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PART 1

When used in this Annual Report on Form 10-K (the “Report”), the words “believes,” “plans,” “estimates,” “anticipates,”
“expects,” “intends,” “allows,” “can,” “may,” “designed,” “will,” and similar expressions are intended to identify forward-look
statements. These are statements that relate to future periods and include statements about our business model and our
services, our market strategy, including expansion of our product lines, our infrastructure, our investment in our
information technology, or IT, systems, anticipated benefits of our acquisitions, impact of MiTAC International
Corporation, or MiTAC International, ownership interest in us, our revenue, sources of revenue and operating results,
our gross margins, competition with Synnex Technology International Corp., our future needs for additional
financing, concentration of customers, adequacy of our facilities, our legal proceedings, our international operations,
expansion of our operations, our strategic acquisitions of businesses and assets, effects of future expansion of our
operations, adequacy of our cash resources to meet our capital needs, cash held by our foreign subsidiaries, our
convertible notes, including the settlement of our convertible notes, adequacy of our disclosure controls and
procedures, dependency on personnel, pricing pressures, competition, impact of rules and regulations affecting public
companies, impact of our pricing policies, our anti-dilution share repurchase program, impact of our accounting
policies, and statements regarding our securitization programs and revolving credit lines. Forward-looking statements
are subject to risks and uncertainties that could cause actual results to differ materially from those projected. These
risks and uncertainties include, but are not limited to, those risks discussed below, as well as the seasonality of the
buying patterns of our customers, concentration of sales to large customers, dependence upon and trends in capital
spending budgets in the IT and consumer electronics, or CE, industries, fluctuations in general economic conditions
and risks set forth below under Part I, Item 1A, “Risk Factors.” These forward-looking statements speak only as of the
date hereof. We expressly disclaim any obligation or undertaking to release publicly any updates or revisions to any
forward-looking statements contained herein to reflect any change in our expectations with regard thereto or any
change in events, conditions or circumstances on which any such statement is based.

In the sections of this Report entitled “Business Overview” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” all references to “SYNNEX,” “we,” “us,” “our” or the “Company” mean SYNNEX
Corporation and our subsidiaries, except where it is made clear that the term means only the parent company or one of
its segments.

SYNNEX, the SYNNEX Logo, CONCENTRIX, the CONCENTRIX Logo, EMJ, HYVE SOLUTIONS, NEW AGE
ELECTRONICS, the NEW AGE ELECTRONICS Logo, JACK OF ALL GAMES, the JACK OF ALL GAMES
Logo, PRINTSOLV, VARNEX, PC WHOLESALE, ASPIRE, ENCOVER, GEM, VISIONMAX and all other
SYNNEX company, product and service names and slogans are trademarks or registered trademarks of SYNNEX
Corporation. SYNNEX, the SYNNEX Logo , CONCENTRIX, HYVE SOLUTIONS, PRINTSOLYV, and VARNEX
Reg. U.S. Pat. & Tm. Off. Other names and marks are the property of their respective owners.

EEINT3 99 ¢ 99 ¢

99 ¢

Item 1. Business Overview

We are a Fortune 500 corporation and a leading business process services company, servicing resellers, retailers and
original equipment manufacturers, or OEMs, in multiple regions around the world. Our primary business process
services are wholesale distribution and business process outsourcing, or BPO. We operate in two segments:
distribution services and global business services, or GBS. Our distribution services segment distributes IT systems,
peripherals, system components, software, networking equipment, CE, and complementary products and also offers
data center server and storage solutions. We also provide contract assembly services within our distribution services
segment. Our GBS segment offers a range of BPO services to customers that include technical support, renewals
management, lead management, direct sales, customer service, back office processing and information technology
outsourcing, or ITO. Many of these services are delivered and supported on the proprietary software platforms we
have developed to provide additional value to our customers.

We combine our core strengths in distribution with our BPO services to help our customers achieve greater
efficiencies in time to market, cost minimization, real-time linkages in the supply chain and after-market product
support. We distribute more than 25,000 technology products (as measured by active SKUs) from more than 200 IT,
CE and OEM suppliers to more than 20,000 resellers, system integrators, and retailers throughout the United States,



Edgar Filing: SYNNEX CORP - Form 10-K

Canada, Japan and Mexico. As of November 30, 2012, we had over 11,000 full-time and temporary employees
worldwide. From a geographic perspective, approximately 87%, of our total revenue was from North America for
both the fiscal years 2012 and 2011 and 98% for the fiscal year 2010.

In our distribution services segment, we purchase IT systems, peripherals, system components, software, networking
equipment, CE and complementary products from our primary suppliers and sell them to our reseller and retail
customers. We perform a similar function for our distribution of licensed software products. Our reseller customers
include value-added
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resellers, or VARs, corporate resellers, government resellers, system integrators, direct marketers, and national and
regional retailers. In our distribution business, we provide comprehensive IT solutions in key vertical markets such as
government and healthcare. We also provide specialized service offerings that increase efficiencies in areas like print
management, renewals, networking and other services.

Our distribution services segment operates in the distribution and contract assembly service industries, which are
characterized by low gross profit as a percentage of revenue, or gross margin, and low income from operations as a
percentage of revenue, or operating margin. The market for IT and CE products and services is generally characterized
by declining unit prices and short product life cycles. We set our sales price based on the market supply and demand
characteristics for each particular product or bundle of products we distribute and services we provide.

In our distribution services segment, we are highly dependent on the end-market demand for IT and CE products and
services. This end-market demand is influenced by many factors including the introduction of new IT and CE
products and software by OEMs, replacement cycles for existing I'T and CE products, overall economic growth and
general business activity. A difficult and challenging economic environment may also lead to consolidation or decline
in the IT and CE industries and increased price-based competition.

In our GBS segment, we provide a comprehensive range of services to enhance the customer lifecycle and to acquire,
support, retain and renew customer relationships. Our customers are primarily manufacturers of I'T hardware and CE
devices, developers of software, cloud service providers, and broadcast and social media.

Our GBS segment generates revenue from performing services that are generally tied to our customers' products and
how they are received in the marketplace. Any shift in business or size of the market for our customers' products, any
failure of technology and failure of acceptance of our customers' products in the market may impact our business.
Generally, the employee turnover rate in this business and the risk of losing experienced employees are high. Higher
turnover rates can increase costs and decrease the operating efficiencies and productivity.

We have been in business since 1980 and are headquartered in Fremont, California. We have operations in North
America, Central America, Asia and Europe. We were originally incorporated in the State of California as COMPAC
Microelectronics, Inc. in November 1980, and we changed our name to SYNNEX Information Technologies, Inc. in
February 1994. We later reincorporated in the State of Delaware under the name of SYNNEX Corporation in October
2003.

Our Products and Suppliers

We distribute a broad line of IT products, including IT systems, peripherals, system components, software and
networking equipment for more than 200 OEM suppliers, enabling us to offer comprehensive solutions to our reseller
and retail customers.

For the fiscal year 2012, our product mix by category was in the following ranges:

Product Category:

Peripherals 32% - 36%
IT Systems 30% - 34%
System Components 15% - 19%
Software 9% - 13%
Networking Equipment 4% - 8%

Our suppliers include leading IT systems, networking equipment, software, peripherals and CE manufacturers. Our
primary OEM suppliers are Hewlett-Packard Company, or HP, Lenovo, Acer Inc., Panasonic Corporation, Seagate
Technologies LL.C, Microsoft Corporation, Asus TeK Computer Inc., Intel Corporation, Lexmark International Inc.
and Symantec Corporation.

Our largest OEM supplier is HP. Revenue from the sale of HP products and services represented approximately 36%,
35%, and 38% of our revenue for fiscal years 2012, 2011, and 2010, respectively. As is typical with our OEM supplier
agreements, our United States Business Development Partner Agreement with HP is short-term and may be
terminated without cause upon short notice. In the event of any breach of the agreement by us, HP may terminate the
agreement and we may be required to refund HP any discounts or program payments paid during the period we were
in breach of the agreement and reimburse HP for reasonable attorneys’ fees. In the event the agreement is terminated
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for cause or if we fail to perform our obligations under the agreement, our agreement with HP for the resale of
products, support and services will automatically terminate upon such default or termination. If either party becomes
insolvent or bankrupt, the other party may terminate the
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agreement without notice and cancel any unfulfilled obligations, except for payment obligations. Some of our
subsidiaries also have territorial supplier agreements with subsidiaries of HP located in the respective countries.

In addition to HP, we have distribution agreements with most of our suppliers. These agreements usually provide for
nonexclusive distribution rights and pertain to specific geographic territories. The agreements are also generally
short-term, subject to periodic renewal, and often contain provisions permitting termination by either our supplier or
us without cause upon relatively short notice. An OEM supplier that elects to terminate a distribution agreement will
generally repurchase its products carried in our inventory.

Our distribution and contract assembly business subjects us to the risk that the value of our inventory will be affected
adversely by suppliers’ price reductions or by technological changes affecting the usefulness or desirability of the
products comprising our inventory. Many of our OEM suppliers offer us limited protection from the loss in value of
our inventory due to technological change or a supplier’s price reductions. Under many of these agreements, we have a
limited period of time to return or exchange products or claim price protection credits. We monitor our inventory
levels and attempt to time our purchases to maximize our protection under supplier programs.

Our Customers

We distribute IT products to more than 20,000 resellers, system integrators and retailers. Resellers are classified
primarily by their end-user customers. End-users include large corporations or enterprises, federal, state and local
governments, small/medium sized businesses, or SMBs, and individual consumers. In addition, resellers vary greatly
in size and geographic reach. Our reseller customers buy from us and other distributors. Our larger reseller customers
also buy certain products directly from OEM suppliers. System integrators offer services in addition to product resale,
primarily in systems customization, integration, and deployment. Retailers serve mostly individual end-users and to a
small degree, small office/home office customers.

In our GBS segment, our customers are primarily manufacturers of IT hardware and CE devices, developers of
software, cloud service providers, and broadcast and social media. We serve over 150 customers in this segment.

In fiscal years 2012 and 2011, no customer accounted for more than 10% of our total revenue. In fiscal year 2010, one
customer accounted for 11% of our total revenue. Some of our largest customers include CDW Corporation, Newegg
Inc., Best Buy Inc., Staples Business Depot and Insight Enterprises Inc.

Our Services

We offer a variety of business process services to our customers. These services can be purchased individually or they
can be purchased in combination with others in the form of supply chain solutions and after-market product support.
The two major categories of services include the following:

Distribution Services. We have sophisticated pick, pack and ship operations, which allows us to efficiently receive
shipments from our OEM suppliers and quickly fill orders for our reseller and retail customers. We generally stock or
otherwise have access to the inventory of our OEM suppliers to satisfy the demands of our reseller and retail
customers.

BPO Services. We offer a range of BPO services to customers that include technical support, renewals management,
lead management, direct sales, customer service, back office processing and information technology outsourcing.
Many of these services are delivered and supported on the proprietary software platforms that we have developed to
provide additional value to our customers.

The above major categories of services are complemented by the following:

Contract Assembly Services. We design and manufacture energy efficient and cost effective full rack server and
storage solutions and services to large scale data center customers through our Hyve Solutions division. We provide
our OEM contract assembly customers with systems design and build-to-order, or BTO, and configure-to-order, or
CTO, assembly capabilities. BTO assembly consists of building a group of systems with the same pre-defined
specifications, generally for our OEM customers’ inventory. CTO assembly consists of building a customized system
for an OEM customer’s individual order specifications. In both cases, we offer design, integration, test and other
production value-added services such as kitting, reconfiguration, asset tagging and hard drive imaging.

Logistics Services. We provide logistics support to our reseller customers such as outsourced fulfillment, virtual
distribution and direct ship to end-users. Other logistics support activities we provide include generation of
customized shipping documents, multi-level serial number tracking for customized, configured products and online
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order and shipment tracking. We also offer full turn-key logistics solutions designed to address the needs of large
volume or specialty logistics services. Our full turn-key service offering is modular in nature and is designed to cover
all aspects of the logistics lifecycle

3




Edgar Filing: SYNNEX CORP - Form 10-K

Table of Contents

including, transportation management, inventory optimization, complementary product matching, reverse logistics,
asset refurbishment and disposal and strategic procurement.

Online Services. We maintain electronic data interchange, or EDI, and web-based communication links with many of
our reseller and retail customers. These links improve the speed and efficiency of our transactions with our customers
by enabling them to search for products, check inventory availability and prices, configure systems, place and track
orders, receive invoices, review account status and process returns. We also have web-based application software that
allows our customers or their end-user customers to order software and take delivery online.

Financing Services. We offer our reseller customers a wide range of financing options, including net terms, third party
leasing, floor plan financing, letters of credit backed financing and arrangements where we collect payments directly
from the end-user. The availability and terms of our financing services are subject to our credit policies or those of
third party financing providers to our customers.

Marketing Services. We offer our OEM suppliers a full range of marketing activities targeting resellers, system
integrators and retailers including direct mail, external media advertising, reseller product training, targeted
telemarketing campaigns, national and regional trade shows, trade groups, database analysis, print on demand services
and web-based marketing.

Technical Solutions Services. We provide our reseller customers technical support services, including pre-sales and
post-sales support.

Sales and Marketing

For distribution, we serve our large commercial, government reseller and retail customers through dedicated sales
professionals. We market to smaller resellers and OEMs through dedicated regional sales teams. In addition, we have
dedicated product management and business development specialists that focus on the sale and promotion of the
products and services of selected suppliers or for specific end-market verticals. These specialists are also directly
involved in establishing new relationships with leading OEMs to create demand for their products and services and
with resellers for their customers’ needs. Our sales and marketing professionals are complemented by members of our
executive management team who are integral in identifying potential new customer opportunities, promoting sales
growth and ensuring customer satisfaction. We have sales and marketing professionals in close geographic proximity
to our reseller, retail and OEM customers.

As part of our GBS segment, we have sales teams dedicated to cultivating new BPO opportunities in customer
management, renewals management and back office processing on a global platform.

Our Operations

We operate over 35 distribution and administrative facilities in the United States, Canada, Japan and Mexico. Our
distribution processes are highly automated to reduce errors, ensure timely order fulfillment and enhance the
efficiency of our warehouse operations and back office administration. Our distribution facilities are geographically
dispersed to be near reseller customers and their end-users. This decentralized, regional strategy enables us to benefit
from lower shipping costs and shorter delivery lead times to our customers. Furthermore, we track several
performance measurements to continuously improve the efficiency and accuracy of our distribution operations. Our
regional locations also enable us to make local deliveries and provide will-call fulfillment to more customers than if
our distribution operations were more centralized, resulting in better service to our customers. Our workforce is
comprised of permanent and temporary employees, enabling us to respond to short-term changes in order activity.
Our proprietary IT systems and processes enable us to automate many of our distribution operations. We use radio
frequency and bar code scanning technologies in all of our warehouse operations to maintain real-time inventory
records, facilitate frequent cycle counts and improve the accuracy of order fulfillment. We use hand-held devices to
capture real-time labor cost data to efficiently manage our daily labor costs.

To enhance the accuracy of our distribution order fulfillment and protect our inventory from shrinkage, our
distribution systems also incorporate numerous controls. These controls include order weight checks, bar code
scanning, and serial number profile verification. We also use digital video imaging to record our small package
shipping activities by order. These images and other warehouse and shipping data are available online to our customer
service representatives, enabling us to quickly respond to order inquiries by our customers.
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We operate our principal contract assembly facilities in the United States. We generally assemble IT systems,
including servers and IT appliances, by incorporating system components from our distribution inventory and other

sources. Within our Hyve Solutions division, we design and manufacture energy efficient and cost effective full rack
server and storage solutions
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and services to large scale data center customers. Additionally, we perform production value-added services, including
kitting, asset tagging, hard drive imaging and reconfiguration. Our contract assembly facilities are ISO 9001:2008 and
ISO 14001:2004 certified.

In our GBS segment, we provide a comprehensive range of services to enhance the customer lifecycle and acquire,
support, retain and renew customer relationships. These services primarily consist of technical support, customer
service, renewals management, demand generation, back office support for sales, marketing and administrative
functions, ITO services and solutions. Services are provided from multiple global locations to customers worldwide in
multiple languages. The services are supported by proprietary technology to enable efficient and secure customer
contact through various methods including voice, chat, web, email, social media and digital print.

International Operations

Approximately 26%, 27%, and 17% of our total revenue for fiscal years 2012, 2011 and 2010, respectively, originated
outside of the United States. Approximately 14% of our total revenue for both fiscal years 2012 and 2011 and 15% for
fiscal year 2010 were generated in Canada. Approximately 11% and 12% of our total revenue for fiscal years 2012
and 2011, respectively, were generated in Japan. A key element in our business strategy has been to locate our
services in markets that are cost beneficial, but low risk. For a discussion of our net revenue by geographic region,
please see Note 14—Segment Information in Notes to the Consolidated Financial Statements.

Purchasing

Product costs represent our single largest expense and IT and CE product inventory is one of our largest working
capital investments. Furthermore, product procurement from our OEM suppliers is a highly complex process that
involves incentive programs, rebate programs, price protection, volume and early payment discounts and other
arrangements. Consequently, efficient and effective purchasing operations are critical to our success.

Our purchasing group works closely with many areas of our organization, especially our product managers who work
closely with our OEM suppliers and our sales force, to understand the volume and mix of IT products that should be
purchased. In addition, the purchasing group utilizes an internally developed, proprietary information systems
application tool that further aids in forecasting future product demand based on several factors, including historical
sales levels, expected product life cycle and current and projected economic conditions. Our information system tool
also tracks warehouse and channel inventory levels and open purchase orders on a real-time basis enabling us to stock
inventory at a regional level closer to the customer as well as to actively manage our working capital resources. This
level of automation promotes greater efficiencies of inventory management by replenishing and turning inventory, as
well as placing purchase orders on a more frequent basis. Furthermore, our system tool also allows for automated
checks and controls to prevent the generation of inaccurate orders.

Managing our OEM supplier incentive programs is another critical function of our purchasing and product
management teams. We attempt to maximize the benefits of incentives, rebates and volume and early payment
discounts that our OEM suppliers offer us from time to time. We carefully evaluate these supplier incentive benefits
relative to our product handling and carrying costs so that we do not overly invest in our inventory. We also closely
monitor inventory levels on a product-by-product basis and plan purchases to take advantage of OEM supplier
provided price protection. By managing inventory levels and customer purchase patterns at each of our regional
distribution facilities, we can minimize our shipping costs by stocking products near to our resellers and retailers, and
their end-user customers.

Financial Services

We offer various financing options to our customers as well as prepayment, credit card and cash on delivery terms.
We also collect outstanding accounts receivable on behalf of our reseller customers in certain situations. In issuing
credit terms to our reseller and retail customers, we closely and regularly monitor their creditworthiness through our
information systems, credit ratings information and periodic detailed credit file reviews by our financial services staff.
We have also purchased credit insurance in some geographies to further control credit risks. Finally, we establish
reserves for estimated credit losses in the normal course of business based on the overall quality and aging of the
accounts receivable portfolio, the existence of a limited amount of credit insurance and specifically identified
customer risks.
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We also sell to certain reseller customers pursuant to third party floor plan financing. The expenses charged by these
financing companies are subsidized either by our OEM suppliers or paid by us. We generally receive payment from
these financing companies within 15 to 30 days from the date of sale, depending on the specific arrangement.
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Information Technology

Our IT systems manage the entire order cycle, including processing customer orders, customer billing and payment
tracking. These internally developed IT systems make our operations more efficient and provide visibility into our
operations. We believe our IT infrastructure is scalable to support further growth. We continue to enhance and invest
in our IT systems to improve product and inventory management, streamline order and fulfillment processes, and
increase operational flexibility.

To allow our customers and suppliers to communicate and transact business with us in an efficient and consistent
manner, we have implemented a mix of proprietary and off-the-shelf software programs that integrate our I'T systems
with those of our customers and suppliers. In particular, we maintain EDI and web-based communication links with
many of our reseller and retail customers to enable them to search for products, check real-time pricing, inventory
availability and specifications, place and track orders, receive invoices and process returns.

Competition

We operate in a highly competitive environment, both in the United States and internationally. The IT product
industry is characterized by intense competition, based primarily on product availability, credit terms, price, speed and
accuracy of delivery, effectiveness of sales and marketing programs, ability to tailor specific solutions to customer
needs, quality and depth of product lines, pre-sale and post-sale technical support, flexibility and timely response to
design changes, technological capabilities and product quality, service and support. We compete with a variety of
regional, national and international IT product distributors and manufacturers.

Our major competitors in I'T product distribution include Arrow Electronics, Inc., Avnet, Inc., Ingram Micro, Inc.,
ScanSource, Inc., Tech Data Corporation and Westcon Group and, to a lesser extent, regional distributors. We also
face competition from our OEM suppliers that sell directly to resellers, retailers and end-users. The distribution
industry has historically undergone, and continues to undergo, consolidation. Over the years, a number of providers
within the IT distribution industry exited or merged with other providers. We have participated in this consolidation
through our acquisitions of Marubeni Infotec Corporation, Jack of All Games, and New Age Electronics, and we
continue to evaluate other new opportunities. In our GBS segment, our competitors are both regional players as well
as global companies. Our major competitors include Convergys Corporation, ServiceSource International, Inc.,
Stream Global Services, Teleperformance and TeleTech Holdings, Inc.

We constantly seek to expand our business into areas primarily related to our core distribution business as well as
other support, logistics, BPO and related value-added services. As we enter new business areas, we may encounter
increased competition from our current competitors and/or new competitors.

Some of our competitors are substantially larger and may have greater financial, operating, manufacturing and
marketing resources than us. Some of our competitors may have broader geographic breadth and range of services
than us. Some may have more developed relationships with their existing customers. We attempt to offset our
comparative scale differences by focusing on a limited number of leading OEMs in the distribution services segment
and by running a more efficient and low cost operation, and by offering a high level of value-added and customer
service in both the distribution services and GBS segments.

Employees

As of November 30, 2012, we had over 11,000 full-time employees. Given the variability in our business and the
quick response time required by customers, it is critical that we are able to rapidly ramp-up and ramp-down our
operational capabilities to maximize efficiency. As a result, we frequently use a significant number of temporary or
contract workers, which totaled 615, on a full-time equivalent basis, as of November 30, 2012. Except for our
employees in China, our employees are not represented by a labor union, nor are they covered by a collective
bargaining agreement. We consider our employee relations to be good.

Available Information

Our website is http://www.synnex.com. We make available free of charge, on or through our website, our Annual
Report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports,
if any, or other filings filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably
practicable after electronically filing or furnishing these reports with the Securities and Exchange Commission, or
SEC. Information contained on our website is not a part of this Report. We have adopted a code of ethics applicable to
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our employees including our principal executive, financial and accounting officers, and it is available free of charge,
on our website’s investor relations page.
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The SEC maintains an Internet site at http://www.sec.gov that contains the Annual Report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports, if any, or other filings filed or
furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, proxy and information statements of ours. All
reports that we file with the SEC may be read and copied at the SEC’s Public Reference Room at 100 F Street, N.E.,
Washington, DC, 20549. Information about the operation of the Public Reference Room can be obtained by calling
the SEC at 1-800-SEC-0330.

Item 1A. Risk Factors

The following are certain risk factors that could affect our business, financial results and results of operations. These
risk factors should be considered in connection with evaluating the forward-looking statements contained in this
Annual Report on Form 10-K because these factors could cause the actual results and conditions to differ materially
from those projected in the forward-looking statements. Before you invest in our Company, you should know that
making such an investment involves some risks, including the risks described below. The risks that have been
highlighted here are not the only ones that we face. If any of the risks actually occur, our business, financial condition
or results of operations could be negatively affected. In that case, the trading price of our common stock could decline,
and you may lose all or part of your investment.

Risks Related to Our Business

We anticipate that our revenue and operating results will fluctuate, which could adversely affect the enterprise value
of our Company and our securities.

Our operating results have fluctuated and will fluctuate in the future as a result of many factors, including:

eeneral economic conditions and level of IT and CE spending;

the loss or consolidation of one or more of our significant OEM suppliers or customers;

market acceptance, product mix, quality, pricing, availability and useful life of our products;

market acceptance, quality, pricing and availability of our services;

competitive conditions in our industry;

pricing, margin and other terms with our OEM suppliers;

decline in inventory value as a result of product obsolescence and market acceptance;

variations in our levels of excess inventory and doubtful accounts;

changes in the terms of OEM supplier-inventory protections, such as price protection and return rights; and

the impact of the business acquisitions and dispositions we make.

Although we attempt to control our expense levels, these levels are based, in part, on anticipated revenue. Therefore,
we may not be able to control spending in a timely manner to compensate for any unexpected revenue shortfall.

Our operating results also are affected by the seasonality of the IT and CE products and services industry. We have
historically experienced higher sales in our fourth fiscal quarter due to patterns in the capital budgeting, federal
government spending and purchasing cycles of end-users. These patterns may not be repeated in subsequent periods.
You should not rely on period-to-period comparisons of our operating results as an indication of future performance.
The results of any quarterly period are not indicative of results to be expected for a full fiscal year. In future quarters,
our operating results may be below our expectations or those of our public market analysts or investors, which would
likely cause our share price to decline.

We depend on a small number of OEMs to supply the IT and CE products and services that we sell and the loss of, or
a material change in our business relationship with a major OEM supplier could adversely affect our business,
financial position and operating results.

Our future success is highly dependent on our relationships with a small number of OEM suppliers. For example,
sales of HP products and services represented approximately 36%, 35%, and 38% of our total revenue for fiscal years
2012, 2011, and 2010, respectively. Our OEM supplier agreements typically are short-term and may be terminated
without cause upon short notice. The loss or deterioration of our relationship with HP or any other major OEM
supplier, the authorization by OEM suppliers of additional distributors, the sale of products by OEM suppliers directly
to our reseller and retail customers and end-users, or our failure to establish relationships with new OEM suppliers or
to expand the distribution and supply chain services
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that we provide OEM suppliers could adversely affect our business, financial position and operating results. For
example in fiscal year 2008, International Business Machines Corporation, or IBM, terminated its approval to market
IBM System X and related products and services. In addition, OEM suppliers may face liquidity or solvency issues
that in turn could negatively affect our business and operating results.

Our business is also highly dependent on the terms provided by our OEM suppliers. Generally, each OEM supplier
has the ability to change the terms and conditions of its distribution agreements, such as reducing the amount of price
protection and return rights or reducing the level of purchase discounts, rebates and marketing programs available to
us.

From time to time we may conduct business with a supplier without a formal agreement because the agreement has
expired or otherwise terminated. In such case, we are subject to additional risk with respect to products, warranties
and returns, and other terms and conditions. If we are unable to pass the impact of these changes through to our
reseller and retail customers, our business, financial position and operating results could be adversely affected.

Our gross margins are low, which magnifies the impact of variations in revenue, operating costs and bad debt on our
operating results.

As a result of significant price competition in the IT and CE products and services industry, our gross margins are
low, and we expect them to continue to be low in the future. Increased competition arising from industry consolidation
and low demand for certain IT and CE products and services may hinder our ability to maintain or improve our gross
margins. These low gross margins magnify the impact of variations in revenue, operating costs and bad debt on our
operating results. A portion of our operating expense is relatively fixed, and planned expenditures are based in part on
anticipated orders that are forecasted with limited visibility of future demand. As a result, we may not be able to
reduce our operating expense as a percentage of revenue to mitigate any further reductions in gross margins in the
future. If we cannot proportionately decrease our cost structure in response to competitive price pressures, our
business and operating results could suffer.

We also receive purchase discounts and rebates from OEM suppliers based on various factors, including sales or
purchase volume and breadth of customers. A decrease in net sales could negatively affect the level of volume rebates
received from our OEM suppliers and thus, our gross margins. Because some rebates from OEM suppliers are based
on percentage increases in sales of products, it may become more difficult for us to achieve the percentage growth in
sales required for larger discounts due to the current size of our revenue base. A decrease or elimination of purchase
discounts and rebates from our OEM suppliers would adversely affect our business and operating results.

Because we sell on a purchase order basis, we are subject to uncertainties and variability in demand by our reseller,
retail and contract assembly services customers, which could decrease revenue and adversely affect our operating
results.

We sell to our reseller, retail and contract assembly services customers on a purchase order basis, rather than pursuant
to long-term contracts or contracts with minimum purchase requirements. Consequently, our sales are subject to
demand variability by our reseller, retail and contract assembly services customers. The level and timing of orders
placed by our customers vary for a variety of reasons, including seasonal buying by end-users, the introduction of new
hardware and software technologies and general economic conditions. Customers submitting a purchase order may
cancel, reduce or delay their orders. If we are unable to anticipate and respond to the demands of our reseller, retail
and contract assembly services customers, we may lose customers because we have an inadequate supply of products,
or we may have excess inventory, either of which could harm our business, financial position and operating results.
The success of our contact center and renewals management business is subject to the terms and conditions of our
customer contracts.

We provide contact center support services and renewals management services to our customers under contracts with
provisions that could impact our profitability. Many of our contracts have short termination provisions that could
cause fluctuations in our revenue and operating results from period to period. For example, some contracts have
performance-related bonus or penalty provisions, whereby we could receive a bonus if we satisfy certain performance
levels or have to pay a penalty for failing to do so. The programs that we put in place for our customer products may
not be accepted by the market. In addition, with respect to our contact center business, our customers may not
guarantee a minimum call volume; however, we hire employees based on anticipated average call volumes. The
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inability to terminate any unprofitable contracts could have an adverse impact on our operations and financial results.
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Our renewals management business is subject to dynamic changes in the business model and competition, which in
turn could cause our GBS operations to suffer.

The software and hardware renewals management and the customer management operations of our GBS segment
represent emerging markets that are vulnerable to numerous changes that could cause a shift in the business and size
of the market. For example, if software and hardware customers move to a utility or fee-for-service based business
model, this business model change could significantly impact operations or cause a significant shift in the way
business is currently conducted. If OEMs place more focus in this area and internalize these operations, then this
could also cause a significant reduction in the size of the available market for third party service providers. Similarly,
if competitors offer their services at below market margin rates to “buy” business, or use other lines of business to
subsidize the renewals management business, then this could cause a significant reduction in the size of the available
market. In addition, if a cloud-based solution or some other technology were introduced, this new technology could
cause an adverse shift in the way our renewals management operations are conducted or decrease the size of the
available market.

We are subject to the risk that our inventory value may decline, and protective terms under our OEM supplier
agreements may not adequately cover the decline in value, which in turn may harm our business, financial position
and operating results.

The IT and CE products industry is subject to rapid technological change, new and enhanced product specification
requirements, and evolving industry standards. These changes may cause inventory on hand to decline substantially in
value or to rapidly become obsolete. Most of our OEM suppliers offer limited protection from the loss in value of
inventory. For example, we can receive a credit from many OEM suppliers for products held in inventory in the event
of a supplier price reduction. In addition, we have a limited right to return a certain percentage of purchases to most
OEM suppliers. These policies are often subject to time restrictions and do not protect us in all cases from declines in
inventory value. In addition, our OEM suppliers may become unable or unwilling to fulfill their protection obligations
to us. The decrease or elimination of price protection or the inability of our OEM suppliers to fulfill their protection
obligations could lower our gross margins and cause us to record inventory write-downs. If we are unable to manage
our inventory with our OEM suppliers with a high degree of precision, we may have insufficient product supplies or
we may have excess inventory, resulting in inventory write-downs, either of which could harm our business, financial
position and operating results.

We depend on OEM suppliers to maintain an adequate supply of products to fulfill customer orders on a timely basis,
and any supply shortages or delays could cause us to be unable to timely fulfill orders, which in turn could harm our
business, financial position and operating results.

Our ability to obtain particular products in the required quantities and to fulfill reseller and retail customer orders on a
timely basis is critical to our success. In most cases, we have no guaranteed price or delivery agreements with our
OEM suppliers. We occasionally experience a supply shortage of certain products as a result of strong demand or
problems experienced by our OEM suppliers. For example, in fiscal year 2011, we experienced shortage in hard drives
from OEM suppliers in Thailand due to floods. If shortages or delays persist, the price of those products may increase,
or the products may not be available at all. In addition, our OEM suppliers may decide to distribute, or to substantially
increase their existing distribution business, through other distributors, their own dealer networks, or directly to
resellers, retailers or end-users. Accordingly, if we are not able to secure and maintain an adequate supply of products
to fulfill our reseller and retail customer orders on a timely basis, our business, financial position and operating results
could be adversely affected.

The market for CE products that we distribute is characterized by short product life cycles. Increased competition for
limited retailer shelf space, decreased promotional support from resellers or retailers or increased popularity of
downloadable or online content and services could adversely impact our revenue.

The market for CE products, such as personal computers and tablets, mobile devices, video game titles and hardware,
and audio or visual equipment, is characterized by short product life cycles and frequent introductions of new
products. For example, the life cycle of a video game generally involves a relatively high level of sales during the first
few months after introduction followed by a rapid decline in sales and may result in product obsolescence. The
markets in which we compete frequently introduce new products to meet changing consumer preferences and trends.
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As a result, competition is intense for resellers' and retailers' limited shelf space and promotions. If our vendors' new
products are not introduced in a timely manner or do not achieve significant market acceptance, we may not generate
sufficient sales or profitability. Further, if we are unable to successfully compete for resellers' or retailers' space and
promotional resourc
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