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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark one)

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

For the quarterly period ended November 30, 2009
or

o 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
(State or other jurisdiction of

incorporation or organization)

38-1886260
(I.R.S. Employer

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 þ       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 o       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 þ Accelerated filer o Non-accelerated filer o 
(Do not check if a smaller

reporting company)

Smaller reporting
company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
o       No þ

As of December 22, 2009, there were 216,955,048 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

(in thousands)
(Unaudited)

November
30, August 31,

2009 2009
ASSETS

Current assets:
Cash and cash equivalents $ 852,067 $ 876,272
Trade accounts receivable, net of allowance for doubtful accounts of $15,218
at November 30, 2009 and $15,510 at August 31, 2009 1,392,344 1,260,962
Inventories 1,416,881 1,226,656
Prepaid expenses and other current assets 282,647 247,795
Income taxes receivable 44,988 37,448
Deferred income taxes 25,909 27,693

Total current assets 4,014,836 3,676,826

Property, plant and equipment, net of accumulated depreciation of $1,132,406
at November 30, 2009 and $1,131,765 at August 31, 2009 1,338,682 1,377,729
Goodwill 25,301 25,120
Intangible assets, net of accumulated amortization of $99,272 at November 30,
2009 and $98,772 at August 31, 2009 126,188 131,168
Deferred income taxes 56,331 49,673
Other assets 58,913 57,342

Total assets $ 5,620,251 $ 5,317,858

LIABILITIES AND EQUITY
Current liabilities:
Current installments of notes payable, long-term debt and long-term lease
obligations $ 147,111 $ 197,575
Accounts payable 2,210,740 1,938,009
Accrued expenses 572,025 537,851
Income taxes payable 17,137 11,831
Deferred income taxes 358 660

Total current liabilities 2,947,371 2,685,926

Notes payable, long-term debt and long-term lease obligations, less current
installments 1,037,408 1,036,873
Other liabilities 67,910 70,124
Income tax liability 84,086 78,348
Deferred income taxes 6,479 4,178
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Total liabilities 4,143,254 3,875,449

Commitments and contingencies
Equity:
Jabil Circuit, Inc. stockholders� equity:
Common stock, $.001 par value, authorized 500,000,000 shares; issued and
outstanding 208,774,956 at November 30, 2009 and 208,022,841 at August 31,
2009 217 217
Additional paid-in capital 1,440,020 1,455,214
Retained earnings (accumulated deficit) 28,791 (13,700)
Accumulated other comprehensive income 206,966 196,972
Treasury stock at cost, 8,902,034 shares at November 30, 2009 and 8,683,917
shares at August 31, 2009 (206,829) (203,541)

Total Jabil Circuit, Inc. stockholders� equity 1,469,165 1,435,162
Noncontrolling interests 7,832 7,247

Total equity 1,476,997 1,442,409

Total liabilities and equity $ 5,620,251 $ 5,317,858

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)

Three months ended
November

30,
November

30,
2009 2008

Net revenue $ 3,088,256 $ 3,382,509
Cost of revenue 2,856,480 3,158,796

Gross profit 231,776 223,713
Operating expenses:
Selling, general and administrative 131,553 131,662
Research and development 7,697 5,655
Amortization of intangibles 7,105 8,035
Restructuring and impairment charges 3,435 621
Goodwill impairment charges � 317,700
Loss on disposal of subsidiary 15,722 �

Operating income (loss) 66,264 (239,960)
Other expense 1,038 2,364
Interest income (907) (2,307)
Interest expense 20,116 23,734

Income (loss) before income taxes 46,017 (263,751)
Income tax expense 17,136 12,363

Net income (loss) 28,881 (276,114)
Net income (loss) attributable to noncontrolling interests, net of income tax
expense 593 (257)

Net income (loss) attributable to Jabil Circuit, Inc. $ 28,288 $ (275,857)

Earnings (Loss) Per Share:
Income/(loss) attributable to the stockholders of Jabil Circuit, Inc.:
Basic $ 0.13 $ (1.34)

Diluted $ 0.13 $ (1.34)

Weighted average shares outstanding:
Basic 213,665 206,411

Diluted 215,059 206,411

Cash dividends declared per common share $ 0.07 $ 0.07
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See accompanying notes to Condensed Consolidated Financial Statements.
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JABIL CIRCUIT, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(in thousands)
(Unaudited)

Three months ended
November

30,
November

30,
2009 2008

Net income (loss) $ 28,881 $ (276,114)

Other comprehensive income (loss):
Foreign currency translation adjustment 7,722 (149,028)
Change in fair market value of derivative instruments, net of tax 1,284 �
Amortization of loss on hedge arrangements, net of tax 988 600

Comprehensive income (loss) $ 38,875 $ (424,542)
Comprehensive income (loss) attributable to noncontrolling interests 593 (257)

Comprehensive income (loss) attributable to Jabil Circuit, Inc. $ 38,282 $ (424,285)

     Accumulated foreign currency translation gains were $246.4 million at November 30, 2009 and $238.7 million at
August 31, 2009. Foreign currency translation adjustments primarily consist of adjustments to consolidate subsidiaries
that use a local 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 STATEMENTS OF CASH FLOWS

(in thousands)
(Unaudited)

Three months ended
November

30, November 30,
2009 2008

Cash flows from operating activities:
Net income (loss) $ 28,881 $ (276,114)
Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities:
Depreciation and amortization 73,058 71,556
Recognition of deferred grant proceeds (489) (528)
Amortization of loss on hedge arrangement 988 600
Amortization of bond issuance costs and discount 923 355
Recognition of stock-based compensation expense 13,981 14,818
Deferred income taxes (199) (8,272)
Restructuring and impairment charges 3,435 621
Non-cash goodwill impairment charges � 317,700
Provision of allowance for doubtful accounts and notes receivable 234 439
Excess tax (benefit) shortage from options exercised (85) 43
Loss (gain) on sale of property 2,823 (459)
Loss on disposal of subsidiary 12,756 �
Change in operating assets and liabilities, exclusive of net assets acquired:
Trade accounts receivable (156,935) (259,929)
Inventories (186,429) (128,468)
Prepaid expenses and other current assets (32,411) (87,256)
Other assets 672 (1,321)
Accounts payable and accrued expenses 310,213 315,203
Income taxes payable 2,847 7,684

Net cash provided by (used in) operating activities 74,263 (33,328)

Cash flows from investing activities:
Cash paid for business and intangible asset acquisitions, net of cash acquired � (400)
Acquisition of property, plant and equipment (37,964) (115,125)
Proceeds from sale of property, plant and equipment 2,827 1,404

Net cash used in investing activities (35,137) (114,121)

Cash flows from financing activities:
Borrowings under debt agreements 942,889 1,075,131
Payments toward debt agreements and capital lease obligations (995,293) (1,096,536)
Dividends paid to stockholders (14,992) (14,739)

193 65
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Net proceeds from issuance of common stock under option and employee
purchase plans
Treasury stock minimum tax withholding (3,288) (231)
Excess tax benefit (shortage) of options exercised 85 (43)

Net cash used in financing activities (70,406) (36,353)

Effect of exchange rate changes on cash and cash equivalents 7,075 (9,239)

Net decrease in cash and cash equivalents (24,205) (193,041)
Cash and cash equivalents at beginning of period 876,272 772,923

Cash and cash equivalents at end of period $ 852,067 $ 579,882

See accompanying notes to Condensed Consolidated Financial Statements.
6
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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, 2009. Results for the three-month period ended
November 30, 2009 are not necessarily an indication of the results that may be expected for the full fiscal year ending
August 31, 2010.
     Certain amounts in the prior periods� financial statements have been reclassified to conform to the current period�s
presentation.
     The Company has evaluated the subsequent events that occurred through January 7, 2010, the date of the filing of
the Company�s first quarter Form 10-Q. No significant events occurred subsequent to the balance sheet date and prior
to the filing of this report that would have a material impact on the Condensed Consolidated Financial Statements.
Note 2. Inventories
     The components of inventories consist of the following (in thousands):

November
30, August 31,

2009 2009

Raw materials $ 1,011,476 $ 878,739
Work in process 249,606 208,266
Finished goods 155,799 139,651

Total inventories $ 1,416,881 $ 1,226,656

Note 3. Earnings (Loss) Per Share and Dividends
a. Earnings (Loss) Per Share
     On September 1, 2009, the Company adopted accounting guidance on earnings per share which provides that
unvested share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents,
whether paid or unpaid, be considered participating securities and therefore are included in the computation of
earnings per share pursuant to the two-class method. For the Company, participating securities consist of unvested
restricted stock awards. All prior-period earnings per share data has been retrospectively adjusted as required.
     The Company calculates its basic earnings (loss) per share by dividing net income (loss) 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 (loss) per share
is calculated in a similar manner, but includes the effect of dilutive securities. To the extent these securities are
anti-dilutive, they are excluded from the calculation of diluted earnings (loss) per share. The following table sets forth
the calculations of basic and diluted earnings (loss) per share attributable to the stockholders of Jabil Circuit, Inc. (in
thousands, except per share data):

Three months ended
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November
30,

November
30,

2009 2008
Numerator:
Net income (loss) attributable to Jabil Circuit, Inc. $ 28,288 $ (275,857)

Denominator for basic and diluted earnings (loss) per share:
Weighted-average common shares outstanding 208,360 206,411
Share-based payment awards classified as participating securities 5,305 �(2)

Denominator for basic earnings (loss) per share 213,665 206,411

7
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Three months ended
November

30,
November

30,
2009 2008

Dilutive common shares issuable under the employee stock purchase plan and
upon exercise of stock options and stock appreciation rights 301 �
Dilutive unvested non-participating restricted stock awards 1,093 �

Weighted-average common shares outstanding � diluted 215,059(1) 206,411(3)

Earnings (Loss) Per Share:
Income/(loss) attributable to the stockholders of Jabil Circuit, Inc.:
Basic $ 0.13 $ (1.34)

Diluted $ 0.13 $ (1.34)

(1) For the three
months ended
November 30,
2009, options to
purchase
6,688,903
shares of
common stock
and 7,997,567
stock
appreciation
rights were
excluded from
the computation
of diluted
earnings per
share as their
effect would
have been
anti-dilutive.

(2) For the three
months ended
November 30,
2008, 6,645,187
participating
securities were
excluded from
the computation
of loss per share
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due to the net
loss for the
period.

(3) For the three
months ended
November 30,
2008, no
potential
common shares
relating to the
Company�s
equity awards
were included in
the computation
of diluted loss
per share as
their effect
would have
been
anti-dilutive
given the
Company�s net
loss for the
period.
Accordingly,
17,541,647
common share
equivalents
which consist of
stock options
and restricted
stock awards,
and 8,048,099
stock
appreciation
rights were
excluded from
the computation
of diluted loss
per share.

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, 2009 and 2008:

Dividend Information

Total cash

Dividend Dividend dividends
Date of record

for Dividend cash
declaration

date
per

share declared
dividend
payment payment date
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(in thousands, except for per share data)

Fiscal year 2009:
October 24,

2008 $ 0.07 $ 14,916
November 17,

2008
December 1,

2008

Fiscal year 2010:
October 22,

2009 $ 0.07 $ 15,186(1)

November 16,
2009

December 1,
2009

(1) Of the
$15.2 million in
total dividends
declared during
the first fiscal
quarter of 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 $14.0 million and $14.8 million of gross stock-based compensation expense, which is
included in selling, general and administrative expenses in the Condensed Consolidated Statements of Operations for
the three months ended November 30, 2009 and 2008, respectively. The Company recorded tax effects related to the
stock-based compensation expense of $0.3 million and $4.2 million which is included in income tax expense in the
Condensed Consolidated Statements of Operations for the three months ended November 30, 2009 and 2008,
respectively. Included in the stock-based compensation expense recognized by the Company is $1.0 million and
$0.9 million related to the Company�s employee stock purchase plan (�ESPP�) during the three months ended
November 30, 2009 and 2008, 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, 2009 and 2008, $0.3 million of stock-based compensation expense was classified as inventory costs on
the Condensed Consolidated Balance Sheets.

8
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     Cash received from exercises under all share-based payment arrangements, including the Company�s ESPP, for the
three months ended November 30, 2009 and 2008 was $0.2 million and $0.1 million, respectively. The proceeds for
the three months ended November 30, 2009 and 2008 were offset by $3.3 million and $0.2 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 218,102 shares and 23,988 shares during the three months ended
November 30, 2009 and 2008, respectively, of the Company�s common stock. 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.
     As described in Note 6 � �Commitments and Contingencies,� the Company is involved in a putative shareholder class
action lawsuit and has received a subpoena from the U.S. Attorney�s office for the Southern District of New York in
connection with certain historical stock option grants. The Company has cooperated and intends to continue to
cooperate with the U.S. Attorney�s office. The Company cannot, however, predict the outcome of the litigation or that
investigation.
a. Stock Option and Stock Appreciation Right Plans
     The Company�s 1992 Stock Option Plan (the �1992 Plan�) provided for the granting to employees of incentive stock
options within the meaning of Section 422 of the Internal Revenue Code and for the granting of non-statutory stock
options to employees and consultants of the Company. A total of 23,440,000 shares of common stock were reserved
for issuance under the 1992 Plan. The 1992 Plan was adopted by the Board of Directors in November of 1992 and was
terminated in October 2001 with the remaining shares transferred into a new plan created in fiscal year 2002.
     In October 2001, the Company established a new Stock Option Plan (the �2002 Incentive Plan�). The 2002 Incentive
Plan was adopted by the Board of Directors in October 2001 and approved by the stockholders in January 2002. The
2002 Incentive Plan provides for the granting of incentive stock options within the meaning of Section 422 Internal
Revenue Code and non-statutory stock options, as well as restricted stock, stock appreciation rights and other
stock-based awards. The 2002 Incentive Plan has a total of 33,608,726 shares reserved for grant, including 2,608,726
shares that were transferred from the 1992 Plan when it was terminated in October 2001, 7,000,000 shares authorized
in January 2002, 10,000,000 shares authorized in January 2004, 7,000,000 shares authorized in January 2006,
3,000,000 shares authorized in August 2007, 2,500,000 shares authorized in January 2008 and 1,500,000 shares
authorized in January 2009. The Company also adopted sub-plans under the 2002 Incentive Plan for its United
Kingdom employees (the �CSOP Plan�) and for its French employees (the �FSOP Plan�). The CSOP Plan and FSOP Plan
are tax advantaged plans for the Company�s United Kingdom and French employees, respectively. Shares are issued
under the CSOP Plan and FSOP Plan from the authorized shares under the 2002 Incentive Plan.
     The 2002 Incentive Plan provides that the exercise price of all stock options and stock appreciation rights
(collectively known as �Options�) generally shall be no less than the fair market value of shares of common stock on the
date of grant. Exceptions to this general rule apply to grants of stock appreciation rights, grants of Options intended to
preserve the economic value of stock option and other equity-based interests held by employees of acquired entities,
and grants of Options intended to provide a material inducement for a new employee to commence employment with
the Company. It is and has been the Company�s intention for the exercise price of Options granted under the 2002
Incentive Plan to be at least equal to the fair market value of shares of common stock on the date of grant. However,
as we previously discussed in Note 2 � �Stock Option Litigation and Restatements� to the Consolidated Financial
Statements in the Annual Report on Form 10-K for the fiscal year ending August 31, 2006, a certain number of
Options were identified that had a measurement date based on the date that the Compensation Committee or
management (as appropriate) decided to grant the Options, instead of the date that the terms of such grants became
final, and, therefore, the relating Options had an exercise price less than the fair market value of shares of common
stock on the final date of measurement. As a result, the holders of the Options with an exercise price less than the fair
market value of shares of common stock on the final date of measurement may incur adverse tax consequences. Such
adverse tax consequences relate to the portions of such Options that vest after December 31, 2004 (�Section 409A
Affected Options�) and subject the option holder to accelerated income taxation and a penalty tax under Internal
Revenue Code Section 409A (�Section 409A�).
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     In October 2007, the Board of Directors approved comprehensive procedures governing the manner in which
Options are granted to, among other things, substantially reduce the likelihood that future grants of Options will be
made with an exercise price that is less than the fair market value of shares of common stock on the Option
measurement date for financial accounting and reporting purposes.

9
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     With respect to any participant who owns stock representing more than 10% of the voting power of all classes of
stock of the Company, the exercise price of any incentive stock option granted is to equal at least 110% of the fair
market value on the grant date and the maximum term of the option may not exceed five years. The term of all other
Options under the 2002 Incentive Plan may not exceed ten years. Beginning in fiscal year 2006, Options will
generally vest at a rate of one-twelfth 15 months after the grant date with an additional one-twelfth vesting at the end
of each three-month period thereafter, becoming fully vested after a 48-month period. Prior to this change, Options
generally vested at a rate of 12% after the first six months and 2% per month thereafter, becoming fully vested after a
50-month period.
     The Company applies a lattice valuation model for Options granted subsequent to August 31, 2005, excluding
those granted under the ESPP. The lattice valuation model is a more flexible analysis to value employee Options
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. Prior to this change, the Company used the Black-Scholes model for
valuing Options. The Company uses historical data to estimate the Option exercise and employee departure behavior
used in the lattice valuation model. The expected term of Options granted is derived from the output of the option
pricing model and represents the period of time that Options granted are expected to be outstanding. The risk-free rate
for periods within the contractual term of the Options is based on the U.S. Treasury yield curve in effect at the time of
grant. The volatility used for the lattice model is a constant volatility for all periods within the contractual term of the
Option. The constant volatility is a weighted average of implied volatilities from traded Options and historical
volatility corresponding to the contractual term of the Option. The expected dividend yield of Options granted is
derived based on the expected annual dividend yield over the expected life of the Option expressed as a percentage of
the stock price on the date of grant.
     The weighted-average grant-date fair value per share of Options granted during the three months ended
November 30, 2009 and 2008 was $6.36 and $3.60, respectively. The total intrinsic value of Options exercised during
the three months ended November 30, 2009 and 2008 was $5.1 thousand and $3.6 thousand, respectively. As of
November 30, 2009, there was $18.0 million of unrecognized compensation costs related to non-vested Options that is
expected to be recognized over a weighted-average period of 1.3 years. The total fair value of Options vested during
the three months ended November 30, 2009 and 2008 was $6.3 million and $5.4 million, respectively.
     Following are the weighted-average grant-date and range assumptions, where applicable, used for each respective
period:

Three months ended
November

30,
November

30,
2009 2008

Expected dividend yield 1.9% 4.3%

Risk-free interest rate
0.6% to

3.4%
0.0% to 2.9%

Weighted-average expected volatility 60.2% 68.2%
Weighted-average expected life 5.6 years 6.4 years
     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,
cancelled or expire unexercised. At November 30, 2009 and August 31, 2009, $58.0 thousand and $47.0 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 $11.0 thousand and a gain of $141.0 thousand were recorded in the
Condensed Consolidated Statements of Operations for the three months ended November 30, 2009 and 2008,
respectively, resulting from re-measurement of the awards.
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     At November 30, 2009, the Company had 111,414 Options outstanding that will be settled by the Company with
cash. The Company classifies cash-settled awards as liabilities on the Condensed Consolidated Balance Sheets and
measures these awards at fair value at each reporting date until the award is ultimately settled (i.e. until the Option is
exercised or canceled). All changes in fair value are recorded to the Condensed Consolidated Statements of
Operations at each reporting date. At November 30, 2009 and August 31, 2009, $0.2 million and $0.1 million,
respectively, related to cash settled awards were recorded as a liability on the Condensed Consolidated Balance
Sheets. The Company recognized a loss in the Condensed Consolidated Statements of Operations of $25.0 thousand
for the three months ended November 30, 2009, and a gain of $53.0 thousand for the three months ended
November 30, 2008 to record the awards at fair value.
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     The following table summarizes Option activity from September 1, 2009 through November 30, 2009:

Weighted-
Weighted- Average

Shares Aggregate Average Remaining

Available Options
Intrinsic

Value Exercise Contractual

for Grant Outstanding
(in

thousands) Price
Life

(years)
Balance at September 1, 2009 5,128,096 15,021,674 $ 154 $ 24.04 4.9

Options authorized � �
Options expired (914,596) � $ 22.99
Options granted(1) � 28,570 $ 14.88
Options cancelled 1,074,886 (1,074,886) $ 25.45
Restricted stock awards(2) (4,153,453) �
Options exercised � (14,616) $ 13.21

Balance at November 30, 2009 1,134,933 13,960,742 $ 735 $ 24.09 4.9

Exercisable at November 30, 2009 11,872,231 $ 466 $ 24.13 4.4

(1) Represents
stock
appreciation
rights that will
be settled in
cash.

(2) Represents the
maximum
number of
shares that can
be issued based
on the
achievement of
certain
performance
criteria.

b. Restricted Stock Awards
     Beginning in fiscal year 2005, the Company granted restricted stock awards to certain key employees pursuant to
the 2002 Stock Incentive Plan. The awards granted in fiscal year 2005 vested during the first quarter of fiscal year
2010, which is five years from the date of grant. In fiscal year 2006, the Company began granting certain restricted
stock awards that have performance conditions that will be measured at the end of the employee�s requisite service
period, which provide a range of vesting possibilities from 0% to 200%. The performance-based restricted awards
generally vest on a cliff vesting schedule over a three year period. 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.
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For restricted stock awards with performance conditions, stock-based compensation expense is originally 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.
     During the third quarter of fiscal year 2008, it was determined that 50% of the restricted stock awards that were
granted in fiscal year 2007 with performance conditions would vest. This change in estimate resulted in a reversal of
$6.9 million in stock-based compensation expense from the Condensed Consolidated Statements of Operations in the
third quarter of fiscal year 2008. It was further determined in the fourth quarter of fiscal year 2008 that for restricted
stock awards granted in fiscal year 2007, it was probable that none of the awards would vest, which resulted in an
additional reversal of $7.6 million in stock-based compensation expense from the Condensed Consolidated Statements
of Operations in the fourth quarter of fiscal year 2008. During the second quarter of fiscal year 2009, it was
determined that none of the restricted stock awards that were granted in fiscal year 2008 with performance conditions
would vest. This change in estimate resulted in a reversal of $10.2 million in stock-based compensation expense from
the Condensed Consolidated Statements of Operations in the second quarter of fiscal year 2009. The restricted stock
awards that were granted in fiscal years 2009 and 2010 continue to be recognized based on an estimated 100%
performance goal, the probable outcome.
     The Company began granting time-based restricted stock to employees in fiscal year 2007. The time-based
restricted shares granted generally vest on a graded vesting schedule over three years. 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 upon the quoted market price of the Company�s common stock.
     In fiscal year 2008, the Company began granting certain restricted stock awards with a vesting condition that is tied
to the Standard and Poor�s 500 Composite Index. Such a market condition must be considered in the grant date fair
value of the award with such fair value determination made 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.

11
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     At November 30, 2009, there was $71.7 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 1.8 years.
     The following table summarizes restricted stock activity from September 1, 2009 through November 30, 2009:

Weighted -
Average

Grant-Date
Shares Fair Value

Nonvested balance at September 1, 2009 10,201,552 $ 15.50

Changes during the period
Shares granted(1) 5,712,671 $ 14.25
Shares vested (955,601) $ 15.13
Shares forfeited (1,559,218) $ 28.46

Nonvested balance at November 30, 2009 13,399,404 $ 13.49

(1) Represents the
maximum
number of
shares that can
vest based on
the achievement
of certain
performance
criteria.

c. Employee Stock Purchase and Award Plans
     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 sub-plan under the ESPP for its Indian employees. The
Indian sub-plan is a tax advantaged plan for the Company�s 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 market 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 for the three months ended November 30, 2009
and 2008, respectively. At November 30, 2009, a total of 4,664,702 shares had been issued under the ESPP.
Note 5. Concentration of Risk and Segment Data
a. Concentration of Risk
     The Company operates in 24 countries worldwide. Sales to unaffiliated customers are based on the Company�s
location that provides the electronics design, production, product management or aftermarket services. The following
table sets forth external net revenue, net of intercompany eliminations, and long-lived asset information where
individual countries represent a material portion of the total (in thousands):
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Three months ended
November

30,
November

30,
2009 2008

External net revenue:
Mexico $ 843,129 $ 591,566
China 617,603 835,672
United States 428,882 543,538
Hungary 240,042 203,040
Malaysia 219,570 235,457
Brazil 134,732 161,503
Other 604,298 811,733

$ 3,088,256 $ 3,382,509
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November
30, August 31,

2009 2009
Long-lived assets:
China $ 409,416 $ 413,064
United States 252,697 252,574
Mexico 231,719 247,605
Taiwan 124,956 133,395
Malaysia 100,415 101,246
Poland 97,010 91,188
Hungary 79,243 80,618
India 74,751 76,443
Other 119,964 137,884

$ 1,490,171 $ 1,534,017

     Total foreign source net revenue represented 86.1% of net revenue for the three months ended November 30, 2009
compared to 83.9% for the three months ended November 30, 2008.
     Sales of the Company�s products are concentrated among specific customers. For the three months ended
November 30, 2009, the Company�s five largest customers accounted for approximately 45% of its net revenue and 48
customers accounted for approximately 90% of its net revenue. Sales to the above customers were reported in the
Consumer, Electronic Manufacturing Services (�EMS�) and Aftermarket Services (�AMS�) operating segments.
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, product
management and aftermarket services. Management, including the Chief Executive Officer, evaluates performance
and allocates resources on a divisional basis for manufacturing and service operating segments. The Company�s
operating segments consist of three segments � Consumer, EMS and AMS.
     Net revenue for the operating segments is attributed to the division in which the product is manufactured or service
is performed. An operating segment�s performance is evaluated 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 amortization of intangibles, stock-based
compensation expense, restructuring and impairment charges, goodwill impairment charges, loss on disposal of
subsidiary, other expense, interest income, interest expense, income tax expense or adjustment for net income
(loss) attributable to noncontrolling interests. Total segment assets are defined as trade accounts receivable,
inventories, customer related machinery and equipment, intangible assets and goodwill. All other non-segment assets
are reviewed on a global basis by management. Transactions between operating segments are generally recorded at
amounts that approximate arm�s length.
     The following table sets forth operating segment information (in thousands):

Three months ended
November

30,
November

30,
2009 2008
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Net revenue
Consumer $ 1,221,539 $ 1,228,283
EMS 1,667,194 1,992,492
AMS 199,523 161,734

$ 3,088,256 $ 3,382,509
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Segment income and reconciliation of net
income (loss) before income taxes

Three months ended
November

30,
November

30,
2009 2008

Consumer $ 33,044 $ 44,468
EMS 57,008 46,409
AMS 16,455 10,337

Total segment income 106,507 101,214
Reconciling items:
Stock-based compensation expense 13,981 14,818
Amortization of intangibles 7,105 8,035
Restructuring and impairment charges 3,435 621
Goodwill impairment charges � 317,700
Loss on disposal of subsidiary 15,722 �
Other expense 1,038 2,364
Interest income (907) (2,307)
Interest expense 20,116 23,734

Income (loss) before income taxes $ 46,017 $ (263,751)

November
30, August 31,

2009 2009
Total assets
Consumer $ 1,790,018 $ 1,723,934
EMS 2,100,555 2,017,575
AMS 257,485 280,126
Other non-allocated assets 1,472,193 1,296,223

$ 5,620,251 $ 5,317,858

          See Note 7 � �Restructuring and Impairment Charges� for a discussion of the Company�s restructuring plans
initiated in fiscal years 2009 and 2006.
Note 6. Commitments and Contingencies
a. Legal Proceedings

i. Private Litigation Related to Certain Historical Stock Option Grant Practices
          In April and May of 2006, shareholder derivative lawsuits were filed in State Circuit Court in Pinellas County,
Florida on behalf of a purported shareholder of the Company naming the Company as a nominal defendant, and
naming certain of the Company�s officers and directors as defendants. Those lawsuits were subsequently consolidated
(the �Consolidated State Derivative Action�). The Consolidated State Derivative Action alleged breaches of certain
fiduciary duties to the Company by backdating certain stock option grants between August 1998 and October 2004 to
make it appear that they were granted on a prior date when the Company�s stock price was lower. Subsequently, two
similar federal derivative suits were filed and consolidated in January 2007 into one action (the �Consolidated Federal
Derivative Action�).
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          On May 3, 2006, the Company�s Board of Directors appointed a Special Committee that reviewed the
allegations asserted in all of the above derivative actions and concluded that the evidence did not support a finding of
intentional manipulation of stock option grant pricing by any member of management. In addition, the Special
Committee concluded that it was not in the Company�s best interests to pursue the derivative actions and stated that it
would assert that position on the Company�s behalf in each of the pending derivative lawsuits. The Special Committee
identified certain factors related to the controls surrounding the process of accounting for option grants that
contributed to the accounting errors that led to a restatement of certain of the Company�s historical consolidated
financial statements.
          In September 2007, the Company reached an agreement to resolve the Consolidated State Derivative Action and
the Consolidated Federal Derivative Action that did not involve the Company paying any monetary damages, but it
did adopt several new policies and procedures to improve the process through which equity awards are determined,
approved and accounted for. In April 2008, the State Court entered an order dismissing the Consolidated State Action
and finding that the proposed settlement was fair, adequate and reasonable, and that awarded the plaintiffs� counsel
$700.0 thousand in attorney fees and costs ($575.0 thousand of
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which was paid by the Company�s Directors and Officers insurance carriers and $125.0 thousand of which was paid by
the Company). On April 25, 2008, the Federal Court approved the proposed settlement agreement and dismissed the
Consolidated Federal Action.
          In addition to the derivative actions, on September 18, 2006, a putative shareholder class action was filed in the
U.S. District Court for the Middle District of Florida, Tampa Division against the Company and various present and
former officers and directors, including Forbes I.J. Alexander, Scott D. Brown, Laurence S. Grafstein, Mel S. Lavitt,
Chris Lewis, Timothy Main, Mark T. Mondello, William D. Morean, Lawrence J. Murphy, Frank A. Newman, Steven
A. Raymund, Thomas A. Sansone and Kathleen A. Walters on behalf of a proposed class of plaintiffs comprised of
persons that purchased the Company�s shares between September 19, 2001 and June 21, 2006. A second putative class
action, containing virtually identical legal claims and allegations of fact was filed on October 12, 2006. The two
actions were consolidated into a single proceeding (the �Consolidated Class Action�) and on January 18, 2007, the Court
appointed The Laborers Pension Trust Fund for Northern California and Pension Trust Fund for Operating Engineers
as lead plaintiffs in the action. On March 5, 2007, the lead plaintiffs filed a consolidated class action complaint (the
�Consolidated Class Action Complaint�). The Consolidated Class Action Complaint is purported to be brought on
behalf of all persons who purchased the Company�s publicly traded securities between September 19, 2001 and
December 21, 2006, and names the Company and certain of its current and former officers, including Forbes I.J.
Alexander, Scott D. Brown, Wesley B. Edwards, Chris A. Lewis, Mark T. Mondello, Robert L. Paver and Ronald J.
Rapp, as well as certain of the Company�s directors, Mel S. Lavitt, William D. Morean, Frank A. Newman, Laurence
S. Grafstein, Steven A. Raymund, Lawrence J. Murphy, Kathleen A. Walters and Thomas A. Sansone, as defendants.
The Consolidated Class Action Complaint alleged violations of Sections 10(b), 20(a), and 14(a) of the Securities
Exchange Act of 1934, as amended (the �Exchange Act�), and the rules promulgated thereunder. The Consolidated
Class Action Complaint alleged that the defendants engaged in a scheme to fraudulently backdate the grant dates of
options for various senior officers and directors, causing the Company�s consolidated financial statements to understate
management compensation and overstate net earnings, thereby inflating the Company�s stock price. In addition, the
complaint alleged that the Company�s proxy statements falsely stated that it had adhered to its option grant policy of
granting options at the closing price of its shares on the trading date immediately prior to the date of the grant. Also,
the complaint alleged that the defendants failed to timely disclose the facts and circumstances that led the Company,
on June 12, 2006, to announce that it was lowering its prior guidance for net earnings for the third quarter of fiscal
year 2006. On April 30, 2007, the plaintiffs filed a First Amended Consolidated Class Action Complaint asserting
claims substantially similar to the Consolidated Class Action Complaint it replaced but adding additional allegations
relating to the restatement of earnings previously announced in connection with the correction of errors in the
calculation of compensation expense for certain stock option grants. The Company filed a motion to dismiss the First
Amended Consolidated Class Action Complaint on June 29, 2007. The plaintiffs filed an opposition to the Company�s
motion to dismiss, and the Company then filed a reply memorandum in further support of its motion to dismiss on
September 28, 2007. On April 9, 2008, the Court dismissed the First Amended Consolidated Class Action Complaint
without prejudice and with leave to amend such complaint on or befor e May 12, 2008.
          On May 12, 2008, plaintiffs filed a Second Amended Class Action Complaint. The Second Amended
Class Action Complaint asserts substantially the same causes of action against the same defendants, predicated largely
on the same allegations of fact as in the First Amended Consolidated Class Action Complaint except insofar as the
plaintiffs added KPMG LLP, the Company�s independent registered public accounting firm, as a defendant and added
additional allegations with respect to (a) pre-class period option grants, (b) the professional background of certain
defendants, (c) option grants to non-executive employees, (d) the restatement of the Company�s financial results for
certain periods between 1996 and 2005 and (e) trading by the named plaintiffs and certain of the defendants during the
class period. The Second Amended Class Action Complaint also includes an additional claim for insider trading
against certain defendants pursuant to Rules 10b-5 and 10b5-1 promulgated pursuant to the Exchange Act. The
Company filed a motion to dismiss the Second Amended Class Action Complaint.
          On January 26, 2009, the Court dismissed the Second Amended Class Action Complaint with prejudice. The
plaintiffs appealed this dismissal on February 20, 2009, and oral arguments occurred in December 2009. The
Company believes that the Second Amended Class Action Complaint is without merit and it will continue to
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vigorously defend the action, although no assurance can be given as to the ultimate outcome of any such further
proceedings.

ii. Securities Exchange Commission Informal Inquiry and U.S. Attorney Subpoena Related to Certain Historical
Stock Option Grant Practices
          In addition to the private litigation described above, the Company was notified on May 2, 2006 by the Staff of
the Securities and Exchange Commission (the �SEC�) of an informal inquiry concerning the Company�s stock option
grant practices. In May 2006, the Company received a subpoena from the U.S. Attorney�s office for the Southern
District of New York requesting certain stock option related material. Such information was subsequently provided
and the Company did not hear further from such U.S. Attorney�s office. In addition, the Company�s review of its
historical stock option practices led it to review certain transactions proposed or effected between fiscal years 1999
and 2002 to determine if it properly recognized revenue associated with those transactions. The
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Audit Committee of the Company�s Board of Directors engaged independent legal counsel to assist it in reviewing
certain proposed or effected transactions with certain customers that occurred during this period. The review
determined that there was inadequate documentation to support the Company�s recognition of certain revenues
received during the period. The Company�s Audit Committee concluded that there was no direct evidence that any of
the Company�s employees intentionally made or caused false accounting entries to be made in connection with these
transactions, and the Company concluded that the impact was immaterial. The Company provided the SEC with the
report that this independent counsel produced regarding these revenue recognition issues, the Special Committee�s
report regarding the Company�s stock option grant practices, and the other information requested and cooperated fully
with the Special Committee, the SEC and the U.S. Attorney�s office.
     The Company received a letter from the SEC Division of Enforcement on November 24, 2008, advising the
Company that the Division had completed its investigation and did not intend to recommend that the SEC take any
enforcement action.
iii. Other Litigation
     The Company is party to certain other 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 estimate is re-evaluated periodically for accuracy. A
rollforward of the warranty liability for the three months ended November 30, 2009 and 2008 is as follows (in
thousands):

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

Balance at November 30, 2009 $ 15,397

Amount
Balance at August 31, 2008 $ 9,877
Accruals for warranties 2,664
Settlements made (2,828)

Balance at November 30, 2008 $ 9,713
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Note 7. Restructuring and Impairment Charges
a. 2009 Restructuring Plan
     On January 22, 2009 (the second quarter of fiscal year 2009), the Company�s Board of Directors approved a
restructuring plan to better align the Company�s manufacturing capacity in certain geographies and to reduce its
worldwide workforce in order to reduce operating expenses (the �2009 Restructuring Plan�). These restructuring
activities are intended to address the current market conditions and properly size the Company�s manufacturing
facilities to increase the efficiencies of the Company�s operations. In conjunction with the 2009 Restructuring Plan, the
Company currently expects to recognize approximately $64.0 million in total restructuring and impairment costs,
excluding valuation allowances of $13.1 million on certain net deferred tax assets, primarily over the course of fiscal
years 2009 and 2010. Of this expected total, the Company charged $3.5 million of restructuring and impairment costs
during the three months ended November 30, 2009 to the Condensed Consolidated Statements of Operations. These
charges related to the 2009 Restructuring Plan include approximately $3.2 million related to lease commitment costs
and approximately $0.5 million related to fixed asset impairments, offset by a reversal of approximately $0.2 million
related to previously recognized employee severance and termination benefit costs.
     These restructuring and impairment charges related to the 2009 Restructuring Plan incurred through November 30,
2009 of approximately $57.2 million include cash costs totaling approximately $50.3 million. The cash costs of
approximately $50.3 million consist of employee severance and termination benefit costs of approximately
$46.9 million, lease commitment costs of approximately $3.3 million and other restructuring costs of approximately
$0.1 million. Non-cash costs of approximately $6.9 million primarily represent fixed asset impairment charges related
to the Company�s restructuring activities.
     At November 30, 2009, accrued liabilities of approximately $24.2 million related to the 2009 Restructuring Plan
are expected to be paid over the next twelve months. The remaining liability of approximately $3.6 million is expected
to be paid primarily through fiscal year 2011.
     Employee severance and termination benefit cost reversals of approximately $0.2 million recorded during the three
months ended November 30, 2009 are primarily related to the true-up of the outstanding employee severance and
termination benefit liability, which was recorded during fiscal year 2009. To date, approximately 4,000 employees
have been included in the 2009 Restructuring Plan. The lease commitment costs of approximately $3.2 million
recorded during the three months ended November 30, 2009 primarily relates to a facility in the Americas that was
substantially vacated during the quarter. The Company identified certain fixed assets that have ceased being used by
the Company and, accordingly, recorded a fixed asset impairment charge of $0.5 million for the three months ended
November 30, 2009.
     In addition, as part of the 2009 Restructuring Plan, management 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, the
Company recorded a valuation allowance of $13.1 million on net deferred tax assets for fiscal year 2009. The
valuation allowances are excluded from the table below as they were recorded to income tax expense in the
Condensed Consolidated Statements of Operations.
     The tables below set forth the significant components and activity in the 2009 Restructuring Plan during the three
months ended November 30, 2009 (in thousands):

Asset
Impairment

Charges
and

Liability
Balance at Restructuring

Other
Non-Cash Cash

Liability
Balance at

August 31,
2009

Related
Charges Activity Payments

November 30,
2009

Employee severance and
termination benefits $ 30,845 $ (185) $ 1,144 $ (6,774) $ 25,030
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Lease commitment costs � 3,191 � (424) 2,767
Fixed asset impairment � 499 (499) � �
Other � 36 � (36) �

Total $ 30,845 $ 3,541 $ 645 $ (7,234) $ 27,797
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Asset
Impairment

Charges
and

Liability
Balance at Restructuring

Other
Non-Cash Cash

Liability
Balance at

August 31,
2009

Related
Charges Activity Payments

November 30,
2009

Consumer $ 709 $ (23) $ 24 $ (56) $ 654
EMS 26,298 3,591 505 (4,643) 25,751
AMS 3,838 (27) 116 (2,535) 1,392

Total $ 30,845 $ 3,541 $ 645 $ (7,234) $ 27,797
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b. 2006 Restructuring Plan
     In conjunction with the restructuring plan that was approved by the Company�s Board of Directors in the fourth
quarter of fiscal year 2006 (the �2006 Restructuring Plan�), the Company reversed $0.1 million of previously recognized
restructuring and impairment costs during the three months ended November 30, 2009 compared to a charge of
$0.6 million of restructuring and impairment costs during the three months ended November 30, 2008. The
restructuring and impairment cost reversal for the three months ended November 30, 2009 consists of $0.2 million
related to lease commitment costs, offset by additional employee severance and termination benefit costs of $0.1
million. The restructuring and impairment costs for the three months ended November 30, 2008 include $0.4 million
related to employee severance and termination benefit costs and $0.2 million related to lease commitment costs.
     These restructuring and impairment charges related to the 2006 Restructuring Plan incurred through November 30,
2009 of $207.3 million include cash costs totaling $158.4 million, of which $1.5 million was paid in the fourth quarter
of fiscal year 2006, $64.8 million was paid in fiscal year 2007, $57.2 million was paid in fiscal year 2008,
$27.1 million was paid in fiscal year 2009, $1.8 million was paid in the first quarter of fiscal year 2010 and
$6.0 million is expected to be paid primarily through fiscal year 2011. The cash costs consist of employee severance
and termination benefit costs of approximately $144.0 million, costs related to lease commitments of approximately
$20.6 million and other restructuring costs of approximately $2.1 million. These cash costs were off-set by
approximately $8.3 million of cash proceeds received in connection with facility closure costs. Non-cash costs of
approximately $48.9 million primarily represent fixed asset impairment charges related to the Company�s restructuring
activities.
     At November 30, 2009, accrued liabilities of approximately $2.8 million related to the 2006 Restructuring Plan are
expected to be paid over the next twelve months. The additional remaining accrued liabilities of $3.8 million relate
primarily to the charges for certain lease commitment costs and employee severance and termination benefits
payments that are expected to be paid primarily through fiscal year 2011.
     Employee severance and termination benefits of $0.1 million and $0.4 million recorded in the three months ended
November 30, 2009 and 2008, respectively, are related to the reduction of employees across all functions of the
business in manufacturing facilities in Europe, Asia and the Americas. Approximately 10,500 employees have been
included in the 2006 Restructuring Plan to date. Lease commitment cost reversals of $0.2 million recorded in the three
months ended November 30, 2009 and additional lease commitment costs of $0.2 million recorded in the three months
ended November 30, 2008 primarily relate to future lease payments for facilities that were vacated in the Americas
and Europe.
     The Company has substantially completed restructuring activities under the 2006 Restructuring Plan.
Approximately $1.1 million of remaining contract termination costs are expected to be incurred over the remainder of
fiscal year 2010 and fiscal year 2011.
     In addition, as part of the 2006 Restructuring Plan, management determined that it was more likely than not that
certain entities within foreign jurisdictions would not be able to utilize their deferred tax assets as a result of the
contemplated restructuring activities. Therefore, the Company recorded valuation allowances of $38.8 million on net
deferred tax assets as part of the 2006 Restructuring Plan prior to September 1, 2009. The valuation allowances are
excluded from the table below as they were recorded to income tax expense in the Condensed Consolidated
Statements of Operations. See Note 4 � �Income Taxes� to the Consolidated Financial Statements in the Annual Report
on Form 10-K for the fiscal year ended August 31, 2009 for further discussion of the Company�s net deferred tax assets
and provision for income taxes.
     The tables below set forth the significant components and activity in the 2006 Restructuring Plan during the three
months ended November 30, 2009 (in thousands):

Liability
Balance at Restructuring

Other
Non-Cash Cash

Liability
Balance at

August 31,
2009

Related
Charges Activity Payments

November 30,
2009

$ 5,736 $ 123 $ 239 $ (1,369) $ 4,729
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Employee severance and
termination benefits
Lease commitment costs 2,057 (229) 2 (412) 1,418
Other 419 � 19 � 438

Total $ 8,212 $ (106) $ 260 $ (1,781) $ 6,585
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Asset
Impairment

Charges
and Cash

Liability
Balance at Restructuring

Other
Non-Cash (Payments)

Liability
Balance at

August 31,
2009

Related
Charges Activity Proceeds

November 30,
2009

Consumer $ 3,606 $ 75 $ 158 $ (273) $ 3,566
EMS 4,190 (181) 84 (1,508) 2,585
AMS 416 � 18 � 434

Total $ 8,212 $ (106) $ 260 $ (1,781) $ 6,585
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Note 8. 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 market
value of the reporting unit. The Company consistently determines the fair market value of its 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.
     The Company completed its annual impairment test for goodwill during the fourth quarter of fiscal year 2009 and
determined that no impairment existed as of the date of the impairment test.
     The following table presents the changes in goodwill allocated to the Company�s reportable segments during the
three months ended November 30, 2009 (in thousands):

Balance
at Foreign Balance at

August
31, Currency

November
30,

Reportable Segment 2009 Adjustments Impact 2009
AMS $ 25,120 $ � $ 181 $ 25,301

Total $ 25,120 $ � $ 181 $ 25,301

     Intangible assets consist primarily of contractual agreements and customer relationships, which are being
amortized on a straight-line basis over periods of up to ten 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
2009 and determined that no impairment existed as of the date of the impairment test. 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, 2009 and August 31, 2009 (in thousands):

Gross Net
carrying Accumulated carrying

November 30, 2009 amount amortization amount
Contractual agreements and customer relationships $ 94,127 $ (43,136) $ 50,991
Intellectual property 83,635 (56,136) 27,499
Trade name 47,698 � 47,698

Total $ 225,460 $ (99,272) $ 126,188

Gross Net
carrying Accumulated carrying

August 31, 2009 amount amortization amount
Contractual agreements and customer relationships $ 99,583 $ (46,313) $ 53,270
Intellectual property 83,729 (52,459) 31,270
Trade names 46,628 � 46,628
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Total $ 229,940 $ (98,772) $ 131,168

     The weighted-average amortization period for aggregate net intangible assets at November 30, 2009 is 6.9 years,
which includes a weighted-average amortization period of 9.1 years for net contractual agreements and customer
relationships and a weighted-average amortization period of 4.5 years for net intellectual property.

21

Edgar Filing: JABIL CIRCUIT INC - Form 10-Q

Table of Contents 39



Table of Contents

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

Fiscal year ending August 31, Amount
2010 (remaining nine months) $ 19,006
2011 22,255
2012 14,157
2013 9,000
2014 7,686
Thereafter 6,386

Total $ 78,490

Note 9. Accounts Receivable Securitizations
a. North American 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 domestic operations. Subsequent to fiscal year 2004, several amendments increased the net cash
proceeds available at any one time under the securitization program up to an amount of $250.0 million. The
securitization program is accounted for as a sale. Under the agreement, the Company continuously sells a designated
pool of trade accounts receivable to a wholly-owned subsidiary, which in turn sells an ownership interest in the
receivables to a conduit, administered by an unaffiliated financial institution. This wholly-owned subsidiary is a
separate bankruptcy-remote entity and its assets would be available first to satisfy the creditor claims of the conduit.
As the receivables sold are collected, the Company is able to sell additional receivables up to the maximum permitted
amount under the program. The securitization program requires compliance with several financial covenants including
an interest coverage ratio and debt to EBITDA ratio, as defined in the securitization agreement, as amended. The
securitization agreement, as amended on March 18, 2009 expires on March 17, 2010.
     For each pool of eligible receivables sold to the conduit, the Company retains a percentage interest in the face
value of the receivables, which is calculated based on the terms of the agreement. 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 Company is
assessed a fee on the unused portion of the facility ranging between 0.875% and 0.925% per annum based on the
average daily unused aggregate capital during the period. Further, a usage fee on the utilized portion of the facility is
equal to 1.75% per annum on the average daily outstanding aggregate capital during the immediately preceding
calendar month. The investors and the securitization conduit have no recourse to the Company�s assets for failure of
debtors to pay when due.
     The Company continues servicing the receivables sold. No servicing asset is recorded at the time of sale because
the Company does not receive any servicing fees from third parties or other income related to servicing the
receivables. The Company does not record any servicing liability at the time of sale as the receivable collection period
is relatively short and the costs of servicing the receivables sold over the servicing period are not significant. Servicing
costs are recognized as incurred over the servicing period.
     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. In connection
with the securitization program, the Company recognized pretax losses on the sale of receivables of approximately
$1.0 million during the three months ended November 30, 2009 compared to approximately $2.3 million during the
three months ended November 30, 2008, which are recorded in other expense in the Condensed Consolidated
Statements of Operations.
b. Foreign Asset-Backed Securitization Program
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     On April 7, 2008, the Company entered into an asset-backed securitization program with a bank conduit. In
connection with the securitization program certain of its 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
$200.0 million from the bank conduit to purchase those receivables and in which it grants security interests as
collateral for the borrowings. The securitization program is accounted for as a borrowing. 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 19, 2009, expires on March 18, 2010.
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     At November 30, 2009, the Company had $81.9 million of debt outstanding under the program. In addition, the
Company incurred interest expense of $0.7 million and $2.0 million recorded in the Condensed Consolidated
Statements of Operations during the three months ended November 30, 2009 and 2008, respectively.
c. 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 in the Condensed Consolidated
Statements of Operations in the period of the sale. The factoring agreement was extended in September 2009 and
currently expires on March 31, 2010.
     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.
     At November 30, 2009, the Company had sold $19.7 million of trade accounts receivable, which represents the
face amount of total outstanding receivables at that date. In exchange, the Company received cash proceeds of
$19.7 million. The resulting loss on the sale of trade accounts receivable sold under this factoring agreement was
$22.1 thousand for the three months ended November 30, 2009 and $61.0 thousand for the three months ended
November 30, 2008 which was recorded to other expense in the Condensed Consolidated Statements of Operations.
     In July 2007 and August 2009, the Company entered into separate agreements with unrelated third parties (the
�Purchasers�) for the factoring of specific trade accounts receivable of another foreign subsidiary. The factoring of trade
accounts receivable under these agreements does not meet the criteria for recognition as a sale. Under the terms of the
agreements, the Company transfers ownership of eligible trade accounts receivable to the Purchasers in exchange for
cash; however, as the transaction does not qualify as a sale, the relating trade accounts receivable are included in the
Company�s Condensed Consolidated Balance Sheets until the cash is received by the Purchasers from the Company�s
customer for the trade accounts receivable. The Company had an outstanding liability of approximately $1.7 million
and $1.5 million on the Condensed Consolidated Balance Sheets at November 30, 2009 and August 31, 2009,
respectively, related to these agreements.
Note 10. 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, France, 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

30,
November

30,
2009 2008

Service cost $ 399 $ 520
Interest cost 1,510 1,674
Expected long-term return on plan assets (1,119) (1,193)
Amortization of prior service cost (31) (9)
Recognized actuarial loss 323 328
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Net periodic benefit cost $ 1,082 $ 1,320
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     For the three months ended November 30, 2009, the Company has made contributions of approximately
$0.9 million to its defined benefit pension plans. The Company presently anticipates total fiscal year 2010
contributions to approximate $3.6 million to $4.3 million.
Note 11. Notes Payable, Long-Term Debt and Long-Term Lease Obligations
     Notes payable, long-term debt and long-term lease obligations outstanding at November 30, 2009 and August 31,
2009 are summarized below (in thousands).

November
30, August 31,

2009 2009
5.875% Senior Notes due 2010 (a) $ 5,064 $ 5,064
7.750% Senior Notes due 2016 (b) 300,493 300,063
8.250% Senior Notes due 2018 396,854 396,758
Short-term factoring debt 1,657 1,468
Borrowings under credit facilities 17,080 21,313
Borrowings under loans 381,449 384,485
Securitization program obligations 81,886 125,291
Miscellaneous borrowings 36 6

Total notes payable, long-term debt and long-term lease obligations 1,184,519 1,234,448
Less current installments of notes payable, long-term debt and long-term lease
obligations 147,111 197,575

Notes payable, long-term debt and long-term lease obligations, less current
installments $ 1,037,408 $ 1,036,873

     The $5.1 million of 5.875% senior unsecured notes (the �5.875% 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 cost. The estimated fair value of these senior notes was approximately $5.1 million,
$319.8 million and $422.0 million, respectively, at November 30, 2009. The fair value estimates are based upon
non-binding market quotes that are corroborated by observable market data (level 2 criteria).
a. 5.875% Senior Notes Tender Offer
     During the fourth quarter of fiscal year 2003, the Company issued a total of $300.0 million, seven-year,
publicly-registered 5.875% Senior Notes at 99.803% of par, resulting in net proceeds of approximately
$297.2 million. The 5.875% Senior Notes mature on July 15, 2010 and pay interest semiannually on January 15 and
July 15. The Company is subject to covenants such as: limitation upon its consolidation, merger or sale; limitation
upon its liens; limitation upon its sales and leasebacks; limitation upon its subsidiaries� funded debt; limitation on
guarantees given by its subsidiaries for its indebtedness; its corporate existence; reports; and compliance and notice
requirements. During the fourth quarter of fiscal year 2009, the Company repurchased $294.9 million in aggregate
principal amount of the 5.875% Senior Notes, pursuant to a public cash tender offer, in which it also paid an early
tender premium, accrued interest and associated fees and expenses. The extinguishment of the validly tendered
5.875% Senior Notes resulted in a charge of $10.5 million, which was recorded to other expense in the Condensed
Consolidated Statements of Operations for the fiscal year ended August 31, 2009.
b. 7.750% Senior Notes Offering
     During the fourth quarter of fiscal year 2009, the Company completed its offering of $312.0 million in aggregate
principal amount of publicly-registered 7.750% Senior Notes that mature on July 15, 2016 resulting in net proceeds of
approximately $300.0 million. Interest on the 7.750% Senior Notes is payable on January 15 and July 15 of each year,
beginning on January 15, 2010. The 7.750% 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
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as limitations on the Company�s and/or its subsidiaries� ability to: create certain liens; enter into sale and leaseback
transactions; create, incur, issue, assume or guarantee funded debt (which only applies to the Company�s �restricted
subsidiaries�); guarantee any of its indebtedness (which only applies to its subsidiaries); and consolidate or merge with,
or convey, transfer or lease all or substantially all of the Company�s assets to, another person. The Company is also
subject to a covenant regarding its repurchase of the 7.750% Senior Notes upon a �change of control repurchase event.�
Note 12. 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,
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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 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 in 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. At November 30, 2009,
a hedging relationship existed that related to certain anticipated foreign currency denominated expenses, with an
aggregate notional amount outstanding at November 30, 2009 of $49.4 million. 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
expenses against foreign currency fluctuations. The anticipated foreign currency denominated expenses being hedged
are expected to occur between December 1, 2009 and September 30, 2010.
     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
November 30, 2009 and 2008 was $700.9 million and $1.7 billion, respectively.
     The following table presents the Company�s assets and liabilities related to foreign forward exchange contracts
measured at fair value on a recurring basis as of November 30, 2009, aggregated by the level in the fair-value
hierarchy within which those measurements fall (in thousands):

Level 1 Level 2 Level 3 Total
Assets:
Forward foreign exchange contracts $ � $ 15,894 $ � $ 15,894

Liabilities:
Forward foreign exchange contracts � (9,086) � (9,086)

Total $ � $ 6,808 $ � $ 6,808

     The Company�s forward foreign exchange contracts are measured on a recurring basis based on foreign currency
spot rates and forward rates quoted by banks or foreign currency dealers.
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     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, 2009 (in
thousands):
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Fair Values of Derivative Instruments
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 assets

$ 2,586
Accrued
expense $ �

Derivatives not designated as hedging
instruments

Forward foreign exchange contracts
Prepaid expenses
and
other current assets

$13,308
Accrued
expense $9,086

     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
of Gain

Amount
of Gain

Amount of
Gain Location of Gain (Loss) (Loss)

(Loss)
Recognized

in

(Loss)
Recognized Reclassified from

Reclassified
from Location of Gain

Income
on

Derivative

in OCI on AOCI AOCI (Loss) Recognized in
(Ineffective

Portion

Derivative into Income
into

Income Income on Derivative

and
Amount

Excluded
(Effective
Portion) (Effective Portion)

(Effective
Portion) (Ineffective Portion

from
Effectiveness

Derivatives in Cash

for the
Three

months for the Three months

for the
Three

months and Amount Excluded
Testing)
for the

Flow Hedging

ended
November

30, ended November 30,

ended
November

30, from Effectiveness

Three
months
ended

Relationship 2009 2009 2009 Testing)
November
30, 2009

Forward foreign
exchange contracts $ 1,773 Cost of revenue $ 636 Cost of revenue $ 627
     As of November 30, 2009, the Company estimates that it will reclassify into earnings during the next twelve
months income of approximately $1.5 million from the amounts recorded in AOCI as the anticipated cash flows
occur.

Edgar Filing: JABIL CIRCUIT INC - Form 10-Q

Table of Contents 48



     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, 2009 (in thousands):

Amount of
Gain (Loss)

Recognized in

Location of Gain (Loss) Recognized in

Income on
Derivative for

the Three
Months

Derivatives not designated as hedging instruments Income on Derivative

ended
November 30,

2009
Forward foreign exchange contracts Cost of revenue $ (3,900)
     At November 30, 2009, the Company recognized a net unrealized gain of approximately $4.2 million on forward
foreign exchange contracts not designated as hedging instruments which was recorded to the cost of revenue line in
the Condensed Consolidated Statements of Operations and offset by the change in the fair value of the underlying
hedged assets or liabilities.
b. Interest Rate Risk Management
     The Company enters into interest rate swaps to manage interest rate risk associated with the Company�s variable
rate borrowings. At November 30, 2009, a hedging relationship existed that related to $100.0 million of the Company�s
variable rate debt. The swap is accounted for as a cash flow hedge. This interest rate swap transaction effectively locks
in a fixed interest rate for variable rate interest payments. Under the terms of the swap, the Company will pay a fixed
rate and will receive a variable rate based on the one month USD LIBOR rate plus a credit spread.
     The following table presents the Company�s assets and liabilities related to the interest rate swap measured at fair
value on a recurring basis as of November 30, 2009, 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:
Interest rate swap $ � $ � $ � $ �

Liabilities:
Interest rate swap � (109) � (109)

Total $ � $ (109) $ � $ (109)

     The Company�s interest rate swap is measured on a recurring basis based on the LIBOR forward rate as quoted by
certain financial institutions.
     The following table presents the fair value of the derivative instruments located on the Condensed Consolidated
Balance Sheets utilized for interest rate risk management purposes at November 30, 2009 (in thousands):

Fair Values of Derivative Instruments
Asset Derivatives Liability Derivatives

Balance Sheet Fair Balance Sheet Fair
Location Value Location Value

Derivatives designated as hedging instruments
Interest rate swap Not applicable $    � Accrued expense $(109)
     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
(Loss)

Recognized in
Amount of

Gain
Income on
Derivative

Amount of
Gain

Location of
Gain (Loss) (Loss)

(Ineffective
Portion

(Loss)
Recognized

Reclassified
from

Reclassified
from

Location of
Gain

and Amount
Excluded

in OCI on AOCI AOCI
(Loss)

Recognized in
from

Effectiveness

Derivative into Income into Income
Income on
Derivative Testing)

(Effective
Portion)

(Effective
Portion)

(Effective
Portion)

(Ineffective
Portion for the Three

Derivatives in Cash Flow
for the Three

months
for the Three

months
for the Three

months
and Amount

Excluded months

Hedging
ended

November 30,
ended

November 30,
ended

November 30,
from

Effectiveness
ended

November 30,
Relationship 2009 2009 2009 Testing) 2009

Interest rate swap $ (13)
Interest
expense $ (160)

Interest
expense $ �
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     As of November 30, 2009, the Company estimates that it will reclassify into earnings during the next twelve
months income of approximately $0.1 million from the amount recorded in AOCI as the anticipated cash flows occur
for the above noted interest rate swap.
     The changes related to cash flow hedges included in AOCI are as follows (in thousands):

Three months
ended

November 30,
2009

Balance, August 31, 2009 $ 143
Net gain for the period 1,760
Net gain transferred to earnings (476)

Balance, November 30, 2009 $ 1,427
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Note 13. Loss on Disposal of Subsidiary
     On October 27, 2009, the Company sold its subsidiary, Jabil Circuit Automotive, SAS, an automotive electronics
manufacturing subsidiary located in Western Europe to JCA Acquisition Company Limited, 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 2010, which
included transaction-related costs of approximately $4.2 million. These costs are recorded to loss on disposal of
subsidiary on 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 closing.
Note 14. New Accounting Guidance
a. Recently Adopted Accounting Guidance
     Effective July 2009, the Financial Accounting Standards Board (�FASB�) codified accounting literature into a single
source of authoritative accounting principles, except for certain authoritative rules and interpretive releases issued by
the SEC. Since the codification did not alter existing U.S. GAAP, it did not have an impact on the Company�s
consolidated financial statements. All references to pre-codified U.S. GAAP have been removed from this Form 10-Q.
     In December 2007, the FASB issued new accounting and disclosure guidance related to noncontrolling interests in
subsidiaries (previously referred to as minority interests), which resulted in a change in the Company�s accounting
policy effective September 1, 2009. Among other things, the new guidance requires that a noncontrolling interest in a
subsidiary be accounted for as a component of equity separate from the parent�s equity, rather than as a liability. It also
requires that consolidated net income be reported at amounts that include the amounts attributable to both the parent
and the noncontrolling interests. The new guidance is being applied prospectively, except for the presentation and
disclosure requirements, which have been applied retrospectively. The adoption of this guidance did not have a
significant impact on the Company�s consolidated financial statements.
     In December 2007, the FASB amended its guidance on accounting for business combinations. The new accounting
guidance resulted in a change in the Company�s accounting policy effective September 1, 2009, and is being applied
prospectively to all business combinations subsequent to the effective date. Among other things, the new guidance
amends the principles and requirements for how an acquirer recognizes and measures in its financial statements the
identifiable assets acquired, the liabilities assumed, any noncontrolling interest in the acquiree and the goodwill
acquired. It also establishes new disclosure requirements to enable the evaluation of the nature and financial effects of
the business combination. The adoption of this accounting guidance did not have a significant impact on the
Company�s consolidated financial statements, and the impact it will have on the Company�s consolidated financial
statements in future periods will depend on the nature and size of business combinations completed subsequent to the
date of adoption.
     In June 2008, the FASB issued accounting guidance on earnings per share which provides that unvested
share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents, whether paid or
unpaid, be considered participating securities and therefore included in the computation of earnings per share pursuant
to the two-class method. The two-class method of computing earnings per share is an earnings allocation formula that
determines earnings per share for each class of common stock and any participating securities as if all earnings for the
period had been distributed. The Company�s participating securities consist of unvested restricted stock awards. The
new accounting guidance resulted in a change in the Company�s accounting policy effective September 1, 2009 and
requires that all prior-period earnings per share data that is presented be adjusted retrospectively. The adoption of this
accounting guidance did not have a significant impact on the Company�s consolidated financial statements. Refer to
Note 3 � �Earnings (Loss) Per Share and Dividends� for further discussion on adoption of this accounting guidance.
     In September 2006, the FASB issued accounting guidance that provided a common definition of fair value and
established a framework to make the measurement of fair value under U.S. GAAP more consistent and comparable. It
also required expanded disclosures to provide information about the extent to which fair value is used to measure
assets and liabilities, the methods and assumptions used to measure fair value, and the effect of fair value measures on
earnings. In February 2008, the FASB issued accounting guidance which permitted a one-year deferral of the
application of such fair value accounting guidance for all non-financial assets and non-financial liabilities, except
those that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually).
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The Company adopted the non-deferred portion of this accounting guidance as of September 1, 2008 and the deferred
portion as of September 1, 2009. The adoption did not have a significant impact on the Company�s consolidated
financial statements.
b. Recently Issued Accounting Guidance
     In June 2009, the FASB amended its guidance on accounting for variable interest entities (�VIE�). The new
accounting guidance will result 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
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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 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 Company is currently evaluating
the potential impact that this change will have, if any, on its consolidated financial statements.
     In June 2009, the FASB issued new accounting guidance on accounting for transfers of financial assets. This
guidance amends previous guidance by including: the elimination of the concept of a qualifying special-purpose
entity, creates more stringent conditions for reporting a transfer of a portion of a financial asset as a sale, clarifies
other sale-accounting criteria, and changes 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. This new guidance will be effective for the Company on September 1, 2010. The Company is
currently evaluating the potential impacts that this change in accounting policy will have, if any, on its consolidated
financial statements.
     In December 2008, the FASB issued new accounting guidance that requires enhanced annual disclosures about the
plan assets of a company�s defined benefit pension and other postretirement plans intended to provide users of
financial statements with a greater understanding of: (1) how investment allocation decisions are made, including the
factors that are pertinent to an understanding of investment policies and strategies; (2) the major categories of plan
assets; (3) the inputs and valuation techniques used to measure the fair value of plan assets; (4) the effect of fair value
measurements, using significant unobservable inputs (Level 3) on changes in plan assets for the period; and
(5) significant concentrations of risk within plan assets. The Company will provide the required disclosures beginning
with the Company�s Form 10-K for the year ending August 31, 2010. This accounting guidance is not expected to have
a significant impact on the Company�s consolidated financial statements.
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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;

� the results of litigation related to our past stock option grants and any ramifications thereof;

� 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 elsewhere in this document, as well as our Annual Report on Form 10-K for the fiscal year ended
August 31, 2009, 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, product management and aftermarket services to companies in the
aerospace, automotive, computing, consumer, defense, industrial, instrumentation, medical, networking, peripherals,
solar, storage and telecommunications industries. We currently depend, and expect to continue to depend, upon a
relatively small number of customers for a significant percentage of our net revenue. Based on revenue, net of
estimated product return costs, (�net revenue�) for the three months ended November 30, 2009 our largest customers
currently include Cisco Systems, Inc., DIRECTV, Inc., EchoStar Corporation, Hewlett-Packard Company,
International Business Machines Corporation, LG Electronics Inc., NetApp. Inc., Nokia Corporation, Pace plc and
Research in Motion Limited. For the three months ended November 30, 2009, we had net revenues of approximately
$3.1 billion and net income of approximately $28.3 million.
     We offer our customers electronics design, production, product management and aftermarket solutions that are
responsive to their manufacturing 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,
France, Germany, Hungary, India, Ireland, Italy, Japan, Malaysia, Mexico, The Netherlands, Poland, Russia, Scotland,
Singapore, Taiwan, 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 performance.
     We manage our business and operations in three divisions � Consumer, Electronic Manufacturing Services (�EMS�)
and Aftermarket Services (�AMS�). We believe that these divisions provide cost-effective solutions for our customers
by grouping business units with similar needs together into divisions, each with full accountability for design,
operations, supply chain management and delivery. Our Consumer division has dedicated resources designed to meet
the particular needs of the consumer products industry and focuses on cell phones and mobile products, televisions,
set-top boxes and peripheral products such as printers. Our EMS division focuses on business sectors such as,
aerospace, automotive, computing, defense, industrial, instrumentation, medical, networking, solar, storage and
telecommunications businesses. Our AMS division provides warranty and repair services to customers in a broad
range of industries, including certain of our manufacturing customers.
     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
the 1990�s as an increasing number of companies chose to outsource an increasing portion, and, in some cases, all of
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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. After several years of growth,
our net revenues for fiscal year 2009 declined by approximately 8.6% to $11.7 billion as compared to $12.8 billion for
fiscal year 2008. This decline was largely the result of a deteriorating macro-economic environment within the last
fifteen to eighteen months which resulted in illiquidity in the overall credit markets and a significant economic
downturn in the North American, European and Asian markets. Such economic conditions led us to implement the
2009 Restructuring Plan. See Note 7 � �Restructuring and Impairment Charges� to the Condensed Consolidated Financial
Statements. Also, as a result of recent economic conditions, some of our customers have moved a portion of
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their manufacturing from us in order to more fully utilize their excess internal manufacturing capacity. This
movement, and possible future movements, may negatively impact our results of operations.
     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.
Summary of Results
     Net revenues for the first quarter of fiscal year 2010 decreased approximately 8.7% to $3.1 billion compared to
$3.4 billion for the same period of fiscal year 2009 due to decreases in all of our sectors, except for the mobility and
instrumentation and medical sectors, as wells as the AMS division. These decreases were largely due to the reductions
in customer demand resulting from the downturn in the global macro-economic environment.
     During the second quarter of fiscal year 2009, our Board of Directors approved a restructuring plan to better align
our manufacturing capacity in certain geographies and to reduce our worldwide workforce by approximately 3,000
employees in order to reduce operating expenses (the �2009 Restructuring Plan�). These restructuring activities were
intended to address market conditions and properly size our manufacturing facilities to increase the efficiencies of our
operations. Based on the analysis completed to date, we currently expect to recognize approximately $64.0 million in
pre-tax restructuring and impairment costs and reduce our worldwide headcount by a total of approximately 4,000
employees over the course of fiscal years 2009 and 2010. In addition, we recorded a valuation allowance of
$13.1 million on certain net deferred tax assets for fiscal year 2009. The restructuring charges include pre-tax
employee severance and termination benefit costs, contract termination costs and other related restructuring costs. The
impairment charges include pre-tax fixed asset impairment costs, as well as valuation allowances against net deferred
tax assets. This information will be subject to the finalization of timetables for the transition of functions, consultation
with employees and their representatives as well as the statutory severance requirements of the particular legal
jurisdictions impacted, and the amount and timing of the actual charges may vary due to a variety of factors. Based on
the ongoing assessment of market conditions, it is possible that we may perform additional restructuring activities in
the future. For further discussion of this restructuring program and the restructuring and impairment costs recognized,
refer to �Management�s Discussion and Analysis of Financial Condition and Results of Operations � Results of
Operations � Restructuring and Impairment Charges� and Note 7 � �Restructuring and Impairment Charges� to the
Condensed Consolidated Financial Statements. See also �Risk Factors � We face risks arising from the restructuring of
our operations.�
     The following table sets forth, for the three-month periods indicated, certain key operating results and other
financial information (in thousands, except per share data).

Three months ended
November 30, November 30,

2009 2008
Net revenue $3,088,256 $3,382,509
Gross profit $ 231,776 $ 223,713
Operating income (loss) $ 66,264 $ (239,960)
Net income (loss) attributable to Jabil Circuit, Inc $ 28,288 $ (275,857)
Income (loss) per share � basic $ 0.13 $ (1.34)
Income (loss) per share � diluted $ 0.13 $ (1.34)
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.
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Three months ended
November 30, August 31, May 31, February 28,

2009 2009 2009 2009
Sales cycle 16 days 16 days 22 days 20 days
Inventory turns 8 turns 9 turns 8 turns 8 turns
Days in trade accounts receivable 41 days 41 days 40 days 36 days
Days in inventory 45 days 42 days 46 days 46 days
Days in accounts payable 70 days 67 days 64 days 62 days
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     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, 2009, days in trade accounts receivable remained consistent
at 41 days as compared to the prior sequential quarter. During the three months ended November 30, 2009, days in
inventory increased three days to 45 days and inventory turns decreased one turn to eight turns as compared to the
prior consecutive quarter, primarily due to increased inventory levels to support higher demand for consumer products
during the holiday selling season. During the three months ended November 30, 2009, days in accounts payable
increased three days to 70 days as compared to 67 days in 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. It has been difficult to make predictions and estimates based on our historical
experience due to the uncertain economic circumstances present in the macro-economic environment. 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, 2009.
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,
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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. For further discussion of
our current restructuring program, refer to Note 7 � �Restructuring and Impairment Charges� to the Condensed
Consolidated Financial Statements and �Management�s Discussion and Analysis of Financial Condition and Results of
Operations � Results of Operations � Restructuring and Impairment Charges.�
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     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 allocation of amortizable intangible assets impacts the
amounts allocable to goodwill.
     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 market value of the reporting unit. We
consistently determine the fair market 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.
     We completed our annual impairment test for goodwill during the fourth quarter of fiscal year 2009 and
determined that no impairment existed as of the date of the 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. For further discussion of our restructuring programs, refer to Note 7 � �Restructuring and Impairment
Charges� to the Condensed Consolidated Financial Statements and �Management�s Discussion and Analysis of Financial
Condition and Results of Operations � Results of Operations � Restructuring and Impairment Charges.�
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 10 � �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 consolidated financial statements. Our judgments
regarding future taxable income and uncertain 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,
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resulting in a respective increase or decrease in income tax expense. For further discussion related to our income
taxes, refer to Note 4 � �Income Taxes� to the Consolidated Financial Statements in our Annual Report on Form 10-K for
the fiscal year ended August 31, 2009.
Stock-Based Compensation
     We began recognizing stock-based compensation expense in our Condensed Consolidated Statements of
Operations on September 1, 2005. The fair value of options granted prior to September 1, 2005 were valued using the
Black-Scholes model while the stock appreciation rights granted after this date were valued using a lattice valuation
model. 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 conditions. If actual results
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or future changes in estimates differ significantly from our current estimates, stock-based compensation 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 and �Risk Factors � The matters relating to the Special Committee�s
review of our historical stock option granting practices and the restatement of our Condensed Consolidated Financial
Statements have resulted in litigation and regulatory inquiries and may result in future litigation, which could have a
material adverse effect on us.�
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

30,
November

30,
2009 2008

Net revenue 100.0% 100.0%
Cost of revenue 92.5% 93.4%

Gross profit 7.5% 6.6%
Operating expenses:
Selling, general and administrative 4.3% 3.9%
Research and development 0.2% 0.2%
Amortization of intangibles 0.2% 0.2%
Restructuring and impairment charges 0.1% 0.0%
Goodwill impairment charges 0.0% 9.4%
Loss on disposal of subsidiary 0.5% 0.0%

Operating income (loss) 2.2% (7.1)%

Other expense 0.0% 0.1%
Interest income 0.0% (0.1)%
Interest expense 0.7% 0.7%

Income (loss) before income taxes 1.5% (7.8)%
Income tax expense 0.6% 0.4%

Net income (loss) 0.9% (8.2)%
Net income (loss) attributable to noncontrolling interests, net of income tax
expense 0.0% 0.0%

Net income (loss) attributable to Jabil Circuit, Inc 0.9% (8.2)%
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For the Three Months Ended November 30, 2009 Compared to the Three Months Ended November 30, 2008
Net Revenue. Our net revenue for the three months ended November 30, 2009 decreased 8.7% to $3.1 billion from

$3.4 billion for the three months ended November 30, 2008. Specific decreases include a 29% decrease in the sale of
digital home office products; a 27% decrease in the sale of telecom products; a 26% decrease in the sale of networking
products; a 24% decrease in the sale of computing and storage products; and a 23% decrease in the sale of other
products. These decreases were largely driven by reduced production levels as a result of softened customer demand
due to the weakened macro-economic environment. These decreases were partially offset by a 23% increase in the
sale of aftermarket services products; a 4% increase in the sale of instrumentation and medical products and a 35%
increase in the sale of mobility products predominately related to the production of new products with an existing
customer within the sector.
     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.

35

Edgar Filing: JABIL CIRCUIT INC - Form 10-Q

Table of Contents 66



Table of Contents

     The following table sets forth, for the periods indicated, revenue by industry sector expressed as a percentage of net
revenue. The distribution of revenue across our industry 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
the weakened macro-economic environment; 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, including production of new products in the mobility sector. During the first quarter of fiscal year
2010, we began to report the display and peripheral sectors as a combined sector called digital home office. In
addition, the automotive sector is no longer reported separately and has been combined in the other sector.

Three months ended
November

30,
November

30,
2009 2008

EMS
Computing and Storage 9% 11%
Instrumentation and Medical 20% 18%
Networking 15% 18%
Telecommunications 5% 7%
Other 5% 5%

Total EMS 54% 59%

Consumer
Digital Home Office 16% 20%
Mobility 24% 16%

Total Consumer 40% 36%

Total AMS 6% 5%

Total 100% 100%

     Foreign source revenue represented 86.1% of net revenue for the three months ended November 30, 2009. This is
compared to 83.9% of net revenue for the three months ended November 30, 2008, 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 $231.8 million (7.5% of net revenue) for the three months ended
November 30, 2009 from $223.7 million (6.6% of net revenue) for the three months ended November 30, 2008. The
increase in gross profit on an absolute basis and as a percentage of net revenue for the three months ended
November 30, 2009 versus the same period in the prior fiscal year was primarily due to the realization of certain cost
savings associated with initiatives that we commenced in fiscal year 2009 to reduce our cost structure in order to
better align with lower demand levels.

Selling, General and Administrative. Selling, general and administrative expenses decreased to $131.6 million
(4.3% of net revenue) for the three months ended November 30, 2009 from $131.7 million (3.9% of net revenue) for
the three months ended November 30, 2008. On an absolute dollar basis, selling, general and administrative expenses
remained relatively constant between these periods.
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     Certain of our selling, general and administrative costs are generally necessary to support our business and the need
for such support does not immediately change as a result of our revenues increasing or decreasing. On a percentage
basis, the increase in selling, general and administrative expenses, therefore, was primarily due to our revenues
decreasing at a higher rate than certain of our selling, general and administrative costs as compared to the three
months ended November 30, 2008.

Research and Development. Research and development expenses increased to $7.7 million (0.2% of net revenue)
for the three months ended November 30, 2009 from $5.7 million (0.2% of net revenue) for the three months ended
November 30, 2008. The increase is attributed primarily to increased customer interest in Consumer division
technology-based services which has driven more proactive research activity.

Amortization of Intangibles. We recorded $7.1 million of amortization of intangible assets for the three months
ended November 30, 2009 as compared to $8.0 million for the three months ended November 30, 2008. The decrease
is primarily attributable to certain intangible assets that became fully amortized since November 30, 2008. For
additional information regarding purchased intangibles, see Note 8 � �Goodwill and Other Intangible Assets� to the
Condensed Consolidated Financial Statements.
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Loss on Disposal of Subsidiary. On October 27, 2009, we sold the operations of Jabil Circuit Automotive, SAS, an
automotive electronic manufacturing subsidiary located in Western Europe to JCA Acquisition Company Limited, 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.

Restructuring and Impairment Charges.
a. 2009 Restructuring Plan

     In conjunction with the 2009 Restructuring Plan, we currently expect to recognize approximately $64.0 million in
total restructuring and impairment costs, excluding valuation allowances of $13.1 million on certain net deferred tax
assets, primarily over the course of fiscal years 2009 and 2010. Of this expected total, we charged $3.5 million of
restructuring and impairment costs during the three months ended November 30, 2009 to our Condensed Consolidated
Statements of Operations. These charges related to the 2009 Restructuring Plan include approximately $3.2 million
related to lease commitment costs and approximately $0.5 million related to fixed asset impairments, offset by a
reversal of approximately $0.2 million related to previously recognized employee severance and termination benefit
costs.
     The $57.2 million in restructuring and impairment charges related to the 2009 Restructuring Plan incurred through
November 30, 2009 includes cash costs totaling approximately $50.3 million, of which approximately $19.2 million
was paid in fiscal year 2009 and approximately $7.2 million was paid in the three months ended November 30, 2009.
The cash costs of approximately $50.3 million consist of employee severance and termination benefit costs of
approximately $46.9 million, lease commitment costs of approximately $3.3 million and other restructuring costs of
approximately $0.1 million. Non-cash costs of approximately $6.9 million primarily represent fixed asset impairment
charges related to our restructuring activities.
     At November 30, 2009, accrued liabilities of approximately $24.2 million related to the 2009 Restructuring Plan
are expected to be paid over the next twelve months. The remaining liability of $3.6 million is expected to be paid
through fiscal year 2011.
     Upon its completion, 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 cumulative cost savings of approximately $20.0 million by the end of the first quarter of
fiscal year 2010.
     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 $13.1 million on net deferred tax assets for fiscal year 2009. The valuation allowance is
excluded from the restructuring and impairment charge of $57.2 million incurred through November 30, 2009 as it
was recorded through income tax expense on 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 2010 with certain contract termination costs to be
incurred through fiscal year 2011.
     During the three months ended November 30, 2009, we reversed approximately $0.1 million of previously
recognized restructuring and impairment costs, compared to a charge of $0.6 million of restructuring and impairment
charges recognized for the three months ended November 30, 2008. The restructuring and impairment cost reversal for
the three months ended November 30, 2009 is comprised of $0.2 million related to lease commitments, offset by
additional employee severance and termination benefit costs of $0.1 million.
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     At November 30, 2009, liabilities of approximately $2.8 million related to the 2006 Restructuring Plan are
expected to be paid out over the next twelve months. The remaining liability of $3.8 million relates primarily to the
charge for certain lease commitments and employee severance and termination benefits payments and is expected to
be paid primarily through fiscal year 2011.
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     As of November 30, 2009, as a result of the restructuring activities completed through November 30, 2009 related
to the 2006 Restructuring Plan, we expect to avoid annual costs of approximately $151.5 million that would otherwise
have been incurred if the restructuring activities had not been completed. The expected avoided annual costs consist of
a reduction in employee related expenses of approximately $137.7 million, a reduction in depreciation expense
associated with impaired fixed assets of approximately $8.5 million, and a reduction in rent expense associated with
leased buildings that have been vacated of approximately $5.3 million. The majority of these annual cost savings will
be reflected as a reduction in cost of revenue, with a small portion being reflected as a reduction in selling, general and
administrative expense. These annual costs savings are expected to be offset by decreased revenues associated with
certain products that are approaching the end-of-life stage; decreased revenues as a result of shifting production to
plants located in lower cost regions where competitive environmental pressures require that we pass those cost savings
onto our customers; and incremental employee related costs expected to be incurred by those plants to which the
production will be shifted. After considering these cost savings offsets, we began to realize the full net annualized cost
savings of approximately $39.0 million during the third quarter of fiscal year 2009. For further discussion of the
restructuring programs, see Note 7 � �Restructuring and Impairment Charges� to the Condensed Consolidated Financial
Statements.

Goodwill Impairment Charges. We recorded non-cash goodwill impairment charges of $1.0 billion for the full
fiscal year ended August 31, 2009 (which included a $0.3 billion charge for the three months ended November 30,
2008) to reduce the carrying amount of our goodwill to its estimated fair value based upon the results of two interim
impairment tests conducted during the first and second quarters of fiscal year 2009. We performed these impairment
tests based upon a combination of factors, including a significant and sustained decline in our market capitalization
below our carrying value, the deteriorating macro-economic environment, which resulted in a significant decline in
customer demand, and illiquidity in the overall credit markets. After recognition of these charges, no goodwill
remained with the Consumer and EMS reporting units, respectively, and approximately $25.1 million remained with
the AMS reporting unit. For further discussion of goodwill impairment charges recorded, see �Management�s
Discussion and Analysis of Financial Condition and Results of Operations � Critical Accounting Policies and Estimates
� Long-Lived Assets� and Note 6 � �Goodwill and Other Intangible Assets� to the Consolidated Financial Statements and
�Management�s Discussion and Analysis of Financial Condition and Results of Operations � Critical Accounting Policies
and Estimates � Long-Lived Assets� in the Annual Report on Form 10-K for the fiscal year ended August 31, 2009.

Other Expense. We recorded other expense totaling $1.0 million and $2.4 million for the three months ended
November 30, 2009 and 2008, respectively. This decrease was primarily due to a decrease in the loss on the sale of
accounts receivable under our North American securitization program of $1.4 million which was primarily due to a
decrease in the amount of receivables sold under the program during the quarter ended November 30, 2009, and is
partially offset by an increase in the interest rates during the period. The net cash proceeds available at any one time
under the North American asset-backed securitization program were decreased from $280.0 million to $250.0 million
during fiscal year 2009. For further discussion of our accounts receivable securitization program, see Note 9 �
�Accounts Receivable Securitizations� to the Condensed Consolidated Financial Statements.

Interest Income. Interest income decreased to $0.9 million for the three months ended November 30, 2009 from
$2.3 million for the three months ended November 30, 2008. The decrease was primarily due to lower overall interest
rates during the three months ended November 30, 2009.

Interest Expense. Interest expense decreased to $20.1 million for the three months ended November 30, 2009 from
$23.7 million for the three months ended November 30, 2008 primarily due to lower variable interest rates and lower
utilization of the foreign asset-backed securitization program during the three months ended November 30, 2009 as
compared to the same period in fiscal year 2009.

Income Taxes. Income tax expense reflects an effective tax rate of 37.2% for the three months ended November 30,
2009, as compared to an effective tax rate of (4.7)% for the three months ended November 30, 2008. The effective tax
rate differs from the previous period due to the impairment of non-deductible goodwill and the corresponding
valuation allowances against certain deferred tax assets that were no longer more likely than not to be realized during
the three months ended November 30, 2008. 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
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lower rate than in the U.S., primarily due to tax incentives granted to our sites in Brazil, China, Hungary, India,
Malaysia and Poland that expire at various dates through 2020. Such tax incentives are subject to conditions with
which we expect to continue to comply. See �Risk Factors � We are subject to the risk of increased taxes� and Note 4 �
�Income Taxes� to the Consolidated Financial Statements in the Annual Report on Form 10-K for the fiscal year ended
August 31, 2009 for further discussion.
Acquisitions and Expansion
     We have made a number of acquisitions 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 may not achieve expected profitability from our acquisitions.�
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Seasonality
     Production levels for our Consumer division are subject to seasonal influences. We may realize greater net revenue
during our first fiscal quarter due to higher demand for consumer products during the holiday selling season.
Therefore, quarterly results should not be relied upon as necessarily indicative of results for the entire fiscal year.
Dividends
     The following table sets forth certain information relating to our cash dividends declared to common stockholders
during fiscal years 2009 and 2010.

Dividend Information

Total
cash

Dividend Dividend dividends Date of record for Dividend cash

declaration date
per

share declared dividend payment payment date
(in thousands, except for per share data)

Fiscal year 2009: October 24, 2008 $ 0.07 $ 14,916 November 17, 2008 December 1, 2008
January 22, 2009 $ 0.07 $ 14,974 February 17, 2009 March 2, 2009
April 23, 2009 $ 0.07 $ 14,954 May 15, 2009 June 1, 2009
July 16, 2009 $ 0.07 $ 14,992 August 17, 2009 September 1, 2009

Fiscal year 2010: October 22, 2009 $ 0.07 $ 15,186(1) November 16, 2009 December 1, 2009

(1) Of the
$15.2 million in
total dividends
declared during
the first fiscal
quarter of 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
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     At November 30, 2009, our principle sources of liquidity consisted of cash, available borrowings under our credit
facilities and the accounts receivable securitization programs.
     The following table sets forth, for the three months ended November 30, 2009, selected consolidated cash flow
information (in thousands):

Three months ended
November

30,
November

30,
2009 2008

Net cash provided by (used in) operating activities $ 74,263 $ (33,328)
Net cash used in investing activities (35,137) (114,121)
Net cash used in financing activities (70,406) (36,353)
Effect of exchange rate changes on cash and cash equivalents 7,075 (9,239)

Net decrease in cash and cash equivalents $ (24,205) $ (193,041)

     Net cash provided by operating activities for the three months ended November 30, 2009 was approximately
$74.3 million. This resulted primarily from net income of $28.9 million, a $310.2 million increase in accounts payable
and accrued expenses, $73.1 million in non-cash depreciation and amortization expense, $14.0 million in non-cash
stock-based compensation expense, $12.8 million in non-cash expense related to the disposal of a subsidiary and
$3.4 million in restructuring and impairment charges offset by a $186.4 million increase in inventories, a $156.9
million increase in accounts receivable and a $32.4 million increase in prepaid expenses and other current assets. The
increase in accounts payable and accrued expenses was primarily driven by the timing of purchases and cash
payments. The increase in accounts receivable was predominately attributable to an increase in sales levels from the
prior sequential quarter. The increase in inventories was primarily due to certain sites increasing inventory purchases
to support higher demand for consumer products during the holiday selling season.
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     Net cash used in investing activities for the three months ended November 30, 2009 was $35.1 million. This
consisted primarily of capital expenditures of $38.0 million for investments in capacity to support the ongoing
production of new programs within the mobility sector and information technology infrastructure, offset by
$2.8 million of proceeds from the sale of property and equipment.
     Net cash used in financing activities for the three months ended November 30, 2009 was $70.4 million. This
resulted from our receipt of approximately $942.9 million of proceeds from borrowings under existing debt
agreements, which primarily included an aggregate of $846.0 million of borrowings under the revolving portion of the
Company�s existing amended and restated five year unsecured credit facility dated as of July 19, 2007 (the �Credit
Facility�) and $60.0 million of borrowings under our short-term Indian working capital facilities. This was offset by
repayments in an aggregate amount of $995.3 million during the three months ended November 30, 2009, which
primarily included $846.0 million toward repayment of borrowings under the revolving portion of the Credit Facility
and $68.2 million toward repayment of borrowings under our short-term Indian working capital facilities. In addition,
we paid $15.0 million of dividends to stockholders during the three months ended November 30, 2009.
     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 our 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 increased the net cash proceeds available at any one time under the securitization program up to an amount of
$250.0 million and extended the program until March 17, 2010. Under this agreement, we continuously sell a
designated pool of trade accounts receivable to a wholly-owned subsidiary, which in turn sells an ownership interest
in the receivables to a conduit, administered by an unaffiliated financial institution. This wholly-owned subsidiary is a
separate bankruptcy-remote entity and its assets would be available first to satisfy the claims of the conduit. As the
receivables sold are collected, we are able to sell additional receivables up to the maximum permitted amount under
the program. 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. For each pool of eligible
receivables sold to the conduit, we retain a percentage interest in the face value of the receivables, which is calculated
based on the terms of the agreement. 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 continue to service, administer and collect the
receivables sold under this program. We pay a fee on the unused portion of the facility ranging between 0.875% and
0.925% per annum based on the average daily unused aggregate capital during the period. Further, we pay a usage fee
on the utilized portion of the facility equal to 1.75% per annum on the average daily outstanding aggregate capital
during the immediately preceding calendar month. The securitization conduit and the investors in the conduit have no
recourse to our assets for failure of debtors to pay when due. 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
$254.3 million. In connection with the securitization program, we recognized pretax losses on the sale of receivables
of approximately $1.0 million and $2.3 million during the three months ended November 30, 2009 and 2008,
respectively, which are recorded to other expense in the Condensed Consolidated Statements of Operations.
     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. 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 in
our Condensed Consolidated Statements of Operations in the period of the sale. In September 2009, the factoring
agreement was extended through March 31, 2010. The receivables sold pursuant to this factoring agreement are
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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 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. At November 30, 2009, we had sold $19.7 million of trade accounts receivable,
which represents the face amount of total outstanding receivables at that date. In exchange, we received cash proceeds
of $19.7 million. The resulting loss on the sale of trade accounts receivable sold under this factoring agreement was
$22.1 thousand and $61.0 thousand for the three months ended November 30, 2009 and 2008, respectively which was
recorded to other expense in the Condensed Consolidated Statements of Operations.

40

Edgar Filing: JABIL CIRCUIT INC - Form 10-Q

Table of Contents 76



Table of Contents

     Notes payable, long-term debt and long-term lease obligations outstanding at November 30, 2009 and August 31,
2009 are summarized below (in thousands).

November
30, August 31,

2009 2009
5.875% Senior Notes due 2010 (a) $ 5,064 $ 5,064
7.750% Senior Notes due 2016 (b) 300,493 300,063
8.250% Senior Notes due 2018 (c) 396,854 396,758
Short-term factoring debt (d) 1,657 1,468
Borrowings under credit facilities (e) 17,080 21,313
Borrowings under loans (f) 381,449 384,485
Securitization program obligations (g) 81,886 125,291
Miscellaneous borrowings 36 6

Total notes payable, long-term debt and long-term lease obligations 1,184,519 1,234,448
Less current installments of notes payable, long-term debt and long-term lease
obligations 147,111 197,575

Notes payable, long-term debt and long-term lease obligations, less current
installments $ 1,037,408 $ 1,036,873

(a) During the fourth
quarter of fiscal
year 2003, we
issued a total of
$300.0 million,
seven-year,
publicly-registered
5.875% Senior
Notes (the �5.875%
Senior Notes�) at
99.803% of par,
resulting in net
proceeds of
approximately
$297.2 million.
The 5.875% Senior
Notes mature on
July 15, 2010 and
pay interest
semiannually on
January 15 and
July 15. We are
subject to
covenants such as:
limitation upon our
consolidation,
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merger or sale;
limitation upon our
liens; limitation
upon our sales and
leasebacks;
limitation upon our
subsidiaries� funded
debt; limitation on
guarantees given
by our subsidiaries
for our
indebtedness; our
corporate
existence; reports;
and compliance
and notice
requirements.
During the fourth
quarter of fiscal
year 2009, we
repurchased
$294.9 million in
aggregate principal
amount of the
5.875% Senior
Notes, pursuant to
a public cash
tender offer, in
which we also paid
an early tender
premium, accrued
interest and
associated fees and
expenses. The
extinguishment of
those 5.875%
Senior Notes that
were validly
tendered resulted in
a charge of
$10.5 million
which was
recorded to other
expense in our
Condensed
Consolidated
Statements of
Operations for the
twelve months
ended August 31,
2009.
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(b) During the fourth
quarter of fiscal
year 2009, we
completed our
offering of $312.0
million in
aggregate principal
amount of
publicly-registered
7.750% senior
unsecured notes
(the �7.750% Senior
Notes�) that mature
on July 15, 2016
and resulted in net
proceeds of
approximately
$300.0 million.
Interest on the
7.750% Senior
Notes is payable on
January 15 and
July 15 of each
year, beginning on
January 15, 2010.
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 such
covenants as
limitations on our
and/or our
subsidiaries� ability
to: create certain
liens; enter into
sale and leaseback
transactions;
create, incur, issue,
assume or
guarantee funded
debt (which only
applies to our
�restricted
subsidiaries�);
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guarantee any of
our indebtedness
(which only applies
to our
subsidiaries); and
consolidate or
merge with, or
convey, transfer or
lease all or
substantially all our
assets to, another
person. We are also
subject to a
covenant regarding
our repurchase of
the 7.750% Senior
Notes upon a
�change of control
repurchase event.�

(c) During the second
and third quarters
of fiscal year 2008,
we completed our
offerings of
$250.0 million and
$150.0 million,
respectively, in
aggregate principal
amount of 8.250%
senior unsecured
unregistered notes
due March 15,
2018, 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
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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 will mature
on March 15, 2018.
Interest on the
8.250% Senior
Notes is payable on
March 15 and
September 15 of
each year,
beginning on
September 15,
2008. 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% 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.

Edgar Filing: JABIL CIRCUIT INC - Form 10-Q

Table of Contents 81



We are subject to
certain covenants
limiting our ability
and/or our
subsidiaries� ability
to: 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�);
guarantee any of
our indebtedness
(which only applies
to our
subsidiaries); and
consolidate or
merge with, or
convey, transfer or
lease all or
substantially all of
our assets, to
another person. We
are also subject to a
covenant regarding
our repurchase of
the 8.250% Senior
Notes upon a
�change of control
repurchase event.�
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During the
fourth quarter of
fiscal year 2007,
we entered into
forward interest
rate swap
transactions to
hedge the fixed
interest rate
payments for an
anticipated debt
issuance. The
swaps were
accounted for as
a cash flow
hedge. The
notional amount
of the swaps was
$400.0 million.
Concurrently
with the pricing
of the first
$250.0 million
of the 8.250%
Senior Notes, we
settled
$250.0 million
of the swaps by
our payment of
$27.5 million.
We also settled
the remaining
$150.0 million
of swaps during
the second
quarter of fiscal
year 2008 by our
payment of
$15.6 million.
As a result, we
settled the
amount
recognized as a
current liability
on our
Condensed
Consolidated
Balance Sheets.
We also
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recorded
$0.7 million to
interest expense
(as
ineffectiveness)
in our
Condensed
Consolidated
Statements of
Operations
during the three
months ended
February 29,
2008, with the
remainder
recorded in
accumulated
other
comprehensive
income, net of
taxes, on our
Condensed
Consolidated
Balance Sheets.
On May 19,
2008, we issued
the remaining
$150.0 million
of 8.250%
Senior Notes
and recorded no
additional
interest expense
(as
ineffectiveness)
in the
Condensed
Consolidated
Statements of
Operations. The
effective portion
of the swaps
remaining on
our Condensed
Consolidated
Balance Sheets
will be
amortized to
interest expense
in our
Condensed
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Consolidated
Statements of
Operations over
the life of the
8.250% Senior
Notes.

(d) During the
fourth quarter of
fiscal year 2007
and the fourth
quarter of fiscal
year 2009, we
entered into
separate
agreements with
unrelated third
parties for the
factoring of
specific trade
accounts
receivable of a
foreign
subsidiary. The
factoring of
trade accounts
receivable under
these agreements
does not meet
the criteria for
recognition as a
sale. Under the
terms of these
agreements, we
transfer
ownership of
eligible trade
accounts
receivable to the
third party
purchasers in
exchange for
cash, however,
as these
transactions do
not qualify as a
sale, the relating
trade accounts
receivable are
included on our
Condensed
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Consolidated
Balance Sheets
until the cash is
received by the
purchasers from
our customer for
the trade
accounts
receivable. We
had an
outstanding
liability of
$1.7 million and
$1.5 million on
our Condensed
Consolidated
Balance Sheets
at November 30,
2009 and
August 31,
2009,
respectively,
related to these
agreements.

(e) Various of our
foreign
subsidiaries have
entered into
several credit
facilities to
finance their
future growth
and any
corresponding
working capital
needs. These
credit facilities
are denominated
in various
foreign
currencies,
including
Russian rubles,
as well as U.S.
dollars. At
November 30,
2009, these
credit facilities
incur interest at
both fixed and
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variable rates
ranging from
2.7% to 11.6%
and range in
outstanding
amounts from
$2.0 million to
$13.0 million.

(f) During the third
quarter of fiscal
year 2005, we
negotiated a
five-year,
400.0 million
Indian rupee
construction
loan for an
Indian
subsidiary with
an Indian branch
of a global bank.
Under the terms
of the loan, we
pay interest on
outstanding
borrowings
based on a fixed
rate of 7.45%.
The construction
loan expires on
April 15, 2010
and all
outstanding
borrowings are
then due and
payable. The
400.0 million
Indian rupee
principal
outstanding is
equivalent to
approximately
$8.6 million
based on
currency
exchange rates
at November 30,
2009.
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During the third
quarter of fiscal
year 2005, we
negotiated a
five-year,
25.0 million
Euro
construction
loan for a
Hungarian
subsidiary with a
Hungarian
branch of a
global bank.
Under the terms
of the loan
facility, we pay
interest on
outstanding
borrowings
based on the
Euro Interbank
Offered Rate
plus a spread of
0.925%.
Quarterly
principal
repayments
began in
September 2006
to repay the
amount of
proceeds drawn
under the
construction
loan. The
construction
loan expires on
April 13, 2010.
At
November 30,
2009,
borrowings of
2.9 million
Euros
(approximately
$4.3 million
based on
currency
exchange rates
at November 30,
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2009) were
outstanding
under the
construction
loan.

During the
second quarter
of fiscal year
2007, we entered
into a three-year
loan agreement
to borrow
$20.3 million
from a software
vendor in
connection with
various software
licenses that we
purchased from
them. The
software licenses
were capitalized
and were being
amortized over a
three-year
period. The loan
agreement was
non-interest
bearing and
payments were
due quarterly
through
October 2009,
when the loan
agreement was
terminated.

Through the
acquisition of a
Taiwanese
subsidiary in
fiscal year 2007,
we assumed
certain
liabilities,
including short
and long term
debt obligations
totaling
approximately
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$102.2 million at
the date of
acquisition. At
November 30,
2009,
approximately
$5.9 million of
debt is
outstanding
under these
short-term
mortgage and
credit facilities,
with current
interest rates
ranging from
2.0% to 2.4%.
At
November 30,
2009,
approximately
$0.4 million of
fixed assets,
including
buildings and
land, were
pledged as
collateral on the
mortgage facility
outstanding. At
November 30,
2009,
approximately
$26.3 thousand
of long term
debt is
outstanding and
is classified as
long-term on our
Condensed
Consolidated
Balance Sheets.
The long-term
debt amount
represents a
credit facility
outstanding and
denominated in
New Taiwan
dollars which
will mature in
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fiscal year 2011
and incurs
interest at a rate
that fluctuates
based upon
changes in
various base rate
interest rates.

During the
fourth quarter of
fiscal year 2007,
we entered into
the five-year
Credit Facility.
This agreement
provides for a
revolving credit
portion in the
initial amount of
$800.0 million,
subject to
potential
increases up to
$1.0 billion, and
provides for a
term portion in
the amount of
$400.0 million.
Some or all of
the lenders
under the 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.
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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 Credit
Facility held
positions as
agent and/or
lender under our
old revolving
credit facility
and the
$1.0 billion,
364-day senior
unsecured bridge
loan facility, that
was entered
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into on
December 21,
2006, amended
on
December 20,
2007 and
terminated on
February 13,
2008. The
revolving credit
portion of the
Credit Facility
terminates on
July 19, 2012,
and the term
loan portion of
the Credit
Facility requires
payments of
principal in
annual
installments of
$20.0 million
each, with a
final payment of
the remaining
principal due on
July 19, 2012.
Interest and fees
on Credit
Facility
advances are
based on our
unsecured
long-term
indebtedness
rating as
determined by
S&P and
Moody�s.
Interest is
charged at a rate
equal to either
0% to 0.75%
above the base
rate or 0.375%
to 1.75% above
the
Eurocurrency
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rate, where the
base rate
represents the
greater of
Citibank, N.A.�s
prime rate or
0.50% above the
federal funds
rate, and the
Eurocurrency
rate represents
the applicable
London
Interbank
Offered Rate,
each as more
fully defined in
this credit
agreement. Fees
include a
facility fee
based on the
revolving credit
commitments of
the lenders, a
letter of credit
fee based on the
amount of
outstanding
letters of credit,
and a utilization
fee to be added
to the revolving
credit interest
rate and any
letter of credit
fee during any
period when the
aggregate
amount of
outstanding
advances and
letters of credit
exceeds 50% of
the total
revolving credit
commitments of
the lenders.
Based on our
current senior
unsecured
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long-term
indebtedness
rating as
determined by
S&P and
Moody�s, the
current rate of
interest
(including the
applicable
facility and
utilization fee)
on a full draw
under the
revolving credit
would be
0.275% above
the base rate or
0.875% above
the
Eurocurrency
rate, and the
current rate of
interest on the
term portion
would be the
base rate or
0.875% above
the
Eurocurrency
rate. 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
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(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, 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;
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and reporting
requirements
(collectively
referred to
herein as
�Restrictive
Financial
Covenants�).
During the three
months ended
November 30,
2009, we
borrowed
$846.0 million
against the
revolving credit
portion of the
Credit Facility.
These
borrowings
were repaid in
full during the
first quarter of
fiscal year 2010.
A draw in the
amount of
$400.0 million
has been made
under the term
portion of the
Credit Facility
and
$360.0 million
remains
outstanding at
November 30,
2009.

In addition to
the loans
described
above, at
November 30,
2009, we have
additional loans
outstanding to
fund working
capital needs.
These additional
loans total
approximately
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$2.7 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.
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(g) On April 7,
2008, we
entered into a
foreign
asset-backed
securitization
program with a
bank conduit. In
connection with
the foreign
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
$200.0 million
from the bank
conduit to
purchase those
receivables and
in which it
grants security
interests as
collateral for the
borrowings. The
securitization
program is
accounted for as
a borrowing.
The loan
balance is
calculated based
on the terms of
the
securitization
program
agreements. The
foreign
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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
foreign
securitization
program expires
on March 18,
2010. At
November 30,
2009, we had
$81.9 million of
debt outstanding
under the
program. In
addition, we
incurred interest
expense of
$0.7 million and
$2.0 million in
our Condensed
Consolidated
Statements of
Operations
during the three
months ended
November 30,
2009 and 2008,
respectively.

     At November 30, 2009 and 2008, we were in compliance with all Restrictive Financial 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
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fluctuations in levels of inventory and shipments, changes in customer order volumes and timing of expenditures for
new equipment.
     We currently anticipate that during the next twelve months, our capital expenditures will be in the range of
$225.0 million to $275.0 million, principally for maintenance levels of machinery and equipment, machinery and
equipment for new business and for 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 accounts receivable securitization program 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 twelve months. Our $250.0 million U.S.
asset-backed securitization program and our $200.0 million foreign asset-backed securitization program expire,
however, in March 2010 and we may be unable to renew one or both 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, 2009 are summarized below. We do not
participate in, or secure financing for, any unconsolidated limited purpose entities. We generally do not enter into
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, long-term debt and
long-term lease obligations $ 1,184,519 $ 147,111 $ 340,060 $ 1 $ 697,347
Future interest on notes payable and
long-term debt 451,227 61,947 123,887 115,631 149,762
Operating lease obligations 182,991 51,861 63,757 41,678 25,695
Estimated future benefit payments to
plan 57,529 4,638 9,752 10,505 32,634
Capital commitments (a) � � � � �

Total contractual cash obligations (b) $ 1,876,266 $ 265,557 $ 537,456 $ 167,815 $ 905,438

(a) During the first
fiscal quarter of
2009, we
committed
$10.0 million to
an independent
private equity
limited
partnership
which invests in
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companies that
address resource
limits in energy,
water and
materials
(commonly
referred to as
the CleanTech
sector). Of that
amount, we
have invested
$2.3 million as
of
November 30,
2009. The
remaining
commitment of
$7.7 million is
callable over the
next five years
by the general
partner. As the
timing of capital
calls have no
specified dates,
this
commitment has
been excluded
from the above
table as we
cannot currently
determine when
such
commitment
calls will occur.
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(b) At
November 30,
2009, we have
$4.3 million and
$84.1 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 DISCLOSURES 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 and fixed purchase obligations
denominated in a currency other than the functional currency of the respective operating entity. All derivative
instruments are recorded on our Condensed Consolidated Balance Sheets at their respective fair market values. Except
for certain foreign currency contracts, with a notional amount outstanding at November 30, 2009 of $49.4 million and
a fair value of $2.6 million, which are recorded in prepaid and other current assets at November 30, 2009, 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 in our Condensed Consolidated Statements of Operations.
     The aggregate notional amount of outstanding contracts at November 30, 2009 that do not qualify as accounting
hedges was $700.9 million. The fair value of these contracts amounted to a $13.3 million asset recorded in prepaid
and other current assets and a $9.1 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, 2009. Upon expiration of the contracts, the change in
fair value will be reflected in cost of revenue in our Condensed Consolidated Statements of Operations. The forward
contracts are denominated in British pounds, Chinese yuan renminbi, Euros, Hungarian forints, Indian rupees,
Japanese yen, Malaysian ringgits, Mexican pesos, Polish zlotys, Singapore dollars, Taiwanese 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 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, 2009, 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 $461.3 million in borrowings outstanding under these facilities at
November 30, 2009. See �Management�s Discussion and Analysis of Financial Condition and Results of Operations �
Liquidity and Capital Resources� and Note 11 � �Notes Payable, Long-Term Debt and Long-Term Lease Obligations� to
the Condensed Consolidated Financial Statements for additional information regarding our outstanding debt
obligations.
     In the second quarter of fiscal year 2009, we entered into an interest rate swap related to $100.0 million of our
variable rate debt. The swap is accounted for as a cash flow hedge. The interest rate swap transaction effectively locks
in a fixed interest rate for variable rate interest payments. Under the terms of the swap, we will pay a fixed rate and
will receive a variable rate based on the one month USD LIBOR rate plus a credit spread.
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, 2009. 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.
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Changes in Internal Control over Financial Reporting
     For our fiscal quarter ended November 30, 2009, 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.
     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,
2009, 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 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 have been involved in certain ongoing litigation matters and have received a subpoena from a U.S. attorney�s
office relating to certain of our historical stock option grant practices, and we have also had committees of our Board
of Directors review certain of our historical stock option grant and revenue recognition practices. These matters are
more fully described in Part I, Item 3, �Legal Proceedings,� of our Annual Report on Form 10-K for the fiscal year
ended August 31, 2009 and Note 6 � �Commitments and Contingencies� to the Condensed Consolidated Financial
Statements.
     In addition, we are party to certain other 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;
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