, paries o lgweaits ansirg oot of operatiore. Athoogh
theare canbe ro gsoranss, bosed uponindorneation Koower to e Comnparsy, the Compary bedieves ot ary
liakilty resdting forn anadvearse deterrriration of soch lawsts wodd met bave a malend adverse affect on
e Corpary's firarcid cordition o redts of cperaioroe.

The= Cormpary ressived an oeessneert for O soles ard e o motter for e bree calendor yeors erded
20071, Bazed on ths axexonmernt, e Corpary bas detemniced a probable range for e dispoeition of that
et ard  for sbesguert peicds trough hlarch 2004, Atboogh e Conpary ix dixpating the
et it o accnoed FH1.9 mhilion for e gear snded Joee 5, 2009, Alboogh thens conbe ro asonaree
of = ltirrate cotoorne ot this irne, the Company mterds tovigooosly defardits postion.

Az discipeed in Mote 12, e Conparw b fdare commmitrreents o puchae= e orernaining nberest 0
Metpoint ard Ul cover sevenal geors, O Aogoet 15, 200G, e Connpory punchosed anadditiona 1258 ntersstin
2 for approsinoai=ly 37000 Effective Dotober 1, 2005, e Cormpary purchassd anoddiforal S inderest i
Meteoint for approsirrately F412 000,

21 Bnployee Bere 1FPIOn

Th= Compary b a defired conhibution plan urder Secdon 901K of e Inderrd Reveros Code that
covers dl emnplogess resting carain aigbdity requrerrerts., For e gman erded duee 30, 2004, 200G ard 2002
= Cormpary provided a robching conbibotion of J9E6,000, Fa2, 000 ond F265000, respectively, which wos
=qud to ore+alf of =ach paricpant's contibution e o a readimurn rmatchi;g conhibotion per paticipant
of FE00 for 2004, 200G grd 2002, The Company determire it ratcbing conribodiore amaaly ad oo ke
diszretiorany contibtiors inaddition to ratching contibotions. 0 fecal 2004, 2006 and 2002 e Connpary
rnade a dicretiorary profit-shaing confrbuion of approsireatedy 528 milon, 52,2 milion ard 517 milion,
respeecivaly, Ernployer contibutiors are vested over g peicd of 2 to 5 gear,

(100 Goodwll and iden i iabe Inhangole Ases

Imaccordares with FAS Mo, 192, Gooaidll and Cher ntangible damefe e Commpary performe it anrod
teat of goodwil at e ard of =ach fecd wear o det=mire firneaimrent bos cooured, This testimg irchad e the
O mrination of mach reporting et s fair valoes wsing ookt oo iples and disccorted cosby foes rnodsding. A
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= =rd of facal year 2006, Ao irnpdiment chorge was moorded. As g resdt of odoping FAS Mo 192 no
arnorization of goodwill bas been recorded in fiscd we=ar 2004, 2005 ard 2002, Curing = ded guarker of a0
wear 2009, the Commpary recorded a reduction of goodwdl ralated to e parchaee of e oddiford 108
rnimority imterest o it ralated o the restochring of e Chanmadiias: ssgrnent in e annoont of 5172 000, as
recired under FFAS Mo 191, Bosies CSorabinationes, The Compary acgured additiond goodwdl of 51352 000
through the ocgdstion of an addiford 12% inberest in O doing the At guorter of fecal yeao 2009 ard
addtioral goodwdl of 5177000 #roogh anadditiona §# inderest in MMatpoint duirg e second goarter of a0
wear 209, Charges in e cargng anoont of goodedl and ofer imtangibles et for e gear erd ad Joee 50,
200, by cperating ==grnent, are s folows:
Forh

Arnerican imdereahicral
Cehibdion Cisrbdion

St St =)= |
Baono= aoflume= 30, 202 ... FLoM50000 FESE,00 0 5,000
Foodwdl oogured dunmg 2003 .. L 145,000 250,000 255,000
Badormo= aoflume= 30, 203 .. FLome00n B0ERm0 F2E491,000
Foodwdl ooguiredduning 2009 L 132000 177,000 305,000
Crarrebloirmpaimnent oL 1720007 - (1720000
Baonceasoflume 30,2004 .. 55,712,000 250000  S997E000

Imsoded within oter @eets areidentiiable ntangble axets s follows:

Az ol lune 30, 2004 bz of Jure 30, 2003

F 055 Nel O Fh=t
carnin Accumulaed Book Zamyi Ao oo B
Aroun Arnorizaton Vvaue .ﬁnﬁaﬁ Arnorfizadion L= [N

Armorzed mtargble e

Cutormer fste L 5333 D00 §167 000 S171,000 356000 F 96,000 a0, 000
Morrocompete agresrnends L. 425 00 20000 17500 TEA000 25,000 104, (0
Todal oo §763,000 417,000 5345000 470,000 F126,000 9,000

Th= cstorner lbk are amnortized wing the straight-ire reethed over a pericd of 5 years, TRe porcompete
agre=rents ars arrertzed ower ther edpecied life, Arnotizoion eperee for the pears erded Jome 30, 2004,
2005 ard 2002w F319,000, 115,000 and F27, 000, respectivaly, Armoration aspares for fiscal years 2005,
2005 and 2007 is =stirated to be approsdnoa ey 522000, 567,000 ard F35,000, respomcdiwely.
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{11} Segrnent nbmalon

Th= Cormpary is a leading distrbudor of specidiy techralogy products, providi;g wadue-odded distibudion
sgles to reelers in e specidty techrodegy rarkets, Based on geographic lozation, the Compary b two
seqrreerits for distibotion of specidby technclogy producs . The mreegsre of ssgment prodit B icome friom
operafiors, ard the aoccountirg policies of the a2 grrerde are e sane s thoee desenbed inMote 2. B=ginning
with the frst guarter of fiscd 2004, the Chanreblax :2grnent Fas bean restrochaed into e Medh Arrerican
distibution s=grment. Rior peicd imfomnation bas been redossfied to inclode Charmehiax i e Modh
Arrefcan divtribuion 2 grrert b reflact i resruchrirg.

Mo Annenican Detibulion

FMorh Arnerican diehibotion offers prodocts for sde 0 bre= pireany ooteqoni=s: ) ADC ard POG
aquiprrant sold by e Scandiowres sales uni, (11veics, data ard comeengaed comrmanicatiors squpnent sold
by = Cotdyet Tel=sonn sgbe onit ard i) woics, data ard corverged conmuncaione produck aold by the
Poawon sales ot Thess products ae sold o o Han 11,000 ressdlers ond indegrotons of techrclogy
prodiek bat as geogaphicaly dsbirsed over the Urted Hoter ard Carada im0 a pattem tat mirors
popdation coreentrafon. Mo angle aosount represented roe an S8 of e Compary's corecidaled ret
s b Chrireg Hoem fissdl e ors erpde d.ome 50, 2009 ard 000G,

I reticrea Cizkibodion

The= imderaticrd distbriion 2=gment 221 to teo geocgraphic areas, Ladn Anneica (rcbedirg lesbss i ard
Brope ard offers AL and POS equiprnent o more dan 9,000 resesdlers ond imhegrotors of hechrslogy
prodiet. This == grnert began duirg fissd 2002 wih e Compary's purchase of a rngjoity irderest in Metoont
[#== Mote 12 ad the startboe of e Cormpary s European operaiore, Of thiz segment's oetormens, mo sirge
oooo it represerted moore than TH of b Corparyg's coreclid oted met soles doring Hoe ool gears arded
Jure= 30, 2009 arnd 20035,

The= Cormpary evaliais x=grert performarce baeed on operating cone. Inber- egrnent sobes coreist of

sab= by the= MMorth Arneicon dishibubion ssgrnent to e interrotioral distibotion ssgrent. A inbes-ssgroent
reverus ad proil have beean aimiratedin e accomparying coreclidaled farcial shabermerts,
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Sl mcted drearcid irder o for soch Bosireses orit are preseseed] el oo

Sl
Mo Arnenican dishibotion

Irdemeationa distibution . ..
L imdmremegrmnt sales .. L.

Deprecighion ard arnrcrization:
Mo Arnesican distibotion

I mrehicreal distribartion . ..

Ceeratirg irconne:
Mo Arnesican distibotion

I mrehicreal distribartion . ..

Irezonne o esperees (berefit:
Mort Arnanican distibotion

I mrehicreal distribartion . ..

Fumta;
Mo Arnesican distibotion

I mreticral distribastion . ..

iZapihal e e s
Mo Arnesican distibotion

I mrehicreal distribartion . ..

2004 200G 200
§1057,126,000  S9E0,267,000  HE23,E6E 000
16275000 SG553000 20,589,000
M AT40000  (RE26,000) (25550000
41,192 000,000 5991,194000 541,557, 000
§ 4721000 F 47000 F 453,000
£29, 000 206, 000 125, 00

§  £3E0000 F 502000 4555000
§ 535000 T 4072000 F 52014000
1,718,000 (20, 00 (20, 00

§ 9256000 T 40524000 51,510,000
§ 18135000 5 ISEFA000 F 11,115000
542,000 175,000 TEE, 000

§  1E700000 T 14050000 5 11,265 000
§ 373,101,000 SH12286,000  HE4,294 000
091,000 S20EA000 24,755 000

§ 413,192,000 SHME47,000  HE9,062 000
§ 2057000 F SE95000 5254000
27,000 £31,000 226, 00

§ 2454000 § 432000 F 5520,000
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(12 Acquisilons

Horh Arnelcan bistibufion

CrJdukg 27, 207, e Compary s MNorth Arrerican distibotion s2gment porcbased e operating ot of
Piosifve D Wbolmsabe, (" Fositive I a division of Azerhy, Ine, g sobsidiany of L bed Sholicrens, Posities |G wos g
distibitor of ogtornatic infomnation ad data coptoe preduck o whom the Compary paid approsirnataly
F4.7 milion in ozh. The ocgasition dlowed = Compary o reach addifiord owestormers and added saes
o techricd apport ermnplogees ina mewe Bufialo, Mew Yok sdes office, The Cornpary's punchiass pice to
cbian this addiiord dormnestic raket e ad techricd s pport ®oceadad e far vao= of Hee ret gsests
acgdred ., The acgusion was gocounted for by e purchaes reeted of ocoounting ard oozordifghy, e
opeafing reudts bove been ipduded in e Compary's corecidated redts of cperatiors fomn e dobe of
acaustion. The purchas= price woae dlocaled i the far waloe of ret aeed ocqured, prircedly acoourts
recaivable ord irvertoie, ard opprceinately 54,0 milllon of goodwil resdtbed Fom e ocguiition

O Sepharnber 28 2001, e Compary porchossd 52 of the conrnon dock of O, g priocdder of sergicoes
to = telephore= resslsr rarket, v approsdreaiely 552,000 in cash ard asomned cerkain liakbilites, The
acglAtion was acoounted for by e parchoes reted of acoounting, Cepeerating resudts bave besn i uded
in the Compary s corsolidated redd of operatiors from the date of acguisiion. The acquision alowesd e
Compary to provide training, retdlation ad pregrarnnimg serdoss toits telepbore ressller cosorners, The
prchoes pice was alosoled to e far vaduoe of e ret geets oogured, ard approsinmatedy 555,000 of
goodhwil resdi=d forn e acgusion. The Corpary cbtdired an odditional 128 of e connmon stock of S
for an ireigrificant armount effecties Juy 1, 2002 ond an oddiford 128 for approsinnately 527, 00 = ffactve
Aogaet 15, 2005, The Comparty abo bas o commmitrnent to purchees the rereaining 298 ofthe comnnon stozk ot
a pre-detemnired rufiple of pre-to samirgs over e resdt bao gears, Bro fomna droncid infornafon is oot
prowided H e toble balowr beaco e e todd reveroes fronn e ooguisibion were e Han 18 of totd
OO e e,

nenational Gismoulon

O Movernber 9, 2001, the Compary s imberratioral diskibudion sagreent purchased 528 of e common
stock of Metpcint a iamibazed diskibuder of AIDS ard P25 egdprnant o the Lain Ancerican raketploce.
The= acquisifon added rew srnplogess ond provided gecgrophic ssparsion for e Compary's besines into
Latn Arcica. The Commparwy's parchase price awcesded the far waloe of e ret aeek acgared. The
Comparyy paid appresdinrately F246 million n o ob od amued certain lidbidities. The ooguisition was
oooorted o0 by e punchase method of oocooning. Cperatirg resdts baowe besn indoded in e
Compary's corscidated res s of operatiore fom the date of acgdistion. The purchass price was alocaied
to = far vaba= of ret gxets acgured, pincipaly aocounts recsivable and mverdonies, and opprosrnatedy
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F1 b rrilion of goodhwil rested forn e ooguisition The Cormpary porchosesd anodditional & of the connrmon
stock of Metport for approsireataly FA00,000 affectve Jdy 1, 2002 ard an oddiforal 58 for approsirnataly
FAZ,00 affective Ootober 1, 20035, The Commpay b g commitnent to poarchass e rerainirg 2% of the
cornrnon hock ot a predeternined fnoliple of pres-dos sorrireg s oover e reodt fior geors.

o by 7, 200, Hhe Compary's ntemaaioral detrbodion segreert purchased 100 of e shares of ABC
Techmology Ciskbdon, L, an ACS arnd P25 diskibotor Based in e Urited Kingdorn, for approsdnnately 52,7
radion im oash ard g:orned caran liabiites, The ocguisition diowed e Corpary o e&xpard it Baoropean
cetorner b= ad to odd ermployes= ard oo offior in e United Kimgdorn, fortenirg e Cormpary’s
mpareion of it Boropesan opematiors. The Comnparyg's ponchia s oo e meded e 0 vole of toe rest gaeests
acadred. The acgasiion was accounted for by e purcbase metod of occourting. Cperaing resuts bave
b=an mchaded in e Commpary's coredlidated  redts of opergiore from e dale of e oogusion. The
prchoses pice wos alocated to e far vaoe of ret oesets ooguired, pincipaly oocourhs receivoble ard
irvertory, ard approsdreaiely 522 milion of goodwill resodd= d from e acguistion.

The= fodorwing unoadited pro-fomna rarcid irfema tion showes e readts of operatiore of e Connpary as
theoogh e ocgositiors noted abowe Bod oooured o of Jdy 1, 2001, The uonoodibed pro forna inarcial
irforrrafon preserted below doms mot poport o b irdicaive of e reeodts of cperaticors Fad e aogashiore
b=an coreamnrrated o of ddy 1, 2007 or of e oo redd of cpergiiore of e conbired bosie e, The
francial siotermerts for e yeao anded e 30, 2009 and 203 rcdude e resds of operatiors of e

2002
(raadit=d)
I | HhAR, 5,00
Imzornm batore medna o diran g0 . e e 5 19.5m 000
I == F 20,904,000
M=t ircorme pe=r cornrmon oo e, basic:
Imcormmebefore esdracrdiranry Qaim ... e ] 1.70
[ A == 11— TP I I R ] 1.77
M=t ircormes per cornnnon share, aoring diktorn
Imcormmebefore esdracrdiranry Qaim ... e ] 158
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For = aboes aogisiors, e sstrnatad total far waoss of e asssts gogaired ard liabilie s gxeoreed ot
He= dates of He acgastiors wens o oo

L o e T T S6,6 G, 00
Frioperhy amed st L e e e e 1,157,000
e st L L e e e e e e e e e e e e G2 00
L T e SEr 0
ol L i i e e e e 5,296 00
L= = T T e o LN 1 55,52 00
Curantiabilhes cesorned e (15,754, 0007
mireitgirderestin et aeemts L e e e (1,155 000y
LR T e L 10 a0, G685, 000

(13 kedabed Farl Tiansac lons

Coximg f=zal wear 2006 ard 200G, e Cormparyy made sakes of 2.9 milionard &2 2 milion, respectiely, o
comparis: afilioted with e mircnty saorebodder of the Metpoint aobeidiary, A Joee 30, 20049 oed 200G,
oooo it receiy obbe Fom ese conpanes todoled 555,000 and 5165000, respecfiveh)

At Jume S0, 2005, e minoity shaeboldens of e DU sibsidiany owed e Compary approsirniately
F0G000, in e fomn of a rote, inconrection with anaduesinent o e parchose price, Thenode ispogabl=in
thir by =iz roondHly iretdinents and o iores on Codeber 51, 2006 Interest on e rode B 20T per anoorn, The
Feodders of e rote e dlowed to prepay e rote incwhole o part, without premiorn o paraty . At duee 30,
2004, the bdare= of hhis mobe wae F5 7,000,

(14 Specid Chages

Th= Cormpary moured special chages of 2.5 milion doing e guorter arded Sephernber 3, 2005
relaizd o e restrochaing of re Chanmelhilas: bosiress =grnent inde te MHMoth Arceican distibution s2grnent.
Effmcdve ddy 1, 2005 e Compory rezsigred e Chaoomedhias segrnent to becorne g part of e MNordh
Arrercan distibution segrent. The Commpary coredlidated = irdorreafion s2rdess ad operatiord saff imte
tee Commpary's coporale goap,. Thee chages prinvanly corgisted of ook aeocated wih ernployes
seyanances Jor F ernployess of the operatiore ranogeneent and progearninning grooes ard Chanresdflkas opdon
etz rert azociagted with 2 segrnent. These charges areirduded inoperaing eperees on e Comparsy's
Coredidated Irconne Haternerts.
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(13 Subsequent Evenfs

Sy 15, 200, e Cormpary entered nto a rewe H100 milion rufi-oorrerey revobling oredit faddity with
it bark group exberding to ddy 31, 2008, This rew fadity ba: an oocordion feghare that diows e Compary
to ircrmase e rmwclvng credit i op do onodditioral B0 mndion, the frst 530 milion of which is connmnited
with the &sisting bark group ard e rernairi;g F20 milionis s bject to syrdication. The focility bears imterest ot
tre= 30-day LIECR rabe of interest plus a rate vardng forn 58 bo 1,758 tied o the Sompary'’s fumded debt to
EBITE A ratic rargirg friorn 000100 +o 2 50:100 and g fixed chonge coweroge ratio of not lesws than 1501, 10
addtion = agearnent corfaoire ofter reshictive fmarcial coverank, irdodng anorg ofter g, totd
liabiiti= o tangible ret worh ratic ard copitd esperdibae imits, The effecive inferest rale ot Juy 19, 2004
w21 TH.

ZrAugeet 27, 2004, Metpoird, daing business as SoanSioones Latin Amenca, increased b oeet-based Bre of
oredit with a bark by F00000 1o 31 milion. The foclity oo on Aooagaet 27, 2005 ond b collotesglized by
oooo ity receivable and =igible mwerbory. The odily contaire g reshictive cowerant which reguines o
averoge deposit of F0, 000 at = bark. The affective rderssd robe ot Aogost 27, 2009 was the bark's primmes rat=
R o o, wihich woas 5505,

A AAAAAA



MARKET FOR THE REG STRANT' S COMMON STOCK AMD RELATED
SHAREHOLDER MATTERS

Th= Cormnpary s Comnen Stock iz gacted on The Maedoq Matioral hlarket RS0 under e senbal
TR The Compars bas pever paid o declared g cash dividend snoes ineeption and the Boand of Cirsciors
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BOARD OF DIRECTORS

Steven H. Owings
Chairman

Michael L. Baur
President and Chief Executive Officer

Steven R. Fischer
President
North Fork Business Capital Corporation

James G. Foody
Business Consultant

John P Reilly
Keltic Financial Services LLC

OFFICERS

Steven H. Owings
Chairman

Michael L. Baur
President and Chief Executive Officer

Richard R Cleys
Vice President and Chief Financial Officer

Jeffery A. Bryson

Vice President - Administration and Investor Relations

R.Scott Benbenek

Executive Vice President - Corporate Operations

Andrea D. Meade

Executive Vice President - Corporate Operations

Gregory B. Dixon
Chief Technology Officer

Robert S. McLain, Jr.
Vice President - Marketing

John K. Black
President - Catalyst Telecom

Clayton D. Sorensen
President - Paracon

Elias Botbol
President - ScanSource Latin America

Xavier Cartiaux
Managing Director - ScanSource Europe

Peter J. O’'Brien
Vice President - Partner Services

Linda B. Davis
Treasurer

STOCK LISTING
The Company’s Stock is fraded on The Nasdaq
National Market under the symbol SCSC.

GENERAL COUNSEL
Alston & Bird LLP
Charlotte, North Carolina

TRANSFER AGENT
Wachovia Bank, N.A.
Charlotte, North Carolina

INDEPENDENT ACCOUNTANTS
Ernst & Young LLP
Greenville, South Carolina

SHAREHOLDER INQUIRIES

ScanSource, Inc., welcomes inquiries from its shareholders
and other inferested investors. For further information or

a copy of SEC form 10K, contact our Investor Relations
Department at 800.944.2439, ext. 4375, or by e-mail at
investor@scansource.com.

ANNUAL MEETING

The annual meeting of shareholders of the Company
will be held at 10:00 a.m. on December 2, 2004, af the
Hyatt Regency, Greenville, South Carolina, 220 N. Main St.
CORPORATE HEADQUARTERS

Greenville, South Carolina

864.288.2432

SALES OFFICES

Bellingham, Washington
800.830.2422

Richmond, British Columbia
604.303.9711

Buffalo, New York
800.944.2432

Phoenix, Arizona
800.790.2029

Norcross, Georgia
800.944.2432

Miami, Florida
877.280.0840

Mexico City, Mexico
011.52.555.540.6111

Brussels, Belgium
011.32.4.246.7845

Hull, United Kingdom
011.44.1482.820200

Olivet, France
011.33.238.2531.90

Bad Homburg, Germany
011.49.6172.17104.0
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