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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

Quarterly Report Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

For the quarterly period ended June 30, 2012

or

Transition Report Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934
Commission File Number 001-14423

PLEXUS CORP.
(Exact name of registrant as specified in charter)

Wisconsin 39-1344447

. (IRS Employer
(State of Incorporation) Identification No.)
One Plexus Way

Neenah, Wisconsin 54956

(Address of principal executive offices)(Zip Code)

Telephone Number (920) 722-3451

(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 y No ~
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 y No ~

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 filery Accelerated filer

" (Do not check if a smaller reporting
company)

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

As of July 27, 2012, there were 34,984,032 shares of Common Stock of the Company outstanding.

Non-accelerated filer Smaller reporting company ™
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PARTI. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

PLEXUS CORP. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE INCOME

(in thousands, except per share data)

Unaudited
Three Months Ended Nine Months Ended
June 30, July 2, June 30, July 2,
2012 2011 2012 2011
Net sales $608,819 $559,183 $1,711,943 $1,693,102
Cost of sales 551,426 505,109 1,548,274 1,528,648
Gross profit 57,393 54,074 163,669 164,454
Selling and administrative expenses 30,113 29,189 86,859 85,310
Operating income 27,280 24,885 76,810 79,144
Other income (expense):
Interest expense (4,125 ) (3,301 ) (12,205 ) (7,564
Interest income 446 388 1,344 954
Miscellaneous 1,860 750 1,543 593
Income before income taxes 25,461 22,722 67,492 73,127
Income tax expense 1,928 682 6,131 2,194
Net income $23,533 $22.040 $61,361 $70,933
Earnings per share:
Basic $0.67 $0.60 $1.76 $1.81
Diluted $0.66 $0.58 $1.73 $1.78
Weighted average shares outstanding:
Basic 34,982 37,021 34,819 39,135
Diluted 35,643 37,860 35,501 39,923
Comprehensive income:
Net income $23,533 $22.040 $61,361 $70,933
Dgrivative instrumgnt fair market value (1113 ) 818 2,546 3.265
adjustment—net of income tax
Foreign currency translation adjustments (2,475 ) 281 (1,298 ) 2,651
Comprehensive income $19,945 $23,139 $62,609 $76,849

See notes to condensed consolidated financial statements.
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PLEXUS CORP. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

Unaudited

ASSETS

Current assets:

Cash and cash equivalents

Accounts receivable, net of allowances of $1,018 and $3,256, respectively
Inventories

Deferred income taxes

Prepaid expenses and other

Total current assets

Property, plant and equipment, net

Deferred income taxes

Other

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities:

Current portion of long-term debt and capital lease obligations
Accounts payable

Customer deposits

Accrued liabilities:

Salaries and wages

Other

Total current liabilities

Long-term debt and capital lease obligations, net of current portion
Other liabilities

Total non-current liabilities

Commitments and contingencies (Note 13)

Shareholders’ equity:

Preferred stock, $.01 par value, 5,000 shares authorized, none issued or outstanding
Common stock, $.01 par value, 200,000 shares authorized, 48,737 and 48,298 shares

issued, respectively, and 34,983 and 34,544 shares outstanding, respectively
Additional paid-in capital

Common stock held in treasury, at cost, 13,754 shares for both periods
Retained earnings

Accumulated other comprehensive income

Total shareholders’ equity

Total liabilities and shareholders’ equity

See notes to condensed consolidated financial statements.
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June 30,
2012

$277,909
312,510
487,749
15,755
14,837
1,108,760
253,001
11,330
37,820
$1,410911

$13,838
358,734
35,044

37,571
47,369
492,556
260,843
18,939
279,782

487

432,634
(400,110
596,185
9,377
638,573
$1,410911

October 1,
2011

$242,107
284,019
455,836
15,750
10,858
1,008,570
247,816
12,470
35,669
$1,304,525

$17,350
307,152
30,739

42,101
57,335
454,677
270,292
20,674
290,966

483

415,556
(400,110
534,824
8,129
558,882
$1,304,525
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PLEXUS CORP. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Unaudited

Cash flows from operating activities

Net income

Adjustments to reconcile net income to cash flows from operating activities:
Depreciation

Amortization of intangibles

(Gain) loss on sale of property, plant and equipment
Deferred income taxes

Stock based compensation expense

Changes in operating assets and liabilities, excluding effects of acquisitions:
Accounts receivable

Inventories

Prepaid expenses and other

Accounts payable

Customer deposits

Accrued liabilities and other

Cash flows provided by operating activities

Cash flows from investing activities

Payments for property, plant and equipment

Proceeds from sales of property, plant and equipment
Sale of long-term investments

Payments for business acquisition, net of cash acquired
Cash flows used in investing activities

Cash flows from financing activities

Proceeds from debt issuance, net of deferred finance costs
Payments on debt and capital lease obligations

Purchases of common stock

Proceeds from exercise of stock options

Income tax benefit of stock option exercises

Cash flows used in financing activities

Effect of exchange rate changes on cash and cash equivalents
Net increase in cash and cash equivalents

Cash and cash equivalents:

Beginning of period

End of period

See notes to condensed consolidated financial statements.
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Nine Months Ended

June 30, July 2,

2012 2011

$61,361 $70,933
36,119 34,134

779 —

(1,228 40

1,636 1,646

9,588 8,218

(28,643 11,472

(6,400 10,182

(4,598 (9,413 )
58,009 (55,471 )
4,286 5,117

(14,090 (12,889 )
116,819 63,969

(45,068 (44,159 )
2,753 2,080

2,000 —

(34,155 —

(74,470 (42,079 )
89,082 175,000
(102,977 (13,142 )
— (170,403 )
5,777 4,899

1,717 1,239

(6,401 (2,407 )
(146 1,002

35,802 20,485
242,107 188,244
$277,909 $208,729
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PLEXUS CORP. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE AND NINE MONTHS ENDED JUNE 30, 2012 AND JULY 2, 2011

Unaudited

NOTE 1—BASIS OF PRESENTATION AND ACCOUNTING POLICIES

Basis of Presentation

The accompanying condensed consolidated financial statements included herein have been prepared by Plexus Corp.
and its subsidiaries (together “Plexus,” the “Company,” or “we”) without audit and pursuant to the rules and regulations of
the United States (“U.S.”) Securities and Exchange Commission (“SEC”). In the opinion of the Company, the
accompanying condensed consolidated financial statements reflect all adjustments, which include normal recurring
adjustments necessary for the fair statement of the consolidated financial position of the Company as of June 30, 2012
and October 1, 2011, and the results of operations for the three and nine months ended June 30, 2012 and July 2, 2011,
and the cash flows for the same nine month periods.

Certain information and footnote disclosures, normally included in financial statements prepared in accordance with
generally accepted accounting principles, have been condensed or omitted pursuant to the SEC’s rules and regulations
dealing with interim financial statements. However, the Company believes that the disclosures made in the condensed
consolidated financial statements included herein are adequate to make the information presented not misleading. It is
suggested that these condensed consolidated financial statements be read in conjunction with the consolidated
financial statements and notes thereto included in the Company’s 2011 Annual Report on Form 10-K.

The Company’s reportable segments consist of the “Americas” (“AMER”) segment, “Asia-Pacific” (“APAC”) segment and
“Europe, Middle East, and Africa” (“EMEA”) segment. Refer to Note 10, "Business Segment and Major Customer
Information," for further details on reportable segments.

Revision of prior period financial statements

During the second quarter of fiscal 2012, the Company revised its previously issued financial statements as a result of
a correction to the classification of upfront payments made for land use rights in certain foreign countries. Refer to
Note 16, "Revision of Prior Period Financial Statements," for further discussion of these revisions.

Cash and Cash Equivalents

Cash and cash equivalents include highly liquid investments with original maturities of three months or less at the
time of purchase and are classified as Level 1 in the fair level hierarchy described below.

Fair Value of Financial Instruments

The Company holds financial instruments consisting of cash and cash equivalents, accounts receivable, accounts
payable, debt, derivatives, and capital lease obligations. The carrying values of cash and cash equivalents, accounts
receivable, accounts payable, derivatives, and capital lease obligations as reported in the condensed consolidated
financial statements approximate fair value. Accounts receivable were reflected at net realizable value based on
anticipated losses due to potentially uncollectible balances. Anticipated losses were based on management’s analysis of
historical losses and changes in customers’ credit status. The fair value of the Company’s long-term debt was $259.0
million and $274.3 million as of June 30, 2012 and October 1, 2011, respectively. The carrying value of the
Company’s long-term debt was $261.3 million and $272.5 million as of June 30, 2012 and October 1, 2011,
respectively. The Company uses quoted market prices when available or discounted cash flows to calculate the fair
value of its debt. If measured at fair value in the financial statements, long-term debt (including the current portion)
would be classified as Level 2 in the fair value hierarchy described below. Refer to Note 6, "Derivatives and Fair
Value Measurements," for further details on derivatives.

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (or exit
price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. Valuation techniques used to measure fair value must maximize the use of
observable inputs and minimize the use of unobservable inputs. The accounting guidance establishes a fair value
hierarchy based on three levels of inputs that may be used to measure fair value. The input levels are:

Level 1: Quoted (observable) market prices in active markets for identical assets or liabilities.
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Level 2: Inputs other than Level 1 that are observable, such as quoted prices for similar assets or liabilities; quoted
prices in markets that are not active; or other inputs that are observable or can be corroborated by observable market
data for
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substantially the full term of the asset or liability.

Level 3: Unobservable inputs that are supported by little or no market activity and that are significant to the fair value
of the asset or liability.

NOTE 2—BUSINESS COMBINATION

In the second quarter of fiscal 2012, Plexus and Kontron AG (“Kontron”) entered into a strategic manufacturing
arrangement, and completed the related asset purchase transaction described below. Under this arrangement, Kontron
transitioned all manufacturing of its Kontron Design Manufacturing Services (M) Sdn. Bhd. subsidiary (“KDMS”)
located in Penang, Malaysia to Plexus facilities in Penang. Plexus acquired the inventory and equipment of KDMS for
an initial purchase price of $35.2 million, which was paid with cash on-hand, and hired substantially all of KDMS's
employees. No real estate was included in this transaction. This transaction has been accounted for as a business
combination. The purchase price was allocated primarily to inventory and equipment. An identifiable intangible asset
related to a customer relationship was recorded within other non-current assets in the Company's accompanying
Condensed Consolidated Balance Sheets as a result of the arrangement and will be amortized on a straight-line basis
over a two year period. Under this arrangement, Kontron also committed to approximately $100 million of
incremental revenue annually for two years. In the three months ended June 30, 2012, the Company recorded a $1.1
million purchase price adjustment as a result of a post closing adjustment, for which the cash was received in the third
quarter of fiscal 2012. The purchase price allocation may be further adjusted to reflect final valuation of the assets
acquired. Assuming this transaction had been made at the beginning of any period presented, the consolidated pro
forma results would not be materially different from reported results.

NOTE 3—INVENTORIES

Inventories are stated at the lower of cost (on a first-in, first-out basis) or market value. The stated cost is comprised of
direct materials, labor, and overhead. The major classes of inventories, net of applicable lower of cost or market
write-downs, were as follows (in thousands):

June 30, October 1,
2012 2011
Raw materials $355,014 $337,136
Work-in-process 51,838 46,330
Finished goods 80,897 72,370
$487,749 $455,836

Per contractual terms, customer deposits are received by the Company to offset obsolete and excess inventory risks.
The total amount of customer deposits related to inventory and included within current liabilities on the accompanying
Condensed Consolidated Balance Sheets as of June 30, 2012 and October 1, 2011 was $33.3 million and $29.8
million, respectively.

NOTE 4—PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consisted of the following categories (in thousands):

June 30, October 1,
2012 2011
Land, buildings and improvements $169,793 $143,254
Machinery and equipment 298,337 278,807
Computer hardware and software 87,511 83,373
Construction in progress 20,633 40,553
576,274 545,987
Less: accumulated depreciation 323,273 298,171
$253,001 $247,816
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Note certain fiscal 2011 property, plant and equipment amounts have been revised as described in Note 16, "Revision
of Prior Period Financial Statements."
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NOTE 5—DEBT

On May 15, 2012, the Company entered into a five-year, $250 million senior unsecured credit facility that terminates
on May 15, 2017 (the “New Credit Facility”). The New Credit Facility includes a $160 million revolving credit facility
and a $90 million term loan. The revolving credit facility may be increased by $100 million (the "increase option") to
$260 million generally by mutual agreement of the Company, the lenders, the letter of credit issuers and the
administrative agent named in the related credit agreement (the "Credit Agreement"), subject to certain customary
conditions. The New Credit Facility was used to refinance the Company's then-existing $100 million senior unsecured
revolving credit facility (no amounts were outstanding as of May 15, 2012) and its $150 million senior unsecured term
loan (balance of $90.0 million as of May 15, 2012), both of which were scheduled to mature on April 4, 2013 (the
“Prior Credit Facility”), and for general corporate purposes.

The financial covenants (as defined under the New Credit Facility) require that the Company maintain, as of each
fiscal quarter end, a maximum total leverage ratio and a minimum interest coverage ratio. As of June 30, 2012, the
Company was in compliance with all covenants of the New Credit Facility. Borrowings under the New Credit Facility,
at the Company's option, bear interest at a defined base rate or the LIBOR rate plus, in each case, an applicable margin
based upon the Company's leverage ratio as defined in the Credit Agreement. Rates would increase upon negative
changes in specified Company financial metrics and would decrease upon reduction in the current total leverage ratio
to no less than LIBOR plus 1.00% or base rate plus 0%. The Company is also required to pay an annual commitment
fee on the unused revolver credit commitment based on the Company's leverage ratio; the fee was 0.20% as of

June 30, 2012.

In connection with the New Credit Facility, the Company incurred approximately $0.9 million in new debt issuance
costs, which are being amortized over the five-year term of the New Credit Facility. In addition, at the time of the
refinancing the Company expensed approximately $0.2 million related to the transactions.

The Company repaid $3.75 million of term loans outstanding on its New Credit Facility in the third quarter of fiscal
2012. During each of the first two quarters of fiscal 2012, the Company repaid $3.75 million of term loans outstanding
on its Prior Credit Facility. As of June 30, 2012, the Company had term loan borrowings of $86.3 million outstanding
and no revolving borrowings under the New Credit Facility.

During each of the first three quarters of fiscal 2011, the Company repaid $3.75 million each quarter of term loans
outstanding under its Prior Credit Facility. As of July 2, 2011, the Company had term loan borrowings of $101.3
million outstanding and no revolving borrowings under the Prior Credit Facility.

During the third quarter of fiscal 2011, the Company entered into a Note Purchase Agreement with certain

institutional investors and issued $175 million in principal of 5.20% Senior Notes, due on June 15, 2018 (the “Notes”).
The Company had $175 million principal of Notes outstanding as of both June 30, 2012 and July 2, 2011.

NOTE 6—DERIVATIVES AND FAIR VALUE MEASUREMENTS

All derivatives are recognized in the accompanying Condensed Consolidated Balance Sheets at their estimated fair
value. On the date a derivative contract is entered into, the Company designates the derivative as a hedge of a
recognized asset or liability (a “fair value” hedge), a hedge of a forecasted transaction or of the variability of cash flows
to be received or paid related to a recognized asset or liability (a “cash flow” hedge), or a hedge of the net investment in
a foreign operation. The Company currently has cash flow hedges related to variable rate debt and foreign currency
obligations. The Company does not enter into derivatives for speculative purposes. Changes in the fair value of the
derivatives that qualify as cash flow hedges are recorded in “Accumulated other comprehensive income” in the
accompanying Condensed Consolidated Balance Sheets until earnings are affected by the variability of the cash flows.
The Company’s Mexican operations were parties to forward exchange contracts all of which were settled as of June 30,
2012. The total fair value of these forward contracts was a $1.0 million liability as of October 1, 2011.

During the second quarter of fiscal 2011, the Company entered into forward exchange contracts to fix the exchange
rates on foreign currency cash used to pay for capital expenditures related to the construction of the Company’s fourth
facility in Malaysia; these contracts were settled as of the end of the first quarter of fiscal 2012. The total fair value of
these forward contracts was a $0.1 million liability as of October 1, 2011.

10
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The Company’s Malaysian operations have also entered into forward exchange contracts on a rolling basis with a total
notional value of $54.1 million as of June 30, 2012. These forward contracts will fix the exchange rates on foreign
currency cash used to pay a portion of local currency expenses. The total fair value of these forward contracts was a
$1.4 million liability as of June 30, 2012 and a $1.5 million liability as of October 1, 2011.
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During fiscal 2011, the Company entered into treasury rate lock hedge contracts to hedge the variability of the fixed
interest rate on the then-forecasted issuance of $175 million of fixed rate debt using a treasury lock transaction.
During the third quarter of fiscal 2011, when the fixed interest rate for the debt issuance was determined, all three
treasury rate lock contracts were settled and the Company received proceeds of $2.3 million, which is being amortized
over the seven year term of the related debt.

The Company entered into three interest rate swap contracts related to the $150 million in term loans under its Prior
Credit Facility that had an initial total notional value of $150 million and mature on April 4, 2013. These interest rate
swap contracts continued into the New Credit Facility and pay the Company variable interest at the three month
LIBOR rate, and the Company pays the counterparties a fixed interest rate. The fixed interest rates for each of these
contracts are 4.415%, 4.490% and 4.435%, respectively. These interest rate swap contracts were originally entered
into to convert $150 million of the variable rate term loan under the Prior Credit Facility into fixed rate debt. Based on
the terms of the interest rate swap contracts and the underlying debt, these interest rate contracts were determined to
be effective, and thus qualify as a cash flow hedge. As such, any changes in the fair value of these interest rate swaps
are recorded in “Accumulated other comprehensive income” on the accompanying Condensed Consolidated Balance
Sheets until earnings are affected by the variability of cash flows. The total fair value of these interest rate swap
contracts was a $2.5 million liability as of June 30, 2012 and a $5.2 million liability as of October 1, 2011. As of
June 30, 2012, the total remaining combined notional amount of the Company’s three interest rate swaps was $86.3
million.

The tables below present information regarding the fair values of derivative instruments (as defined in Note 1 — Basis
of Presentation and Accounting Policies) and the effects of derivative instruments on the Company’s Condensed
Consolidated Financial Statements:

Fair Values of Derivative Instruments
In thousands of dollars

Asset Derivatives Liability Derivatives
June 30, October 1, June 30, October 1,
2012 2011 2012 2011
Dem.latn./es designated as Balan‘ce Sheet Fair Value Fair Value Balan?e Sheet Fair Value Fair Value
hedging instruments Location Location
Interest rate swaps $— $— Current $2,515 $ 3,493

liabilities — Other
Interest rate swaps $— $— Other liabilities $— $1,746

Current
labilities —Other $1407  $2.544

Forward contracts $— $—
The Effect of Derivative Instruments on the Condensed Statements of Operations
for the Three Months Ended
In thousands of dollars
Amount of Gain or ‘ . . Location of Ggin or. Arpount of
Derivatives in (Loss) Recognized irlLocatlon of Gglr} or Amount of Gal.n. or (Loss) Recogm‘zed.m Gain or . ‘
Cash Flow Other Comprehensiv (Loss) Reclassified (Loss) Reclassified Income gn Der1v.at1ve (Loss) Recogm.zed' in
Hedging Income (“OCI”) on Gfrom‘Accumulated from'Accumulated (Ineffective Portion Income Qn DerlYatlve |
Relationships  Derivative OCI 1nFo Income OCI 1nFo Income and (Ineffective Portion anc
(Effective Portion) (Effective Portion) (Effective Portion) Amount Excluded from Amount Excluded from
Effectiveness Testing) Effectiveness Testing)

June 30, July 2, June 30, July 2, June 30,July 2,

2012 2011 2012 2011 2012 2011
Interest rate $23 $(676 ) Interest income $(868 ) $(1.085) Other income $_ §_
swaps (expense) (expense)

12
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contracts

Treasury Rate
Locks

$(1,631) $695

$— $869
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Selling and
administrative
expenses
Interest income
(expense)

$(52 ) $953

$79

$43

Other income
(expense)

Other income
(expense)
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The Effect of Derivative Instruments on the Condensed Statements of Operations
for the Nine Months Ended
In thousands of dollars
Amount of Gain or

. . Amount of Gal.n or Location of Gain or Amount of Gain or Location of Ggm or. (Loss) Recognized in
Derivatives in (Loss) Recognized i . o (Loss) Recognized in
.(Loss) Reclassified (Loss) Reclassified . Income on
Cash Flow Other Comprehensiye Income on Derivative .
) “ . rom Accumulated from Accumulated i . Derivative
Hedging Income (“OCI”) on . . (Ineffective Portion and . .
. . .. OClI into Income  OCI into Income (Ineffective Portion anc
Relationships Derivative . . . . Amount Excluded from
) . (Effective Portion) (Effective Portion) . . Amount Excluded from
(Effective Portion) Effectiveness Testing) . .
Effectiveness Testing)
June 30, July 2, June 30, July 2, June 30July 2,
2012 2011 2012 2011 2012 2011
Imerestrate ¢35 gragp ) [MEISSLINCOME g5 686) $(3,306) Other income (expense) $—  $—
swaps (expense)
Forward Selling and
$761  $2,108 administrative $(356 ) $2,848 Other income (expense) $— $—
contracts
expenses
Treasury Rate $— $2,281 Interest income $239 $43 Other income (expense) $— $—
Locks (expense)

The following table lists the fair values of assets/(liabilities) of the Company’s derivatives as of June 30, 2012, by input
level as defined above (in thousands):

Derivatives Level 1 Level 2 Level 3 Total
Interest rate swaps $— $(2,515 ) $— $(2,515 )
Foreign currency forward contracts $— $(1,407 ) $— $(1,407 )

The fair value of interest rate swaps and foreign currency forward contracts is determined using a market approach
which includes obtaining directly or indirectly observable values from third parties active in the relevant markets. The
primary input in the fair value of the interest rate swaps is the relevant LIBOR forward curve. Inputs in the fair value
of the foreign currency forward contracts include prevailing forward and spot prices for currency and interest rate
forward curves.

NOTE 7—EARNINGS PER SHARE

The following is a reconciliation of the amounts utilized in the computation of basic and diluted earnings per share (in
thousands, except per share amounts):

Three Months Ended Nine Months Ended
June 30, July 2, June 30, July 2,
2012 2011 2012 2011
Basic and Diluted Earnings Per Share:
Net income $23,533 $22.,040 $61,361 $70,933
Basic weighted average common shares outstanding 34,982 37,021 34,819 39,135
Dilutive effect of share-based awards outstanding 661 839 682 788
Diluted weighted average shares outstanding 35,643 37,860 35,501 39,923
Earnings per share:
Basic $0.67 $0.60 $1.76 $1.81
Diluted $0.66 $0.58 $1.73 $1.78

For the three and nine months ended June 30, 2012, stock options and stock-settled stock appreciation rights
("SARS") for approximately 1.4 million and 1.3 million shares, respectively, were not included in the computation of

14
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diluted earnings per share because the options’ and stock-settled SARs’ exercise prices were greater than the average
market price of the Company's common shares and, therefore, their effect would be anti-dilutive. For both the three
and nine months ended June 30, 2012, restricted stock units (“RSUs”) of approximately 0.1 million units were
outstanding but were not included in the computation of diluted earnings per share because their effect would have
been anti-dilutive.
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For the three and nine months ended July 2, 2011, stock options and stock-settled SARs for approximately 1.1 million
and 1.2 million shares, respectively, were not included in the computation of diluted earnings per share because the
options’ and stock-settled SARs’ exercise prices were greater than the average market price of the Company's common
shares and, therefore, their effect would be anti-dilutive. For three and nine months ended July 2, 2011, none of the
RSUs outstanding had an anti-dilutive effect.

NOTE 8—STOCK-BASED COMPENSATION

The Company recognized $3.2 million and $9.6 million of compensation expense associated with stock-based awards
for the three and nine months ended June 30, 2012, respectively, and $2.7 million and $8.2 million for the three and
nine months ended July 2, 2011, respectively.

The Company continues to use the Black-Scholes valuation model to determine the fair value of stock options and
stock-settled SARs. The Company uses the fair value at the date of grant to value RSUs and unrestricted stock awards.
The Company recognizes stock-based compensation expense over the stock-based awards’ vesting period.

NOTE 9—INCOME TAXES

Income tax expense for the three and nine months ended June 30, 2012 was $1.9 million and $6.1 million,
respectively. The effective tax rates for the three and nine months ended June 30, 2012 were 8 and 9 percent,
respectively. As demonstrated in recent quarters, the Company’s tax rate can vary during the year based on the mix of
forecasted earnings by tax jurisdiction. The Company currently benefits from reduced taxes in the APAC segment due
to tax holidays in Penang, Malaysia and Xiamen, China.

Income tax expense for the three and nine months ended July 2, 2011 was $0.7 million and $2.2 million, respectively.
The effective tax rates for both the three and nine months ended July 2, 2011 were 3 percent.

As of June 30, 2012, there was no material change in the amounts recorded for uncertain tax positions as compared to
the fiscal 2011 year end. The Company recognizes accrued interest and penalties related to uncertain tax positions in
income tax expense. The amount of interest and penalties recorded for both the three and nine months ended June 30,
2012 and July 2, 2011 was not material.

It is reasonably possible that a number of uncertain tax positions related to federal and state tax positions may be
settled within the next 12 months. The Company is currently under examination by taxing authorities in the U.S. for
fiscal years 2008 through 2010 and is not undergoing any tax examinations in any of its major foreign jurisdictions.
The U.S. examination may be resolved within the next twelve months, but at this time it is not possible to estimate the
amount of the effects of any changes to the Company's previously recorded uncertain tax positions.

The Company maintains valuation allowances when it is more likely than not that all or a portion of a deferred tax
asset will not be realized. As of June 30, 2012, there was no material change in the valuation allowance as compared
to the fiscal 2011 year end. Despite losses in fiscal years 2009-2011 in the U.S. tax jurisdiction, the Company’s U.S.
operations generated income for the three and nine months ended June 30, 2012. Based on the weight of all the
evidence, both positive and negative, it is more likely than not that the Company will be able to utilize its U.S. net
deferred tax assets and no valuation allowance is warranted. However, if the Company’s U.S. operations cannot sustain
forecasted profitability, there may be a need to provide a valuation allowance on the Company’s net U.S. deferred tax
assets which approximate $21.4 million as of June 30, 2012.

NOTE 10—BUSINESS SEGMENT AND MAJOR CUSTOMER INFORMATION

Reportable segments are defined as components of an enter