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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
(Mark one)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the quarterly period ended November 30, 2010
or

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to
Commission File Number: 001-14063

JABIL CIRCUIT, INC.
(Exact name of registrant as specified in its charter)

Delaware 38-1886260
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification No.)

10560 Dr. Martin Luther King, Jr. Street North, St. Petersburg, Florida 33716
(Address of principal executive offices) (Zip Code)
(727) 577-9749
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if

any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required

to submit and post such files). Yes p No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.

Large Accelerated filer Non-accelerated filer o Smaller reporting company o
accelerated filer 0
b

(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
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As of January 3, 2011, there were 217,859,472 shares of the registrant s Common Stock outstanding.
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PART I. FINANCIAL INFORMATION

Item 1: FINANCIAL STATEMENTS
JABIL CIRCUIT, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

Current assets:

(in thousands)

ASSETS

Cash and cash equivalents

Trade accounts receivable, net of allowance for doubtful accounts of $7,496
at November 30, 2010 and $13,939 at August 31, 2010

Inventories

Prepaid expenses and other current assets
Income taxes receivable

Deferred income taxes
Total current assets

Property, plant and equipment, net of accumulated depreciation of
$1,217,915 at November 30, 2010 and $1,166,807 at August 31, 2010

Goodwill

Intangible assets, net of accumulated amortization of $108,737 at

November 30, 2010 and $112,687 at August 31, 2010
Deferred income taxes

Other assets

Total assets

Current liabilities:

Current installments of notes payable and long-term debt
Accounts payable

Accrued expenses

Income taxes payable

LIABILITIES AND EQUITY

Deferred income taxes

Total current liabilities

Notes payable and long-term debt, less current installments
Other liabilities
Income tax liability

Deferred income taxes

Total liabilities

Table of Contents

November 30,
2010
(Unaudited)

$ 630,154

1,183,949
2,158,235
594,244
32,363
26,102

4,625,047

1,485,309
28,574

101,648
59,024
84,852

$ 6,384,454

$ 198,928
2,592,939
599,795

28,895

4,577

3,425,134
1,099,449
59,755
89,442
3,547

4,677,327

August 31,

2010

$ 744,329

1,408,319
2,094,135
349,165
35,560
22,510

4,654,018

1,451,392
28,455

104,113
55,101
74,668

$ 6,367,747

$ 167,566
2,741,719
672,252
19,236
4,401

3,605,174
1,018,930
63,058
86,351
1,462

4,774,975
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Commitments and contingencies

Equity:

Jabil Circuit, Inc. stockholders equity:

Common stock, $0.001 par value, authorized 500,000,000 shares;
222,314,433 and 219,532,908 shares issued and 212,603,364 and
210,496,989 shares outstanding at November 30, 2010 and August 31, 2010,

respectively 222 220
Additional paid-in capital 1,561,564 1,541,507
Retained earnings 213,883 123,303
Accumulated other comprehensive income 134,421 122,062
Treasury stock at cost, 9,711,069 shares at November 30, 2010 and

9,035,919 shares at August 31, 2010 (218,679) (209,046)
Total Jabil Circuit, Inc. stockholders equity. 1,691,411 1,578,046
Noncontrolling interests 15,716 14,726
Total equity 1,707,127 1,592,772
Total liabilities and equity $ 6,384,454 $ 6,367,747

See accompanying notes to Condensed Consolidated Financial Statements.
3
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JABIL CIRCUIT, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except for per share data)
(Unaudited)

Net revenue
Cost of revenue

Gross profit

Operating expenses:

Selling, general and administrative
Research and development
Amortization of intangibles
Restructuring and impairment charges
Loss on disposal of subsidiaries

Operating income
Other (income) expense
Interest income

Interest expense

Income before income tax
Income tax expense

Net income
Net income attributable to noncontrolling interests, net of income tax expense

Net income attributable to Jabil Circuit, Inc.

Earnings Per Share attributable to the stockholders of Jabil Circuit, Inc.:
Basic

Diluted

Weighted average shares outstanding:

Basic

Diluted

Cash dividends declared per common share

Three months ended

November
30,
2010
$4,082,181

3,771,590

310,591
142,449
5,741

5,969
432

156,000
(200)
(850)

22,162

134,888
27,477

107,411
734

$ 106,677

$ 0.50

$ 0.49

214,395
217,405

$ 0.07

See accompanying notes to Condensed Consolidated Financial Statements.
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November
30,
2009
3,088,256
2,856,480

231,776
131,553
7,697
7,105
3,435
15,722
66,264
1,038
(907)

20,116

46,017
17,136

28,881
593

28,288

0.13

0.13

213,665
215,059

0.07
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JABIL CIRCUIT, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

Three months ended

(Unaudited)
November
30,
2010

Net income $107,411
Other comprehensive income:
Foreign currency translation adjustment 10,731
Change in fair value of derivative instruments, net of tax 849
Amortization of loss on hedge arrangements, net of tax 779
Comprehensive income 119,770
Comprehensive income attributable to noncontrolling interests 734
Comprehensive income attributable to Jabil Circuit, Inc. $119,036

$

$

November
30,
2009

28,881
7,722
1,760

512

38,875
593

38,282

Accumulated foreign currency translation adjustments were $179.1 million at November 30, 2010 and
$168.4 million at August 31, 2010. Foreign currency translation adjustments primarily consist of adjustments to

consolidate subsidiaries that use a foreign currency as their functional currency.
See accompanying notes to Condensed Consolidated Financial Statements.
5
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JABIL CIRCUIT, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY
(in thousands, except for share data)

(Unaudited)
Jabil Circuit, Inc. Stockholders' Equity
Common Stock Accumulated
Additional Other
Shares Par Paid-in RetainedComprehensivel'reasuryNoncontrolling Total

Outstanding Value Capital Earnings Income Stock Interests Equity
Balance at
August 31,2010 210,496,989 $220 $1,541,507 $123,303 $ 122,062 $(209,046) $ 14,726 $1,592,772
Shares issued
upon exercise of

stock options 48,970 635 635
Issuance and

vesting of

restricted stock

awards 2,732,303 2 2)

Purchases of

treasury stock

under employee

stock plans (674,898) (9,633) (9,633)
Recognition of

stock-based

compensation 19,592 19,592
Tax

(shortfall) of

options

exercised (168) (168)
Declared

dividends (16,097) (16,097)
Comprehensive

income 106,677 12,359 734 119,770
Foreign

currency

adjustments

attributable to

noncontrolling

interests 256 256

Balance at
November 30,
2010 212,603,364 $222 $1,561,564 $213,883 $ 134,421 $(218,679) $ 15,716 $1,707,127

See accompanying notes to Condensed Consolidated Financial Statements.
6
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JABIL CIRCUIT, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(Unaudited)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash (used in) provided by
operating activities:

Depreciation and amortization

Recognition of deferred grant proceeds

Amortization of loss on hedge arrangement

Amortization of debt issuance costs and discount

Recognition of stock-based compensation expense

Deferred income taxes

Restructuring and impairment charges

Provision for allowance for doubtful accounts and notes receivable
Excess tax benefit from options exercised

Loss on sale of property

Loss on disposal of subsidiaries

Change in operating assets and liabilities, exclusive of net assets acquired:
Trade accounts receivable

Inventories

Prepaid expenses and other current assets

Other assets

Accounts payable and accrued expenses

Income taxes payable

Net cash (used in) provided by operating activities

Cash flows from investing activities:

Acquisition of property, plant and equipment
Proceeds from sale of property, plant and equipment
Cost of receivables acquired, net of cash collections
Proceeds on disposal of available for sale investments

Net cash (used in) investing activities

Cash flows from financing activities:

Borrowings under debt agreements

Payments toward debt agreements

Net proceeds from exercise of stock options and issuance of common stock
under employee stock purchase plan

Treasury stock minimum tax withholding related to vesting of restricted stock
Dividends paid to stockholders

Table of Contents

Three months ended

November
30,
2010

$ 107,411

74,950
(489)
988
1,099
19,500
(5,603)
432
93
(72)
2,507

11,241
(150,065)
(17,184)
(955)
(139,783)

13,202

(82,728)

(101,269)
1,990

(14,880)
5,800

(108,359)
1,665,558
(1,559,584)

635

(9,633)
(15,194)

$

November

30,
2009

28,881

73,058
(489)
988
923
13,981
(199)
3,435
234
(85)
2,823
12,756

(156,935)

(186,429)

(32,411)
672
310,213
2,847

74,263

(37,964)
2,827

(35,137)
942,889
(995,293)

193

(3,288)
(14,992)

12
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Bond issuance costs (8,942)
Bank overdraft of subsidiary 5,322
Excess tax benefit from options exercised 72 85
Net cash provided by (used in) financing activities 78,234 (70,406)
Effect of exchange rate changes on cash and cash equivalents (1,322) 7,075
Net decrease in cash and cash equivalents (114,175) (24,205)
Cash and cash equivalents at beginning of period 744,329 876,272
Cash and cash equivalents at end of period $ 630,154 852,067

See accompanying notes to Condensed Consolidated Financial Statements.

7
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JABIL CIRCUIT, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1. Basis of Presentation

The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance
with U.S. generally accepted accounting principles ( U.S. GAAP ) for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information
and footnotes required by U.S. GAAP for complete financial statements. In the opinion of management, all
adjustments (consisting of normal recurring accruals) necessary to present fairly the information set forth therein have
been included. The accompanying unaudited Condensed Consolidated Financial Statements should be read in
conjunction with the Consolidated Financial Statements and footnotes included in the Annual Report on Form 10-K of
Jabil Circuit, Inc. (the Company ) for the fiscal year ended August 31, 2010. Results for the three month period ended
November 30, 2010 are not necessarily an indication of the results that may be expected for the full fiscal year ending
August 31, 2011.

Certain amounts in the prior periods financial statements have been reclassified to conform to the current period s
presentation.
Note 2. Inventories

The components of inventories consist of the following (in thousands):

November
30, August 31,
2010 2010
Raw materials $ 1,557,502 $ 1,509,886
Work in process 392,879 390,069
Finished goods 207,854 194,180
Total inventories $ 2,158,235 $2,094,135

Note 3. Earnings Per Share and Dividends
a. Earnings Per Share

The Company calculates its basic earnings per share by dividing net income attributable to Jabil Circuit, Inc. by the
weighted average number of common shares and participating securities outstanding during the period. In periods of a
net loss, participating securities are not included in the basic loss per share calculation as such participating securities
are not contractually obligated to fund losses. The Company s diluted earnings per share is calculated in a similar
manner, but include the effect of dilutive securities. To the extent these securities are anti-dilutive, they are excluded
from the calculation of diluted earnings per share. The following table sets forth the calculations of basic and diluted
earnings per share attributable to the stockholders of Jabil Circuit, Inc. (in thousands, except earnings per share data):

Three months ended

November November
30, 30,
2010 2009

Numerator:

Net income attributable to Jabil Circuit, Inc. $106,677 $ 28,288
Denominator for basic and diluted earnings per share:

Weighted-average common shares outstanding 211,474 208,360
Share-based payment awards classified as participating securities 2,921 5,305

Table of Contents 14
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Denominator for basic earnings per share
Dilutive common shares issuable under the employee stock purchase plan and

upon exercise of stock options and stock appreciation rights
Dilutive unvested non-participating restricted stock awards

Denominator for diluted earnings per share
Earnings per share:
Income attributable to the stockholders of Jabil Circuit, Inc.:

Basic

Diluted

214,395

533
2,477

217,405

0.50

0.49

213,665

301
1,093

215,059

0.13

0.13

Table of Contents
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For the three months ended November 30, 2010 and 2009, options to purchase 5,948,410 and 6,688,903 shares of
common stock and 5,442,658 and 7,997,567 stock appreciation rights, respectively, were excluded from the
computation of diluted earnings per share as their effect would have been anti-dilutive.

b. Dividends

The following table sets forth certain information relating to the Company s cash dividends declared to common

stockholders of the Company during the three months ended November 30, 2010 and 2009:
Dividend Information

Total Cash
Dividend Dividend Dividends Date of Record for Dividend Cash
per
Declaration Date Share Declared Dividend Payment Payment Date
(in thousands, except for per share data)
Fiscal year 2011: October 25, 2010 $0.07 $15,563 November 15, 2010 December 1, 2010
Fiscal year 2010: October 22, 2009 $0.07 $15,186M November 16, 2009 December 1, 2009

(1) Of the $15.2 million in total dividends declared during the first quarter of fiscal year 2010, $14.4 million was
paid out of additional paid-in capital (which represents the amount of dividends declared in excess of the
Company s retained earnings balance as of the date that the dividend was declared).

Note 4. Stock-Based Compensation

The Company recognizes stock-based compensation expense, reduced for estimated forfeitures, on a straight-line
basis over the requisite service period of the award, which is generally the vesting period for outstanding stock
awards. The Company recorded $19.5 million and $14.0 million of gross stock-based compensation expense, which is
included in selling, general and administrative expenses within the Condensed Consolidated Statements of Operations
for the three months ended November 30, 2010 and 2009, respectively. The Company recorded tax effects related to
the stock-based compensation expense of $0.5 million and $0.3 million, which is included in income tax expense
within the Condensed Consolidated Statements of Operations for the three months ended November 30, 2010 and
2009, respectively. Included in the compensation expense recognized by the Company are $0.7 million and
$1.0 million related to the Company s employee stock purchase plan ( ESPP ) during the three months ended
November 30, 2010 and 2009, respectively. The Company capitalizes stock-based compensation costs related to
awards granted to employees whose compensation costs are directly attributable to the cost of inventory. At
November 30, 2010 and August 31, 2010, $0.4 million and $0.2 million, respectively, of stock-based compensation
costs were classified as inventories on the Condensed Consolidated Balance Sheets.

Cash received from exercises under all share-based payment arrangements, including the Company s ESPP, for the
three months ended November 30, 2010 and 2009 was $0.6 million and $0.2 million, respectively. The proceeds for
the three months ended November 30, 2010 and 2009 were offset by $9.6 million and $3.3 million, respectively, of
restricted shares withheld by the Company to satisfy the minimum amount of its income tax withholding
requirements. The market value of the restricted shares withheld was determined on the date that the restricted shares
vested and resulted in the withholding of 674,898 shares and 218,102 shares of the Company s common stock during
the three months ended November 30, 2010 and 2009, respectively. The amounts have been classified as treasury
stock on the Condensed Consolidated Balance Sheets. The Company currently expects to satisfy share-based awards
with registered shares available to be issued.

a. Stock Option and Stock Appreciation Right Plans

The Company applies a lattice valuation model for Options granted, excluding those granted under the ESPP. The
lattice valuation model is a more flexible analysis to value employee Options, as compared to a Black-Scholes model,
because of its ability to incorporate inputs that change over time, such as volatility and interest rates, and to allow for
actual exercise behavior of Option holders.

9
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There were no options granted during the three months ended November 30, 2010. The weighted-average
grant-date fair value per share of Options granted during the three months ended November 30, 2009 was $6.36. The
total intrinsic value of Options exercised during the three months ended November 30, 2010 and 2009 was $95.8
thousand and $5.1 thousand, respectively. As of November 30, 2010, there was $4.2 million of unrecognized
compensation costs related to non-vested Options that is expected to be recognized over a weighted-average period of
1.0 year. The total fair value of Options vested during the three months ended November 30, 2010 and 2009 was
$3.6 million and $6.3 million, respectively.

Following are the grant date weighted-average and range assumptions, where applicable, used for each respective
period:

Three months ended

November
November 30, 30,
2010 2009

Expected dividend yield * 1.9%
Risk-free interest rate * 0.6% to 3.4
%

Weighted-average expected volatility * 60.2%
Weighted-average expected life * 5.6 years

*  The Company did not grant Options during the quarter ended November 30, 2010.

The fair-value method is also applied to non-employee awards. The measurement date for equity awards granted to
non-employees is the earlier of the performance commitment date or the date the services required under the
arrangement have been completed. Non-employee awards are classified as liabilities on the Condensed Consolidated
Balance Sheets and are therefore remeasured at each interim reporting period until the Options are exercised, canceled
or expire unexercised. At November 30, 2010 and August 31, 2010, $25.0 thousand and $8.0 thousand, respectively,
related to non-employee stock-based awards were classified as a liability on the Company s Condensed Consolidated
Balance Sheets and a loss of $18.0 thousand and $11.0 thousand were recorded within the Condensed Consolidated
Statements of Operations for the three months ended November 30, 2010 and 2009, respectively, resulting from
re-measurement of the awards.

The following table summarizes Option activity from August 31, 2010 through November 30, 2010:

Weighted-
Weighted- Average
Shares Aggregate Average Remaining
Intrinsic
Available Options Value Exercise = Contractual
(in Life
for Grant Outstanding thousands) Price (years)
Balance at August 31, 2010 10,480,001 13,154,272 $ 95 $ 24.10 4.09
Options authorized
Options expired (380,566) $ 4253
Options granted
Options canceled 551,782 (551,782) $ 25.18
Restricted stock awards() (4,907,268)
Options exercised (49,636) $ 12.99
Balance at November 30, 2010 5,743,949 12,552,854 $ 3,041 $ 2357 3.9
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Exercisable at November 30, 2010 11,958,026 $ 2,826 $ 2372 3.8

(1) Represents the maximum number of shares that can be issued based on the achievement of certain performance
criteria.
b. Restricted Stock Awards

Certain key employees have been granted time-based, performance-based, and market-based restricted stock
awards. The time-based restricted awards granted generally vest on a graded vesting schedule over three years. The
performance-based restricted awards generally vest on a cliff vesting schedule over three years and provide a range of
vesting possibilities from 0% to 200% depending on the level of achievement of the specified performance condition.
The market-based restricted awards have a vesting condition that is tied to the Standard and Poor s 500 Composite
Index.

The stock-based compensation expense for these restricted stock awards (including restricted stock and restricted
stock units) is measured at fair value on the date of grant based on the number of shares expected to vest and the
quoted market price of the Company s common stock. For restricted stock awards with performance conditions,
stock-based compensation expense is originally

10
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based on the number of shares that would vest if the Company achieved 100% of the performance goal, which was the
probable outcome at the grant date. Throughout the requisite service period, management monitors the probability of
achievement of the performance condition. If it becomes probable, based on the Company s performance, that more or
less than the current estimate of the awarded shares will vest, an adjustment to stock-based compensation expense will
be recognized as a change in accounting estimate. For restricted stock awards with market conditions, the market
conditions are considered in the grant date fair value of the award using a lattice model, which utilizes multiple input
variables to determine the probability of the Company achieving the specified market conditions. Stock-based
compensation expense related to an award with a market condition will be recognized over the requisite service period
regardless of whether the market condition is satisfied, provided that the requisite service period has been completed.

At November 30, 2010, there was $116.9 million of total unrecognized stock-based compensation expense related
to restricted stock awards granted under the 2002 Stock Incentive Plan. This expense is expected to be recognized
over a weighted-average period of 1.6 years.

The following table summarizes restricted stock activity from August 31, 2010 through November 30, 2010:

Weighted -
Average

Grant-Date

Shares Fair Value

Non-vested balance at August 31, 2010 12,189,271 $ 13.13
Changes during the period

Shares granted) 6,073,258 $ 14.20

Shares vested (2,636,303) $ 17.03

Shares forfeited (1,165,990) $ 13.07

Non-vested balance at November 30, 2010 14,460,236 $ 12.87

(1) Represents the maximum number of shares that can vest based on the achievement of certain performance
criteria.
c. Employee Stock Purchase Plan

The ESPP was adopted by the Company s Board of Directors in October 2001 and approved by the shareholders in
January 2002. Initially there were 2,000,000 shares reserved under the ESPP. An additional 2,000,000 shares and
3,000,000 shares were authorized for issuance under the ESPP and approved by stockholders in January 2006 and
January 2009, respectively. The Company also adopted a tax advantaged sub-plan under the ESPP for its Indian
employees. Shares are issued under the Indian sub-plan from the authorized shares under the ESPP.

Employees are eligible to participate in the ESPP after 90 days of employment with the Company. The ESPP
permits eligible employees to purchase common stock through payroll deductions, which may not exceed 10% of an
employee s compensation, as defined in the ESPP, at a price equal to 85% of the fair value of the common stock at the
beginning or end of the offering period, whichever is lower. The ESPP is intended to qualify under Section 423 of the
Internal Revenue Code. Unless terminated sooner, the ESPP will terminate on October 17, 2011.

The maximum number of shares that a participant may purchase in an offering period is determined in June and
December. As such, there were no stock purchases under the ESPP during the three months ended November 30, 2010
and 2009, respectively. At November 30, 2010, a total of 5,791,719 shares had been issued under the ESPP.

Note S. Concentration of Risk and Segment Data
a. Concentration of Risk

The Company operates in 22 countries worldwide. Sales to unaffiliated customers are based on the Company s
location that provides the comprehensive electronics design, production and product management services. The
following table sets forth external net revenue, net of intercompany eliminations, and long-lived asset information
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where individual countries represent a material portion of the total (in thousands):
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Table of Contents

21



Edgar Filing: JABIL CIRCUIT INC - Form 10-Q

Table of Contents

Three months ended

November November
30, 30,
2010 2009

External net revenue:

Mexico $1,015,027 $ 843,129
China 804,005 617,603
United States 553,346 428,882
Hungary 422,879 240,042
Malaysia 276,320 219,570
Brazil 200,278 134,732
Other 810,326 604,298

$4,082,181 $ 3,088,256

November
30, August 31,
2010 2010

Long-lived assets:
China $ 496,620 $ 483,181
United States 258,253 255,108
Mexico 212,891 212,409
Taiwan 115,043 110,237
Poland 113,283 98,395
Malaysia 101,452 102,700
Other 317,989 321,930

$ 1,615,531 $ 1,583,960

Total foreign source net revenue represented 86.4% of net revenue for the three months ended November 30, 2010
compared to 86.1% for the three months ended November 30, 2009.

Sales of the Company s products are concentrated among specific customers. For the three months ended
November 30, 2010, the Company s five largest customers accounted for approximately 46% of its net revenue and 48
customers accounted for approximately 90% of its net revenue. Sales to the above customers were reported in the
Diversified Manufacturing Services ( DMS ), Enterprise & Infrastructure ( E&I ) and High Velocity Systems ( HVS )
segments.

Production levels for the HVS segment are subject to seasonal influences. The Company may realize greater net
revenue during its first fiscal quarter due to higher demand for consumer related products manufactured in the HVS
segment during the holiday selling season. Therefore, quarterly results should not be relied upon as necessarily being
indicative of results for the entire fiscal year.

b. Segment Data

Operating segments are defined as components of an enterprise that engage in business activities from which it
may earn revenues and incur expenses; for which separate financial information is available; and whose operating
results are regularly reviewed by the chief operating decision maker to assess the performance of the individual
segment and make decisions about resources to be allocated to the segment.

The Company derives its revenue from providing comprehensive electronics design, production and product
management services. Management, including the Chief Executive Officer, the Chief Financial Officer and the Chief
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Operating Officer evaluates performance and allocates resources on a segment basis. Prior to the first quarter of fiscal
year 2011, the Company managed its business based on three segments, Electronic Manufacturing Services,

Consumer and Aftermarket Services. On September 1, 2010, the Company reorganized its reporting structure to align
with the chief operating decision maker s management of resource allocation and performance assessment.
Accordingly, the Company s operating segments now consist of three segments DMS, E&I and HVS. All prior period
disclosures below have been restated to reflect this change.

Net revenue for the operating segments is attributed to the segment in which the product is manufactured or service
is performed. An operating segment s performance is evaluated based on its pre-tax operating contribution, or segment
income. Segment income is defined as net revenue less cost of revenue, segment selling, general and administrative
expenses, segment research and development expenses and an allocation of corporate manufacturing expenses and
selling, general and administrative expenses, and does not include stock-based compensation expense, amortization of
intangibles, restructuring and impairment charges, loss on disposal of subsidiaries, other (income) expense, interest
income, interest expense, income tax expense or adjustment for net income attributable to noncontrolling interests.
Total segment assets are defined as trade accounts receivable, inventories, net customer-related

12
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machinery and equipment, intangible assets net of accumulated amortization and goodwill. All other non-segment

assets are reviewed on a global basis by management.
The following table sets forth operating segment information (in thousands):

Net revenue
DMS

E&I

HVS

Segment income and reconciliation of income before income tax

DMS
E&I
HVS

Total segment income

Reconciling items:

Stock-based compensation expense
Amortization of intangibles
Restructuring and impairment charges
Loss on disposal of subsidiaries

Other (income) expense

Interest income

Interest expense

Income before income tax

Total assets

DMS

E&I

HVS

Other non-allocated assets

Table of Contents

Three months ended

November

30,
2010

$ 1,394,644

1,164,112
1,523,425

$4,082,181

$

$

November

30,
2009

953,363
902,985
1,231,908

3,088,256

Three months ended

November

30,
2010

$ 95,276
52,087
34,538

181,901

19,500
5,969
432

(200)
(850)
22,162

$ 134,888

November
30,
2010

2,192,517
1,058,214
1,353,208
1,780,515

6,384,454

$

$

November

30,

2009
58,494
29,986
18,027

106,507

13,981
7,105
3,435

15,722
1,038

(907)

20,116

46,017

August 31,
2010

$2,194,998
1,033,910
1,469,476
1,669,363

$6,367,747
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Note 6. Commitments and Contingencies
a. Legal Proceedings

The Company is party to certain lawsuits in the ordinary course of business. The Company does not believe that
these proceedings, individually or in the aggregate, will have a material adverse effect on the Company s financial
position, results of operations or cash flows.
b. Warranty Provision

The Company maintains a provision for limited warranty repair of shipped products, which is established under the
terms of specific manufacturing contract agreements. The warranty liability is included in accrued expenses on the
Condensed Consolidated Balance Sheets. The warranty period varies by product and customer industry sector. The
provision represents management s estimate of probable liabilities, calculated as a function of sales volume and
historical repair experience, for each product under warranty. The

13
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estimate is re-evaluated periodically for accuracy. A rollforward of the warranty liability for the three months ended
November 30, 2010 and 2009 is as follows (in thousands):

Amount
Balance at August 31, 2010 $ 10,828
Accruals for warranties 1,290
Settlements (46)
Balance at November 30, 2010 $ 12,072

Amount
Balance at August 31, 2009 $ 14,280
Accruals for warranties 3,099
Settlements (1,982)
Balance at November 30, 2009 $ 15,397

14
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Note 7. Goodwill and Other Intangible Assets
The Company performs a goodwill impairment analysis using the two-step method on an annual basis and

whenever events or changes in circumstances indicate that the carrying value may not be recoverable. The
recoverability of goodwill is measured at the reporting unit level, which the Company has determined to be consistent
with its operating segments, by comparing the reporting unit s carrying amount, including goodwill, to the fair value of
the reporting unit. If the carrying amount of the reporting unit exceeds its fair value, goodwill is considered impaired
and a second step is performed to measure the amount of loss, if any.

The Company completed its annual impairment test for goodwill during the fourth quarter of fiscal year 2010 and
determined the fair values of the reporting units were substantially in excess of the carrying values and that no
impairment existed as of the date of the impairment test. For each annual impairment test the Company consistently
determines the fair value of its reporting units based on an average weighting of both projected discounted future
results and the use of comparative market multiples. On September 1, 2010, the Company reorganized its business
into the DMS, E&I and HVS segments. In doing so, the Company reassigned its goodwill to the new reporting units
(which are deemed to be consistent with the new segments) and was required to perform an interim goodwill
impairment test based on these new reporting units. Based on this interim goodwill impairment test, the Company
determined that the fair values of its new reporting units were substantially in excess of the carrying values and that no
impairment existed as of the date of the interim impairment test.

The following table presents the changes in goodwill allocated to the Company s reportable segments during the
three months ended November 30, 2010 (in thousands):

August 31, 2010 November 30, 2010
Foreign
Gross Accumulated Currency Gross Accumulated
Impairment Impairment Net
Reportable Segment Balance Balance Impact Balance Balance Balance
DMS $ 583423 § (558,768) $ 119 $ 583,542 $ (558,768) $ 24,774
E&I 335,584 (331,784) 335,584 (331,784) 3,800
HVS 132,269 (132,269) 132,269 (132,269)
Total $1,051,276  $ (1,022,821) $ 119 $1,051,395 $ (1,022,821) $ 28,574

Intangible assets consist primarily of contractual agreements and customer relationships, which are being
amortized on a straight-line basis over periods of up to 10 years, intellectual property which is being amortized on a
straight-line basis over a period of up to five years and a trade name which has an indefinite life. The Company
completed its annual impairment test for its indefinite-lived intangible asset during the fourth quarter of fiscal year
2010 and determined that no impairment existed as of the date of the impairment test. Significant judgments inherent
in this analysis included assumptions regarding appropriate revenue growth rates, discount rates and royalty rates. No
significant residual value is estimated for the amortizable intangible assets. The value of the Company s intangible
assets purchased through business acquisitions is principally determined based on valuations of the net assets
acquired. The following tables present the Company s total purchased intangible assets at November 30, 2010 and
August 31, 2010 (in thousands):

Gross Net
carrying Accumulated carrying
November 30, 2010 amount amortization amount
Contractual agreements and customer relationships $ 84,406 $ (46,251) $ 38,155
Intellectual property 75,666 (62,486) 13,180
Trade name 50,313 50,313
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Total $210,385 $  (108,737) $101,648
Gross Net

carrying Accumulated carrying

August 31, 2010 amount amortization amount

Contractual agreements and customer relationships $ 83,746 $ (43,698) $ 40,048

Intellectual property 85,166 (68,989) 16,177

Trade name 47,888 47,888

Total $216,800 $  (112,687) $104,113

15
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The weighted-average amortization period for aggregate net intangible assets at November 30, 2010 is 7.3 years,
which includes a weighted-average amortization period of 9.5 years for net contractual agreements and customer
relationships and a weighted-average amortization period of 4.8 years for net intellectual property.

The estimated future amortization expense is as follows (in thousands):

Fiscal year ending August 31, Amount
2011 (remaining nine months) $ 15,587
2012 13,074
2013 8,789
2014 7,635
2015 4,745
Thereafter 1,505
Total $ 51,335

Note 8. Trade Accounts Receivable Securitization and Sale Programs
a. Asset-Backed Securitization Program

In February 2004, the Company entered into an asset-backed securitization program with a bank, which originally
provided for net cash proceeds at any one time of an amount up to $100.0 million on the sale of eligible trade accounts
receivable of certain foreign and domestic operations. Subsequent to fiscal year 2004, several amendments adjusted
the net cash proceeds available at any one time under the securitization program to an amount of $300.0 million. The
transactions in this program were historically accounted for as sales under applicable accounting guidance. Effective
September 1, 2010, the Company adopted new accounting guidance that resulted in more stringent conditions for
reporting the transfer of a financial asset as a sale. As a result of the adoption of this new guidance, the accounts
receivable transferred under this program no longer qualified for sale treatment and as such were accounted for as
secured borrowings. During the first quarter of fiscal year 2011, this program was amended to again account for the
transfer of the applicable accounts receivable as a sale. The amended program allows the Company to continuously
sell a designated pool of trade accounts receivable to a wholly-owned subsidiary, which in turn sells 100% of the
eligible receivables to conduits, administered by unaffiliated financial institutions. This wholly-owned subsidiary is a
separate bankruptcy-remote entity and its assets would be available first to satisfy the creditor claims of the conduits.
As the receivables sold are collected, the wholly-owned subsidiary is able to sell additional receivables up to the
maximum permitted amount under the program. Any portion of the purchase price for the receivables which is not
paid in cash upon the sale taking place is recorded as a deferred purchase price receivable, which is paid by the
conduits from available cash as payments on the receivables are collected. The securitization program requires
compliance with several financial covenants including an interest coverage ratio and debt to EBITDA ratio, as defined
in the securitization agreements. The securitization agreement, as amended on November 5, 2010, expires on
November 4, 2011.

Net receivables sold under this program are excluded from trade accounts receivable on the Condensed
Consolidated Balance Sheets and are reflected as cash provided by operating activities on the Condensed Consolidated
Statements of Cash Flows. The wholly-owned subsidiary is assessed a fee on the unused portion of the program of
0.50% per annum based on the average daily unused aggregate receivables sold during the period and a usage fee on
the utilized portion of the program is equal to 0.95% per annum (inclusive of the unused fee) on the average daily
outstanding aggregate receivables sold during the immediately preceding calendar month. The securitization conduits
and the investors in the conduits have no recourse to the Company s assets for failure of debtors to pay when due.

The Company continues servicing the receivables sold and in exchange receives a servicing fee. Servicing fees
recognized during the three months ended November 30, 2010 and 2009 were not material and are included in other
expense within the Condensed Consolidated Statements of Operations. The Company does not record a servicing asset
or liability as the Company estimates the fee it receives in return for its obligation to service these receivables is at fair
value.
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At November 30, 2010, the Company had sold $485.9 million of eligible trade accounts receivable, which
represents the face amount of total outstanding receivables at that date. In exchange, the Company received cash
proceeds of $260.6 million and a net deferred purchase price receivable of approximately $218.8 million which was
recorded at fair value as prepaid expenses and other current assets on the Condensed Consolidated Balance Sheets.
The deferred purchase price receivable was valued using unobservable inputs (Level 3 inputs), and takes into account
the credit quality and short-term maturity of the related accounts receivable. At November 30, 2009, the Company had
sold $418.8 million of eligible trade accounts receivable, which represents the face amount of total outstanding
receivables at that date. In exchange, the Company received cash proceeds of $164.5 million and retained an interest
in the receivables of approximately $254.3 million. Prior to execution of the previously discussed amendment, the
Company recognized interest expense of approximately $0.5 million during the three months ended November 30,
2010. Additionally, the Company recognized pretax losses on the sale of receivables of approximately $0.5 million
and $1.0 million during the three months

16
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ended November 30, 2010 and 2009, respectively, which are recorded to other expense within the Condensed
Consolidated Statements of Operations.
b. Foreign Asset-Backed Securitization Program

In April 2008, the Company entered into an asset-backed securitization program with a bank conduit which
originally provided for net borrowings available at any one time of an amount up to $200.0 million. Subsequent to
fiscal year 2008, certain amendments have adjusted the net borrowing available at any one time to $100.0 million. In
connection with the securitization program certain of the Company s foreign subsidiaries sell, on an ongoing basis, an
undivided interest in designated pools of trade accounts receivable to a special purpose entity, which in turn borrows
up to $100.0 million from a third party bank conduit and grants a security interest in the accounts receivable as
collateral for the borrowings. The securitization program is accounted for as a borrowing. The Company has the
power to direct the activities of the special purpose entity and the obligation to absorb the majority of the expected
losses or the right to receive benefits from the transfer of trade accounts receivable into the special purpose entity and,
as such, is deemed the primary beneficiary. Accordingly, the Company consolidates the special purpose entity. The
loan balance is calculated based on the terms of the securitization program agreements. The securitization program
requires compliance with several covenants including a limitation on certain corporate actions such as mergers,
consolidations and sale of substantially all assets. The Company pays interest at designated commercial paper rates
plus a spread. The securitization program, as amended on March 18, 2010, expires on March 17, 2011.

The Company continues servicing the receivables in the program and in exchange receives a servicing fee.
Servicing fees recognized during the three months ended November 30, 2010 and 2009 were not material and are
included in interest expense within the Condensed Consolidated Statements of Operations. The Company does not
record a servicing asset or liability on the Condensed Consolidated Balance Sheets as the Company estimates the fee it
receives in return for its obligation to service these receivables is at fair value.

The Company had $82.8 million and $81.9 million of debt outstanding under the program at November 30, 2010
and 2009, respectively. In addition, the Company incurred interest expense of $0.3 million recorded within the
Condensed Consolidated Statements of Operations during the three months ended November 30, 2010 compared to
$0.7 million for the three months ended November 30, 2009.
¢. Trade Accounts Receivable Factoring Agreements

In October 2004, the Company entered into an agreement with an unrelated third party for the factoring of specific
trade accounts receivable of a foreign subsidiary. The factoring of trade accounts receivable under this agreement is
accounted for as a sale. Under the terms of the factoring agreement, the Company transfers ownership of eligible trade
accounts receivable without recourse to the third party purchaser in exchange for cash. Proceeds on the transfer reflect
the face value of the account less a discount. The discount is recorded as a loss to other expense within the Condensed
Consolidated Statements of Operations in the period of the sale. In September 2010, the factoring agreement was
extended through March 31, 2011, at which time it is expected to automatically renew for an additional six-month
period.

The receivables sold pursuant to this factoring agreement are excluded from trade accounts receivable on the
Condensed Consolidated Balance Sheets and are reflected as cash provided by operating activities on the Condensed
Consolidated Statements of Cash Flows. The Company continues to service, administer and collect the receivables
sold under this program. The third party purchaser has no recourse to the Company s assets for failure of debtors to pay
when due.

The Company had sold $12.0 million and $19.7 million of trade accounts receivable, which represents the face
amount of total outstanding receivables at November 30, 2010 and 2009, respectively, and in exchange, received cash
proceeds of $11.9 million and $19.7 million at November 30, 2010 and 2009, respectively. The resulting losses on the
sales of trade accounts receivables sold under this factoring agreement were recorded to other expense within the
Condensed Consolidated Statements of Operations.

d. Trade Accounts Receivable Sale Programs

In fiscal year 2010, the Company entered into two separate uncommitted accounts receivable sale agreements with
banks which originally allowed the Company and certain of its subsidiaries to elect to sell and the banks to elect to
purchase at a discount, on an ongoing basis, up to a maximum of $150.0 million and $75.0 million of specific trade
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accounts receivable at any one time. During the first quarter of fiscal year 2011, one of the sale programs was
amended to increase the facility limit from $150.0 million to $200.0 million of specific trade accounts receivable at
any one time. Each of these programs is accounted for as a sale. Net receivables sold under these programs are
excluded from trade accounts receivable on the Condensed Consolidated Balance Sheets and are reflected as cash
provided by operating activities on the Condensed Consolidated Statements of Cash Flows. The $200.0 million and
$75.0 million sale programs expire on May 25, 2011 and August 24, 2011, respectively.
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The Company continues servicing the receivables sold under each trade accounts receivable sale program in
exchange for a servicing fee. No servicing asset or liability is recorded at the time of sale as the Company has
determined the servicing fee earned is at a market rate. Servicing costs are recognized as incurred over the servicing
period.

At November 30, 2010, the Company had sold $383.7 million of trade accounts receivable under these programs.
In exchange, the Company received cash proceeds of $383.4 million. The resulting loss on the sale of trade accounts
receivable was $0.3 million for the three months ended November 30, 2010, which was recorded to other expense
within the Condensed Consolidated Statements of Operations.

Note 9. Retirement Benefits

The Company sponsors defined benefit pension plans in several countries in which it operates. The pension
obligations relate primarily to the following: (a) a funded retirement plan in the United Kingdom, which provides
benefits based on average employee earnings over a three-year service period preceding retirement and (b) primarily
unfunded retirement plans mainly in Taiwan, Germany, Japan, The Netherlands, Poland and Austria, which provide
benefits based upon years of service and compensation at retirement.

There are no domestic pension or postretirement benefit plans maintained by the Company.

The components of net periodic benefit cost for the Company s pension plans are as follows (in thousands):

Three months ended

November November
30, 30,
2010 2009
Service cost $ 378 $ 399
Interest cost 1,406 1,510
Expected long-term return on plan assets (1,096) (1,119)
Amortization of prior service cost (6) 3D
Recognized actuarial loss 500 323
Net periodic benefit cost $ 1,182 $ 1,082

For the three months ended November 30, 2010, the Company has made contributions of approximately
$0.9 million to its defined benefit pension plans. The Company presently anticipates total fiscal year 2011
contributions to approximate $3.5 million to $4.2 million.
Note 10. Notes Payable and L.ong-Term Debt

Notes payable and long-term debt outstanding at November 30, 2010 and August 31, 2010 are summarized below
(in thousands):

November
30, August 31,
2010 2010

7.750% Senior Notes due 2016 $ 302,212 $ 301,782
8.250% Senior Notes due 2018 397,235 397,140
5.625% Senior Notes due 2020 (a) 400,000
Borrowings under credit facilities 108,500 73,750
Borrowings under loans 2,260 342,380
Securitization program obligations 82,847 71,436
Miscellaneous borrowings 5,323 8
Total notes payable and long-term debt $ 1,298,377 $ 1,186,496
Less current installments of notes payable and long-term debt 198,928 167,566
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Notes payable and long-term debt, less current installments $ 1,099,449 $1,018,930

The $400.0 million of 5.625% senior unsecured notes (the 5.625% Senior Notes ), $312.0 million of 7.750% senior
unsecured notes (the 7.750% Senior Notes ) and $400.0 million of 8.250% senior unsecured notes (the 8.250% Senior
Notes ) outstanding are carried at the principal amount of each note, less any unamortized discount. The estimated fair
value of these senior notes was approximately $393.0 million, $350.2 million and $457.0 million, respectively, at
November 30, 2010. The fair value estimates are based upon non-binding market quotes that are corroborated by
observable market data (Level 2 criteria).
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a. 5.625% Senior Notes Offering

During the first quarter of fiscal year 2011, the Company issued the ten-year publicly registered 5.625% Senior
Notes at par. The net proceeds from the offering of $400.0 million were used to fully repay the term portion of the
Credit Facility and partially repay amounts outstanding under the Company s foreign asset-backed securitization
program. The 5.625% Senior Notes mature on December 15, 2020. Interest on the 5.625% Senior Notes is payable
semiannually on June 15 and December 15 of each year, beginning on June 15, 2011. The 5.625% Senior Notes are
the Company s senior unsecured obligations and rank equally with all other existing and future senior unsecured debt
obligations. The Company is subject to covenants such as limitations on its and/or its subsidiaries ability to:
consolidate or merge with, or convey, transfer or lease all or substantially all of the Company s assets to, another
person; create certain liens; enter into sale and leaseback transactions; create, incur, issue, assume or guarantee any
funded debt (which only applies to the Company s restricted subsidiaries ); and guarantee any of the Company s
indebtedness (which only applies to the Company s subsidiaries). The Company is also subject to a covenant requiring
its repurchase of the 5.625% Senior Notes upon a change of control repurchase event.

Note 11. Derivative Financial Instruments and Hedging Activities

The Company is directly and indirectly affected by changes in certain market conditions. These changes in market
conditions may adversely impact the Company s financial performance and are referred to as market risks. The
Company, where deemed appropriate, uses derivatives as a risk management tool to mitigate the potential impact of
certain market risks. The primary market risks managed by the Company through the use of derivatives instruments
are foreign currency fluctuation risk and interest rate risk.

All derivative instruments are recorded gross on the Condensed Consolidated Balance Sheets at their respective
fair values. The accounting for changes in the fair value of a derivative instrument depends on the intended use and
designation of the derivative instrument. For derivative instruments that are designated and qualify as a fair value
hedge, the gain or loss on the derivative and the offsetting gain or loss on the hedged item attributable to the hedged
risk are recognized in current earnings. For derivative instruments that are designated and qualify as a cash flow
hedge, the effective portion of the gain or loss on the derivative instrument is initially reported as a component of
accumulated other comprehensive income ( AOCI ), net of tax, and is subsequently reclassified into the line item within
the Condensed Consolidated Statements of Operations in which the hedged items are recorded in the same period in
which the hedged item affects earnings. The ineffective portion of the gain or loss is recognized immediately in
current earnings. For derivative instruments that are not designated as hedging instruments, gains and losses from
changes in fair values are recognized currently in earnings.

For derivatives accounted for as hedging instruments, the Company formally designates and documents, at
inception, the financial instruments as a hedge of a specific underlying exposure, the risk management objective and
the strategy for undertaking the hedge transaction. In addition, the Company formally assesses, both at inception and
at least quarterly thereafter, whether the financial instruments used in hedging transactions are effective at offsetting
changes in the cash flows on the related underlying exposures.

a. Foreign Currency Risk Management

Forward contracts are put in place to manage the foreign currency risk associated with various commitments
arising from trade accounts receivable, trade accounts payable and fixed purchase obligations. A hedging relationship
existed that related to certain anticipated foreign currency denominated revenues and expenses, with an aggregate
notional amount outstanding of $43.5 million and $49.4 million at November 30, 2010 and 2009, respectively. The
related forward foreign exchange contracts have been designated as hedging instruments and are accounted for as cash
flow hedges. The forward foreign exchange contract transactions will effectively lock in the value of anticipated
foreign currency denominated revenues and expenses against foreign currency fluctuations. The anticipated foreign
currency denominated revenues and expenses being hedged are expected to occur between December 1, 2010 and
April 30, 2011.

In addition to derivatives that are designated and qualify for hedge accounting, the Company also enters into
forward contracts to economically hedge transactional exposure associated with commitments arising from trade
accounts receivable, trade accounts payable and fixed purchase obligations denominated in a currency other than the
functional currency of the respective operating entity. The aggregate notional amount of these outstanding contracts at
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November 30, 2010 and 2009 was $420.0 million and $700.9 million, respectively.
The following table presents the Company s assets and liabilities related to forward foreign exchange contracts
measured at fair value on a recurring basis as of November 30, 2010, aggregated by the level in the fair-value

hierarchy within which those measurements fall (in thousands):
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Level 1 Level 2 Level 3 Total
Assets:
Forward foreign exchange contracts $ $10,186 $ $10,186
Liabilities:
Forward foreign exchange contracts (6,600) (6,600)
Total $ $ 3,586 $ $ 3,586

The Company s forward foreign exchange contracts are measured on a recurring basis at fair value, based on
foreign currency spot rates and forward rates quoted by banks or foreign currency dealers.

The following table presents the fair value of the Company s derivative instruments located on the Condensed
Consolidated Balance Sheets utilized for foreign currency risk management purposes at November 30, 2010 (in
thousands):

Fair Values of Derivative Instruments

At November 30, 2010
Asset Derivatives Liability Derivatives
Balance Sheet Fair Balance Sheet Fair
Location Value Location Value
Derivatives designated as hedging
instruments
Forward foreign exchange contracts Prepaid
expenses and
other current Accrued
assets $ 645 expense $ 636
Derivatives not designated as hedging
instruments
Forward foreign exchange contracts Prepaid
expenses and
other current Accrued
assets $9,541 expense $ 5,964

The following table presents the fair value of the Company s derivative instruments located on the Condensed
Consolidated Balance Sheets utilized for foreign currency risk management purposes at August 31, 2010 (in
thousands):

Fair Values of Derivative Instruments

At August 31, 2010
Asset Derivatives Liability Derivatives
Balance Sheet Fair Balance Sheet Fair
Location Value Location Value

Derivatives designated as hedging
instruments
Forward foreign exchange contracts Prepaid

expenses and

other current Accrued

assets $ 669 expense $ 1,046
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Derivatives not designated as hedging

instruments
Forward foreign exchange contracts Prepaid
expenses and
other current Accrued
assets $4814 expense $ 3,268

The following table presents the impact that changes in fair value of derivatives utilized for foreign currency risk
management purposes and designated as hedging instruments had on AOCI and earnings during the three months
ended November 30, 2010 (in thousands):

20
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Amount
Location of Gain of Gain
(Loss)
Amount Recognized
of Gain (Loss) Recognized in in
Income
Amount on
Derivatives in Cash of Gain Location of Gain (Loss) (Loss) Income on Derivative Derivative
(Loss) Reclassified (Ineffective
Flow Hedging Recognized Reclassified from from (Ineffective Portion Portion
and
in OCI Amount
Relationship for the on AOCI AOCI and Amount Excluded Excluded
into from
Three Months Ended Derivative into Income Income from Effectiveness Effectiveness
(Effective (Effective
November 30, 2010 Portion) (Effective Portion) Portion) Testing) Testing)
Forward foreign exchange Revenue Revenue
contracts $ 31 $ 364 $ @107
Forward foreign exchange Cost of revenue Cost of revenue
contracts $ 876 $ 33D $ 162
Forward foreign exchange Selling, general and Selling, general and
contracts $ (58) administrative $ (24) administrative $ (13)

The following table presents the impact that changes in fair value of derivatives utilized for foreign currency risk
management purposes and designated as hedging instruments had on AOCI and earnings during the three months
ended November 30, 2009 (in thousands):

Amount
Location of Gain of Gain
(Loss)
Amount Recognized
of Gain (Loss) Recognized in in
Income
Amount on
Derivatives in Cash of Gain Location of Gain (Loss) (Loss) Income on Derivative Derivative
(Loss) Reclassified (Ineffective
Flow Hedging Recognized Reclassified from from (Ineffective Portion Portion
and
in OCI Amount
Relationship for the on AOCI AOCI and Amount Excluded Excluded
into from
Three Months Ended Derivative into Income Income from Effectiveness Effectiveness
(Effective (Effective
November 30, 2009 Portion) (Effective Portion) Portion) Testing) Testing)
Forward foreign exchange Cost of revenue Cost of revenue
contracts $ 1,773 $ 636 $ 627

As of November 30, 2010, the Company estimates that it will reclassify into earnings during the next 12 months
existing losses related to foreign currency risk management hedging arrangements of approximately $0.4 million from
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the amounts recorded in AOCI as the anticipated cash flows occur.

The following table presents the impact that changes in fair value of derivatives utilized for foreign currency risk
management purposes and not designated as hedging instruments had on earnings during the three months ended
November 30, 2010 (in thousands):

Amount of
Gain (Loss)
Recognized
in
Income on
Derivative
for the
Three
Location of Gain (Loss) Recognized in months
ended
November
Derivatives not designated as hedging instruments Income on Derivative 30, 2010
Forward foreign exchange contracts Cost of revenue $ 5,716
b. Interest Rate Risk Management

The Company periodically enters into interest rate swaps to manage interest rate risk associated with the Company s
borrowings.

During the fourth quarter of fiscal year 2007, the Company entered into forward interest rate swap transactions to
hedge the fixed interest rate payments for an anticipated debt issuance, which was the issuance of the 8.250% Senior
Notes. The swaps were accounted for as a cash flow hedge and had a notional amount of $400.0 million. Concurrently
with the pricing of the 8.250% Senior Notes, the Company settled the swaps by its payment of $43.1 million. The
ineffective portion of the swaps was immediately recorded to interest expense within the Condensed Consolidated
Statements of Operations. The effective portion of the swaps is recorded on the Company s Condensed Consolidated
Balance Sheets as a component of AOCI and is being amortized to interest expense within the Company s Condensed
Consolidated Statements of Operations over the life of the 8.250% Senior Notes, which is through March 15, 2018.

The following table presents the impact that changes in the fair value of the derivative utilized for interest rate risk
management and designated as a hedging instrument had on AOCI and earnings for the three months ended
November 30, 2010 (in thousands):
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Amount
of
Gain
Location of Gain or or
(Loss)
Amount Recognized
of Gain (Loss) Recognized in in
Amount Income
of or on
Gain Location of Gain (Loss) (Loss) Income on DerivativeDerivative
(Loss) Reclassified (Ineffective
Derivatives in Cash Flow Recognized Reclassified from from (Ineffective Portion Portion
in and
0OCI Accumulated Amount
Hedging Relationship for the on Accumulated OCI 0OCI and Amount ExcludedExcluded
into from
Three Months Ended November Derivative into Income Income from EffectivenessEffectiveness
(Effective (Effective
30, 2010 Portion) (Effective Portion) Portion) Testing) Testing)
Interest rate swap $ Interest expense $ (988) Interest expense $

The following table presents the impact that changes in the fair value of the derivative utilized for interest rate risk
management and designated as a hedging instrument had on AOCI and earnings for the three months ended
November 30, 2009 (in thousands):

Amount
of
Gain
Location of Gain or or
(Loss)
Amount Recognized
of Gain (Loss) Recognized in  in
Amount Income
of on
Gain  Location of Gain (Loss) or (Loss) Income on Derivativ®erivative
(Loss) Reclassified (Ineffective
Derivatives in Cash Flow Recognized Reclassified from from (Ineffective Portion Portion
in and
OCI Accumulated Amount
Hedging Relationship for the on Accumulated OCI OCI and Amount Exclude&Excluded
into from
Three Months Ended November Derivative into Income Income from Effectivenes&ffectiveness
(Effective (Effective
30, 2009 Portion) (Effective Portion) Portion) Testing) Testing)
Interest rate swap $ (13) Interest expense $ (1,148) Interest expense $

As of November 30, 2010, the Company estimates that it will reclassify into earnings during the next 12 months
existing losses related to interest rate risk management hedging arrangements of approximately $4.0 million from the
amounts recorded in AOCI as the anticipated cash flows occur.

Table of Contents 41



Edgar Filing: JABIL CIRCUIT INC - Form 10-Q

The following table presents the changes related to cash flow hedges included in AOCI net of tax for the three
months ended November 30, 2010 and 2009 (in thousands):

Three months

ended
November 30, 2010
Accumulated comprehensive loss, August 31, 2010 $ (16,086)
Net gain for the period 849
Net loss transferred to earnings 779
Accumulated comprehensive loss, November 30, 2010 $ (14,458)

Three months

ended
November 30,2009
Accumulated comprehensive loss, August 31, 2009 $ (18,861)
Net gain for the period 1,760
Net loss transferred to earnings 512
Accumulated comprehensive loss, November 30, 2009 $ (16,589)

Note 12. Income Taxes

The Internal Revenue Service ( IRS ) completed its field examination of the Company s tax returns for the fiscal
years 2003 through 2005 and issued a Revenue Agent s Report ( RAR ) on April 30, 2010 proposing adjustments
primarily related to: (1) certain costs that the Company treated as corporate expenses and that the IRS proposes be
charged out to its foreign affiliates and (2) certain purported intangible values the IRS felt were transferred to certain
of the Company s foreign subsidiaries free of charge. If the IRS ultimately prevails in its positions, the Company s
additional income tax payment due for the fiscal years 2003 through 2005 would be approximately $69.3 million
before utilization of any tax attributes arising in periods subsequent to fiscal year 2005. In addition, the IRS will likely
make similar claims in future audits with respect to these types of transactions (at this time, determination of the
additional income tax due for these later years is not practicable). Also, the IRS has proposed interest and penalties on
the Company with respect to fiscal years 2003 through 2005, and the Company anticipates the IRS may seek to
impose interest and penalties in subsequent years with respect to the same types of issues.

The Company disagrees with the proposed adjustments and intends to vigorously contest this matter through
applicable IRS and judicial procedures, as appropriate. As the final resolution of the proposed adjustments remains
uncertain, the Company continues to provide for the uncertain tax position based on the more likely than not
standards. Accordingly, the Company did not record any
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significant additional tax liabilities related to this RAR on the Condensed Consolidated Balance Sheets for the three
months ended November 30, 2010. While the resolution of the issues may result in tax liabilities, interest and
penalties, which are significantly higher than the amounts provided for this matter, management currently believes

that the resolution will not have a material effect on the Company s financial position or liquidity. Despite this belief,
an unfavorable resolution, particularly if the IRS successfully asserts similar claims for later years, could have a
material effect on the Company s results of operations and financial condition (particularly in the quarter in which any
adjustment is recorded or any tax is due or paid).

Note 13. I.oss on Disposal of Subsidiaries

a. Jabil Circuit Automotive, SAS

On October 27, 2009, the Company sold its subsidiary, Jabil Circuit Automotive, SAS, an automotive electronics
manufacturing subsidiary located in Western Europe to an unrelated third party. As a result of this sale, the Company
recorded a loss on disposition of $15.7 million in the first quarter of fiscal year 2010, which included
transaction-related costs of approximately $4.2 million. These costs are recorded to loss on disposal of subsidiaries
within the Condensed Consolidated Statements of Operations, which is a component of operating income. Jabil
Circuit Automotive had net revenue and an operating loss of $15.5 million and $1.4 million, respectively from the
beginning of the 2010 fiscal year through the date of disposition.

b. French and Italian Subsidiaries

On July 16, 2010, the Company sold its operations in Italy as well as its remaining operations in France to an
unrelated third party. Divested operations, inclusive of four sites and approximately 1,500 employees, had net
revenues and an operating loss of $298.6 million and $39.6 million, respectively, from the beginning of the 2010
fiscal year through the date of disposition.

In connection with this transaction, the Company provided an aggregate $25.0 million working capital loan to the
disposed operations and agreed to provide for the aggregate potential reimbursement of up to $10.0 million in
restructuring costs dependent upon the occurrence of certain future events. The working capital loan bears interest on
a quarterly basis at LIBOR plus 500 basis points and is repayable over approximately 44 months dependent upon the
achievement of certain specified quarterly financial results of the disposed operations, which if not met, would result
in the forgiveness of all or a portion of the loan. Accordingly, dependent on the occurrence of such future events, the
Company may incur up to an additional $28.5 million of charges. As a result of this sale, the Company recorded a loss
on disposition of $8.9 million in the fourth quarter of fiscal year 2010, which included transaction-related costs of
$1.7 million and a charge of $6.5 million in order to record the working capital loan at its respective fair value at
August 31, 2010 based upon a discounted cash flow analysis (Level 3). These costs were recorded to loss on disposal
of subsidiaries within the Consolidated Statements of Operations during the fourth quarter of fiscal year 2010, which
is a component of operating income.

Note 14. New Accounting Guidance
a. Recently Adopted Accounting Guidance

In October 2009, the Financial Accounting Standards Board (the FASB ) issued new accounting guidance for
revenue arrangements with multiple deliverables. This guidance impacts the determination of when the individual
deliverables included in a multiple-element arrangement may be treated as separate units of accounting. Additionally,
this new accounting guidance modifies the manner in which the transaction consideration is allocated across the
separately identified deliverables by no longer permitting the residual method of allocating arrangement consideration.
The new guidance was effective for the Company prospectively for revenue arrangements entered into or materially
modified beginning in the first quarter of fiscal year 2011. The adoption of this guidance did not have a significant
impact on the Company s Condensed Consolidated Financial Statements.

In June 2009, the FASB amended its guidance on accounting for variable interest entities (  VIE ). The new
accounting guidance resulted in a change in the Company s accounting policy effective September 1, 2010. Among
other things, the new guidance requires a qualitative rather than a quantitative analysis to determine the primary
beneficiary of a VIE, requires continuous assessments of whether an enterprise is the primary beneficiary of a VIE,
enhances disclosures about an enterprise s involvement with a VIE and amends certain guidance for determining
whether an entity is a VIE. Under the new guidance, a VIE must be consolidated if the enterprise has both (a) the
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power to direct the activities of the VIE that most significantly impact the entity s economic performance and (b) the
obligation to absorb losses or the right to receive benefits from the VIE that could potentially be significant to the
VIE. The adoption of this guidance did not have a significant impact on the Company s Condensed Consolidated
Financial Statements.
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In June 2009, the FASB issued new accounting guidance on accounting for transfers of financial assets. This new
guidance became effective for the Company on September 1, 2010. This guidance amends previous guidance by
eliminating the concept of a qualifying special-purpose entity, creating more stringent conditions for reporting a
transfer of a portion of a financial asset as a sale, clarifying other sale-accounting criteria and changing the initial
measurement of a transferor s interest in transferred financial assets. Additionally, the guidance requires extensive new
disclosure regarding an entity s involvement in a transfer of financial assets. As a result of the adoption of this new
guidance, the accounts receivable transferred under the asset-backed securitization program, prior to amendment on
November 5, 2010, no longer qualified for sale treatment and as such were accounted for as secured borrowings.
During the first quarter of fiscal year 2011, the program was amended to again be accounted for as a sale. The
amended program allows the Company to continuously sell a designated pool of trade accounts receivable to a
wholly-owned subsidiary, which in turn sells 100% of the eligible receivables to conduits, administered by
unaffiliated financial institutions. Refer to Note 8 =~ Trade Accounts Receivable Securitization and Sale Programs.
b. Recently Issued Accounting Guidance

In July 2010, the FASB issued new disclosure guidance related to the credit quality of financing receivables and
the allowance for credit losses. This guidance will require companies to provide more information about the credit
quality of their financing receivables in the disclosures to the financial statements including, but not limited to,
significant purchases and sales of financing receivables, aging information and credit quality indicators. The Company
will adopt this accounting standard upon its effective date for periods ending on or after December 15, 2010. This
accounting guidance is not expected to have a significant impact on the Company s Condensed Consolidated Financial
Statements.

Note 15. Subsequent Events

The Company has evaluated subsequent events that occurred through the date of the filing of the Company s first
quarter Form 10-Q.

On December 7, 2010, the Company amended and restated its five-year $800.0 million revolving credit facility
(the Amended and Restated Credit Facility ). The Amended and Restated Credit Facility provides for a revolving credit
in the amount of $1.0 billion, subject to potential increases up to $1.3 billion, and expires on December 7, 2015.
Interest and fees on the Amended and Restated Credit Facility advances are based on the Company s non-credit
enhanced long-term senior unsecured debt rating as determined by S&P and Moody s. Interest is charged at a rate
equal to either 0.40% to 1.50% above the base rate or 1.40% to 2.50% above the Eurocurrency rate, where the base
rate represents the greatest of Citibank, N.A. s prime rate, 0.50% above the federal funds rate or 1.0% above
one-month LIBOR, and the Eurocurrency rate represents the adjusted London Interbank Offered Rate for the
applicable interest period, each as more fully described in the Agreement. Fees include a facility fee based on the
revolving credit commitments of the lenders and a letter of credit fee based on the amount of outstanding letters of
credit. The Company, along with its subsidiaries, are subject to the following financial covenants: (1) a maximum
ratio of (a) Debt (as defined in the credit agreement) to (b) Consolidated EBITDA (as defined in the credit agreement)
and (2) a minimum ratio of (a) Consolidated EBITDA to (b) interest payable on, and amortization of debt discount in
respect of, debt and loss on sales of trade accounts receivables pursuant to our securitization program. In addition, the
Company is subject to other covenants, such as: limitation upon liens; limitation upon mergers, etc.; limitation upon
accounting changes; limitation upon subsidiary debt; limitation upon sales, etc. of assets; limitation upon changes in
nature of business; payment restrictions affecting subsidiaries; compliance with laws, etc.; payment of taxes, etc.;
maintenance of insurance; preservation of corporate existence, etc.; visitation rights; keeping of books; maintenance
of properties, etc.; transactions with affiliates; and reporting requirements.
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JABIL CIRCUIT, INC. AND SUBSIDIARIES
References in this report to the Company,  Jabil, we, our, or us mean Jabil Circuit, Inc. together
with its subsidiaries, except where the context otherwise requires. This Quarterly Report on Form 10-Q contains
certain statements that are, or may be deemed to be, forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended (the Securities Act ) and Section 21E of the Securities Exchange Act of 1934,
as amended (the Exchange Act ) which are made in reliance upon the protections provided by such acts for
forward-looking statements. These forward-looking statements (such as when we describe what will,  may, or
should occur, what we plan, intend, estimate, believe, expect or anticipate will occur, and other
similar statements) include, but are not limited to, statements regarding future sales and operating results, future
prospects, anticipated benefits of proposed (or future) acquisitions and new facilities, growth, the capabilities and
capacities of business operations, any financial or other guidance and all statements that are not based on historical
fact, but rather reflect our current expectations concerning future results and events. We make certain assumptions
when making forward-looking statements, any of which could prove inaccurate, including, but not limited to,
statements about our future operating results and business plans. Therefore, we can give no assurance that the results
implied by these forward-looking statements will be realized. Furthermore, the inclusion of forward-looking
information should not be regarded as a representation by the Company or any other person that future events, plans
or expectations contemplated by the Company will be achieved. The ultimate correctness of these forward-looking
statements is dependent upon a number of known and unknown risks and events, and is subject to various
uncertainties and other factors that may cause our actual results, performance or achievements to be different from
any future results, performance or achievements expressed or implied by these statements. The following important
factors, among others, could affect future results and events, causing those results and events to differ materially from
those expressed or implied in our forward-looking statements:
business conditions and growth or declines in our customers industries, the electronic manufacturing services
industry and the general economy;

variability of our operating results;

our dependence on a limited number of major customers,

the potential consolidation of our customer base, and the potential movement by some of our customers of a
portion of their manufacturing from us in order to more fully utilize their excess internal manufacturing
capacity;

availability of components;

our dependence on certain industries;

our production levels are subject to the variability of customer requirements, including seasonal influences on
the demand for certain end products;

our substantial international operations, and the resulting risks related to our operating internationally;

our ability to successfully negotiate definitive agreements and consummate acquisitions, and to integrate
operations following the consummation of acquisitions;

our ability to take advantage of our past, current and possible future restructuring efforts to improve

utilization and realize savings and whether any such activity will adversely affect our cost structure, our ability
to service customers and our labor relations;
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our ability to maintain our engineering, technological and manufacturing process expertise;

other economic, business and competitive factors affecting our customers, our industry and our business
generally; and

other factors that we may not have currently identified or quantified.

For a further list and description of various risks, relevant factors and uncertainties that could cause future results
or events to differ materially from those expressed or implied in our forward-looking statements, see the Risk
Factors and Management s Discussion and Analysis of Financial Condition and Results of Operations sections
contained in this document, as well as our Annual Report on Form 10-K for the fiscal year ended August 31, 2010,
any subsequent reports on Form 10-Q and Form 8-K and other filings with the Securities and Exchange Commission.
Given these risks and uncertainties, the reader should not place undue reliance on these forward-looking statements.

All forward-looking statements included in this Quarterly Report on Form 10-Q are made only as of the date of
this Quarterly Report on Form 10-Q, and we do not undertake any obligation to publicly update or correct any
forward-looking statements to reflect events or circumstances that subsequently occur, or of which we hereafter
become aware. You should read this document and the documents that we incorporate by reference into this Quarterly
Report on Form 10-Q completely and with the understanding that our actual future results may be materially different
from what we expect. We may not update these forward-looking statements, even if our situation changes in the future.
All forward-looking statements attributable to us are expressly qualified by these cautionary statements.
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Item 2: MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS
Overview

We are one of the leading providers of worldwide electronic manufacturing services and solutions. We provide
comprehensive electronics design, production and product management services to companies in the aerospace,
automotive, computing, consumer, defense, industrial, instrumentation, medical, networking, peripherals, solar,
storage and telecommunications industries. We serve our customers primarily with dedicated business units that
combine highly automated, continuous flow manufacturing with advanced electronic design and design for
manufacturability. We currently depend upon a relatively small number of customers for a significant percentage of
our revenue, net of estimated return costs ( net revenue ). Based on net revenue, for the three months ended
November 30, 2010 our largest customers currently include Apple Inc., Cisco Systems, Inc., EchoStar Corporation,
General Electric Company, Hewlett-Packard Company, International Business Machines Corporation, NetApp, Inc.,
Pace plc, Research in Motion Limited and Sony Corporation. For the three months ended November 30, 2010, we had
net revenues of approximately $4.1 billion and net income attributable to Jabil Circuit, Inc. of approximately
$106.7 million.

We offer our customers comprehensive electronics design, production and product management services that are
responsive to their manufacturing and supply chain management needs. Our business units are capable of providing
our customers with varying combinations of the following services:

integrated design and engineering;

component selection, sourcing and procurement;

automated assembly;

design and implementation of product testing;

parallel global production;

enclosure services;

systems assembly, direct order fulfillment and configure to order; and

aftermarket services.

We currently conduct our operations in facilities that are located in Austria, Belgium, Brazil, China, England,
Germany, Hungary, India, Ireland, Japan, Malaysia, Mexico, The Netherlands, Poland, Russia, Scotland, Singapore,
Taiwan, Turkey, Ukraine, the U.S. and Vietnam. Our global manufacturing production sites allow customers to
manufacture products simultaneously in the optimal locations for their products. Our services allow customers to
improve supply-chain management, reduce inventory obsolescence, lower transportation costs and reduce product
fulfillment time. We have identified our global presence as a key to assessing our business opportunities.

On September 1, 2010, we reorganized our business into the following three segments: Diversified Manufacturing
Services ( DMS ), Enterprise & Infrastructure ( E&I ) and High Velocity Systems ( HVS ). Our DMS segment is
composed of dedicated resources to manage higher complexity global products in regulated industries and bring
materials and process technologies including design and aftermarket services to our global customers. Our E&I and
HVS segments offer integrated global supply chain solutions designed to provide cost effective solutions for our
customers. Our E&I segment is focused on our customers primarily in the computing, storage, networking and
telecommunication sectors. Our HVS segment is focused on the particular needs of the consumer products industry,
including mobility, display, set-top boxes and peripheral products such as printers and point of sale terminals.

The industry in which we operate is composed of companies that provide a range of manufacturing and design
services to companies that utilize electronics components. The industry experienced rapid change and growth through
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the 1990s as an increasing number of companies chose to outsource an increasing portion, and, in some cases, all of
their manufacturing requirements. In mid-2001, the industry s revenue declined as a result of significant cut-backs in
customer production requirements, which was consistent with the overall downturn in the technology sector at the
time. In response to this downturn in the technology sector, we implemented restructuring programs to reduce our cost
structure and further align our manufacturing capacity with the geographic production demands of our customers.
Industry revenues generally began to stabilize in 2003 and companies turned to outsourcing versus internal
manufacturing. In addition, the number of industries serviced, as well as the market penetration in certain industries,
by electronic manufacturing service providers has increased over the past several years. In mid-2008, the industry s
revenue declined when a deteriorating macro-economic environment resulted in illiquidity in the overall credit
markets and a significant economic downturn in
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the North American, European and Asian markets. In response to this downturn, we implemented additional
restructuring programs to reduce our cost structure and further align our manufacturing capacity with the geographic
production demands of our customers.

Though significant uncertainty remains regarding the extent and timing of the economic recovery, we continue to
see signs of stabilization as the overall credit markets have significantly improved and it appears that the global
economic stimulus programs put in place are having a positive impact, particularly in China. We will continue to
monitor the current economic environment and its potential impact on both the customers that we serve as well as our
end-markets and closely manage our costs and capital resources so that we can respond appropriately as circumstances
continue to change. Also, as a result of the relatively recent negative economic conditions, some of our customers
have moved a portion of their manufacturing from us in order to more fully utilize their excess internal manufacturing
capacity. Possible future movements of business from us may negatively affect our results of operations.

Summary of Results

Net revenues for the first quarter of fiscal year 2011 increased approximately 32.2% to $4.1 billion compared to
$3.1 billion for the same period of fiscal year 2010. These increases are primarily due to increased revenue from
existing customers and programs as our customers confidence in their markets strengthen and their end-customers
demand levels increase, as well as new customer wins and new program wins with existing customers.

The following table sets forth, for the three month period indicated, certain key operating results and other
financial information (in thousands, except per share data).

Three months ended

November November
30, 30,
2010 2009
Net revenue $4,082,181 $ 3,088,256
Gross profit $ 310,591 $ 231,776
Operating income $ 156,000 $ 66,264
Net income attributable to Jabil Circuit, Inc $ 106,677 $ 28,288
Income per share basic $ 0.50 $ 0.13
Income per share diluted $ 0.49 $ 0.13
Cash dividend per share declared $ 0.07 $ 0.07

Key Performance Indicators

Management regularly reviews financial and non-financial performance indicators to assess the Company s
operating results. The following table sets forth, for the quarterly periods indicated, certain of management s key
financial performance indicators:

Three months ended

November August May February
30, 31, 31, 28,
2010 2010 2010 2010
Sales cycle 16 days 17 days 16 days 17 days
Inventory turns 7 turns 7 turns 7 turns 7 turns
Days in trade accounts receivable 26 days 33 days 33 days 35 days
Days in inventory 52 days 53 days 50 days 51 days
Days in accounts payable 62 days 69 days 67 days 69 days

The sales cycle is calculated as the sum of days in trade accounts receivable and days in inventory, less the days in
accounts payable; accordingly, the variance in the sales cycle quarter over quarter is a direct result of changes in these
indicators. During the three months ended November 30, 2010, days in trade accounts receivable decreased seven
days to 26 days as compared to the prior sequential quarter as a result of the adoption of new accounting guidance
related to the transfer of financial assets, coupled with an amendment to the asset-backed securitization program
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during the first quarter of fiscal year 2011, which resulted in a deferred purchase price receivable being recorded to
prepaid expenses and other current assets on the Condensed Consolidated Balance Sheets at November 30, 2010 as
compared to a retained interest on receivables sold which was recorded to trade accounts receivable on the Condensed
Consolidated Balance Sheets at August 31, 2010. Refer to Note 8 Trade Accounts Receivable Securitization and Sale
Programs and Note 14 ~ New Accounting Guidance to the Condensed Consolidated Financial Statements for further
details. During the three months ended November 30, 2010, days in inventory decreased one day to 52 days and
inventory turns remained constant at seven turns as compared to the prior sequential quarter primarily due to increased
sales activity during the quarter. During
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the three months ended November 30, 2010, days in accounts payable decreased seven days to 62 days as compared to
the prior sequential quarter, as a result of the timing of purchases and cash payments during the quarter.
Critical Accounting Policies and Estimates

The preparation of our Condensed Consolidated Financial Statements and related disclosures in conformity with
U.S. generally accepted accounting principles ( U.S. GAAP ) requires management to make estimates and judgments
that affect our reported amounts of assets and liabilities, revenues and expenses, and related disclosures of contingent
assets and liabilities. On an on-going basis, we evaluate our estimates and assumptions based upon historical
experience and various other factors and circumstances. Management believes that our estimates and assumptions are
reasonable under the circumstances; however, actual results may vary from these estimates and assumptions under
different future circumstances. We have identified the following critical accounting policies that affect the more
significant judgments and estimates used in the preparation of our Condensed Consolidated Financial Statements. For
further discussion of our significant accounting policies, refer to Note 1 ~ Description of Business and Summary of
Significant Accounting Policies to the Consolidated Financial Statements in our Annual Report on Form 10-K for the
fiscal year ended August 31, 2010.

Revenue Recognition

We derive revenue principally from the product sales of electronic equipment built to customer specifications. We
also derive revenue to a lesser extent from aftermarket services, design services and excess inventory sales. Revenue
from product sales and excess inventory sales is generally recognized, net of estimated product return costs, when
goods are shipped; title and risk of ownership have passed; the price to the buyer is fixed or determinable; and
recoverability is reasonably assured. Aftermarket service related revenue is recognized upon completion of the
services. Design service related revenue is generally recognized upon completion and acceptance by the respective
customer. We assume no significant obligations after product shipment.

Allowance for Doubtful Accounts

We maintain an allowance for doubtful accounts related to receivables not expected to be collected from our
customers. This allowance is based on management s assessment of specific customer balances, considering the age of
receivables and financial stability of the customer. If there is an adverse change in the financial condition and
circumstances of our customers, or if actual defaults are higher than provided for, an addition to the allowance may be
necessary.

Inventory Valuation

We purchase inventory based on forecasted demand and record inventory at the lower of cost or market.
Management regularly assesses inventory valuation based on current and forecasted usage, customer inventory-related
contractual obligations and other lower of cost or market considerations. If actual market conditions or our customers
product demands are less favorable than those projected, additional valuation adjustments may be necessary.
Long-Lived Assets

We review property, plant and equipment and amortizable intangible assets for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of
property, plant and equipment is measured by comparing its carrying value to the undiscounted projected cash flows
that the asset(s) or asset group(s) are expected to generate. If the carrying amount of an asset or an asset group is not
recoverable, we recognize an impairment loss based on the excess of the carrying amount of the long-lived asset over
its respective fair value, which is generally determined as either the present value of estimated future cash flows or the
appraised value. The impairment analysis is based on significant assumptions of future results made by management,
including revenue and cash flow projections. Circumstances that may lead to impairment of property, plant and
equipment include unforeseen decreases in future performance or industry demand and the restructuring of our
operations resulting from a change in our business strategy or adverse economic conditions.

We have recorded intangible assets, including goodwill, in connection with business acquisitions. Estimated useful
lives of amortizable intangible assets are determined by management based on an assessment of the period over which
the asset is expected to contribute to future cash flows. The fair value of acquired amortizable intangible assets
impacts the amounts recorded as goodwill.
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We perform a goodwill impairment analysis using the two-step method on an annual basis and whenever events or
changes in circumstances indicate that the carrying value may not be recoverable. The recoverability of goodwill is
measured at the reporting unit level, which we have determined to be consistent with our operating segments, by
comparing the reporting unit s carrying amount, including goodwill, to the fair value of the reporting unit. We
determine the fair value of our reporting units based on an average weighting of both projected discounted future
results and the use of comparative market multiples. If the carrying amount of the reporting unit exceeds its fair value,
goodwill is considered impaired and a second test is performed to measure the amount of loss, if any.
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We completed our annual impairment test for goodwill during the fourth quarter of fiscal year 2010 and
determined that the fair values of our reporting units are substantially in excess of the carrying values and that no
impairment existed as of the date of the impairment test. In addition, on September 1, 2010, we reorganized our
business into the DMS, E&I and HVS segments. In doing so, we reassigned goodwill to the new reporting units
(which are deemed to be consistent with our segments) and were required to perform an interim goodwill impairment
test based on these new reporting units. Based on this interim goodwill impairment test, we determined that the fair
values of our new reporting units are substantially in excess of the carrying values and no impairment existed as of the
date of the interim impairment test.

Restructuring and Impairment Charges

We have recognized restructuring and impairment charges related to reductions in workforce, re-sizing and closure
of certain facilities and the transition of production from certain facilities into other new and existing facilities. These
charges were recorded pursuant to formal plans developed and approved by management and our Board of Directors.
The recognition of restructuring and impairment charges requires that we make certain judgments and estimates
regarding the nature, timing and amount of costs associated with these plans. The estimates of future liabilities may
change, requiring additional restructuring and impairment charges or the reduction of liabilities already recorded. At
the end of each reporting period, we evaluate the remaining accrued balances to ensure that no excess accruals are
retained and the utilization of the provisions are for their intended purpose in accordance with the restructuring
programs.

Retirement Benefits

We have pension and postretirement benefit costs and liabilities in certain foreign locations that are developed
from actuarial valuations. Actuarial valuations require management to make certain judgments and estimates of
discount rates, compensation rate increases and return on plan assets. We evaluate these assumptions on a regular
basis taking into consideration current market conditions and historical market data. The discount rate is used to state
expected future cash flows at a present value on the measurement date. This rate represents the market rate for
high-quality fixed income investments. A lower discount rate increases the present value of benefit obligations and
increases pension expense. When considering the expected long-term rate of return on pension plan assets, we take
into account current and expected asset allocations, as well as historical and expected returns on plan assets. Other
assumptions include demographic factors such as retirement, mortality and turnover. For further discussion of our
pension and postretirement benefits, refer to Note 9  Retirement Benefits to the Condensed Consolidated Financial
Statements.

Income Taxes

We estimate our income tax provision in each of the jurisdictions in which we operate, a process that includes
estimating exposures related to examinations by taxing authorities. We must also make judgments regarding the
ability to realize the deferred tax assets. The carrying value of our net deferred tax assets is based on our belief that it
is more likely than not that we will generate sufficient future taxable income in certain jurisdictions to realize these
deferred tax assets. A valuation allowance has been established for deferred tax assets that we do not believe meet the

more likely than not criteria. We assess whether an uncertain tax position taken or expected to be taken in a tax return
meets the threshold for recognition and measurement in the Condensed Consolidated Financial Statements. Our
judgments regarding future taxable income as well as tax positions taken or expected to be taken in a tax return may
change due to changes in market conditions, changes in tax laws or other factors. If our assumptions and consequently
our estimates change in the future, the valuation allowances and/or tax reserves established may be increased or
decreased, resulting in a respective increase or decrease in income tax expense.

The Internal Revenue Service ( IRS ) completed its field examination of our tax returns for the fiscal years 2003
through 2005 and issued a Revenue Agent s Report ( RAR ) on April 30, 2010 proposing adjustments primarily related
to: (1) certain costs that we treated as corporate expenses and that the IRS proposes be charged out to our foreign
affiliates and (2) certain purported intangible values the IRS felt were transferred to certain of our foreign subsidiaries
free of charge. If the IRS ultimately prevails in its positions, our additional income tax payment due for the fiscal
years 2003 through 2005 would be approximately $69.3 million before utilization of any tax attributes arising in
periods subsequent to fiscal year 2005. In addition, the IRS will likely make similar claims in future audits with
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respect to these types of transactions (at this time, determination of the additional income tax due for these later years
is not practicable). Also, the IRS has proposed interest and penalties with respect to fiscal years 2003 through 2005,
and we anticipate the IRS may seek to impose interest and penalties in subsequent years with respect to the same types
of issues.

We disagree with the proposed adjustments and intend to vigorously contest this matter through applicable IRS and
judicial procedures, as appropriate. As the final resolution of the proposed adjustments remains uncertain, we continue
to provide for the uncertain tax position based on the more likely than not standards. Accordingly, we did not record
any significant additional tax liabilities related to this RAR on the Condensed Consolidated Balance Sheets during the
three months ended November 30, 2010. While the resolution of the issues may result in tax liabilities, interest and
penalties, which are significantly higher than the amounts provided for this matter, we currently believe that the
resolution will not have a material effect on our financial position or liquidity.
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Despite this belief, an unfavorable resolution, particularly if the IRS successfully asserts similar claims for later years,
could have a material effect on our results of operations and financial condition (particularly in the quarter in which
any adjustment is recorded or any tax is due or paid). For further discussion related to our income taxes, refer to Note
12 Income Taxes to the Condensed Consolidated Financial Statements, Risk Factors We are subject to the risk of
increased taxes and Note4  Income Taxes to the Consolidated Financial Statements in our Annual Report on Form
10-K for the fiscal year ended August 31, 2010.
Stock-Based Compensation

We recognize stock-based compensation expense within our Condensed Consolidated Statements of Operations
related to stock appreciation rights using a lattice model to determine the fair value. Option pricing models require the
input of subjective assumptions, including the expected life of the option or stock appreciation right, risk-free rate,
expected dividend yield and the price volatility of the underlying stock. Judgment is also required in estimating the
number of stock awards that are expected to vest as a result of satisfaction of time-based vesting schedules or the
achievement of certain performance or market conditions. If actual results or future changes in estimates differ
significantly from our current estimates, stock-based compensation expense could increase or decrease. For further
discussion of our stock-based compensation, refer to Note 4 - Stock-Based Compensation to the Condensed
Consolidated Financial Statements.
Recent Accounting Guidance

See Note 14 ~ New Accounting Guidance to the Condensed Consolidated Financial Statements for a discussion of
recent accounting guidance.
Results of Operations

The following table sets forth, for the periods indicated, certain statements of operations data expressed as a
percentage of net revenue:

Three months ended

November November
30, 30,
2010 2009
Net revenue 100.0% 100.0%
Cost of revenue 92.4% 92.5%
Gross profit 7.6% 7.5%
Operating expenses:
Selling, general and administrative 3.6% 4.3%
Research and development 0.1% 0.2%
Amortization of intangibles 0.1% 0.2%
Restructuring and impairment charges 0.1%
Loss on disposal of subsidiaries 0.5%
Operating income 3.8% 2.2%
Other (income) expense
Interest income
Interest expense 0.5% 0.7%
Income before income tax 3.3% 1.5%
Income tax expense 0.7% 0.6%
Net income 2.6% 0.9%

Net income attributable to noncontrolling interests, net of income tax expense
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Net income attributable to Jabil Circuit, Inc 2.6% 0.9%

For the Three Months Ended November 30, 2010 Compared to the Three Months Ended November 30, 2009

Net Revenue. Our net revenue for the three months ended November 30, 2010 increased 32.2% to $4.1 billion up
from $3.1 billion for the three months ended November 30, 2009. Specific increases include a 67% increase in the sale
of instrumentation and healthcare products; a 54% increase in the sale of specialized services products; a 29% increase
in the sale of industrial and CleanTech products; a 29% increase in the sale of E&I products; and a 24% increase in
the sale of HVS products. These increases are primarily due to increased revenue from existing customers and
programs as our customers confidence in their markets strengthen and their end-customers demand levels increase, as
well as new customer wins and new program wins with existing customers.
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Generally, we assess revenue on a global customer basis regardless of whether the growth is associated with
organic growth or as a result of an acquisition. Accordingly, we do not differentiate or report separately revenue
increases generated by acquisitions as opposed to existing business. In addition, the added cost structures associated
with our acquisitions have historically been relatively insignificant when compared to our overall cost structure.

The following table sets forth, for the periods indicated, revenue by sector expressed as a percentage of net
revenue. The distribution of revenue across our sectors has fluctuated, and will continue to fluctuate, as a result of
numerous factors, including but not limited to the following: fluctuations in customer demand as a result of recent
recessionary conditions; efforts to de-emphasize the economic performance of certain sectors, most specifically, our
former automotive sector; seasonality in our business; and business growth from new and existing customers. As
discussed in the Overview section, on September 1, 2010, we reorganized our business into the following three
segments: DMS, E&I and HVS. In conjunction with this reorganization, there have been certain reclassifications made
within the reported sectors.

The following table sets forth, for the periods indicated, revenue by segment expressed as a percentage of net
revenue:

Three months ended

November November

30, 30,

2010 2009
DMS
Specialized Services 15% 13%
Industrial & CleanTech 12% 12%
Instrumentation & Healthcare 7% 6%
Total DMS 34% 31%
Total E&I 28% 29%
Total HVS 38% 40%
Total 100 % 100 %

Foreign source revenue represented 86.4% of net revenue for the three months ended November 30, 2010. This is
compared to 86.1% of net revenue for the three months ended November 30, 2009, respectively. We currently expect
our foreign source revenue to remain relatively consistent as compared to current levels over the course of the next
twelve months.

Gross Profit. Gross profit increased to $310.6 million (7.6% of net revenue) for the three months ended
November 30, 2010 from $231.8 million (7.5% of net revenue) for the three months ended November 30, 2009. The
increase in gross profit on an absolute basis and as a percentage of net revenue for the three months ended
November 30, 2010 versus the same period in the prior fiscal year was primarily due to increased revenue from
existing customers and programs as our customers confidence in their markets strengthen and their end-customers
demand levels increase, new customer wins and new program wins with existing customers which allow us to better
utilize capacity and absorb fixed costs, an increased focus on controlling costs and improving productivity and
additional growth in the DMS segment, which typically has higher margins than the E&I and HVS segments.

Selling, General and Administrative. Selling, general and administrative expenses increased to $142.4 million
(3.6% of net revenue) for the three months ended November 30, 2010 from $131.6 million (4.3% of net revenue) for
the three months ended November 30, 2009. This increase is largely due to $5.5 million in incremental stock-based
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compensation expense primarily resulting from retirement eligibility provisions that accelerate the requisite service
period of certain restricted stock awards and an increase in the number of performance-based restricted stock awards
expected to vest and $2.6 million in additional salary expense associated with increased headcount.

Research and Development. Research and development expenses decreased to $5.7 million (0.1% of net revenue)
for the three months ended November 30, 2010 compared to $7.7 million (0.2% of net revenue) for the three months
ended November 30, 2009. The decrease for the three months ended November 30, 2010 is primarily due to the
completion of certain research and development projects which were moved into the production phase.

Amortization of Intangibles. We recorded $6.0 million of amortization of intangible assets for the three months
ended November 30, 2010 as compared to $7.1 million for the three months ended November 30, 2009. The decrease
is primarily attributable to certain intangible assets that became fully amortized since November 30, 2009. For
additional information regarding purchased intangibles, see Note 7  Goodwill and Other Intangible Assets to the
Condensed Consolidated Financial Statements.
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Restructuring and Impairment Charges.

a. 2009 Restructuring Plan

Upon the approval by our Board of Directors, we initiated a restructuring plan in the second quarter of fiscal year
2009 (the 2009 Restructuring Plan ). We have substantially completed restructuring activities under this plan and
expect to incur the remaining costs over the remainder of fiscal year 2011.

During the three months ended November 30, 2010, we recorded $0.1 million of restructuring and impairment
costs compared to charges of $3.5 million of restructuring and impairment costs during the three months ended
November 30, 2009. The charges related to the 2009 Restructuring Plan incurred during the three months ended
November 30, 2010 are primarily related to lease commitment costs.

At November 30, 2010, accrued liabilities of approximately $0.7 million related to the 2009 Restructuring Plan are
expected to be paid over the next twelve months.

The 2009 Restructuring Plan is expected to yield annualized cost savings of approximately $55.0 million. The
majority of these annual cost savings are expected to be reflected as a reduction in cost of revenue, with a small
portion being reflected as a reduction of selling, general and administrative expense. These expected annualized cost
savings reflect a reduction in employee expense of approximately $41.8 million, a reduction in depreciation expense
of approximately $5.9 million, a reduction in lease commitment costs of approximately $0.1 million, a reduction of
other manufacturing costs of approximately $3.8 million and a reduction of selling, general and administrative
expenses of approximately $3.4 million. Of the $55.0 million of expected annualized cost savings, we have realized a
cumulative annualized cost savings of approximately $50.0 million by the end of the first quarter of fiscal year 2011.

As part of the 2009 Restructuring Plan, we have determined that it was more likely than not that certain deferred
tax assets would not be realized as a result of the contemplated restructuring activities. Therefore, we recorded a
valuation allowance of $14.8 million on net deferred tax assets related to the 2009 Restructuring Plan. The valuation
allowance is excluded from the restructuring and impairment charges incurred through November 30, 2010 as it was
recorded to income tax expense within our Condensed Consolidated Statements of Operations.

b. 2006 Restructuring Plan

Upon the approval by our Board of Directors, we initiated a restructuring plan in the fourth quarter of fiscal year
2006 (the 2006 Restructuring Plan ). We have substantially completed restructuring activities under this plan and
expect to incur the remaining costs over the remainder of fiscal year 2011.

During the three months ended November 30, 2010, we recorded approximately $0.3 million of restructuring and
impairment charges compared to a reversal of $0.1 million of restructuring and impairment charges recognized for the
three months ended November 30, 2009. The restructuring and impairment costs for the three months ended
November 30, 2010 are primarily related to lease commitment costs.

At November 30, 2010, liabilities of approximately $0.6 million related to the 2006 Restructuring Plan are
expected to be paid out over the next twelve months. The remaining liability of $2.1 million relates primarily to the
charge for employee severance and termination benefits payments.

Loss on Disposal of Subsidiaries. On October 27, 2009, we sold the operations of Jabil Circuit Automotive, SAS,
an automotive electronic manufacturing subsidiary located in Western Europe to an unrelated third party. In
connection with this sale, we recorded a loss on disposition of approximately $15.7 million, which includes
approximately $4.2 million in transaction costs incurred in connection with the sale during the three months ended
November 30, 2009.

Other (Income) Expense. We recorded other income of $0.2 million and other expense of $1.0 million for the three
months ended November 30, 2010 and 2009, respectively. The increase in other income for the three months ended
November 30, 2010 was primarily due to an incremental gain of $0.6 million associated with the purchase of
receivables from an unrelated third party and an incremental gain of $0.4 million associated with the sale of an
available-for-sale security. In addition, the loss recognized in connection with our trade accounts receivable
securitization and sales programs decreased by $0.3 million compared to the first quarter of fiscal year 2010 due to a
decrease in interest rates, partially off-set by additional sales under trade accounts receivable programs that were
entered into during the third and fourth quarters of fiscal year 2010. For further discussion of our trade accounts
receivable securitization and sales programs, see Note 8  Trade Accounts Receivable Securitization and Sale Programs
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to the Condensed Consolidated Financial Statements.
Interest Income. Interest income remained constant at $0.9 million for the three months ended November 30, 2010
and 2009.
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Interest Expense. Interest expense increased to $22.2 million for the three months ended November 30, 2010 from
$20.1 million for the three months ended November 30, 2009. The increase was primarily due to interest associated
with the issuance of our new 5.625% Senior Notes during the first quarter of fiscal year 2011.

Income Taxes. Income tax expense reflects an effective tax rate of 20.4% for the three months ended November 30,
2010, as compared to an effective tax rate of 37.2% for the three months ended November 30, 2009. The effective tax
rate differs from the previous period due to the sale of the French subsidiary in fiscal year 2010. Also, the tax rate is
predominantly a function of the mix of tax rates in the various jurisdictions in which we do business. Most of our
international operations have historically been taxed at a lower rate than in the U.S., primarily due to tax incentives
granted to our sites in Brazil, China, Hungary, Malaysia, Poland, Singapore and Vietnam. The material tax incentives
expire at various dates through 2020. Such tax incentives are subject to conditions with which we expect to continue
to comply. See Management s Discussion and Analysis of Financial Condition and Results of Operations Critical
Accounting Policies and Estimates Income Taxes , Risk Factors We are subject to the risk of increased taxes and
Note4  Income Taxes to the Consolidated Financial Statements in the Annual Report on Form 10-K for the fiscal year
ended August 31, 2010 for further discussion.

Non-U.S. GAAP Core Financial Measures

The following discussion and analysis of our financial condition and results of operations include certain non-U.S.
GAAP financial measures as identified in the reconciliation below. The non-U.S. GAAP financial measures disclosed
herein do not have standard meaning and may vary from the non-U.S. GAAP financial measures used by other
companies or how we may calculate those measures in other instances from time to time. Non-U.S. GAAP financial
measures should not be considered a substitute for, or superior to, measures of financial performance prepared in
accordance with U.S. GAAP. Also, our core financial measures should not be construed as an inference by us that our
future results will be unaffected by those items which are excluded from our core financial measures.

Management believes that the non-U.S. GAAP core financial measures set forth below are useful to facilitate
evaluating the past and future performance of our ongoing manufacturing operations over multiple periods on a
comparable basis by excluding the effects of the amortization of intangibles, restructuring and impairment charges,
goodwill impairment charges, certain distressed customer charges, loss on disposal of subsidiaries, certain deferred tax
valuation allowance charges and stock-based compensation expense and related charges. Among other uses,
management uses non-U.S. GAAP core financial measures as a factor in determining employee performance when
determining incentive compensation.

We are reporting core operating income and core earnings to provide investors with an additional method for
assessing operating income and earnings, presenting what we believe are our core manufacturing operations. Most of
the items that are excluded for purposes of calculating core operating income and core earnings also impacted certain
balance sheet assets, resulting in all or a portion of an asset being written off without a corresponding recovery of cash
we may have previously spent with respect to the asset. In the case of restructuring charges, we may be making
associated cash payments in the future. In addition, although, for purposes of calculating core operating income and

core earnings, we exclude stock-based compensation expense (which we anticipate continuing to incur in the future)
because it is a non-cash expense, the associated stock issued may result in an increase in our outstanding shares of
stock, which may result in the dilution of our stockholders ownership interest. We encourage you to evaluate these
items and the limitations for purposes of analysis in excluding them.

Included in the table below is a reconciliation of the non-U.S. GAAP financial measures to the most directly
comparable U.S. GAAP financial measures as provided in our Condensed Consolidated Financial Statements (in
thousands):

Three months ended

November November
30, 30,
2010 2009
Operating income (U.S. GAAP) $ 156,000 $ 66,264
Amortization of intangibles 5,969 7,105
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Stock-based compensation and related charges
Restructuring and impairment charges
Loss on disposal of subsidiaries

Core operating income (Non-U.S. GAAP)

33

19,500
432

$181,901

$

13,981
3,435
15,722

106,507
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Three months ended

November November
30, 30,
2010 2009
Net income attributable to Jabil Circuit, Inc. (U.S. GAAP) $106,677 $ 28,288
Amortization of intangibles, net of tax 5,958 7,093
Stock-based compensation and related charges, net of tax 19,005 13,710
Restructuring and impairment charges, net of tax 432 3,438
Loss on disposal of subsidiaries, net of tax 15,722
Core earnings (Non-U.S. GAAP) $132,072 $ 68,251
Earnings per share: (U.S. GAAP)
Basic $ 0.0 $ 0.13
Diluted $ 049 $ 0.13
Core earnings per share: (Non-U.S. GAAP)
Basic $  0.62 $ 0.32
Diluted $ 0.6l $ 0.32
Common shares used in the calculations of earnings per share (U.S. GAAP
& Non-U.S. GAAP):
Basic 214,395 213,665
Diluted 217,405 215,059

Core operating income for the first quarter of fiscal year 2011 increased 70.8% to $181.9 million compared to
$106.5 million for the first quarter of fiscal year 2010. Core earnings increased 93.5% to $132.1 million compared to
$68.3 million for the first quarter of fiscal year 2010. These increases were the result of the same factors described
above in Management s Discussion and Analysis of Financial Condition and Results of Operations  For the Three
Months Ended November 30, 2010 Compared to the Three Months Ended November 30, 2009  Gross Profit.
Acquisitions and Expansion

We have made a number of acquisitions in prior years that were accounted for using the purchase method of
accounting. Our Condensed Consolidated Financial Statements include the operating results of each business from the
date of acquisition. See Risk Factors We have on occasion not achieved, and may not in the future achieve, expected
profitability from our acquisitions.

Seasonality

Production levels for the HVS segment are subject to seasonal influences. We may realize greater net revenue
during our first fiscal quarter due to higher demand for consumer related products manufactured in the HVS segment
during the holiday selling season. Therefore, quarterly results should not be relied upon as necessarily being indicative
of results for the entire fiscal year.

Dividends
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The following table sets forth certain information relating to our cash dividends declared to common stockholders
during fiscal years 2011 and 2010:
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Dividend Information

Total
Cash
Dividend Dividend Dividends Date of Record for Dividend Cash
per
Declaration Date  Share Declared Dividend Payment Payment Date
(in thousands, except for per share data)
Fiscal year 2011: October 25,2010 $ 0.07 $ 15,563 November 15,2010  December 1, 2010
Fiscal year 2010: October 22,2009 $ 0.07 $ 15,186(1) November 16,2009  December 1, 2009
January 22, 2010 $ 007 $ 15,238 February 16, 2010 March 1, 2010
April 14,2010 $ 007 $ 15221 May 17,2010 June 1, 2010
July 22, 2010 $ 0.07 $ 15,247 August 16, 2010 September 1, 2010

(1) Of the $15.2 million in total dividends declared during the first quarter of fiscal year 2010, $14.4 million was
paid out of additional paid-in capital (which represents the amount of dividends declared in excess of the
Company s retained earnings balance at the date that the dividends were declared).

We currently expect to continue to declare and pay quarterly dividends of an amount similar to our past
declarations. However, the declaration and payment of future dividends are discretionary and will be subject to
determination by our Board of Directors each quarter following its review of our financial performance.
Liquidity and Capital Resources

At November 30, 2010, our principle sources of liquidity consisted of cash, available borrowings under our credit
facilities and the accounts receivable securitization and uncommitted sale programs.

The following table sets forth, for the three months ended November 30, 2010, selected consolidated cash flow
information (in thousands):

Three months ended

November November
30, 30,
2010 2009
Net cash (used in) provided by operating activities $ (82,728) $ 74,263
Net cash used in investing activities (108,359) (35,137)
Net cash provided by (used in) financing activities 78,234 (70,406)
Effect of exchange rate changes on cash and cash equivalents (1,322) 7,075
Net decrease in cash and cash equivalents $(114,175) $ (24,205)

Net cash used in operating activities for the three months ended November 30, 2010 was approximately
$82.7 million. This resulted primarily from net income of $107.4 million, a $150.1 million increase in inventories, a
$139.8 million decrease in accounts payable and accrued expenses and a $17.2 million increase in prepaid expenses
and other current assets; which were partially offset by $75.0 million in non-cash depreciation and amortization
expense, $19.5 million in non-cash stock-based compensation expense, a $13.2 million increase in income tax payable
and an $11.2 million decrease in trade accounts receivable. The decrease in accounts payable and accrued expenses
was primarily driven by the timing of purchases and cash payments. The decrease in accounts receivable was
primarily driven by improved cash collections partially offset by increased sales levels. The increase in prepaid
expenses and other current assets was primarily driven by our purchase of receivables from an unrelated third party.
The increase in inventories was primarily due to the ramp up of inventory levels to support new business wins, as well
as raw material shortages due to a constrained materials environment. For further discussion of material shortages see
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Risk Factors We depend on a limited number of suppliers for components that are critical to our manufacturing
processes. A shortage of these components or an increase in their price could interrupt our operations and reduce our
profits, increase our inventory carrying costs, increase our risk of exposure to inventory obsolescence and cause us to
purchase components of a lesser quality.

Net cash used in investing activities for the three months ended November 30, 2010 was $108.4 million. This
consisted primarily of capital expenditures of $101.3 million principally for machinery and equipment for new
business, including new process technology within our DMS segment, maintenance levels of machinery and
equipment and information technology infrastructure upgrades and $14.9 million for the cost of receivables purchased
from an unrelated third party, net of collections; which were partially offset by $5.8 million of proceeds from the
disposal of an available for sale investment and $2.0 million of proceeds from the sale of property and equipment.

Net cash provided by financing activities for the three months ended November 30, 2010 was $78.2 million. This
resulted from our receipt of approximately $1.7 billion of proceeds from borrowings under existing debt agreements,
which primarily included an
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aggregate of $1.1 billion of borrowings under the revolving portion of the Company s five year unsecured credit
facility dated as of July 19, 2007 (the Credit Facility ) and $400.0 million in borrowings as we completed the offering
of $400.0 million in aggregate principal amount of publicly-registered 5.625% senior unsecured notes (the 5.625%
Senior Notes ). This was offset by repayments in an aggregate amount of approximately $1.6 billion during the three
months ended November 30, 2010, which primarily included an aggregate of $1.1 billion of repayments under the
revolving portion of the Credit Facility and $340.0 million under the term portion of the Credit Facility. In addition,

we paid $15.2 million of dividends to stockholders during fiscal year 2011.

We may need to finance day-to-day working capital needs, as well as future growth and any corresponding
working capital needs, with additional borrowings under the Amended and Restated Credit Facility and our other
revolving credit facilities described below, as well as additional public and private offerings of our debt and equity.
Currently, we have a shelf registration statement with the SEC registering the potential sale of an indeterminate
amount of debt and equity securities in the future, from time to time, to augment our liquidity and capital resources.

During the second quarter of fiscal year 2004, we entered into an asset-backed securitization program with a bank,
which originally provided for net cash proceeds at any one time of an amount up to $100.0 million on the sale of
eligible trade accounts receivable of certain domestic operations. Subsequent to fiscal year 2004, several amendments
have adjusted the net cash proceeds available at any one time under the securitization program to an amount of
$300.0 million and extended the program until November 4, 2011. The transactions in this program were historically
accounted for as sales under applicable accounting guidance. Effective September 1, 2010, we adopted new
accounting guidance that resulted in more stringent conditions for reporting the transfer of a financial asset as a sale.
As a result of the adoption of this new guidance the accounts receivable transferred under this program no longer
qualified for sale treatment and as such were accounted for as secured borrowings. During the first quarter of fiscal
year 2011, this program was amended to again account for the transfer of applicable accounts receivable as a sale. The
amended program allows us to continuously sell a designated pool of trade accounts receivable to a wholly-owned
subsidiary, which in turn sells 100% of the eligible receivables to conduits, administered by unaffiliated financial
institutions. This wholly-owned subsidiary is a separate bankruptcy-remote entity and its assets would be available
first to satisfy the claims of the conduits. As the receivables sold are collected, we are able to sell additional
receivables up to the maximum permitted amount under the program. Any portion of the purchase price for the
receivables which is not paid in cash upon the sale taking place is recorded as a deferred purchase price receivable,
which is paid by the conduits from available cash as payments on the receivables are collected. The securitization
program requires compliance with several financial covenants including an interest coverage ratio and debt to
EBITDA ratio, as defined in the securitization agreements. Net receivables sold under this program are excluded from
trade accounts receivable on our Condensed Consolidated Balance Sheets and are reflected as cash provided by
operating activities on our Condensed Consolidated Statements of Cash Flows. We pay a fee on the unused portion of
the program of 0.50% per annum based on the average daily unused aggregate receivables sold during the period and a
usage fee on the utilized portion of the program equal to 0.95% per annum (inclusive of the unused fee) on the average
daily outstanding aggregate receivables sold during the immediately preceding calendar month. The securitization
conduits and the investors in the conduits have no recourse to our assets for failure of debtors to pay when due. We
continue to service, administer and collect the receivables sold under this program and in exchange receive a servicing
fee. Servicing fees recognized during the three months ended November 30, 2010 and 2009 were not material and are
included in other expense within the Condensed Consolidated Statements of Operations. We do not record a servicing
asset or liability as we estimate the fee we receive in return for our obligation to service these receivables is at fair
value. At November 30, 2010, we had sold $485.9 million of eligible trade accounts receivable, which represents the
face amount of total outstanding receivables at that date. In exchange, we received cash proceeds of $260.6 million
and a deferred purchase price receivable of approximately $218.8 million which was recorded at fair value as prepaid
expenses and other current assets on the Condensed Consolidated Balance Sheets. The deferred purchase price
receivable was valued using unobservable inputs (Level 3 inputs), and takes into account the credit quality and
short-term maturity of the related accounts receivable. At November 30, 2009, we had sold $418.8 million of eligible
trade accounts receivable, which represents the face amount of total outstanding receivables at that date. In exchange,
we received cash proceeds of $164.5 million and retained an interest in the receivables of approximately
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$254.3 million. In connection with the securitization program, we recognized interest expense of approximately

$0.5 million during the three months ended November 30, 2010 and prior to execution of the previously discussed
amendment. Additionally, we recognized pretax losses on the sale of receivables of approximately $0.5 million and

$1.0 million during the three months ended November 30, 2010 and 2009, respectively, which are recorded to other
expense within the Condensed Consolidated Statements of Operations. See Note 8 ~ Trade Accounts Receivable
Securitization and Sale Programs and Note 14 ~ New Accounting Guidance to the Condensed Consolidated Financial
Statements.

During the first quarter of fiscal year 2005, we entered into an agreement with an unrelated third party for the
factoring of specific trade accounts receivable of a foreign subsidiary. The factoring of trade accounts receivable
under this agreement is accounted for as a sale. Under the terms of the factoring agreement, we transfer ownership of
eligible trade accounts receivable without recourse to the third party purchaser in exchange for cash. Proceeds on the
transfer reflect the face value of the account less a discount. The discount is recorded as a loss within our Condensed
Consolidated Statements of Operations in the period of the sale. In September 2010, the factoring agreement was
extended through March 31, 2011, at which time it is expected to automatically renew for an additional six-month
period. The receivables sold pursuant to this factoring agreement are excluded from trade accounts receivable on our
Condensed Consolidated Balance Sheets and are reflected as cash provided by operating activities on our Condensed
Consolidated
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Statements of Cash Flows. We continue to service, administer and collect the receivables sold under this program. The
third party purchaser has no recourse to our assets for failure of debtors to pay when due. We had sold $12.0 million
and $19.7 million of trade accounts receivable, which represents the face amount of total outstanding receivables at
November 30, 2010 and 2009, respectively, and in exchange, received cash proceeds of $11.9 million and

$19.7 million at November 30, 2010 and 2009, respectively. The resulting losses on the sales of trade accounts
receivables sold under this factoring agreement were recorded to other expense within the Condensed Consolidated

Statements of Operations.

In fiscal year 2010, we entered into two separate uncommitted accounts receivable sale agreements with banks
which originally allowed us and certain of our subsidiaries to elect to sell and the banks to elect to purchase at a
discount, on an ongoing basis, up to a maximum of $150.0 million and $75.0 million of specific trade accounts
receivable at any one time. The sale programs have been amended to increase the facility limits from $150.0 million to
$200.0 million and from $75.0 million to $100.0 million of specific trade accounts receivable at any one time. The
programs are accounted for as sales. Net receivables sold under the programs are excluded from trade accounts
receivable on the Condensed Consolidated Balance Sheets and are reflected as cash provided by operating activities
on the Condensed Consolidated Statements of Cash Flows. The $200.0 million and $100.0 million sale programs

expire on May 25, 2011 and August 24, 2011, respectively.

We continue to service the receivables sold under each trade accounts receivable sales program in exchange for a
servicing fee. No servicing asset or liability is recorded at the time of sale as we have determined the servicing fee
earned is at a market rate. Servicing costs are recognized as incurred over the servicing period. For the three months
ended November 30, 2010, we had sold $383.7 million of trade accounts receivable pursuant to the agreements
discussed in the immediately preceding two paragraphs. In exchange, we received cash proceeds of $383.4 million.
The resulting loss on the sale of trade accounts receivable sold under this sales program was $0.3 million for three
months ended November 30, 2010 which was recorded to other expense within our Condensed Consolidated

Statements of Operations.

Notes payable and long-term debt outstanding at November 30, 2010 and August 31, 2010 are summarized below

(in thousands):

7.750% Senior Notes due 2016 (a)
8.250% Senior Notes due 2018 (b)
5.625% Senior Notes due 2020 (c)
Borrowings under credit facilities (d)
Borrowings under loans (e)
Securitization program obligations (f)
Miscellaneous borrowings

Total notes payable and long-term debt
Less current installments of notes payable and long-term debt

Notes payable and long-term debt, less current installments

November
30,

2010
302,212
397,235
400,000
108,500

2,260
82,847
5,323

1,298,377
198,928

1,099,449

August 31,
2010

$ 301,782
397,140

73,750
342,380
71,436
8

$ 1,186,496
167,566

$ 1,018,930

(a) During the fourth quarter of fiscal year 2009, we issued a total of $312.0 million, seven-year, publicly-registered
senior unsecured notes (the 7.750% Senior Notes ) at 96.1% of par, resulting in net proceeds of approximately
$300.0 million. The 7.750% Senior Notes mature on July 15, 2016 and pay interest semiannually on January 15
and July 15. Also, the 7.750% Senior Notes are our senior unsecured obligations and rank equally with all other
existing and future senior unsecured debt obligations. We are subject to covenants such as limitations on our
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and/or our subsidiaries ability to: consolidate or merge with, or convey, transfer or lease all or substantially all of
our assets to, another person; create certain liens; enter into sale and leaseback transactions; create, incur, issue,
assume or guarantee funded debt (which only applies to our restricted subsidiaries ); and guarantee any of our
indebtedness (which only applies to our subsidiaries). We are also subject to a covenant requiring our repurchase
of the 7.750% Senior Notes upon a change of control repurchase event.

(b) During the second and third quarters of fiscal year 2008, we issued $250.0 million and $150.0 million,
respectively, of ten-year, unregistered 8.250% notes at 99.965% of par and 97.5% of par, respectively, resulting
in net proceeds of approximately $245.7 million and $148.5 million, respectively. On July 18, 2008, we
completed an exchange whereby all of the outstanding unregistered 8.250% Notes were exchanged for registered
8.250% Notes (collectively the 8.250% Senior Notes ) that are substantially identical to the unregistered notes
except that the 8.250% Senior Notes are registered under the Securities Act and do not have any transfer
restrictions, registration rights or rights to additional special interest.

The 8.250% Senior Notes mature on March 15, 2018 and pay interest semiannually on March 15 and
September 15. The interest rate payable on the 8.250% Senior Notes is subject to adjustment from time to time if
the credit ratings assigned to the 8.250%
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(©)

(d)

(e)

Senior Notes increase or decrease, as provided in the 8.250% Senior Notes. The 8.250% Senior Notes are our
senior unsecured obligations and rank equally with all other existing and future senior unsecured debt obligations.

We are subject to covenants such as limitations on our and/or our subsidiaries ability to: consolidate or merge

with, or convey, transfer or lease all or substantially all of our assets to, another person; create certain liens; enter

into sale and leaseback transactions; create, incur, issue, assume or guarantee any funded debt (which only

applies to our restricted subsidiaries ); and guarantee any of our indebtedness (which only applies to our

subsidiaries). We are also subject to a covenant requiring our repurchase of the 8.250% Senior Notes upon a
change of control repurchase event.

During the first quarter of fiscal year 2011, we issued the 5.625% Senior Notes at par. The net proceeds from the
offering of $400.0 million were used to fully repay the term portion of the Credit Facility and partially repay
amounts outstanding under our foreign asset-backed securitization program. The 5.625% Senior Notes mature on
December 15, 2020. Interest on the 5.625% Senior Notes is payable semiannually on June 15 and December 15
of each year, beginning on June 15, 2011. The 5.625% Senior Notes are our senior unsecured obligations and
rank equally with all other existing and future senior unsecured debt obligations. We are subject to covenants
such as limitations on our and/or our subsidiaries ability to: consolidate or merge with, or convey, transfer or
lease all or substantially all of our assets to, another person; create certain liens; enter into sale and leaseback
transactions; create, incur, issue, assume or guarantee any funded debt (which only applies to our restricted
subsidiaries ); and guarantee any of our indebtedness (which only applies to our subsidiaries). We are also subject
to a covenant requiring our repurchase of the 5.625% Senior Notes upon a change of control repurchase event.

As of November 30, 2010, three of our foreign subsidiaries have entered into credit facilities to finance their
future growth and any corresponding working capital needs. The credit facilities are denominated in U.S. dollars.
The credit facilities incur interest at fixed and variable rates ranging from 1.82% to 4.02% with $108.5 million
outstanding at November 30, 2010.

During the fourth quarter of fiscal year 2007, we entered into the five-year Credit Facility which provided for a
revolving credit portion in the initial amount of $800.0 million, subject to potential increases up to $1.0 billion,
and provided for a term portion in the amount of $400.0 million. During the three months ended November 30,
2010, we borrowed $1.1 billion against the revolving credit portion of the Credit Facility. These borrowings were
repaid in full during the first quarter of fiscal year 2011. A draw in the amount of $400.0 million was made under
the term portion of the Credit Facility in the fourth quarter of fiscal year 2007, and was repaid in full during the
first quarter of fiscal year 2011.

On December 7, 2010, we amended and restated the Credit Facility (the Amended and Restated Credit Facility ).
The Amended and Restated Credit Facility provides for a revolving credit in the amount of $1.0 billion, subject to
potential increases up to $1.3 billion, and expires on December 7, 2015. Some or all of the lenders under the
Amended and Restated Credit Facility and their affiliates have various other relationships with us and our
subsidiaries involving the provision of financial services, including cash management, loans, letter of credit and
bank guarantee facilities, investment banking and trust services. We, along with some of our subsidiaries, have
entered into foreign exchange contracts and other derivative arrangements with certain of the lenders and their
affiliates. In addition, many if not most of the agents and lenders under the Amended and Restated Credit Facility
held positions as agent and/or lender under our Credit Facility. Interest and fees on the Amended and Restated
Credit Facility advances are based on our non-credit enhanced long-term senior unsecured debt rating as
determined by S&P and Moody s. Interest is charged at a rate equal to either 0.40% to 1.50% above the base rate
or 1.40% to 2.50% above the Eurocurrency rate, where the base rate represents the greatest of Citibank, N.A. s
prime rate, 0.50% above the federal funds rate or 1.0% above one-month LIBOR, and the Eurocurrency rate
represents adjusted London Interbank Offered Rate for the applicable interest period, each as more fully
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described in this credit agreement. Fees include a facility fee based on the revolving credit commitments of the
lenders and a letter of credit fee based on the amount of outstanding letters of credit. We, along with our
subsidiaries, are subject to the following financial covenants: (1) a maximum ratio of (a) Debt (as defined in the
credit agreement) to (b) Consolidated EBITDA (as defined in the credit agreement) and (2) a minimum ratio of
(a) Consolidated EBITDA to (b) interest payable on, and amortization of debt discount in respect of, all Debt (as
defined in the credit agreement) and loss on sale of trade accounts receivables pursuant to any of our, or our
subsidiaries, securitization programs. In addition, we are subject to other covenants, such as: limitation upon
liens; limitation upon mergers, etc.; limitation upon accounting changes; limitation upon subsidiary debt;
limitation upon sales, etc. of assets; limitation upon changes in nature of business; payment restrictions affecting
subsidiaries; compliance with laws, etc.; payment of taxes, etc.; maintenance of insurance; preservation of
corporate existence, etc.; visitation rights; keeping of books; maintenance of properties, etc.; transactions with
affiliates; and reporting requirements.

In addition to the loans described above, at November 30, 2010, we have additional loans outstanding to fund
working capital needs. These additional loans total approximately $2.3 million and are denominated in Euros.
The loans are due and payable within 12 months and are classified as short-term on our Condensed Consolidated
Balance Sheets.

During the third quarter of fiscal year 2008, we entered into an asset-backed securitization program with a bank
conduit which originally provided for net borrowings available at any one time of an amount up to
$200.0 million. Subsequent to fiscal year
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2008, certain amendments have adjusted the net borrowing available at any one time to $100.0 million. In connection
with the securitization program certain of our foreign subsidiaries sell, on an ongoing basis, an undivided interest in
designated pools of trade accounts receivable to a special purpose entity, which in turn borrows up to $100.0 million
from a third party bank conduit and grants a security interest in the accounts receivable as collateral for the
borrowings. The securitization program is accounted for as a borrowing. We have the power to direct the activities of
the special purpose entity and the obligation to absorb the majority of the expected losses or the right to receive
benefits from the transfer of trade accounts receivable into the special purpose entity and, as such, are deemed the
primary beneficiary. Accordingly, we consolidate the special purpose entity. The loan balance is calculated based on
the terms of the securitization program agreements. The securitization program requires compliance with several
covenants including a limitation on certain corporate actions such as mergers, consolidations and sale of substantially
all assets. We pay interest at designated commercial paper rates plus a spread. The securitization program, as amended
on March 18, 2010, expires on March 17, 2011. We continue servicing the receivables in the program and in exchange
receive a servicing fee. Servicing fees recognized during the three months ended November 30, 2010 and 2009 were
not material and are included in interest expense within the Condensed Consolidated Statements of Operations. We do
not record a servicing asset or liability on the Condensed Consolidated Balance Sheets as we estimate the fee we
receive in return for our obligation to service these receivables is at fair value. We had $82.8 million and $81.9 million
of debt outstanding under the program at November 30, 2010 and 2009, respectively. In addition, we incurred interest
expense of $0.3 million and $0.7 million recorded within our Condensed Consolidated Statements of Operations
during the three months ended November 30, 2010 and 2009, respectively.

At November 30, 2010 and 2009, we were in compliance with all covenants under the Credit Facility and our
securitization programs.

Our working capital requirements and capital expenditures could continue to increase in order to support future
expansions of our operations through construction of greenfield operations or acquisitions. It is possible that future
expansions may be significant and may require the payment of cash. Future liquidity needs will also depend on
fluctuations in levels of inventory and shipments, changes in customer order volumes and timing of expenditures for
new equipment.

For discussion of our cash management and risk management policies, see Quantitative and Qualitative
Disclosures About Market Risk.

We currently anticipate that during the next 12 months, our capital expenditures will be in the range of
$375.0 million to $425.0 million, principally for machinery and equipment for new business, including new process
technology within our DMS segment, maintenance levels of machinery and equipment and information technology
infrastructure upgrades. We believe that our level of resources, which include cash on hand, available borrowings
under our revolving credit facilities, additional proceeds available under our trade accounts receivable securitization
programs and potentially available under our uncommitted trade accounts receivable sale programs and funds
provided by operations, will be adequate to fund these capital expenditures, the payment of any declared quarterly
dividends, payments for current and future restructuring activities and our working capital requirements for the next
12 months. Our $300.0 million asset-backed securitization program expires in November 2011, our $100.0 million
foreign asset-backed securitization program expires in March 2011 and our $200.0 million and $100.0 million
uncommitted trade accounts receivable sale programs expire in May 2011 and August 2011, respectively, and we may
be unable to renew any or all of them.

Should we desire to consummate significant additional acquisition opportunities or undertake significant additional
expansion activities, our capital needs would increase and could possibly result in our need to increase available
borrowings under our revolving credit facilities or access public or private debt and equity markets. There can be no
assurance, however, that we would be successful in raising additional debt or equity on terms that we would consider
acceptable.

Our contractual obligations for short and long-term debt arrangements, future interest on notes payable and
long-term debt, future minimum lease payments under non-cancelable operating lease arrangements, estimated future
benefit payments to plan and capital commitments as of November 30, 2010 are summarized below. We do not
participate in, or secure financing for, any unconsolidated limited purpose entities. We generally do not enter into
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non-cancelable purchase orders for materials until we receive a corresponding purchase commitment from our
customer. Non-cancelable purchase orders do not typically extend beyond the normal lead time of several weeks at
most. Purchase orders beyond this time frame are typically cancelable.

Payments due by period (in thousands)

Less than
1 After 5
Total year 1-3 years 4-5 years years

Contractual Obligations
Notes payable and long-term debt $1,298,377 $ 198,928 $ 2 $ $ 1,099,447
Future interest on notes payable and
long-term debt (a) 609,899 80,565 161,352 161,131 206,851
Operating lease obligations 189,899 48,418 70,081 38,694 32,706
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Payments due by period (in thousands)

Less than
1 After 5
Total year 1-3 years 4-5 years years

Estimated future benefit payments
to plan 51,251 4,404 9,382 9,531 27,934
Capital commitments (b)

Total contractual cash obligations
(c) $2,149,426 $ 332,315 $ 240,817 $ 209,356 $1,366,938

(a) At November 30, 2010, our notes payable and long-term debt pay interest at predominately fixed rates.

(b) During the first quarter of fiscal year 2009, we committed $10.0 million to an independent private equity limited
partnership which invests in companies that address resource limits in energy, water and materials (commonly
referred to as the CleanTech sector). Of that amount, we have invested $4.8 million as of November 30, 2010.
The remaining commitment of $5.2 million is callable over the next 33 months by the general partner. As the
capital calls have no specified timing, this commitment has been excluded from the above table as we cannot
currently determine when such commitment calls will occur.

(c) At November 30, 2010, we have $0.6 million and $89.4 million recorded as a current and a long-term liability,
respectively, for uncertain tax positions. We are not able to reasonably estimate the timing of payments, or the
amount by which our liability for these uncertain tax positions will increase or decrease over time, and
accordingly, this liability has been excluded from the above table.
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Item 3: QUANTITATIVE AND QUALITATIVE DISCL.OSURES ABOUT MARKET RISK

Foreign Currency Exchange Risks

We transact business in various foreign countries and are, therefore, subject to risk of foreign currency exchange
rate fluctuations. We enter into forward contracts to economically hedge transactional exposure associated with
commitments arising from trade accounts receivable, trade accounts payable, intercompany transactions and fixed
purchase obligations denominated in a currency other than the functional currency of the respective operating entity.
We do not intend to use derivative financial instruments for speculative purposes. All derivative instruments are
recorded on our Condensed Consolidated Balance Sheets at their respective fair values. At November 30, 2010, except
for certain foreign currency contracts, with a notional amount outstanding of $43.5 million and a fair value of
$0.6 million recorded in prepaid and other current assets and $0.6 million recorded in accrued expenses, we have
elected not to prepare and maintain the documentation required for the transactions to qualify as accounting hedges
and, therefore, changes in fair value are recorded within our Condensed Consolidated Statements of Operations.

The aggregate notional amount of outstanding contracts at November 30, 2010 that do not qualify as accounting
hedges was $420.0 million. The fair value of these contracts amounted to a $9.5 million asset recorded in prepaid and
other current assets and a $6.0 million liability recorded to accrued expenses on our Condensed Consolidated Balance
Sheets. The forward contracts will generally expire in less than four months, with five months being the maximum
term of the contracts outstanding at November 30, 2010. Upon expiration of the contracts, the change in fair value will
be reflected in cost of revenue within our Condensed Consolidated Statements of Operations. The forward contracts
are denominated in Brazilian real, British pounds, Chinese yuan renminbis, Euros, Hungarian forints, Indian rupees,
Japanese yen, Malaysian ringgits, Mexican pesos, Polish zlotys, Russian rubles, Singapore dollars and U.S. dollars.
Interest Rate Risk

A portion of our exposure to market risk for changes in interest rates relates to our domestic investment portfolio.
We do not, and do not intend to, use derivative financial instruments for speculative purposes. We place cash and cash
equivalents with various major financial institutions. We protect our invested principal funds by limiting default risk,
market risk and reinvestment risk. We mitigate these risks by generally investing in investment grade securities and by
frequently positioning the portfolio to try to respond appropriately to a reduction in credit rating of any investment
issuer, guarantor or depository to levels below the credit ratings dictated by our investment policy. The portfolio
typically includes only marketable securities with active secondary or resale markets to ensure portfolio liquidity. At
November 30, 2010, there were no significant outstanding investments.

We pay interest on several of our outstanding borrowings at interest rates that fluctuate based upon changes in
various base interest rates. There were $191.3 million in borrowings outstanding under these facilities at
November 30, 2010. See Management s Discussion and Analysis of Financial Condition and Results of Operations
Liquidity and Capital Resources and Note 10 ~ Notes Payable and Long-Term Debt to the Condensed Consolidated
Financial Statements for additional information regarding our outstanding debt obligations.

Item 4: CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We carried out an evaluation required by Rules 13a-15 and 15d-15 under the Exchange Act (the Evaluation ), under
the supervision and with the participation of our President and Chief Executive Officer ( CEO ) and Chief Financial
Officer ( CFO ), of the effectiveness of our disclosure controls and procedures as defined in Rules 13a-15 and 15d-15
under the Exchange Act ( Disclosure Controls ) as of November 30, 2010. Based on the Evaluation, our CEO and CFO
concluded that the design and operation of our Disclosure Controls were effective to ensure that information required
to be disclosed by us in reports that we file or submit under the Exchange Act is (i) recorded, processed, summarized
and reported within the time periods specified in SEC rules and forms, and (ii) accumulated and communicated to our
senior management, including our CEO and CFO, to allow timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting

For our fiscal quarter ended November 30, 2010, we did not identify any modifications to our internal control over
financial reporting that have materially affected, or are reasonably likely to materially affect, our internal control over
financial reporting.
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Our internal control over financial reporting, including our internal control documentation and testing efforts,
remain ongoing to ensure continued compliance with the Exchange Act. For our fiscal quarter ended November 30,
2010, we identified certain internal controls that management believed should be modified to improve them. These
improvements include further formalization of policies and procedures, improved segregation of duties, additional
information technology system controls and additional monitoring
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controls. We are making improvements to our internal control over financial reporting as a result of our review efforts.
We have reached our conclusions set forth above, notwithstanding those improvements and modifications.
Limitations on the Effectiveness of Controls and Other Matters

Our management, including our CEO and CFO, does not expect that our Disclosure Controls and internal control
over financial reporting will prevent all error and all fraud. A control system, no matter how well conceived and
operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met.
Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of
controls must be considered relative to their costs. Because of the inherent limitations in all control systems, no
evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the
Company have been detected. These inherent limitations include the realities that judgments in decision-making can
be faulty, and that breakdowns can occur because of simple error or mistake. Additionally, controls may be
circumvented by the individual acts of some persons, by collusion of two or more people, or by management override
of the control.

The design of any system of controls also is based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential
future conditions; over time, a control may become inadequate because of changes in conditions, or the degree of
compliance with the policies or procedures may deteriorate. Because of the inherent limitations in a cost-effective
control system, misstatements due to error or fraud may occur and not be detected.

Notwithstanding the foregoing limitations on the effectiveness of controls, we have nonetheless reached the
conclusions set forth above on our disclosure controls and procedures and our internal control over financial reporting.
CEO and CFO Certifications

Exhibits 31.1 and 31.2 are the Certifications of the CEO and the CFO, respectively. The Certifications are required
in accordance with Section 302 of the Sarbanes-Oxley Act of 2002 (the Section 302 Certifications ). This Item of this
report, which you are currently reading is the information concerning the Evaluation referred to in the Section 302
Certifications and this information should be read in conjunction with the Section 302 Certifications for a more
complete understanding of the topics presented.

PART II. OTHER INFORMATION
Item 1: LEGAL PROCEEDINGS

We are party to certain lawsuits in the ordinary course of business. We do not believe that these proceedings,
individually or in the aggregate, will have a material adverse effect on our financial position, results of operations or
cash flows.
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Item 1A: Risk Factors

As referenced, this Quarterly Report on Form 10-Q includes certain forward-looking statements regarding various
matters. The ultimate correctness of those forward-looking statements is dependent upon a number of known and
unknown risks and events, and is subject to various uncertainties and other factors that may cause our actual results,
performance or achievements to be different from those expressed or implied by those statements. Undue reliance
should not be placed on those forward-looking statements. The following important factors, among others, as well as
those factors set forth in our other SEC filings from time to time, could affect future results and events, causing results
and events to differ materially from those expressed or implied in our forward-looking statements.

Our operating results may fluctuate due to a number of factors, many of which are beyond our control.

Our annual and quarterly operating results are affected by a number of factors, including:

adverse changes in current macro-economic conditions, both in the U.S. and internationally;

the level and timing of customer orders;

the level of capacity utilization of our manufacturing facilities and associated fixed costs;

the composition of the costs of revenue between materials, labor and manufacturing overhead;

price competition;

changes in demand for our products or services;

changes in demand in our customers end markets;

our exposure to financially troubled customers;

our level of experience in manufacturing a particular product;

the degree of automation used in our assembly process;

the efficiencies achieved in managing inventories and fixed assets;

fluctuations in materials costs and availability of materials;

adverse changes in political conditions, both in the U.S. and internationally, including among other things,
adverse changes in tax laws and rates (and the governments interpretations thereof), adverse changes in trade
policies and adverse changes in fiscal and monetary policies;

seasonality in customers product requirements; and

the timing of expenditures in anticipation of increased sales, customer product delivery requirements and
shortages of components or labor.

The volume and timing of orders placed by our customers vary due to variation in demand for our customers
products; our customers attempts to manage their inventory; electronic design changes; changes in our customers
manufacturing strategies; and acquisitions of or consolidations among our customers. In addition, our sales associated
with consumer-related products are subject to seasonal influences. We may realize greater revenue during our first
fiscal quarter due to high demand for consumer products during the holiday selling season. In the past, changes in
customer orders that reduce net revenue have had a significant effect on our results of operations as a result of our
overhead remaining relatively fixed while our net revenue decreased. Any one or a combination of these factors could
adversely affect our annual and quarterly results of operations in the future. See Management s Discussion and
Analysis of Financial Condition and Results of Operations  Results of Operations.

Because we depend on a limited number of customers, a reduction in sales to any one of our customers could
cause a significant decline in our revenue.

For the three months ended November 30, 2010, our five largest customers accounted for approximately 46% of
our net reven