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June 24, 1993

Mr. Russ Gullotti

Digital Equipment Corporation
3 Results Way

Marlboro, MA. 01752-3011

Dear Mr. Gullotti:

I would like to take a minute of your time to introduce myself and to address an issue of great concern to
our mutual customers.

I am Avnet, Inc.'s Vice President of Worldwide Customer Satisfaction, and as such, hold the responsibility
to represent the interest of our customers to Avnet's senior management team. In a recent conversation
with Mr. Rich Ward, the challenges associated with processing orders for Digital Equipment products and
meeting customer expectations was reviewed. During our conversation, Mr. Ward informed me he has
held similar conversations with you and suggested I provide another perspective of the issue.

Without question, the number one issue facing any distributor is the ability to deliver products and
services, both economically and in accordance with our commitments. This issue is the basis of our
relationship with a customer and is critical to effectively insure a positive repurchase intention. In order to
achieve this objective, we must determine an accurate lead time and receive products in accordance with
the established lead time.

We are struggling with both of these issues. We continue to receive a variety of lead time information and
have been forced to use a best guess approach to quoting. Additionally, as measured by our internal
supplier performance reports, Digital Equipment is performing at below 50% on time to your initial
confirmed promise date.

Based on the difficulties of accurately determining lead time and delivery dates, we have been forced to
invest in a team of individuals who's entire function is auditing Digital Equipment commitments. These
people are working each and every customer order, and in doing so, this not only costs Avnet money, but
also costs Digital money to field and handle these calls.

Ultimately, we must address the process used to set expectations, and then begin to meet commitments

without dedicated people chasing every order. Avnet is willing to commit full time resources to solve this
issue and feel Digital must also commit dedicated, full time resources to this critical issue.
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Page Two
Mr. Russ Gullotti
June 24, 1993

1 invite the opportunity to discuss this matter further and look forward to the continuous improvement of
our mutual business.

Sincerely,

s, M
Greg Monte
Vice President
Worldwide Customer Satisfaction
GM/dg

cc: Rich Ward



I NTEROFFTITCE MEMORANDU UM

Doc. No: 058482

Date: 12-Jul-1993 10:01lam DST

From: ED KAMINS

KAMINS.ED AT Al at MCIS5 at MR

0

Dept: U.S. CHANNELS

Tel No: 508-467-9373 (DTN 297-9373)
TO: RUSS GULLOTTI @MKO
CC: KENT STVRAIN ( STVRAIN.KENT AT Al at MCIS5 at MRO )

Subject: RE: Avnet - Greg Monte letter

Russ, I’'d suggest a polite response to Greg Monte and Rich Ward
suggesting Greg and I get together. I know Greg very well - he is

very unimpressive.

Here is an interesting note. Avnet’s A/R is the worst (and it’s all
our fault), but with all the same procedures everybody else finds a
way to pay their bills on time. Same is true of their inventory.

This takes constant management on our end.
1’1l tell you more when I see you.

Regards,
Ed

/bim OA (



Printed by RUSS GULLOTTI @MKO
DIGITAL CONFIDENTIAL Document

I NTEROTFTFTICE MEMORANDTUM

Doc. No: 069698
Date: 16-Mar-1994 10:19am EST

From: ROBERT NEALON @BXC
NEALON.ROBERT AT Al at ISLNDS

Dept:

Tel No: 508-635-7768

TO: RUSS GULLOTTI @MKO

CC: ED KAMINS @MRO

CC: STEVE WOODARD @MRO

CC: ED MCDONOUGH @BXC

CC: JIM MCCLUNEY @BXC

Subject: PROPOSED LETTER TO AVNET

Steve Woodard and I have composed the attached draft memo for you to
send to R.J. Graz in response to his memo of February 8.

Please let us know if there are any further questions.

Regards,
Steve & Bob
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DRAFT LETTER FROM RUSS GULLOTTI Vﬁr

DC
Dear Mr. Gracz:

I would like to thank you for your candor and obvious concern
communicated in your recent letter to me. It is true that Digital is
exper1enc1ng manufacturing and delivery issues that bring with them
serious consequences for both of our business models. During 1993,
Digital implemented a significant consnl;dg&iggs?f manufacturing
activities resulting in the elosing of 14 plan These actions were
taken to reduce our cost structure and position Digital to provide
products with very competitive prices. Unfortunately, we have

been experiencing some erosion of predictability performance as we
realign our processes and systems.

(/—\\\\
In order to simplify our operations further, we  outsourced th§:>
manufacture of seme product components. y By taking advantage of the high
volume costs of specialty companies, we acted to contribute to further
product cost reductions. In two specific cases, the selected vendors
have experienced start up issues as they implement Digital’s Product
Designs.

On a positive note, we have seen gf;;gggndous market response>to the
Alpha Workstation family and continue to ramp up production at a dramatic
rate. This, however, has caused our problems to be further inflated by a
high customer demand. We are now working our way out of a backlog
situation; sort of a good news/bad news scenario.

At this time, I believe that these issues and their underlying causes
are well understood. Action programs have been initiated to improve our
predictability and prevent reoccurrence of these issues in the future.

I have been told that you will be invited to meet with Ed McDonough,

V.P. Manufacturing and Logistics and his Team in the near future. This

should be a planning meeting with roles, responsibilities and acceptable

time frames established. Shame on us all if we don’t tackle these hard
Lghlams_hﬂad_on I know Ed wants to understand first hand what you have

been experiencing and to get your feedback and suggestions.

We are committed to meeting Avnet’s business requirements and expanding
our mutual business opportunities. I will be following up with Steve
Woodward, your Global Account Manager, on the results of your meeting
with our Manufacturing and Logistics Teams.

Once again, thank you for your initiative, for it is essential that

Digital have valued business partners like Avnet to onE/juA&r1hﬂ77mﬂnﬁHN\\\
success. ’ )

Regards, /iLﬂ f& q
/
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1124 Thorndale Avenue
Bensenville, IL 60106
(708) 860-8572

February 8, 1994

Mr. Russ Gullotti

Digital Equipment Corporation
3 Results Way

Mariboro, MA 01752-3011

Dear Mr. Gullotti:

| would like to take opportunity to introduce myself, and to again address an issue of great
concern to our mutual customers.

| am Avnet Computer Marketing Group's (ACMG) Vice President of Customer Satisfaction, and
as such, hold the responsibility to represent the best interests of our customers, as well as our
employees. In recent conversations with many employees, as well as customers, it is very
apparent that we continue to fall far short of the commitments made by Digital in respect to
On-Time Delivery and lead time. , 0D

Of greater concern, is a similar approach to business that | have rgm:@jgﬁiﬂ my working

relationship with Digital. | find a continuous lack of accomplishme nd an indifference to the ™.

commitments made to the action items defined, in conjunction with\'DTthaT"Management
(reference attached document), when | request the status of these issues.

Without question, the number one issue facing a distributor is the ability to deliver products
and services to their commitment. | am only as good as the information | receive from my
partners. This issue is the basis of our relationship with the customers, and is critical to our
survival. In order to achieve this, we must determine an accurate lead time, and receive
products in accordance with the established lead time.

0 Q A,s\tg[_qu‘g?t\io your attention once before, we continue to struggle with both of these issues.

As a measurement of our internal supplier performance, Digital Equipment Corp. is performing
below 30% OTD to your initial confirmation date. This performance, far below minimum
required, represents a continuous trend in the wrong direction for some time now.
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| have been working with various personnel within Digital to develop long term strategies to
resolve these pressing issues, only to fall far short of our goals.

| invite the opportunity to further discuss this matter with you, and look forward to
accomplishing our mutual goal of Customer satisfaction and business growth.

Sincerely,

Vice Presider omer Satisfaction

N
maz N L}/MLWZEL
Enclosures

cc: S. Woodward, Digital
J. Beall
G. Smith
R. Ward






Ms. Sue Ann Walker

Digital Equipment Corporation
3 Results Way

Mariborough, MA 01752

Dear Ms. Walker:
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C OMPUTENR
1124 Thorndale Avenue
Bensenwville, IL 60106
(708) 860-8572
January 14, 1994
|
|
|
|
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| would like to take this opportunity to introduce myself. My name is Robert Gracz. | am Vice
President of Customer Satisfaction for Avnet Computer Group. | had a very good working
relationship with Andrew Davis in which we were working on many inconsistencies in the
partnership between our corporations. | am aware that Mr. Davis has taken on a new role
within Digital Corporation. Your name was given to me as the person that | am to continue to
work with in regards to identification/resolution of all my issues.

| would like to point your attention to the enclosed documentation which spells out specifically
the Management Summary dated 9/23/93 and lists all the open activities that have been
identified to Mr. Davis as problems that need to be worked on to better improve upon the
working relationship between our companies. We have many critical problems occurring
between our organizations including communication and lack of consistency all across our
entire curriculum.

The bottom line, most crucial problem that we have is a creditability and/or lack there of, the
ability for Digital Equipment Corp. to make a commitment and be held to that commitment. Itis
paramount to the success of our partnership that you deliver to that commitment. We
repeatedly run into numerous situations where commitment after commitment after
commitment is just not met. Frankly, | don't expect to give my customer a commitment and
then not honor that commitment, nor do | anticipate that you have that desire either.

| have also included for your review some information regarding Digital's delivery slips as of
recent months. The astronomical amount of product that was committed to by Digital
Corporation and then at the very last minute slipping for whatever reason is just unbelievable.

It has also been brought to my attention in discussions with a number of my people that we are
having extreme difficulties with the Digital order expedite process. The lack of detail describing
why an order could not be expedited, inaccurate information from manufacturing and lack of
access to individuals with sufficient authority to modify bill schedules are just a few of the
issues that we face on a day-to-day basis.

| cannot continue operating my business giving my customers answers of, "I don't know," or "I'll
find out about it." | give them a commitment based on the information that your corporation




Ms. Sue Ann Walker

Digital Equipment Corporation
January 14, 1994

Page 2

has delivered to me only to fall flat on my face by having to recommit and then recommit again
and again. This is not acceptable, nor should it be tolerated, not by my corporation and
definitely not by yours.

Also for your review, | have included a letter that was sent to Mr. Russ Gullotti, via Mr. Steve
Woodward, in regards to our extreme disappointment with Digital Equipment Corporation in
reference to their ability to meet and maintain no better than a 30% on-time delivery with all the
products that are delivered to us on a regular basis. | am going to be soliciting Mr. Gullotti's
assistance in providing the necessary resources to fix this once and for all.

I would like to point out that | started on this endeavor back in November of 1992, and to date
have seen only 4 or 5 issues resolved since then. This type of performance is not acceptable.
My customers would not accept this performance from me, nor can | accept this type of
performance from you.

In summary, | would like for you to take an opportunity to read through all the information |
have supplied you and then get in touch with me at your earliest convenience to set up a
meeting, at which time we can discuss the status of all the open items on the Activity Summary
List. We should use all the resources available to both of us, to determine why we continue to
fail in our ability to deliver satisfaction to the customer on a regular basis, and what we need to
do to accomplish our goals.

| will be in the Boston from January 19-21, 1994. Looking forward to hearing from you.

Respectfully yours,

‘ ,/’//7 7
</ ( C%»c
Robert J.
Vice President, Customer Satisfaction
AVNET COMPUTER GROUP
maz

cc:  S. Woodward - Digital
G. Smith
R. Ward



July 8, 1993

Andrew Davis
Sr. Customer Support Consultant %‘—‘ RERAETT
Digital Equipment Corporation LYRIE

3 Results Way, MRO03-2/P18
P.O. Box 1003
Marlboro, MA. 01752-5003

Dear Mr. Davis

I would like to thank you for the timely response to our
Corporate Quality Assurance Survey. After review of the
information you provided it appears that DEC has implemented an
outstanding and comprehensive Quality System. I would like to
congratulate you on achieving IS0-9000 registration on such a
comprehensive scale. Avnet EMG has IS0-9002 registration by QMI as
well. After discussions with Bob Gracz, Avnet Computer (P110), we
feel that in the near future an on site visit by Bob and myself
would be in order. I believe this visit will solidify our positive
relationship and help foster a Total Quality Partnership. I'm sure
that Bob will be contacting you to discuss the details of our
visit. If you have any questions on Avnet related quality issues
that I can assist you with please do not hesitate to call me.

Sincerely,

anager/ Supplier Quality Programs /C}/f,
(602) 961-6507 , | }}

hn C.
Telephone’
Fax: (602) 961-1137

cc: Steve Schultz, C301

Greg Monte, AVO1l ; . :
Bob Gracz, P110 ,J&

AVYNET EMG 90

VB
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June 24, 1993

Mr. Russ Gullott

Digital Equipment Corporation
3 Results Way

Marlboro, MA. 01752-3011

Dear Mr. Gullott:

I would like to take a minute of your time to introduce myself and to address an issue of great concern t0
our mutual customers.

I am Avnet, Inc.'s Vice President of Worldwide Customer Satisfaction, and as such, hold the responsibility
to represent the interest of our customers 10 Avnet's senior management team. In a recent conversation
with Mr. Rich Ward, the challenges associated with processing orders for Digital Equipment products and
meeting customer expectations was reviewed. During our conversation, Mr. Ward informed me he has
held similar conversations with you and suggested 1 provide another perspective of the issue.

Without question, the number one issue facing any distributor is the ability to deliver products and
services, both economically and in accordance with our commitments. This issue is the basis of our
relationship with a customer and is critical to effectively insure a positive repurchase intention. In order to
achieve this objective, we must determine an accurate lead time and receive products in accordance with
the established lead time.

We are struggling with both of these issues. We continue 1o receive a variety of lead time information and
have been forced 1o use a best guess approach to quoting. Additionally, as measured by our internal
supplier performance reports, Digital Equipment is performing at below 50% on time to your initial
confirmed promise date.

Based on the difficulties of accurately determining lead time and delivery dates, we have been forced to
invest in a team of individuals who's entire function is auditing Digital Equipment commitments. These
people are working each and every customer order, and in doing so, this not only costs Avnet money, but
also costs Digital money to ficld and handle these calls.

Ultimately, we must address the process used 10 set expectations, and then begin to meet commitments
without dedicated people chasing every order. Avnet is willing to commit full time resousces 10 solve this
issue and feel Digital must also comumit dedicated, full time resources to this critical issue.

)




Page Two
Mr. Russ Gullotti
June 24, 1993

I invite the opportunity to discuss this matter further and look forward to the continuous improvement of
our mutual business.

Sincerely,

Greg Monte

Vice President

Worldwide Customer Satisfaction
GM/dg

cc: Rich Ward
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Digital Task Force




Digital Equipment Corporation

3 Results Way

Marlboro, Massachusetts 01752-3082
508.467.5111

December 8, 1993

lilgli a1

Avnet Computer
1124 Thorndale Ave,
Bensenville, IL 60106

Attn.: Mr. Robert Grace:

Dear Robert,

I was recently informed that the correction to the Product Deliver
Document previously scheduled for 'completion during the second week
of December, will be delayed until the sacond week of January. Thae
attached memo is an explanation for the delay.

Please feel free to contact me if you should have any questions.

Singerely,
W

Andrew Davia
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Digltal Equipment Corporation ah 95 ~L TS0 .,
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Marlboro, Massachusetts 01752-3082
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Avnet Computer
1124 Thorndale Ave,
Bensenville, IL 60106

Attn.: Mr, Robert Grac::

Dear Robert,

The intent of this memo is to provide you with an abbreviated update

of our continuous improvement activities.

Included are scme extracts from my crossfunctional status reporxt:

O Special notes on orders:

A crossfunctional team of employees from Fulfillment, Distribution
Manufacturing sites have reviewed the current processes, used for
reading special notes, and made recommendations for resolving the

problem.

Status: The results of our investigation indicates changes will be

required within Digital and our Business Partners.

1. All direct ship sites, including manufacturing sites must re-enforce
the potential impact to Digital and our Buainess Partners, for not

reading the "special notea" on orders.

Digital Fulfillment Operations will incorporate a statement of
"special notes", in a recently developed Service Level Agreement
with all manufacturing sites. This Service Level Agreement will

be reviewed quazterly.

2. Digital to communicate an advisory to our Business Partners, to
identify the areas for thelr improvement. Refaer to attachment.
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O S8erialization of Disk Drive:

The serial numbers listed on the disk drives barcode doesn’t correspond
with the serial number listed on the external barcode label.

status: The serial numbers listed on the disk drives and the corrugated

box, will appear on the content listings affix to each box. This is was
implemented on October 18, 1993.

O Inaccuracy of lead-time on E-Store:
The lead-times on the E-Store were inaccurate.

Status: Digital has assigned key resources to eliminate or minimize
the exposure of inaccurate lead-times for our products.

| Within past two months, I have conducted an audit of the of the
lead-times listed on the E-Store as compared to the manufacturing
jead-time, and have found them to have a direct correlation.

Note: Our major problem is "predictability"; shipping to the listed
lead~-times.

O Predictability enhancement process:

status: Digital has intensified it'’s effort in identifying the Business
Practice Breakthrough ideas, for improving its predictability
performance. This effort is being managed by a newly formed
"predictability results team".

our goal is to identify business practice changes, which will bring
about the required improvements.

O Inaccuracy of "FR" PC Price file:

Digital price file didn’t reflect "standard pricea" for all FR PC
part numbers.

gtatus: The unique price file code used for identifying all FR PC
to be sold at "standard pricing" instead of "list price", was
corrected to eliminate the problem.



O EDI/E~-Store business needs:

Digétal EDI/E-Store transactions doesn’t satisfy our Business Partners
needs.

status: After several attempts to prioritize the critical elements of
EDI/E-Store, Digital Electronic Trading Group and IM&T organization, in
collaboration with the re-engineering efforts, has identified
deliverable for a short-term and long-term plan.

All of our Busineas Partners requirements were feed into the Electronic
Trading planning process.

O Backlog re-pricing process enhancement :

Digital Backlog re-pricing report didn’t capture all of our Business
Partners backlog which required re-pricing adjustments.

Status: As of September 20, 1993, an enhanced report was implemented
for use by the Logistics Services Center. This enhanced report provides
visibility to all backlog orders, which was impacted by a price change.

We are currently unable to make changes for discounts. This limitation
is expected to be resolved in the very near future.

Sincerely, :E <

Andrew Davis
§r.Customer Support Consultant



ROBLEM STATEMENT:

CEXNOWLEDGEMENTS :

ENEFITS:

ROCESSES ENHANCEMENT:

Paxtials Allowed = YES.

AV IwIn

ADVISORY

Enhancement to Business Partners required "special
notes" on orders.

During my investigation for the above listed problem
statement, I have arrived at two conclusions:

1. Digital process owners muat ensure their
capabilities are effective for reading our Business
Partners “special notes”.

2. Our Business Partners, where applicable, should
ensuzre the process enhancement, listed below is
intregrated into their process during their order
entry.

This enhancement will help to develop mutual
understanding and close the Gap for "what our Business
Partners expect" vs. "what Digital think our Businesas

Partners expect”.

Partials Allowed = NO.

|
I

ote: Used for "Partial oxder | Note: Used for "Must ship complete"
I

dalivery™ requests.

order requests.

teps

After entering your line items.

.Select #4 (Add/Review Spaecial
Instructiong) from the "Order

Option Screen®”.

itemg, which requires Spares or

1.After entering your line items.
2.8elect #3 (Review/Change Header

Informations) from the "Oxder
Option Screen®.

Configuration by manufacturing.

.I£ you choose to recieve your
orders based on line items
availability, disregard ateps

2 and 3.

I
[
|
|
|
|
|
.Specify the respective line I 3.Ensure "Partials Allowed" is set at
|
I
|
|
|
[
|
|



. 44%%4 Printed For: ROBERT,GRACZ » |
‘Date: Friday, 15 October 1993 10:11 CT |

To: AC-EXEC,
AC-RSH,
AC-0SH

+ KATHLEEN.HAHN,

DAVID. SMAGALA,
CAVIOD.GRAIMGER,
JOHN . MARTENS,
0EBBIE.COMPTON,
VERONICA. KUAN,
DEAN . THUENTE,
ANNA . SHITH-CREWS,
0AVID.STACKHOUSE,
SILL.ALLAN,
OCNNA. RUSSELL,
NE0.MACBRIDE,
JILL .PARASCANDGLA,
ANNETTE . POLEON,
JON.MICHAELS,
GREG.STCNER,
00UG .HLADEK,
RANDY . HARDY,
ALLEN.MCSX0P,
CAVID.KURTZ,
LAURIE.GUILLI,
SHERRY.SNOW,
TIM.MCLAUGHLIN,
BEB.SCHULTZ,
STEPHEN.CQUWLES,
PETER.GITLIN,
ALAN.RIGG

v vom: ROBERT.GRACZ

Froa: Bob Gracz

Please tak2 some time to review the following update from Digital regarding
th2 various issu2s we contlnu2 to discuss with them and the progress they are
aaking. Review with your tesa and if you have any questions, feel free to
call.

I encourage you to review this with your local representative and gain there
3ssistance in aaking this a highten laevel of awareness at Digital far
resoulation of these obsticals we face. Let them know that WE have been
partnering with Digital to assist in resaolving these for ALL of distributian

WE HAVE BEEN AND CONTINUE TO BE THE DRIVER IN REQUESTING CHANGE FOR THE BETTER
OF THE CUSTOMER. RESULTS ARE STARTING TO HAPPEN AND THE CUSTOMER WILL SOON

START TO RECEZIVE THE BENEFITS OF ALL THE WORK THAT HAS BEEN AND CONTINUES TO
BE OOMNE.

22 e e e R e e e S22 2222222222221
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CROSSFUNCTIONAL ISSUES

Rev.4.0

A.DAVIS
9/23/793

ACTIVITY

Pro-active natification
of change %o order delivery
dates.

-Accuricy of systemic
commit dates.

-Accuracy of systemic
racommit dates,

~Anticipated slips

-US Logistics
predictability plan

EDI transactional issues.
Leaa-tim2 Manzgement
System.

Customer Line Item Matching
project (CLIM).

Menu Manigement process:
~Businesz Units (W/W}
.US Iaplementstion

Re—examine product building
block offering,

MANAGEMENT
9/23/93

ACTIVITY SUMMARY

ORI STATUS
A. Davis 0PEN
B. Crossman NPEN
P. Varney QPEN

J. Ellowitz OPEN

0.5t Lswr2nce OPEN

B. Hancock OPEN

B. Goodhue OFEN

J. Wadlington OPEN

P. Watson OPEN
D. Costa OPEN
D. Costa 0OPEN

EXP. COMPLETION

DATE

Q2'FY34

4 'FY94

Q2'FYo4

T80

92'F33

T8O

{REFER TJ ATTCH)

11/93

T80
Impacting EDI"S10"
implementation,
9/93
T80

780



New Brguact Ld lau=. 0. For-,the UreEn vdelayeas 6,3v/%3
. implementation,

New Product ID label 0. Forsythe QPEN (delayed) 9/30/93
implementation,

" ipping transaction label 0. Forsythe 0PEN (delayed) 4/30/93
slementation 13 ALL direct
ship sites (EIA-354 std).

Shipping transaction label 0. Forsythe OPEN (delayed) 9/30/93

implementation.
Document USDS LOGISTICS A. Davis OPEN T8O
business processes.
-Assess the A/R process. M. Hall OFEN T80
-Document USOS LOGISTICS A. Davis JPEN TBD
work flow.
-Assess the Services A. Davis OPEN T80
process.
.Policy for DOA/ A. Davis OPEN 12/93
Defective material
.Services billing A. Davis OPEN TRD
Enhance the Backlag/ A. Davis CLOSED 9,/20/93
Repricing process.
ance the Backlog/ A. Davis OPEN T80
nepricing raport for
Discount.
Pricing Reporting Buis M. Reich OPEN T80
Requirements.
Albuquerque Product Delivery M. Collins OPEN T8D
compliance to DEC 3td4.178,
Customer notes on orders C. Povers OPEN T8O
FR "PC options”™ pricing C. Risott: OFEN 10/1/93
FR "PC systems" designation B. Ferreira OPEN TBO
code.

Direct Responsible Individual mean; ensuring project completion.

Please refer to the attached document for details.

USDS ACTIVITY STATUS

9/23/93




0 PROBLEM STATEMENT:

Order status and Pro-active notification of change to order delivery dates
are not reliable/predictable,

0 BENEFITS:
- Reduction in administrative cost,
Prevent loss of business opportunity,
Improve Customer Satisfaction,
Prevent impact to customer's installation teams.
Improve Supplier Relations,
Improve Order Status information.
- Improve on our predictability.

0 ACTION REQUIRED:

- 1.Westainster representatives to ensure that their current status reports
are provided to Pioneer, Avnet, Wyle, and Total Tech.

STATUS: OPEN; The integrity of commit and re-commit dates for orders
processed through the Common Schedule system still remain to be the major
dissatisfier to our Business Partners.

Upcoming corrective action: Commit d3tes; Brenda Crossman 15 working with
IM&T resources to development of an enhancement for increasing both the
quality and timeliness of Order Status, for our initial zoamitments.

This proactive notification project will cover all orders in backleg. This
will give the Distributors accurats arder status including potential slips,
therefore, reducing the number of calls into the Solutions Desk Hotline.
The order status re-write 3and 3dditional functionality is targeted for
Q4'FY94 completion,

ORI: Michelle Walsh
Implementation is targeted for Q4 'FY94,

Re-commit dates action: 23t Yarney i3 leading a proizc*® teama ts aphanzs
the accuracy of Common Schedule system re-commit dates.

This means that in 2arly Q2'FY94, our Susiness Partners shauld begin t3 3ee
re-commit dates with 3 high ¥ of integrity.

DRI: Pat Varney
Implementation is targsted for Q2'FY94.

Anticipated slips report: A proposal was developad by a joint USLS ta3p
to provide consistent, timely and accurate slip information to all
customers as defined by their specification. This effort was 2stablishag
3s a result of Digital's performance 3s measured by the Solutions Desk.

A saaple of the data for Q4'FY93 indentifisd the Oistributers as the most
frequent caller to the Solutions Desk. This data also identifies the
symptoms for improving our processes. They are as follows:




2(MPTGNS RATE OF CALLYS

Order status 45.0%
Serial numbers 7.5%
Espadites 6.0%
Other 6.0%
Recommits S.7%
Change orders 5.9%
L2ad-time 4.5%

This project is sponsored by Cathy Powers, and is managed by Jay Ellowitz.

[t is expectad that Jay Ellowitz and/or Cathy Powers will meeting with Kevin
D'Brien to get manufacturing support for a successful completion.

ORI: Jay Ellowit:

Implementation date to be determined.

US Logistics predictability plan: To demonstrate US Logistics commitment to
enable the achievement of Digital's goals for predictability performance of
95X in December of 1993. A program manager was identifiad to manage the
predictabiity plan, focused on predictability improvement gquarterly. The plan

is focused on:

- Reduce the US Logistics caused predictability misses to less than
1% of tatal arders for channels by Q4'FY94.

{ QOFY94: «2.5%, Q3FY94: «1.5%, Q4FY94: <1X }

- Enable the achievement of Digital Q2'FY94 30a3l; 95% predictisle.

PREDICTABILITY PERFORMANCE (JULY/AUGLST?

.Plant Planning & Execution 3716 Hisses 31X
.External Suppliers 24606 Misses 22%
.Logistics Order Adain, 2144 Misses 18%
.Internal Suppliers 1435 Misses 12%
.Plant Grder Admin. 1256 Misses 11X
.Farecast Oeviation, Misc. 737 Misses &%

11894 Misses 100%

DRI: Dennis St.Lawarence
EXPECTED COMPLETION DATE: Q4'FY94,
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0 PROBLEM STATEMENT:

Digital to improve EDI transactional processes with Distributors.

0 BEMNEFITS:
- Reduction of Order Administration costs.
- Increase “e3se” of communication.




- improvedent a1 case oi Doing Business.
0 ACTION REQUIRED:

- EDI data elements to include P»02¢, P20> acknowledgement, P.0. status,
P.0. change, 1inventory levels, DEC ship notice, and invoice §.

STATUS: OPEN; All previous commitments are under review. Subject to
delivery, based on the availability of resources.

TRANSACTION SETS EXPECTED COMP. DATE
1).832-Price/Sales Catalogue T80
2).340-Request for Quotation 780
3).843-Response for request for Quotation 780
4),855-Purchase Order acknowledgment T80
5).845-P.0. Change Ack. Request 780
§).869-0rder status inquiry T80
7).370-0rder status raport T80

8).850-Re-route P.0.'s through E-store to get DECt's CLOSED
quicker.

9).810-Inveice DONE/3vaiting CLIM
pro I[aplamentation

DRI: B8ill Hancock

EXPECTED COMPLETION DATE: 100% COMPLETION ---- TBD.
Ak Ak kR AR AR AR AR AR ERRRRRARRR AR RARRR R R AR IR A RRRRRRARRARCRRARRR KR AR 4

0 PROBLEM STATEMENT:

Qur Business Partners perceives Lead-Time an E-Store to be inaccurate. That is
0SPS and FSG doesn't co-incide,

Example: E-Store Product Shipping Guide
0Y-45105-49 7 days 11 days
#UAX3100-30 40 days 30 days
MS44-CA 1 day 21 days

ACTION TAKEN: Andraw Oavis and Don Toohey aet to discuss the prablem statement
to determine what process2s are impacting our business practices,

STATUS: OPEN; Don and I both agree that perhaps there may be three parts to
this problem statement:1) Lead-Time accuracy, Responsiveness, and
predictability.

A Lead-time management system is under development to enablz 3 standard
source of lead-time infarmation for Focus system and the E-stare. This
single source of lead-tize information will be updated daily.



. DRI: *Bill Goodhue

EXPECTED COMPLETION DATE: 11/93.
KRAARRRRRRRRR AR AR AR AR R AR AR R AR R R R R AR AR AR AR AR R AR R AR R AR R R A AR R AR AR AR AR CRARRL

0 PROBLEM STATEMENT:

stomer Purchase Order does not match Digital Invoice line items.

0 BENEFITS:

- Eliminate delay in payment

- Eliminate Customer project delay
Decrease Day Sales Outstanding
Decrease reconciliation cost
Decrease Administrative cost
Decrease invoice cost per error
Improve Quality of Purchase Order
Eliminate unnecessary returns
- Create a favorable selling environment

STATUS: OPEN; The CLIM project wis transferred to the Cuztomer Administratisn
group. A commit date is yet to be established for completion. This project
vas identified as an integral part of DJigital's upcoming re-engineering
efforts.

ORI: Joyce Waddlingten.

EXPECTED COMPLETION DATE: CRITICAL ---TBD.
ARRARRARRRARRERARRRRRRRRRRARRRARRARRARRARRARKRRAAAAR AR RRA TR AR AR AL A ks
0 PROBLEM STATEMENT:

Digital to reduce the current "product meng",

v BENEFITS:

- Increase order management.

- Reduce inventory costs.

- Enhance the sales selling strategy.
Eliminate administrative and holding costs,
Predictability against coamitted delivery.
Align Supplier c3pability with published lead-times,
Simplify the product and service offerings.
Iwprove forecasting and inveatory planning practicas,

STATUS: OPEN; The Menu Management team has completed their worldwide
implementation plan and 3 Users Guide. In addition, Dick Costa, U.S. Territory
implementation manager, has developed a U.S. implementation plan.
The Supply Delivery Managers from the respective business units are
responsiblefor ensuring that their menu meet the requirements of the Menu
Management project. The respective menu status are:
PC - 66 line items are available. |

NAC - Their menu will be as listed an Fast Ship,

Memories - The current offerings will remain to be their aenu.



U1k - HoL gel 3vai.lal.e,
Seftware - Their menu will be as listed an Fast Ship

Workstations - A premier menu list will be available soon.

Note: By Q1 ending, all product menu's will be available on the system,

Note: Menu Management requirements will be reviewed against SAP functionality,
the new software package that will be replacing Digital's Fulfillment systems.

DRI: Dick Costa. (US Territory implementation).
EXPECTED COMPLETION DATE: 9/93.

kbt ARARRRAAARARA KR AR AR RRARCAR AR R AR CRA AR AR AR kAR AR AR C AR AR AR AR AR KR AR AR AR A AR

0 PROBLEM STATEMENT:

Digital doesn't offer “"product building blocks® for our low-end systems to
our customers.

0 BENEFITS:

- Increase the Distributors ability to do product
integration,

- Provide the Distributors with lower inventory returns
exposure.

- Provide the Distributors with increase flexibility.

- W4ill 3llow Cistributors to inventory products a3t the
lowest level.

0 ACTION REQUIRED:

- 1.Digital to consider the offering of "modular® building blocks to our
Distributors.

- 2.Digital to develop a building block strategy with processes and pricing
for low-end systess.

STATUS: OPEN; This problem will be resolved under the umbrella of the “reduce
product menu" design process implementation. The implementation 15 being
managed by the respective Business unit teasms.

In additioen, USOS Operations Management group is currently workina with
resources at our Business Partners, to provide basic systems configuration
This effort will help our Business Partners to manage their inventory.

Note: Representatives from USDS Sales Operation and I will determine if
Menu Management implementation will resolve this problem. If 30, we will
integrate this problem statement with "product menu reduction® of this report

DRI: Dick Costa.

EXPECTED COMPLETION DATE: 9/93.
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.0 PROBLEM STATEMENT:

Digital should increase bar-coded information on packaging and units.

0 BENEFITS:

- Reduce customer receiving and documentation time.

- Oigital to will meet the industry standard (EIA-534).
- Improve inventory management,

Provide for a consistent process.

Supports EDI transactional strategies.

- lmprove productivity and controls.

Help to facilitate automation at customer's receiving
operatians.

STATUS: CPEN; The newly developed DEC std. 047-2 (Shipping Transaction Label)
revisw i1s complet2, and was distributed to the responsible sites for their
implement3tion. The implementation plans are not in place by all facilities.

O0ale Foresythe will request an implementation plan from all affected sites,
Therefare, the expected completion date of 9/20/93 will be revised after all
plants hava submitted their implementation plans.

DRI: Dale Foresythe.

EXPECTED CCMFLETION DATE: 9/32/93
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0 PROBLEM STATEMENT:

In general, the Distributors Business processes are not documented.

'SDS A/R PROCE

SS: Maryanne Hall will ensure that 3 srocass flow is in place
«i1ch reflects USO

S A/R work.

STATUS: OPEN; On 10/4, Kevin COakes, Maryanne Hall and myself will discuss the
next steps for coapleting this task.

DRI: Maryanne Hall

EXPECTED COMPLETION DATE: T2,

2.USDS LOGISTICS WORK FLOW: Andrew Davis documented USOS Lagistics work flow.
This exercise will help to outline our status of work, and enhance/integrate
311 USDS Logistics work flow into a3 comprehensive package.

STATUS: OPEN; The Process Excellence group, managed by Joan Coulson, is
currently documenting DecDirect and Desk Top Direct processes. I have decided
to await the completion of their effort, and reviaw their process outline with
USDS Logistics work elements. This will provide us with an opportunity to
manage the core process integration, identify and document USDS Lagistics
process uniqueness,

ORI: Andrew Davis
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3.ASSESS SERVICES PROCESS: Two areas of the Services processes are
anders review, 1)0efective product returns, and 2)Service billing process.

STATUS 1: OPEN; The USOS business has included "defective product returns® 1in
an addendum, to their business partner agreement. Under this new clause, “our
business partners can return defactive or non-conforming products for credit’,

This business practice is in line with DECdirect and Desk Top Direct current
business practices.

Acceptance change by our business partners , to this change in our business
practice is expected to be completed during their respective negotiation sith
Digital.

EXFECTED CLOSURE DATE: 12/93.

STATUS 2: OPEN; The Service billing process seem to have deficencies, which
cause the generation of 1)dulpicate billing, 2)0istributors billed for
services not rendered, etc.

GRI: A.Davis
EXPECTED CLOSURE DATE: TBOD.

tt*iiﬁ**t*k*****it*ki****ii***i******&*i**&***t*i****i*k***ﬁ*****i*t**iii**iiii

Q PROBLEM STATEMENT:

The Backlog repricing rsport is not accurate,

STATUS: OPEN; As af 9/20, USDS Lagistics Services have implemented the
enhancedbacklog repricing report. Further investigation is continuing to have

discounts included as part of th2 backlog repricing reporting effort.

During 2 team review of the enhancement report, an action item was develop for
Mike Reich to investigate how should "discounts® be included in this report,

Mike's investigation concluded that the data field "PB_DISC_IND" does show
the discount code. Each value of this QEM discount code field reprasant two

discounts 1) product discount, and 2) 3 dba discount.

4ike's recammendation is *hat I work with an IM&T resource familar with
the discounts structure in FOCUS/MACHI to capture the data in our report,

Quring the week of /28, I will work with the identified IM&T resource E)
determine the required steps to complete this task.

ORI: A.Davis

PHASE 1: IMPLEMENTATION COMPLETED: 9/20/93.

EXPECTED CLOSURE DATE: PHASE 2 IMPLEMENTATION (for discount) T8D.

t*i&ﬁ****t***ti****k**i*i*i**ii:*i*****k********k*******i*******ii**k*tii*iit;ﬂm

Q) PROBLEM STATEMENT:
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inaccurate.

Examples: Incomplete pricing, Timeliness, frequency, Format, and delivery
method.

“TATUS: OPEN; Mike Reich have finalized the Business requirements and have
stributed internal to USOS business, and our Business Partners.

IMAT is curently sizing the business requirements, and is expected to provide
their response to Mike Reich on 4/30/93.

Next steps, Mike Reich to present the IM&T response to the USOS
SimplificationsTeam during the week of 10/4 for our review and validation

DRI: M.Reich

EXPECTED COMPLETION DATE: TBD, during the week of 10/4.
hhkhhhhhhhhhhhhhhhthhhhbbththbhhhhrhhhthhhrhbhhhhrhrhhhhhhenhhhhhbhhthhhetthbes
0 PROBLEM STATEMENT:

Albuquerque's Product Delivery document doesn't comply with DEC std. 178
ODEC std. 047, and I[S09000 cowpliance.. This problem creates delay at our
Business Partners incoming, because "pre-intstall” line items are not
identified, and the saleable part numbers 3r2 not listed.

STATUS: Albuquerque Customer Satisfaction group has generated a corrective
action request within the facility. 3ind have solicited support from other
resources to resolve this problem.

On 9724, there will be 3 con-call to review the program steps requirzd ¢
close this probiem.

wel: Mike Collins

EXPECTED COMPLETION DATE: TBO.
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O PROBLEM STATEMENT:

Serial numbers on buyout drives dsesn’'t aatch the serial numbers listed on
the barcode on the cont3iner. This is in violation aof QEC std 947, DEC
std 178, and 150900 compliance.

STATUS: OPEN; Dale Foresyhte, the standard owner, will initiate a3 corrective
action requast to current affectad plant Albuquerque. ABO 13 expected to
ensure that the serial numbers listed on the product corresponds to the

serial numbers listed on the containers,
DRI: A.Gallegos
EXPECTED COMPLETION DATE: T3D.
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0 PROBLEM STATEMENT:

Customer's "special notes® listed on arders are note followed consistently.

This problem creat2s unnecessary cost to Digital, Business Partners and aup




Cd3tonzls.

STATUS: OPEN; A crossfunctional team will meet on 10/5, to develop an action
plan to resolve this problen.

DRI: A.Davis

EXPECTED COMPLETION OATE: Tgp,
RARARRRRRARKRRRRRRARRRRA AR AR AR AR RRARRRRRRRRRARRRRARRRRRRARRRRARRRRR AR IR R AR AR

O PROBLEM STATEMENT:

FR “PC OPTIONS" part numbers reflects the "List prices” instead of
the"Standard prices®, on the price reports supplied to our Business Partners

STATUS: OPEN; The price file referaence group 1s making the necessary changes
to correct this problem,

ORI: Chris Risotti
EXPECTED COMPLETION DATE: 10/1.

Yhile working on the above listed problem, we have identified several PC's
systems that are listed as options in our reference files. This problem halp
to compound our exposure to the above listed problem.

STATUS: OPEN; Barbara Ferreira is working with the Business Unit to have
the designation codes changed to reflect the appropriate product types.

ORI: Barbara Ferreira

EXPECTED COMPLETION DATE: 10/8

IP4 Message ID:
43355192903991/251417 490
X400 Message ID:
C=US; ADMD=MCI; PRMD=0IGITAL; I0=51903192903991/1434420@MCISS
Froa:
C=US; ADMD=MCI; PRMD=DIGITAL; 0=0IGITAL; OU=UPQ; S=HACGILLIVRAY; G=FRANK
Freeform Name=Frank MacGillivray
To:
1 C=US; ADMD=Western Union; S=Bab.Braverman; DDA.ELN=42037120
Freafarm Name=4=Bob.Braverman
2 C=US; ADMD=Western Union; S=Bob.Gracz; D0A.ELN=42037120
Fresform Name=6=Bob.Gracz
3 C=US; ADMD=Western Union; S=Dick.Crouwley; DDA.ELN=62037120
Freeform Name=4=0ick.Crowley
Copy:
1 C=US; ADMD=MCI; PRMO=DIGITAL; 0=0IGITAL; OU=UPO; S=WOOOWARD; G=STEPHEN
Freefora Name=STEVE WOODWARD

IPHM Message ID:




- EBWNIS BEIVELEDORNS € S A [VTV;
X400 Message [0:

’ C=US; ADMD=MCI; PRMD=0IGITAL; I0=51903192903991/14344308HCISS

To:
AOMD=MCI; PRMO=DIGITAL; 0=0IGITAL; OU=MRO; S=ALORICH; G=ANN
ADMO=MCI; PRMO=0IGITAL; 0=0IGITAL; OU=BXC; S=COLLIGAN; G=00N
AOMD=KCI; PRMD=0IGITAL; 0=0IGITAL; OU=MRO; S=CROSSMAN; G=BRENDA
ADMD=MCI; PRMO=0IGITAL; 0=0IGITAL; OU=MRO; S=GAGE; G=SHARCON
ADHMD=MCI; PRMD=0IGITAL; 0=0IGITAL; OU=MRO; S=MAHONEY; G=PATTI
ADMO=MCI: PRMO=0IGITAL; 0=DIGITAL; OU=MRO; S=MARINQ; G=STEVE
AOMD=MCI; PRMD=DIGITAL; 0=0IGITAL; OU=MRO; S=0RAREQ; G=CHRIS

OO0
[T ]
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IPM Message ID:
22455192903971/251419 400
X400 Message ID:
C=US: ADMD=MCI; PRMD=DIGITAL; I0=51903192903991/1434430@MCISS

IPH Message I0:
§2495192902931/25141? 490
X400 Message I0:
C=US; ADMD=MCI; PRMD=DIGITAL; 10=51903192903991/1434430@MCISS
Impartance: Normal
Iaportance: Normal
Importance: Na2rasl



sa4a% Printed For: ROBERT.GRACZ *
Date: Thursday, 21 October 1993 12:29 CT
Te: KATHLEEN.HAHN,
0AVID.SMAGALA,
DAYID.GRAINGER,
JOHN . MARTENS,
DEBBIE.COMPTON,
VERONICA. KWAN,
DEAN. THUENTE,
ANNA . SHITH-CREWS,
CAROL . MARSHALL ,
CINOY.BARRY,
DAVID.STACKHOUSE,
BILL.ALLAN,
DONNA . RUSSELL,
NED.MACBRIDE,
BARBARA.HART,
JILL.PARASCANDOLA,
ANNETTE. POLEON,
JON.MICHAELS,
GREG.STONER,
DOUG . HLADEK,
RANDY . HARDY,
ALLEN . MOSKOP,
DAVID.KURTZ,
LAURIE.GUILLI,
SHERRY.SNOW,
TIM.HMCLAUGHLIN,
0EB.SCHULTZ,
STEPHEN.COWLES,
EMG-+DIGITAL-BOS
Cc: Andrews.Davis@350844735640.FAX,
JEFF.BEALL,
ROBERT.BRAVERMAN,
PETER.GITLIN,
ALAN.RIGG,
STEVE . JOHNSON <P172372 »,
EDWARD. KAZARICK,
ANDY . BRYANT,
GEORGE . SMITH,
RICH.WARD,
AC-0SH,
AC-RSH,
*
From: ROBERT.GRACZRAVNET
Subject: CAR PROCESS IMPLEMENTED WITH DEC

1 have implemented the CAR PROCESS for complete accountibility all the way
inte Digital. I want you to understand the POWER I have just given you. When
something consistently goes wrong, use the CAR process. Work your
relationships, but use the CAR process to document and require Digital te
provide us with the appropriate response for resolution to the problem we have
known about for so long. Things are changing. IT REALLY DQES WORK!

Be tenacious in your pursuit for CUSTOMER SATISFACTION. Assist your supplier
in identifying where we are experiencing trouble and give them the opportunity



to resélve the crisis as well as a permanent solution to the problem. That's
' being a true partner, and what partnerships are made of. ALUAY BE PROFESSIONAL
ABOUT IT.

Be involved, and get involved. YOU ARE YOUR COMPANY, D0 NOT TAKE THAT LIGHTLY.
We lead our industry in the Value we can bring to our customer, as well as
“king with our partners to provide the best service. Be part of the
_tution, and not problem.

YOU NOW HAVE THE POER TO VOTE, BE JUOGE, AND JUROR.
---------- ( Enclosure 1 follows ) T B

Date: Thursday, 21 October 1993 05:38 PT
To: RICHARD.CROWLEY,
JEFF.CHALIFOUR,
808.ELLIOT
Cc: PRISCILLA.REED,
PEGGY.FORTIN,
MICHAEL .0 'CONNOR,
MARK.LEAMY,
LINDA.KASS,
CHARLENE . FESSENDEN,
TAMMIE.CULLEN,
ROBERT.GRACZ
From: MICHAEL.O'CONNOR
Subject: inbound telex 6244396M001

FYI.. THIS IS A RESPONSE FROM ANDREW DAVIS OF DEC TO BOB GRACZ'S GROUP
REGARDING ORDERS INDICATING “INTEGRATED" IN COMMENTS BUT ITEMS STILL
SHIPPING SEPERATELY.  THEY ARE TRYING TO FIX IT NOW BUT SUGGESTED THAT
IINTIL THEY HAVE A FIX IN PLACE WE INDICATE "NO PARTIAL" ON THE OROER HEADER.
'THER SUGGESTION JUDY HAD WAS TO PLACE SEPERATE ORODERS IF SOME PROOUCT
15 INTEGRATED BUT OTHER ITEMS ARE TO BE SHIPPED WHEN AVALIABLE AND NOT WAIT
FOR THE INTEGRATED PRODUCT.. SO, IT LOOKS LIKE WE SHOULD GET WITH BOB GRACZ
AND OECIDE QUR IMMEDIATE COURSE OF ACTION TO TRY AND RESOLVE THIS ISSUE..
DEC IS STILL TRYING TO RESOVLE ON THEIR END BUT WE NEED TO OECIDE WHAT WE
WILL 00 IN THE MEAN TIME..

------------ ( Forwarded letter 2 follows ) =

-------------- ( Forwarded letter 3 follows )
70:42037120
EASYLINK 4244394H001 20 OCT93 12:50/20 OCT93 13:16 EST
FRONM:

XFH000013 X400USER

ATTN:Mike O'CONNOR

Subject: Corrective Action on Integration
1

Fervarded Message
Subject: (I)CORRECTIVE ACTION RESPONSE TO AVNET.
1



In the attached you vill find my response to Dee.

Regards,

Andrev

Ferwarded Message

Subject: CORRECTIVE ACTION.

October 19,1993

Avnet Electronic Marketing Group
Corporate CAR Center

40 South Mckemy Ave,

Chandler, AZ 83226

Attn.: Dee Rohrabaugh:
Dear Oee,

Please find Digital's response to your request for Corrective action
follow-up an Avnct EMG numbers A93-0959C and P.0.#9366-HO75F-AS38.

After performing a thorough investigation of our processes, we have
discovered that Avnet authorized "Partials® in the header section of
your orders. The only reference to integration was in the notes section
for P.0.4$9364-H075F-AS38.

The scheduling method used for most of our orders is thorough our
Auto scheduling process, which has a built-in logic that would
sutomatically source line items to the material available sites. This
process, given Partials are allowed, will ship the respective line
items independent of each other.

To help in resalving this problem, we would recommend that the
*partials Allowed” flag is set at NO, when complete integration is
required.

This doesn't take away from the problem of some employees not
reading notes as specified by your company. I am working to resolve
this problem with our Fulfillment and Distribution organizations.

Thank you for providing us with the opportunity to assess process
deficiencies, which will ultimately enhance the quality of our
products and services.

Sincerely,



Andrev Davis
 Sr,Customer Support Consultant

cc:Judy Stefanini
cc:Selena Gilfix
Sharon Gage

————————e X.400 Information-------cc-e--

IPH Message I0:
73144102013991/16035 4002
X400 Message I0:
C=US; ADMD=MCI; PRMD=DIGITAL; 10=53044102013991/14557048MCISS
From:
C=US; ADMO=MCI; PRMD=DIGITAL; 0=0IGITAL; QU=MRO; S=STEFANINI; G=JuoY
Freeform Name=JUDY STEFANINI €MRO
To:
1 C=US; ADMD=WESTERN UNION; S=0'Connor; G=Mike; 0DA.ELN=62037120
Freeform Name=Hike 0'Connor
2 C=US; ADMD=MCI; PRMDO=0IGITAL; 0=0IGITAL; OU=MRO; S=GILFIX; G=SELENA
Freeform Name=SELENA GILFIX

IPH Message ID:
64144102013991/16055 4002
X400 Message ID:
C=US; AOMD=MCI; PRMD=DIGITAL; 10=53044102013991/14557048MCISS

1 C=US; ADMD=MCI; PRMD=DIGITAL; 0=DIGITAL; OU=HRO; S=STEFANINI; G=JuDY
2 C=US; ADMD=MCI; PRMD=0IGITAL; 0=0IGITAL; OU=MRQ; S=GILFIX; G=SELENA

IPK Message ID:
25144102013991/16055 4002
X400 Message I0:
C=US; ADMD=MCI; PRMD=DIGITAL; 10=53044102013991/1455704@KCISS
Importance: Normal
Importance: Normal
Importance: Normal




s4444 Printed For: ROBERT.GRACZ )
Date: Tuesday, 12 October 1993 13:11 PT
To: EMG-+0OFFICE-BOS

Cc: ROBERT.GRACZ

From: MICHAEL.O'CONNOR

Subject: inbound telex 3931534M092

FYI L
+...HOC..
i ( Forvarded letter 1 follows )---==----coeonme ---
------------ ( Forvarded letter 2 follows )--=--=---m-mmmooomm oo e

10:62037120
EASYLINK 3931534M002 12 0CT93 12:11/12 0OCT93 12:11 EST
FROM:

XFHG00013 X400QUSER

ATTN:MICHAEL .0 'CONNGR

Subject: Shipping instructions
1

In the past, we have experienced situations wvhere the shipping
instructions, the carriar or the mode of transportation have not been followed.
For whatever reason, this has caused much anxiety and customer satisfaction
issues. The attached is a susmary of what Manufacturing is doing to imprave
this process. First of 3ll, they are attempting to make sure that the
shipping site review the instructions an each order carefully. If there is
any confusion, the shipping docks are expected to call the order management
people (Xaggie, Selina or Judy) Tor instructions.

Because of the frustration that you have experienced with som2 of the
shipping errors, I am sharing with you the effort that Andrew Davis is making
vith regard to improving this process. I hope that his efforts and the
process improvements that are made will resolve these unpleasant expariencas,
Forwvarded Message
Subject: (I) DISTRIBUTION ACTION FOR CUSTOMER SPECIAL NOTES.

1

Attached vou find Distribution prompt 3sction taken to resolve the problenm.

Regards,

Andrew

Forvarded Mes=zage

Subject: Shipping Notes
1

Attached is a memo from Andrev Davis regarding adherence to shipping
notes. There have been several instances wher2 the shipping instructions
have not been followed. There are two main reasons why this is

occurring - the shipping docks disregarded the notes or the notes were
not clearly stated on the shipping documents. This issue is significantly
impacting customer satisfactisn and the 0SO.

I'm sending this mewmc %o solicit your support to take the necessary steps




. to ersyre that your organization abtain the approgriate notes tiastruztiong,

- and that your organization adhere to these instructions. [f you cannot adhere
to the notes, you must notify the CAS rep for resolution prior to shipment.

If your fulfillment system does not contain sufficient notes the infaormatien
can be obtained by accessing ORS. If your shipping department needs assistance
in acquiring access to ORS, I would be happy to help.

the information 1s still unclear you should notify the CAS rep or contact
me and I will seek immediate resolution. Also, I would 3ppreciats QECH
information on orders where the appropriate notes do not exist so that I can
vork this issue with CAS,

Ve have an agreement from CAS that they will process orders which contain
special shipping requirements as follows:

- SEE NOTES will appear in the SHIP VIA field.

- The CAS rep name, telephone # and the instructions will
appear on the first three lines of extarnal notes.

We realize that this may cause del3ys in the shippina process, hut
sdherence to these notes is critical to customer satisfaction, our

primary responsibility. If you have any questians please call me. Thank yau
for your support.

Sibby
INTERDFFICE MEMORANDUH
fate: 17-Aug-1993 08:313m 20T
From: Andrew Daviz AMRID
JAVIS.ANCGREW AT Al AT ACIS3
AT MR0
Dept: U¢.S.LOGISTICS
Tel No: (508)447-7056 (0TN297-7054)

T0: See Below

Subject: (A) CUSTOMER DISSATISFACTION-- CUSTOMER NOTES ON OROERS.

PURPOSE:The intent of this memo i3 to request your support in
re-enforcing the need to read "customer notes on orders®, and
its impact to Digital's and our Busziness Partners siuccess.

INTENOED
AUDIENCE:Primary: Pat Nelson, Pete Govoni




SELJYIGQT{: Kd-ny Plwers, Uyistridution Mana3=rs, snaryn vage,
and CLSC's.

CONTEXT

SETTING:A5 you read the problem statement, it should not be construed
as an across Oigital process problems. This 1s an opportunity

for Digital to build on the pockets of excellence in

Distribution, Fulfillment, and Manufacturing plants,

PROBLEM

STATEMENT:Our Distributor Partners has expressed extreme dissatisfaction
vith Digital, for not adhering to their special instructions

listed on erders.

IMPACT:Castomer orders are d2liyed.

End-User installation 1mpact.

Orders can be refused; especially drop ship orders

Orders may be delivered to wrong address.

Orders are shipped vi3 wrong freight forwarder,

Parts are installed instead of shipped seperately.

Parts are shipped seperately instead of installed.

Incremental cost for Digital Service to install.

Un-necessary freight charges to Digital Cost Centers.
Affects End-User plan for Demo product.

Incremental Administration cost to Oigital

Incremental freight expensae to Distributors.

Customer's requirements are nat met.

Product return or replacement.

End-User move to another platfarnm,

Lack of prompt payment.

0SO impact, (i.e. Account Recelvable 1ssues),

EXPECTATION/
NEXT STEPS:Assess the limitations and inconsistency across our systems
to identify the root causas.

Andrev Davis is prepared to work with a representative from
US Distribution and Fulfillment, to develop recommendations
for resolving this problem.

RECENT
EXAMPLE :Customer stated; under S0lbs ship Fed EXP STD (collect), or aver
S01bs ship Skyway Exp TRK (callect). Refer DEC#74001342

Digital shipped this order via Consolidated Freight in error
collect at $400.00. This order was refused by customer.

RESOLUTION:A representatives at Westainster provided the CLSC
representative with a cost center to pay for the delta of
$302.00.

The cost of non-conformance in this example was $302.00 plus
Administrative costs,

FOOTNOTE:In working with two ship sites, I have discovered the coaplexity
of this problem, and a need to have a faocus person representing
both Fulfillment and US Distribution systems/processes.




Our:Business Partners have reported this problem in the past,
‘and has yet to see a3 total resolution,

Regards,
‘adrev

1 C=US; ADMD=MCI; PRMD=DIGITAL; 0=0DIGITAL; OU=MRO; S=STEFANINI; G=JUOY
Freeform Name=JUDY STEFANINI @MRO

2 C=US; AOMD=MCI; PRMD=0IGITAL; 0=0IGITAL; OU=MRO; S=GILFIX; G=SELENA
Frz:'orm Name=SELENA GILFIX

3 C=US; ADMD=MCI; PRMO=DIGITAL; 0=0IGITAL; QU=MKO; S=MORREALE; G=MAGGIE

IPM Message ID:
30846121013991/9869 4092
X400 Message ID:
C=US; AODMD=MCI; PRMD=DIGITAL; ID=31413121013991/1444474@MCISS
To:
1 C=US; ADMD=MCI; PRMD=0IGITAL; 0=DIGITAL; QU=MRO; S=CROSSMAN; G=BRENDA
2 C=US; ADMO=MCI; PRMD=0IGITAL; 0=0IGITAL; OU=MRO; S=ALORICH: G=ANN
Freefora Name=Eemote Addressee
3 C=US; AOMD=MCI; PRMO=0IGITAL; 0=0IGITAL; QU=MRO; S=GAGE; 5=SHARIN
4 C=US; ADMD=MCI; PRMO=0IGITAL; 0=0IGITAL; OU=MRO; S=GILFIX; G=SELENA
S C=US; ADMO=MCI; PRMO=0IGITAL; 0=0IGITAL; QU=HMRO; S=0RAREQD; G=CHRIS
6 C=US; ADMD=MCI; PRMD=0IGITAL; 0=0IGITAL; OU=MRO; S=STEFANINI; G=JuDY

.rH Message ID:
22844121013991/79869 4302
X400 Message ID:
C=US; ADMD=MCI; PRMD=DIGITAL; ID=31413121013991/144464675@MCISS
To:
Freeform Naze=STEPHEN TRUMPOLT SWMO
Freeform Name=FRANK GALLO 2UM0
Freeform Name=CLARENCE OELOREY @WMO
Freefora Name=RUBERT HACHEY 8WMO
Freefora Name=LARRY WALSH UMD
Copy:
Freeform Name=PETER THOMPSON GWMO
Freeform Name=KEN PAUL @4YMO

| IPH Message I0:
95746121013991/9849 4002
X400 Message ID:
C=US; ADMD=MCI; PRMD=DIGITAL; I0=31413121013991/1444476@MCISS
From:
C=US; ADMD=MCI; PRMD=DIGITAL; 0=DIGITAL; OU=UPQ; S=MACGILLIVRAY; G=FRANK
Freeform Name=Frank MazGillivray

To:




a+ak% Printed For: ROBERT.GRACZ *
Date: Tuesday, 12 October 1993 13:14 PT
To: EMG-+OFFICE-BOS

Cc: ROBERT.GRACZ

From: MICHAEL.O'CONNOR

Subject: iabound telex 3933271M002

MORE FYI.......
... MOC..

ee==eee-=—( Forwvarded letter 1 follows )=—-===------=====s===co=o=-==

10:62037120
EASYLINK 3933271H002 12 0CT93 12:15/12 OCT93 12:16 EST
FROM:

XFHOQCC13 X400USER

ATTN:MICHAEL .0 'CONNOR

Subject: More on Shipping Instructions - FYI
1

Forwarded Message
Subject: (A) CUSTOMER °"SPECIAL NOTES MEETING" MINUTES.
1

The following are the results of a recent meeting with Fulfillment QJperations
and Distribution, to discuss the impact of Dizital not reading our custoasr's
rotes listed on orders.

0 PROSLEM STATEMENT:

Our Business Partners has expressed extreme dissatisfaction with Digital, for
not adhering to their special instructions listed on orders.

0 ACTION SERUIRED BY DISTRIBUTION SITES:
Pater Thompzon has taken an actian to check with ALL direct ship s1%e3 {9
customers, to ensure that they have the capadbilities for reading our customers

"shipping iastruction” naotes,

Poter suggested a possible solutien; perhaps all Distribution sites should be
assigned a "ORS account®. This will enable them %o read all notes an orders,

ORI: Peter Thompsan

EXPECTED CCHPLETION DATE: 10/22,

0 ACTION REQUIRED BY FULFILLMENT OPS/MANUFACTURING:

Cathy Powars to ensure that ALL Manufacturing sites are capable of re3diag
sur custozer's special notes, and to stress the impact to Digital and our
customers when notes are not red.



'_DRI:)Cathy Powers

EXPECTED COMPLETION DATE: 10/13,

A\CTION REQUIRED BY LSSC CENTER:

Kathleen Vanwert to determine if the OCV group 1s making any changes to our
Business Partners special notes listed on their orders,

DRI: Kathleen Vanwert

EXPECTED COMPLETION DATE: 10/15

0 ACTION REQUIRED BY USDS DISTRIBUTION CSC'S:

1. Andrew Davis to discuss, with Michelle Walsh, the possibility of "hard
coding" the Distributions profile on E-Store.

DRI: Andrew Davis

EXPECTED COMPLETION DATE: 10/13.

2. ALL CSC'S to re-enforce, where applicable, the need for aur Business
Partners
to set the PARTIAL flags correctly.

DRI: USDS CSC's.

ECTED COMPLETION DATE: 11/22.

0 FOLLOW-UP:

Andrew Davis to prepare and communicated 3 follow-up status within three weeks.

Regards,
Andrew
1 C=US; ADMD=MCI; PRMD=DIGITAL; 0=DIGITAL; QU=MRO; S=STEFANINI; G=JuOY
Freeform Name=JUDY STEFANINI GMRO
2 C=US; ADMD=MCI; PRMD=DIGITAL; 0=DIGITAL; 0QU=MRO; S=GILFIX; G=SELENA
Freeform Name=SELENA GILFIX
3 C=US; ADMD=MCI; PRMD=DIGITAL; 0=0IGITAL; OU=MKO; S=HCORREALE; G=MAGGIE

IPH Message ID:
84407121013991/281119 490
X400 Message ID:
C=US; ADMD=MCI; PRMD=DIGITAL; ID0=63314121013991/14447138MCISS
To:
1 C=US; ADMD=MCI; PRMD=DIGITAL; 0=DIGITAL; OU=MRO; S=ALORICH; G=ANN
Copy:
1 C=US; ADMD=MCI; PRMD=DIGITAL; 0=CIGITAL; OU=MRO; S=CROSSMAN; G=BRENDA




lilgliftlal)

Digital Equipment Corporation
146 Main Street
Maynard, Massachusetts 01734-2571

- :

10 September 1993

Mr. William L. Stowers, Vice President
Supplier Management and Procurement - East
McDonnell Douglas Aerospace MC106 6100
P.O. Box 516

St. Louis, MO 63166

Dear Mr. Stowers,

Digital has undertaken an aggressive program to eliminate all loosefill dunnage from our
operations. We have actively eliminated the need for dunnage or replaced loosefill with
altematives such as non-shredded paper. This has also been restricted as of late and the
application of dunnage in any form has been reduced significantly over the past 12
months. Digital’s operations no longer support the purchase or reuse of loosefill dunnage
that may be sentto us in supplier shipments.

Digital has also pursued elimination of loosefill dunnage of any kind as well as solid
plastic dunnage such as foam in place urethane from our suppliers. This requirement is
get forth in Digital Standard 043-0 which is currently being used for Digital specific
packaging and handling requirements for our supply base. There may be isolated in-
stances where loosefill or other resticted forms of dunnage may be used by our suppli-
ers. These instances are of great interest 10 us in order that we may pursuc corrective
action with our suppliers. Our goal is to eliminate the useage of such forms of dunnage in
shipments to Digital and therefore prevent accidental reshipment to our customers. This
is in reaction to requests from our Customers as well as our own goals in reducing waste.

Sincerely,

Brian McBride, Digital Standard 043-0 Owner
Industrial Package Engineering
Digital Equipment Corporation

CC: Al Barakauskas Christopher Penta
Olivette Fulton Jim Gruss
Chuck Rabe Art Fechan




"o08s. 18. 93 11:13 AM *DEC MRO3 MARLBORO Po2

Digital Equipment Carporation

3 Results Way

Mariboro, Massachusetts 01752-3082
508.467.5111

¥
ffﬁ//f v
L 95/ Jb()

Avnet Computer
1124 Thorndale Ave,
Sensenville, IL 60106

Dear Robert,

Please find Digital’s respanss €& tRée following lssues identified
during my visit to facility, located in Peabody, oa July 18.

0 Product Delivery Document:

Digital process is not consistent in listing the saleable part
numbers, and pre-install line items on the Product Delivery Document.

Status:
The results of our investigating shows that our manufacturing plant
in Albuquezrque didn’t comply with our DEC Std.178. This standard is

designed to ensure consistency in our general shipping documentation,
and container labeling,

Action Taken:

Albuquerque has generated a corrective action request to their IM&T
resources, to modify the capability of their system.

O Disk Drive serials numbers matching problem:

The serial numbers listed on the RZ23L-EH as compared to the serial
aumber liasted on the shipper containezr bar code doesn’t match.

Status:

Albuquerque have introduced the serial number on the shipping ¢ontainer
as a manufacturing control number. The Customer Satisfaction Manager
and the Supplier Manager are having discussions with their supplier to
resolve this complaint,



os. 18. 83 11:13 AM ~DEC MROS3 MARLBORO PO3:

O Quality of License Pak:

License Pak’'s were shipped in an inconsistent manner, which impact the
quality of the document.

Status:

1.1 have requested that all sites institute an audit in their process
to ensure that the quality of License Paks is maintained.

2.A effort is in progress with representatives of the Licensee Pak

Corporate office; to implement a standard hicense Pak as 1 product.
This effort will include all software business consultants in the U.S.

O Saleable part numbers listed on Barcode:

Listed in our DEC std. 047-2, is a customer product ID column, This
column will have a combination of alphanumeric characters used by a
customer or buyer to identify a product, part number, or model
number.

Status:

All Manufacturing and Distribution facilities ai¢ currentiy review. ,
the atandard, to put in place their respective implementation strategy.

There will be a delay in this implementation.

Our commitment o quality ensures we provide superior products and
services which meet or exceed our customers’ requirements. This level
of performance can only be accomplished by working together in
identifying areas of joint concern that have an impact t¢ our
interactive partnership.

I£f you should have any further questions, please feel free to contact
me at (508)467-7056.

Singerely, g
-
‘gd:ev Davis

Sr.Customer Support Consultant
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COMPUTER
1124 Thorndale Avenue
Bensenville, 1. 60106
(708) 773-8573

Inter--Office Communication

Date: July 26, 1993

To:

Greg Monte

From: Bob Gracz

Subj: Digital Information

883888880800 CES0000C0S08804808080888830808SC4S088008888008¢020¢¢02800808380808080800

Order Cycle Time

average for getting order to point of purchase is 2 days
average time to accept order and acknowledge is 24 hours except specials
must configure order before placing order, around 1 day

will process order placement without all LOI information for invoicing such that it will not delay order
placed on manufacture

Number One Issue

No advance information on recommit date

late delivery issue

Lead times not accurate and inconsistent

Albuquerque- U.S., Kanada- Canada, and Galway- Ireland are all problem locations with delivery
We only find out by inquiring ourselves

field team looks up delivery date on E-Store and determines not acceptable and expedites most of

the orders

Credit / Rebill and RMA turn around request take around two weeks due to required authorization
of personal that are not always available

Quoting
Use E-Store to quote price and delivery

Pricing is very accurate

Delivery is inconsistent and not reliable

Work off weekly U.S. Shipper report which shows all new product and critical allocation.
Provided hard copy weekly from print off of E-Store. is statues by "code” names.

Have ability to go to Solution desk to get critical information needed. Is a call in process that is
handled by a person that has the ability to look at the 4 to 6 system that Digital has for order

delivery. Then they can go to manufacturing if necessary. Answers are always given via a return
call




Use Distributor Quote System (DQS) to generate quote with price, description, lead times, etc.
Lead times are not accurate, same as E-Store
Good format, price protection
Includes services, warranty, installation, etc.

Use Service config on E-Store and it works well

Use Software Licensee Config on E-Store

No Hardware config that is reliable

Totally disabled old system that had artificial intelligence. Present system is menu driven and not
worth the time spent to use it.

Digital

OTD is less than 50%

Lead times not accurate and inconsistent

late delivery issue

We only find out by inquiring ourselves

No advance information on recommit date

Albuquerque- U.S., Kanada- Canada, and Galway- Ireland are all problem locations with delivery
Hard copy invoices take 3 weeks to get from Digital.

Causes need to look up every order to verify cost.
Get hard copy reject report after the fact and sparingly

Inform field of information usually causes change order to meet customer commit

General

We don't stock DPP product to take advantage of quantity price breaks

E-Store tells order status buy Dec #
have to search by individual order, only way to keep up on accurate order status

Software and Licensee orders seem to be fine. Have to go to EMG team for information, they go to
CASS group but information is reliable.

Place 150 - 250 purchase orders daily not including stocking orders

We change orders frequently due to
Tech edit failure, late delivery, lack of loi approval from Digital on specials, Config changes
2 out of S orders fail tech edit at Digital
Place UOF due to Digital inability to deliver timely

Not updating mfg commit date because of man power shortage
(I suggested he start putting in standard date of E-Store at point of purchase order input and he is
reviewing with team now)

Look-up all FDS orders to verify shipment for timely invoicing via E-Store

Digital went to JIT inventory but not able to provide JIT delivery

Continue to bring up issue of lack of coverage to Sharon Gage
We have good people supporting but are not always available or there. Almost all issues are
responded to us with a call next day

Digital trying to streamline process but there infrastructure is set up such that it works against
them



Doug Hladek

Use E-Store to quote price and delivery
Pricing is very accurate
Delivery is inconsistent and not reliable
Work of weekly U.S. Shipper report which shows all new product and critical allocation. Provided
bard copy weekly from 77? Believe this is feed by manufacturing, CSS group, PC group
Have ability to go to Solution desk to get critical information needed
Use Distributor Quote System (DQS) to generate quote with price, description, lead times, etc.
Lead times are not accurate, same as E-Store
Good format, price protection
Includes services, warranty, installation, etc.
Use service config on E-Store
Use Software Licensee Config on E-Store
No Hardware config that is reliable 77?
E-Store tells order status buy Dec #
Biggest issue
No advance information on recommit date
Lead times not accurate and inconsistent
Albuquerque- U.S., Kanada- Canada, and Galway- Ireland are all problem locations with delivery

We don't stock DPP product to take advantage of quantity price breaks



Greg Stoner

Use E-Store to quote price and delivery
Pricing is very accurate, but changes frequently
Delivery is not reliable and only used as a ballpark indicator
Work of weekly U.S. Shipper report which shows all new product and critical allocation. Provided
hard copy weekly from print off of E-Store.
Have ability to go to Solution desk to get critical information needed
Is a call in process that is handled by a person that has the ability to look at the 4 to 6 system

that Digital has for order delivery. Then they can go to manufacturing if necessary. Answers are
always given via a return call

Use Distributor Quote System (DQS) to generate quote with price, description, lead times, etc.
Lead times are not accurate, same as E-Store
Good format, price protection
Includes services, warranty, installation, etc.

Use Service config on E-Store and it works well

Use Software Licensee Config on E-Store

No Hardware config that is reliable
Totally disabled old system that had artificial intelligence. Present system is menu driven and not
worth the time spent to use it.

E-Store tells order status buy Dec #
have to search by individual order, only way to keep up on accurate order status

Biggest issue
No advance information on recommit date
We only find out by inquiring ourselves
Lead times not accurate and inconsistent
PC group, Desktop direct has there delivery all over the place. Albuquerque- U.S. is improving
and seems to be getting over the fact that they did inventory at our month / year end that cause a
two week delay in everything., Kanada- Canada, and Galway- Ireland are all problem locations
with delivery, primarily because they are locations that require shipment through consolidation and
customs. Can not ship from these locations to customer site.
Loose credit with customer because Digital can not meet commitment and re commitment so the
customer looks at us as if we don't know what is going on.

Digital went to JIT inventory but not able to provide JIT delivery

Software and Licensee orders seem to be fine. Have to go to EMG team for information, they go to
CASS group but information is reliable.



Dick Crowley

Place 150 - 250 purchase orders daily not including stocking orders

Use E-Store to get price, cost and delivery
Pricing, cost is very accurate
Delivery is not reliable and only used as a ballpark indicator
There is a weekly U.S. Shipper report which shows all new product and critical allocation. This is
available off E-Store but is statues by “code” names.
Have ability to go to Solution desk to get critical information needed. Is a call in process that is
handled by a person that has the ability to look at the 4 to 6 system that Digital has for order

delivery. Then they can go to manufacturing if necessary. Answers are always given via a return
call

Hard copy invoices take 3 weeks to get from Digital.
Causes need to look up every order to verify cost.

Get hard copy reject report after the fact and sparingly
Inform field of information usually causes change order to meet customer commit

We change orders frequently due to
Tech edit failure, late delivery, lack of loi approval from Digital on specials, Config changes
2 out of S orders fail tech edit at Digital
Place UOF due to Digital inability to deliver timely

Not updating mfg commit date because of man power shortage
(I suggested he start putting in standard date of E-Store at point of purchase order input and he is
reviewing with team now)

Look-up all FDS orders to verify shipment for timely invoicing via E-Store

Digital has X con and X cell Hardware config that we do not use
Totally disabled old system that had artificial intelligence. Present system is menu driven and not
worth the time spent to use it.

E-Store tells order status buy Dec #
have to search by individual order, only way to keep up on accurate order status

Now we are checking cost on all orders we place on E-Store / Genesis to insure proper cost update at
point of order

Biggest issue
late delivery issue
field team looks up delivery date on E-Store and determines not acceptable and expedites most of
the orders
Credit / Rebill and RMA turn around request take around two weeks due to required authorization
of personal that are not always available
Albuquerque- U.S., Kanada- Canada, and Galway- Ireland are all problem locations with delivery.
Galway is being removed and large box orders will be moved to Albuquerque

Digital went to JIT inventory but not able to provide JIT delivery

Continue to bring up issue of lack of coverage to Sharon Gage
We have good people supporting but are not always available or there. Almost all issues are
responded to us with a call next day
Digital trying to streamline process but there infrastructure is set up such that it works against
them :

smipdecl.doc



Date: July 30, 1993

To: Greg Monte
From: Bob Gracz

Subject: Digital Issues Identified November 22, 1992

Here is a summary of most of the issues raised within the last six months.

ORDER PLACEMENT

e Single point of order management with performance ownership
e Order acceptance within 24 hours of placement or notification of specific problems
e Order schedule within 24 hours of acceptance.

To date, Digital has a single group for us to contact with our orders. Communication has improved
substantially since we started to work these issues. Special order approval through the operations
manager still seems to be the biggest hang-up. Notification of orders is done via hard copy and is
very cumbersome, but helpful. These issues continue to be worked through Sharon Gage's group.

DELIVERY
e Shipment to onginal schedule or notification via rejection report.

Still is the biggest and single most frustrating delivery problem we have. Note On-Time Delivery
performance chart showing a trend in the wrong direction which needs to be corrected.

Right now, Digital's on-time delivery is poor, but there is an improvement in the balance of all late items
being received within the current month. Digital continues to struggle with its own intemal system,
which | believe is not giving them the capability to build the forecast. They have no way to get
forecast information early enough to manufacturing to create a JIT build cycle, even though they
appear to have gone into that cycle of manufacturing. Albuquerque appears to always be our
biggest problem area. As of 7/30/93, Digital V.P. Manufacturing has been give a target to achieve
of 95% on time delivery based upon a true commitment date by the end of Q2. Albuquerque has a
new plant manager!

e Provide a single packing slip by purchase order.

This has been fixed since we now place all purchase orders via the DVX product code.



Packing slip to provide part numbers that match BOM matnx and product labeling.

This is still a problem. Note letter dated June 22, 1993 that Digital has accepted the problem is
theirs to fix.

Digital representative, Andrew Davis, came to Peabody on July 15, 1993 to review and see first
hand the following warehouse/receiving issues.

« Non-identification of pre-install equipment
No salable part number on product delivery document
As of 7/30/93, the problem has been identified by Digital and a fix was implemented. Need
verification of correction on our end.
Serial numbers not matching between shipping box and hardware for disk drive
Memory product not displaying serial numbers on shipping boxes
High amount of short ships
Separate shipment with BOM items for single part
BOM internal part number used instead of salable part number
License not packaged correctly
As of 7/30/93, an interim fix to packaging license in envelopes has been implemented. A
new re-work spec is being looked at for consistency across all manufacturing.
« Combining multiple orders in consolidated shipping container. (Shipping to us like an end-user
versus reseller)
e Shipping contents list show BOM part number versus salable

Insure all shipments include full purchase order number, 11 digits, on packing slips.

This was resolved with the DEC to DVX transition. This helps clear up many receiving and P.O.
match problems.

Provide bar code DEC serial numbers on all packages, distinguish CPU senal number.

Digital implemented EIA-556 standard June 30, 1993. | have confirmed with Andrew Davis that this
has gone into effect. We should start to see the new shipping label within this current month. This
will help automate and improve productivity because our warehouse personnel can use the new bar
code information for processing. Change to 7/30/93 implementation to include all manufacturers on
same bar code spec.

Provide a primary contact for product receipt issue.

Right now the contact we use is through our order fulfilment desk, Sharon Gage's group.
Once several of the receiving issues are cleared up, the activity around this should be minimized.

ADMINISTRATION

Issue invoices with accurate and complete dates within 24 hours of product or service delivery.

This is still a problem. Invoices take about three weeks to be received by D. Crowley's team. He
receives duplicate copies from Mariboro.

Provide and maintain a product BOM matnix for all products which ship as multiple devices

The BOM matrix is available from Sharon Gage's group. All we have to do is ask for it. This works
out okay, however, an automated fix of on-line information is preferred.




Provide and maintain a product shipping weight, size and box count matnx.
Some system information is available in the options catalog. There is a real problem with trade-ins.
Provide consistent delivery information across support systems.

The OTD for Digital products is at an all time low and needs to be fixed. We have done many
things to try to improve this area to no avail.

Issue return matenial authorizations within 48 hours of request.

Two week tum around seems to be the best Digital can do at this time. Credit/rebill request for cost
adjustments are a real problem area. Any exception to the process requires many signature
approvals, which delays everything.

Our customer P.O. on FDS header

This problem has been resolved.




Progress Points: U.S. Perspective

m Total Q3 revenue $1.2B
Best quarter of the year
Flat year-over-year with product revenue up 3%
m Order rates up

16% over previous quarter
17% year-over-year

dilgliltal]
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Digital Equipment Corporation

Directions and Discussion

Russ Gullotti
President, Americas Area
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m Financial Update
m Progress Points
m Digital’s Directions

m Open Client/Server Leadership
® Channels Direction

m Clear Accountability:
Business Unit Structure

Digital: Directions & Discussion
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Financial Update

Revenue and Gross Margins:

A Perspective
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Financial Update

$Bils

Composition of Revenue - Digi

$3.9
4 i $33

$3.7 $3.

i

$3.9 M Product

A Services

$3.0 $3.3 $3

dilgiltali}

(1 Z/ :{ j
74 [y 2 3'/
b, (I
o %
c >
1 [0
-7
a3 /
7‘/ -
1//'/ /()
Page 4




' Financial Update

_ Combposition of Revenue - Digital

o ' O Services
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Financial Update
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Progress Points

SG&A Spending - Digital
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Progress Points

- SG&A Expense as % of Revenue - Digital

20 + + + + + + + + —
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' Financial Update

s Net loss of $183M, revenue decline of 6% in Q3
= Good balance sheet

= Cash balance $1.2B -

= Debt to total capital ratio < 20%

m Year-over-year, research and engineering expenses
down 10%, SG&A expenses down 8%

m Q3 not acceptable;.. but can’t overlook real
progress on many fronts




Financial Update

m Net loss of $183M, revenue decline of 6% in Q3
m Good balance sheet

m Cash balance $1.2B

m Debt to total capital ratio < 20%

m Year-over-year, research and engineering expenses
down 10%, SG&A expenses down 8%

m Q3 not acceptable... but can’t overlook real
progress on many fronts

digiltai]
l1 '
A
- If good cash balance, why ask for accelerated cash payments? /&' ~ w’"ﬁﬁ
) (0W
o gt

- AVNET can accelerate payment though an advance payment. fg ‘ /L, r\
1Y
: : : //yr“”
- AVNET might ask for cash incentive to pay earlk M(, '
vy

- Receivables under 30 days at end of June are expected to be
~$14M
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® PC business: Doubling revenues year-over-year
® Storage business: Double-digit growth
® Alpha AXP sales in Q3

46 % of systems revenue (excluding PCs)
66% growth quarter-to-quarter
2100 Server launch

- ® Product revenues:After two quarters of double
- digit declines, flat worldwide. Order rates up

® % of U.S. business sold by Channels:
 FY93=32%,FY% = 46%




Progress Points

m PC business: Doubling revenues year-over-year
m Storage business: Double-digit growth

m Alpha AXP sales in Q3

46% of systems revenue (excluding PCs)
66% growth quarter-to-quarter
2100 Server launch

m Product revenues:After two quarters of double
digit declines, flat worldwide. Order rates up

m % of U.S. business sold by Channels:
FY93=32%,FY9%4 = 46%

e

/ b e ¢
v‘_' v,\‘\l 3 ~ v
/ AN A P C\» ,&;4\& ﬂn

= |

- Analogy of PC business as a Fortune 500 stand alone company
would be good.

- AVNET storage business goal for FY94 is $40M. Expected to
finish at ~ $44M.
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. m Total Q3 revenue $1.2B
| Best quarter of the year
: Flat year-over-year with product revenue up 3%
~ m Order rates up '
| 16% over previous quarter
17 % year-over-year
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' Progress Points

Total System Revenue - Digital
FY90 and FY94 YTD

FY90 - FY94
54% |

- 93%

7% ' 46%
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Progress Points

Total System Revenue - Digital

FY90 and FY94 YTD

FY90

93%

B open vMs
El unix/DOS/NT

FY94
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' Progress Points

Alpha AXP % of System Revenue* Dlgltal

FY93 and FY94 YTD
(Percentage of Total)

FY93 FY94 YTD
' ‘ 67% |

95%

5%

_ | Systems 35°A
B Alpha AXP

*Systems exclusive of Intel PC mmnau”



Progress Points

FY93 and FY94 YTD
(Percentage of Total)

67%
95%

5%

] Systems
E1 Alpha AXP

*Systems exclusive of Intel PC

Alpha AXP % of System Revenue* - Digital

FY93 FY94 YTD

33%

digilta}

- Digital 46% Q3 Alpha

- AVNET has experienced a strong trend to Alpha AXP products.

Started in late Q1/94
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 m Continued customer/market focus

= Hardware company with supportive
software/services

m Cost structure focus
= Leadership in Open Client/Server Computing
- Growth via indirect channels

— We don’t compete with our Partners

m Clear accountability




Digital’s Directions

m Continued customer/market focus

m Hardware company with supportive
software/services

m Cost structure focus
m Leadership in Open Client/Server Computing
m Growth via indirect channels

— We don’t compete with our Partners

m Clear accountability

dilgiltall}

- Client-Server: AVNET has chosen Digital Consulting in U.K. to
execute a pilot project to tie 7 subsidiaries together. 3 key Digital
players have left within the last 3 weeks. AVNET is questioning
Digital ability to deliver.

- Clear accountability. Who is accountable? AVNET has seen
both extremes.

- Channel clearly growing; Q4/94 will be an all time record

~ $53M sales out at resale

- Digital does not intend to compete with our partners.



r Computer systems - 2 platforms
=3 Operating systems
| m Networks .
= Enterprise objects
" m Data and messaging integration
m Technical, production, workgroup integration
~ m Partner applications
» = 800 firms
= 5000 applications moving to 6000
" m Services and Partners to bring it all together




Open Client/Server Leadership

m Computer systems - 2 platforms
m 3 Operating systems
m Networks
m Enterprise objects
m Data and messaging integration
m Technical, production, workgroup integration
m Partner applications

= 800 firms

= 5000 applications moving to 6000
m Services and Partners to bring it all together
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Open Client/Server Leadership

October 12: Open Client/Server Strategy
November 29: Common Object Model
February 8: Software Frameworks

April 12: Digital 2100 Server

digita)}

- Concern over moving the 2100 products to master resellers.

Street price erosion main concern.
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- | Open Client/Server L

October 12: Open Client/Server Strategy

November 29: Common Object Model

February 8: Software Frameworks

April 12: Digital 2100 Server

eadership
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" Sales Coverage: Current State .,

Accounts

Digital covered and
Global 47 accounts managed.w"ith .
Select 101 Distributors § Partner participation

and some Partner
Territory management
installed base

9000+ accounts

Digital and Partner

New business developmeht

9 covered and managed
Unoccupied accounts

1000+

Coverage



Americas aannels Direction

Sales Coverage: Current State

Accounts Coverage
Large Digital covered and
Global 47 accounts P managed .w"ith :
artner participation
Select 101 e and some Partner
Territory management
installed base
9000+ accounts

Digital and Partner

New business development covered and managed

Unoccupied accounts

1000+

it

- AVNETrole-in-all segments-still-planned.
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~ Sales Coverage: Near Term

Accounts _Coverage
850 Digital covered
Large \ and managed with
accounts Partner participation
Distributors

| Territory Digital inside sales

lo,m installed base Partner covered and

: accounts managed

' 4-6K | Digital lead

New business development “development

- new accts Unoccupied accounts Partner covered

per year and managed




Americas Channels Direction

Sales Coverage: Near Term

Digital covered
and managed with
Partner participation

Large
accounts

Distributors

Territory
installed base

Digital inside sales
Partner covered and

accounts managed
Digital lead
New business development development

Unoccupied accounts Partner covered

and managed

it}

- Does AVNET have the resources to handle the upside
opportunity.

- Inside sales - AVNET has extensive experience with telesales
model

Y v/ 7 i/
y\p/ﬂ le’ Vo W" -
o Only distributor to “HUB”(eonsolidate support functions)

o Recommendéd to Scott - single location if possible\
- cover the clock (East coast/
- West coast)
- Central Bﬁn\of country for location
- Contain the wledge in tools vs.

people.




Accounts Coverage

< 800 Digital covered

| Large and managed with
accounts - Partner participation

| ) Distributors

]_0)0004, . Territory Digital inside sales

; installed base Partner covered and

4-6K accounts managed

new accts : Digital lead

per year New business development development

Unoccupied accounts Partner covered

3 and managed




Americas Channels Direction

Sales Coverage: Future State

Accounts Coverage
<800 ﬂb Digital covered
Large and managed with
accounts Partner participation
10,000 + Territory Digital inside sales
installed base Partner covered and
4-6K accounts managed
new accts ] Digital lead
per year New business development development

Unoccupied accounts Partner covered

and managed
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Clear Accountability:
Business Unit Structure

m Systems

m Personal Computers

m Components & Peripherals

m Storage Products

m Multivendor Customer Service
m Digital Consulting Service

m Managed/hosted by our geographical management

dilgilta}

- Multiple interfaces to Digital for sales out

- Single interljaé/e responsible-for total NOR.

%) AN~ l—(L’\ ,/‘/ ’

7

' A2
, 0ol (L&AZ&LLv/ paa
(}Q’\ nip Mo A ﬁ J{L
L ’ (
| () AL &~
Noedh v F
l/ e

NS

\/40 \l,MW-‘c-(_-ﬁb*’(U / s /W
N . .
q ol T 7

Page 19



- Avnet Computer
Sales Out @Resale
DVX/ DEC - % of Total Computer Sales

4Q
Etimated

X

1092 2092 3002 4Q92 1098 203 3093 4Q93 1Q94 2Q94 3Q94 4Q94
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Avnet Computer

Avnet Computer
SalesOut @Resale
DVX/DEC - % of Total Computer Sales
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great partner.

Digital Equipment Corporation

Thank you for your business.

Thank you for being such a

i1}

—~Exeeutive partner discussions possible.
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INTEROFFTITCE MEMORANDTUM

Date: 13-Jun-1994 10:25am EDT
From: STEVE WOODWARD

WOODWARD.STEVE AT Al AT USCTRI1
Dept: US DISTRIBUTOR SALES

Tel No: DTN 297-9321

TO: Shane Patterson @MKO

CC: Sharon Frederick @MRO
CC: KENT STVRAIN ( STVRAIN.KENT AT Al AT USCTR1 AT MRO

Subject: Avnet Corporate Staff Meeting, 6/16,/94

Shane,

Per our discussion, here the latest information on the upcoming Avnet BOD
meeting.

Time: 6/16,/94 from 12:00 til 2:00pm

Location: Avnet, Inc. corporate headquarters
80 Cutter Mill Road
Great Neck, NY 11021
(516) 466-7000

Participants:
Avnet

Leon Machiz, CEO, Avnet, Inc.

Roy Vallee, Avnet COO [lunch and meeting]

Rich Ward, President, Avnet Computer Marketing Group [lunch and meeting]
David Birk, Sr. V.P. and General Counsel

John Carfora, V.P., Tax Department

Anthony DeLuca, Sr. V.P., CIO

Irwin Lubalin, Sr. V.P.

Raymond Sadowski, Sr. V.P., CFO

Stephanie Wagoner, Treasurer

George Smith, Executive V.P., Avnet Computer Sales

Terry McMullen, Executive V.P., Hall-Mark Computer Sales
Andy Bryant, V.P., Volume E/U and Component Sales/Marketing
Jeff Beall, V.P., Systems Marketing

John Spensieri, V.P., Business Development

Digital

Russ Gullotti, President Americas Area
Kent St. Vrain, Manager, U.S. Distributor Sales
Steve Woodward, Global Account Manager, Avnet




Preliminary Itinerary:
Depart Hanscom at 10:30
Arrive at Republic Airport by 1l:30am.

Transportation (Gold Crest Limo) to Great Neck; travel time approx. 15
minutes.

12:00 Lunch with Roy Vallee, Leon Machiz and Rich Ward
1:00 Digital presentation to Avnet BOD.

2:00 Depart for airport (Gold Crest Limo).

Lunch: Possible Topics

o Digital’s Business Climate

o Allowance and Expense Practices

o Telesales Directions from Digital - Avnet would like to share their
experience with Russ.

Presentation Topics

Digital’s Financial Situation

Digital’s Organizational Structure for FY95

North American Rollout of the Implementation

Role of Indirect Channels in the Overall Strategy

0O 00O

Sales Objectives

o Assure the Avnet BOD that Digital is a good investment in FY95 and beyond

o Ask for an Avnet organization commitment (financial and philosophical) to
grow the Digital relationship and business.

o The business climate and press has been at an all time negative high with
regard to Digital. Our future, however, looks very optimistic with the:
_— PC business being a Fortune 500 company with a tremendous growth;
~ sable product introductions bringing state-of-the-art computing to a

price sensitive customer who has not been a Digital customer in the past;

- Progress and pent up demand for the Windows NT solutions and tools.

wWwe need to be able to convey to Avnet that we recognize the positives and
have a workable plan to maximize our collective opportunities.

Regards,
Steve




DORIOT
AWARD

*

Steve Woodward
Avnet Account Group Manager
U.S. Distribution Sales

Digital Equipment Corporation
3 Results Way, MRO3-2/M18
Marlboro, MA 01752-3011
508.467.9321

FAX 508.467.1125
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Financial Review 1988-1993

. ($ Millions except per share data) 1993 1992 1991 1990 1989 1988
ut the Cover Shareholders’ Information ;
i : Income:
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The acquisitions of Nortec,
the largest Scandinavian
electronics distributor, of
Electronic 2000 AG, the
third largest German elec-
tronics distributor, and of
Hall-Mark Electronics, the
third largest North Ameri-
can electronics distribu-
tor—without the loss of a
single major supplier—
should enable us to add
another $1 billion of prof-
itable business to our fiscal
1994 consolidated results.

Avnet/Hall-Mark Sales
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Avnet’s fiscal 1993 sales of
$2.238 billion if combined with
Hall-Mark’s sales of $744 mil-
lion for the same period totaled
Jjust under $3 billion.

Management’s Report To Our Shareholders

Fiscal 1993 was the most exciting
and most productive year in Avnet's
history. Our acquisition of Hall-Mark
Electronics—which was completed
at the start of our 1994 fiscal year—
combines the strengths of the first
and third largest electronics distribu-
tion companies in North America.
Hall-Mark posted sales of $744 mil-
lion in Avnet's fiscal 1993 period.
We also made two key acquisitions
in Northern Europe and signed a let-
ter of intent to purchase a third in
Italy and expect to complete that ac-
quisition in the near future. All told,
these acquisitions should enable us
to add about $1 billion of profitable
business to our fiscal 1994 consoli-
dated results.

Avnet's fiscal 1993 sales—
which do not include Hall-Mark's—
totaled $2.238 billion, a gain of
$479 million—or 27%—over the
prior year figure. Earnings also rose
sharply, climbing to $69.1 million, a
gain of $18.6 million—or 37%—
over fiscal 1992. To put those num-
bers in perspective, Avnet’s revenue
growth rate for the year was about
twice that of the distribution industry.

This is the third consecutive year
that a portion of our annual report
has been devoted to acquisitions.
And acquisitions will continue to play
an important part in our growth
strategy. In 1991, we acquired The
Access Group (now known as Avnet
Access), a leading UK semiconductor
distributor with an excellent manage-
ment team. It formed the basis of an
acquisitions program which greatly

enhanced our European presence. In
the following two years we acquired
three additional leading semicon-
ductor distributors: Avnet Com-
posants in France; Avnet Nortec
with branches in Sweden, Norway,
Denmark, Finland and Estonia;

and Avnet E2000, which does busi-
ness in Germany, Austria and
Switzerland.

Strong management, substantial
financial resources, and the ability to
garner new franchises enabled our
overseas acquisitions to substantial-
ly increase their sales and their prof-
its, despite a stagnant European
economy. When the recession ends,
we can expect an even greater per-
formance from these operations.

We have yet to incorporate into
our European operations many of
the logistical advantages that Avnet
enjoys domestically. Moreover,
we have only just begun to intro-
duce our value-added services to
Europe. Once accomplished, still
further growth and profitability
should result.

As has been widely reported, our
acquisition of Dallas-based Hall-
Mark represents a quantum leap
forward for Avnet. The tremendous
synergy, added value, additional
franchises and economies of scale
that each company brings to the
other will initiate a period of growth
unlike any other in Avnet’s history.

Moreover, Hall-Mark’s geo-
graphic strengths complement ours:
they are strongest in the Southeast
and South Central regions of the
U.S., while we are strongest in the
large urban areas of the East and
West. As a result of this acquisition,
we have added 25,000 customers

and 450 technical sales and sales
support personnel to our already in-
dustry-leading totals. Equally impor-

tant, we were able to combine Hamil-
ton/Avnet and Hall-Mark's line cards
without the loss of a major suppli-
er—an unprecedented coup when
two such large distributors join
forces.

We are particularly pleased with
our acquisition of Hall-Mark's highly
profitable Allied Electronics catalog
business, which focuses on sales of
semiconductors and passive and
electromechanical devices. By ex-
panding its product offering and sub-
stantially increasing its circulation,
we expect Allied to contribute signifi-
cantly to Avnet's future growth.

The merger of our two companies
is proceeding smoothly and efficient-
ly, as indicated by Hall-Mark's seam-
less conversion to Avnet's computer

system. This reflects the similarity
of our technological competence as
well as our corporate cultures. We
share the same commitment to
quality and high levels of customer
service. Like Avnet, Hall-Mark is ISO
9002 certified and an applicant for
the Malcolm Baldrige Award, mak-
ing us the only two companies in
our industry whose quality efforts
are so far advanced.

To fully appreciate the strategic

value of the Hall-Mark acquisition, it
is important to understand the
trends that are reshaping the distri-
bution industry. Today, manufactur-
ers expect their distributors to pro-
vide higher levels of technical sales
support along with a comprehensive
array of value-added services. But
the advanced technology and spe-
cialized skills such services require
are beyond the reach of all but the
best capitalized companies. Similar-
ly, the growing demand for quality

certification requires a significant
commitment of financial resources.
In recent years, the major suppliers
have steadily reduced their roster of
distributors, retaining only those
with the financial strength to make
that commitment. Because of
this—and the consolidation among
suppliers and distributors—the 10
largest distributors increased their
share of the total available market
from 58% to 71% between 1980
and 1992.

Given these trends, the Hall-
Mark acquisition presented Avnet
with a unique opportunity to solidify
and strengthen our position of lead-
ership in the distribution industry. In
one stroke, we substantially in-
creased our customer base and our
market share, while improving our
coverage of important growth mar-
kets in the U.S. and Mexico. At a
time when even the slightest gain in
market share can yield enormous
rewards, ours has risen to nearly
25%—more than the combined
market share of our two closest
competitors. We also improved the
caliber of our already industry-lead-
ing line card. As a result of this ac-

Respectfully submitted,

oy

Leon Machiz
Chairman and
Chief Executive Officer

quisition, Avnet is the only U.S. dis-
tributor to carry all of the top five
American semiconductor lines.

At the same time, our European
acquisitions have made us a much
stronger competitor abroad. We
now have a major presence in four
of the top five European markets
and expect to enter the fifth market
shortly. Throughout Europe, as in
the U.S., the quality of our line card
and the strength of our franchises
are second to none. And the value-
added services we can provide will
give us a clear competitive edge
over our European rivals.

Avnet today is the world’s lead-
ing electronics distributor. By fully
capitalizing on the superb talent in
our domestic and European opera-
tions, we will become increasingly
valuable to our suppliers and our
customers. Our prospects for dy-
namic growth and profitability have
never been more promising.

For their contributions to our
success, we are grateful to our
suppliers, our customers and espe-
cially our employees for their un-
stinting dedication during this diffi-
cult but exciting period.

Roy Vallee
Vice Chairman, President and
Chief Operating Officer

Acquisition Time Line

Access

Composants

June 1991
Avnet acquired
the shares of The
Access Group, a
$34 million UK
semiconductor
distributor.

April 1992
Avnet acquired
the shares of
FHTec Com-
posants, a $75
million French
semiconductor
distributor.

July 1992
Avnet acquired
the shares of the
Nortec Group, a
S$68 million
Scandinavian
semiconductor
distributor.

January 1993
Avnet purchased
the components
businesses of
Electronic 2000
AG, a $75 million
German semi-
conductor dis-
tributor.

July 1993
Avnet acquired,
for cash and
stock, Hall-Mark
Electronics, the
number 3 U.S.
electronic com-
ponents distrib-
utor with sales
of $744 million.




Electronic Marketing Group

Avnet’s

Electronic

Marketing

Group (EMG),

which ac-

counted for
97% of the Company’s consolidat-
ed earnings in fiscal 1993, is the
world’s largest distributor of elec-
tronic components. The acquisition
of Hall-Mark Electronics and two
leading Northern European distrib-
utors has made it an even more
powerful global competitor. To re-
flect the added strength that Hall-
Mark brings to Avnet, we recently
changed the name of EMG's
largest member from Hamilton/
Avnet to Hamilton Hallmark. That
same acquisition also brought a
new member to the EMG: Allied
Electronics, Hall-Mark’s catalog
distribution subsidiary. Additionally,
Hall-Mark Computer was added to
EMG's Avnet Computer Group,
providing each with important fran-
chises, economies of scale and
greater customer focus.

In fiscal 1993, Avnet's EMG
posted record sales of $1.917 bil-
lion, a gain of 30% over last year.
Group after-tax earnings rose by
41% over last year to $67 million.

Hamilton/Avnet and Avnet
Europe were the main contributors
to the Electronic Marketing Group's
improved results, while Avnet
Computer and Time, in the aggre-
gate, posted only slightly higher
sales and earnings than in the
prior year.

Industry Consolidation
The electronics distribution industry
has become more concentrated in
recent years, largely as a result of
mergers and acquisitions. This
trend has been further fueled by
the decision of the largest suppli-
ers to be much more selective in
awarding franchises. Increasingly,
the top suppliers are choosing to
work only with financially strong
national or international distributors
who can supply a full range of
products, as well as value-added
and support services. This limits
the number of distributors qualified
to handle the top semiconductor
lines. For example, over the last
decade Motorola has reduced its
roster of North American distribu-
tors from 36 to only four. The other
top suppliers have made similar re-
ductions. At the same time, cus-
tomers are also becoming more
selective in choosing their suppli-
ers. They prefer to purchase com-
ponents from distributors who are
ISO 9002 quality certified, who
carry the major lines and who offer
the broadest inventories, the
fastest order turnaround and the
most comprehensive value-added
Services.

Other Major Trends
Electronic components are now be-
ing used in a wider array of prod-
ucts than ever before, including
automobiles, appliances and other
consumer goods. That trend and
the rising use of computers, as
well as the advent of mixed media,
are expected to drive industry
growth in the future.

Continued price competition for
personal computers at the retail
level has resulted in soaring unit
sales, creating tremendous demand
for components. The personal com-
puter market is expected to remain
strong in the near term, which is
good news for the semiconductor
industry, especially for suppliers of
the new, more powerful micro-
processors and their distributors.
Fortunately, Avnet is well-posi-
tioned to exploit this trend since
we distribute microprocessors for
Intel, AMD, Texas Instruments and
Motorola.

While product mix changes
have impacted gross margins, un-
like distributors in other industries,
electronics distributors have been
shielded by manufacturer price and
obsolescence protection from ex-
cessive gross margin pressures
caused by inventory write-downs.

Customers have accelerated the
trend toward outsourcing in order to
concentrate on product design and
marketing. In turn, Avnet has in-
creased its commitment to value-
added services. This includes
turnkey project management, mate-
rial procurement and inventory
management, and POURS®", our
proprietary point-of-use replenish-
ment system, in addition to kitting.

The downslide in demand for
military type electronic components
appears to have bottomed out. Lit-
tle further volume declines are ex-
pected, although near term growth
remains unlikely. Accordingly,
Avnet has shifted much of its em-

phasis from military connectors to
the growing commercial connector
business, thereby stabilizing and
beginning to increase its overall
connector sales.

In order to obtain economies of
scale and eliminate redundant fa-
cilities, Avnet in recent years has
reduced its U.S. inventory centers
from over 100 to four megaware-
houses. This also allowed us to
cost justify the advanced logistics
and information technologies we
employ, as well as the investments
associated with our total quality

programs. At the same time, we
eliminated huge inter-facility trans-
shipping costs and the resultant
delays in order turnaround times.
Centralization and computerization

have enabled Avnet to reduce its
headcount since 1988 by some
40%—before its recent acquisi-
tions—uwhile vastly increasing effi-
ciency and productivity.

As a result of Avnet’s surge in
acquisitions over the last year,
every member of EMG has experi-
enced significant changes in its
management and direction. The
group now consists of Hamilton
Hallmark, Avnet Computer Group,
Time Electronics, Allied Electronics

and Avnet Europe. Details about
their operations are provided in the
following 10 pages.

Our acquisitions have necessi-
tated major management and
strategic changes within the
Group’s sales and marketing units,
as well as the rationalization of re-
dundant facilities and personnel.
They have also led us to incorpo-
rate a number of “best practices”
which were recommended by 19
EMG transition teams and accept-
ed by management. The adoption
of these “best practices” will sig-
nificantly improve our warehousing
and value-added services, as well
as our financial operations, materi-
als management, and even our in-
formation systems and programs.
Each of these functions in the U.S.
is unified and provides support to
every Group member. While many
of these changes will be accom-
plished during our first fiscal quar-
ter, long-range projects—such as
the closing of facilities—will re-
quire most of the fiscal year to
complete. These efforts will ulti-
mately make us leaner, more
streamlined, more efficient and
more competitive than we are now.
They will help us prepare for con-
solidating our European operations
as we centralize inventories and
value-added operations and unify
disparate computer systems.

- Globe Award—Avnet received
Intel’s Globe Award for out-
$200 million in Intel sales for
calendar 1992.

1S0 9002—In fiscal 1992,

* Avnet obtained the Internation-

alsumllards Organization’s
certification in all four EMG
warehouses without a single
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Electronic Marketing Group — Hamilton Hallmark

At the beginning
of fiscal 1994,
Hamilton/Avnet,
the largest
member of
Avnet's EMG,
was combined with the comparable
operations of Hall-Mark to form
Hamilton Hallmark. Their merger
brings together the two most ad-
mired North American distribution
organizations, who share the same
commitment to Total Quality Man-
agement and who are noted for
their high levels of technical sales
support.

For fiscal 1993, Hamilton/
Avnet's sales totaled $1.059 bil-
lion, accounting for 55% of EMG
sales. This represents a gain of
23% over the prior year, or roughly
twice the estimated growth of the
distribution industry as a whole. Its
earnings for the year grew by 31%
over the fiscal 1992 figure.

Hall-Mark’s sales for its com-
parable operations—excluding
Hall-Mark Computer and Allied
sales—were about half those of
Hamilton/Avnet for the same 12
month period. Because Hall-Mark’s
various product sectors were
comingled, no comparable earn-
ings figures are available.

Combining Complemen-
tary Strengths

The merger of these two organiza-
tions is notable not only because of
its size and scope, but also be-

cause of the geographic and line
card synergy that it will afford, as
well as the resulting economies of
scale. The combination of Hamil-
ton/Avnet with Hall-Mark will result
in substantial cost reductions in
warehousing, operating facilities

and computer systems. Further
economies will be gained by com-
bining administrative functions and
consolidating inventories and val-
ue-added operations. Moreover,
because of their complementary
geographic coverage, Hamilton
Hallmark will now have the
strongest distribution presence in
every region of the United States.
Equally important, in an era
when semiconductor sales are
soaring—semiconductors having
accounted for 57% of total EMG
sales in fiscal 1993—Hamilton
Hallmark is now the only distributor

in the United States to be fran-
chised by all of the top five U.S.
semiconductor manufacturers.
Motorola has agreed to extend its
existing agreements with both
Hamilton/Avnet and Hall-Mark to
the new Hamilton Hallmark organi-

zation. Advanced Micro Devices,
Intel and National Semiconductor,
which had existing franchise
agreements with Hamilton/Avnet,
but not with Hall-Mark, have also
agreed to extend their distribution
contracts to the combined compa-
ny. And Texas Instruments has
likewise agreed to extend its
agreement with Hall-Mark to all
Hamilton Hallmark locations in
North America.

The extension of these franchis-
gs represents a long-term commit-
ment on the part of Avnet and the
leading semiconductor manufactur-
ers that will be mutually rewarding.
It reaffirms the objectives of the
major suppliers to reduce their dis-
tribution networks to those distribu-
tors with stable finances, limited
product focus, broad market cover-
age and superior quality, services
and support. In addition to its U.S.
distribution contracts, Avnet's EMG
also has existing franchise agree-
ments with these top five semicon-
ductor manufacturers throughout
its European operations.

Of course, what makes Hall-
Mark such a valuable acquisition
for Avnet is not simply its franchis-
es, its inventory or its customer
base. Above all, Hall-Mark brings
the strength of a talented manage-
ment team that made it the third
largest U.S. electronic components
distributor and earned it a well de-
served reputation for excellence.
Reflecting Avnet's recognition of
that talent, Hall-Mark executives
will hold a number of positions in
the Hamilton Hallmark organization
and throughout the EMG. Joseph
Semmer, Hall-Mark's former Presi-
dent and CEO, will serve as Presi-
dent of Hamilton Hallmark. James
Smith, former Executive Vice Presi-
dent of Hamilton/Avnet, now holds
that position at Hamilton Hallmark.

A Shared Commitment
To Quality
An important element in bringing
our two companies together in-
volves the sharing of “best prac-
tices”, the detailed business
processes that enable us to best
meet our customers’ needs. For
distributors, this includes such
functions as order fulfillment, pur-
chasing and asset management. In
order to simplify such activities
and eliminate redundant or unnec-
essary procedures, teams from
Hamilton/Avnet and Hall-Mark
worked closely together after the
merger to develop performance
measures to gauge improvement
in our business processes by
“benchmarking” the best practices
of internal organizations. They also
compared them against distribu-
tion industry trade statistics, and
even against leading operations
outside the distribution industry.
Both Hamilton/Avnet and Hall-
Mark had already implemented
programs as part of their ISO 9002
and Malcolm Baldrige applications.
Hamilton/Avnet’s 1993 first place
award in the Customer Preference
Survey of Electronic Buyers' News
attests to the effectiveness of
these programs. Additionally, both
Hamilton/Avnet and Hall-Mark
have ongoing, well established To-
tal Quality Management (TQM)
programs that extend to every level
of their organizations. Such pro-
grams are increasingly vital to
electronic component distributors
not only as a means of increasing
productivity and service levels, but

also as a way of establishing conti-
nuity with the TQM programs of
their suppliers and their cus-
tomers.

Outlook

As the unquestioned leader in its
industry, Hamilton Hallmark can
look forward to a period of acceler-
ated and unprecedented growth. It
boasts the industry’s most power-
ful franchises, strongest line card
and the most comprehensive cov-
erage of the U.S. market. Its con-
siderable economies of scale will
significantly lower its costs, while
its advanced computer system and
state-of-the-art logistics and mate-
rial handling technology will ensure
continuing improvements in ser-
vice. And its longstanding commit-
ment to quality has earned it the
recognition of ISO 9002 certifica-
tion. Most important, in an industry
in which change is the only con-
stant, Hamilton Hallmark can rely
on a seasoned, aggressive man-
agement team to keep it ahead of
the curve and lead it to new levels
of performance and profitability.




Electronic Marketing Group — Avnet Computer Group

Avnet Comput-
er, the second
largest member

of the Electronic
Marketing
Group, ac-
counted for 16% of Group sales in
fiscal 1993, during which it re-
turned to profitability, rebounding
from declining sales and negative
earnings in the prior year. Sales for
the year totaled $300 million, a gain
of 3% over fiscal 1992. This was
partly due to a new marketing posi-
tion and to new products introduced
by its largest supplier, Digital Equip-
ment Corporation which made it a
more effective competitor in the
new world of open systems and
strengthened Avnet Computer’s end
user sales.

In order to sell computer acces-
sories and peripherals, which carry
relatively low margins, to high vol-
ume users Avnet Computer adopted
a lower cost telesales model, which
has already yielded impressive re-
sults. In spite of reducing its tele-
sales centers from five to three—in
Toronto, Ontario, Peabody, Massa-
chusetts and Tempe, Arizona—it
was able to increase daily sales and
line item rates. Additionally, the VAX
Migration Center and the Technolo-
gy Maintenance Management
Service®™, which were launched
last year, have broadened Avnet
Computer's customer base and
substantially improved its sales
efficiency.

The New Avnet
Computer Group

On July 1, 1993, the first day of
Avnet’s 1994 fiscal year, as part of
the Hall-Mark acquisition, we ac-
quired Hall-Mark Computer Prod-
ucts, which—together with Avnet
Computer—posted a combined an-
nual sales volume of about $432
million for the period corresponding
to Avnet's 1993 fiscal year. Each
unit will operate as part of the Elec-
tronic Marketing Group under the
Avnet Computer Group umbrella.
However, each will function as a
separate business unit in order to
prevent market channel overlap.

Avnet Computer will continue to
concentrate on sales to end users.
Hall-Mark Computer Products will
continue to serve the reseller chan-
nel under its own logo, which is
well established in that market.
Maintaining the Hall-Mark identity
will also support those resellers
who are more comfortable doing
business with a distributor who
does not sell to end users, as Avnet
Computer does. By keeping the two
businesses separate, we will assure
Hall-Mark’s reseller customers of
security in their dealings with Hall-
Mark Computer Products. However,
because many of the support oper-
ations and all of the product lines
will be universal, both businesses
will realize valuable economies
of scale.

The merger will generate new
opportunities for both Hall-Mark
Computer Products and Avnet
Computer. Both will benefit from
new product lines as well as new
customers for existing lines.
Among the new product lines

gained by Hall-Mark are Digital
Equipment, Intel, NCR, Seagate and
Okidata. Avnet Computer also
gained several new franchises, in-
cluding Hewlett-Packard (HP),
whose products are highly valued in
the systems market. Additionally,
Hall-Mark Computer Products will
gain new marketing capabilities and
new services for their Most Valu-
able Player program, which pro-
vides support to their resellers.

As a result of the acquisition,
Avnet Computer Group will now op-
erate under three different business
models—each with its own operat-
ing management and profit and loss
responsibilities. Avnet Computer will
focus on the systems market. It will
also concentrate on volume desktop
telesales. It will sell primarily to end
users in each of these two markets.
Hall-Mark Computer Products will
focus on sales of peripherals and

components to the value-added re-
seller market. Hall-Mark Computer
Products should realize significant
growth in fiscal 1994, as two-step
distribution has gained substantial
momentum from strong, ongoing
unit demand for PCs and peripher-
als. Additionally, there is a shift by
major vendors toward this distribu-
tion channel and—in the case of
Hall-Mark Computer Products—the
addition of important new product
lines. The systems market involves
higher gross margins than the re-
seller market. It also involves higher
cost technical sales support to en-
able it to supply complete systems
to end users. New Alpha AXP™-
based products from Digital Equip-
ment are in growing demand and
should continue to boost Avnet
Computer’s sales in the coming
year. The addition of the Hewlett-
Packard line, which boasts a num-
ber of hot products, should bolster
sales still further. Avnet Computer's
volume desktop business, which
consists of low cost telesales to
high volume end users, also looks
promising. An improved marketing
approach and an increased focus
on telesales should result in grow-
ing sales to this market. Hall-Mark
Computer Products is equally well
positioned for growth. Its new fran-
chises have made it an even more
valuable distributor to its value-
added reseller customers. More-
over, it appears that disk drive
prices may have stabilized. If so,
the industry may benefit from the
rising unit demand resulting from
price elasticity, thereby improving
its margins.

Outlook

The prospects for all three business-
es of the Avnet Computer Group are
extremely bright. Digital Equipment,
its largest supplier, is under new
management which is more favor-
ably disposed to the use of distribu-
tion channels. Its new attitude to-
ward distributors, coupled with an
expected sales surge from its new
Alpha-based systems, is most en-
couraging. During the first month of
fiscal 1994, all three of Avnet Com-
puter Group’s business units showed
strong growth in both sales and
earnings. Sales of the Avnet Com-
puter Group for the entire year could

“Third Party= independent software
**with optional integration of shrink-

exceed $500 million. Earnings are
also expected to increase signifi-
cantly, due in part to economies of
scale that will significantly affect
the bottom line. Additionally, it will
realize meaningful savings in ware-
housing and information system
costs, and from more effective as-
set management. To further expand
its market position, Avnet Computer
Group will continue to make cus-
tomer satisfaction the top priority, a
commitment that Avnet Computer
and Hall-Mark Computer Products
have in common, as do all of
Avnet's Electronic Marketing Group
members.

Work stations and personal computers are displacing traditional main-

frames and minicomputers. They are being adapted to serve as data-stor-

ing hubs in client-server (enterprise network) computing, in which people

using desktop machines work as teams linked by computer networks and

share data that reside on servers. As computer users convert to enterprise
network solutions, Avnet Computer Group is excellently positioned, techni-

cally and product-wise, to assist its computer customers and resellers in

making these conversions.
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Electronic Marketing Group — Time Electronics

Time Electron-
ics, the leading
distributor of in-
terconnect
products in the
world, is in-
creasing its focus on electromechan-
ical devices and passive compo-
nents, while continuing to sell semi-
conductors, primarily to industrial
and military/aerospace original
equipment manufacturers (OEMs). It
contributed 13% of EMG sales in fis-
cal 1993, down from 18% last year.
Faced with declining sales in its
major military/aerospace market,
due to sharply reduced defense
spending since the cessation of the
Cold War and weak aerospace and
airline industries, Time is meeting
the challenge of reordering its busi-
ness focus. While maintaining its
military connector business—whose
margins are higher than those in the
commercial market—it is dedicated
to expanding its share of the growing
commercial connector market. Hav-
ing increased its sales of commercial
interconnect products from 45% of
its total interconnect sales in calen-
dar year 1991 to 54% in calendar
year 1993, Time's new focus is
clearly proving effective.

Another key element of Time's
strategy is to differentiate itself
from the other top tier distributors
through its product offerings and
its expanded value-added ser-
vices. The other major distributors
are microprocessor oriented and
focus largely on the sale of high
tech products, primarily in the
semiconductor industry. Although
Time continues to increase its
sales of semiconductors, they will
not be its main focus. Time’s pri-
mary goal will be to serve a broad
segment of its customer base with
the type of expertise that other
major distributors do not possess.
That includes providing value-
added services not readily avail-
able from other distributors which
will play a vital role in broadening
Time's customer base. At its as-
sembly facility in Peabody, Mass-
achusetts, for example, as many
as 30 different components can
be automatically assembled into a
single connector. By utilizing val-
ue-added resources, such as
Electronic Data Interchange, ad-
vanced bar coding, automated as-
sembly and testing techniques,
POURS™ and kitting, Time can al-
so effectively compete against lo-
cal and regional distributors—
whose resources are limited—by
providing more comprehensive
services as well as a wider range
of products.

Since the beginning of calendar
1993, Time has also expanded its
product offering of electromechani-
cal devices and passive compo-
nents. Taking advantage of Avnet’s
acquisition of Hall-Mark Electron-
ics, it has added such product lines
as AVX, Bourns, CTS, EECO, Globe
Motors and Fans and Vishay. These
new product lines will substantially
enhance Time's strategy of ex-
panding its business in electro-
mechanical and passive products.
Moreover, they will not only con-
tribute to increased sales of these
commodities, but will also help es-
tablish the image of Time as the
major distributor of electromechan-
ical and passive products.

To further broaden its customer
support, Time is currently expand-
ing its cable assembly capabilities
to support customers in growth in-
dustries such as medical instru-
mentation, telecommunications and
industrial controls. As an integral
part of this program, Time will pro-
vide technical assistance and as-
sembly capabilities to support the
sales force and the customer base,
thereby increasing Time’s value-
added services as well as its prod-
uct offering. Time plans to pursue
this strategy in all major North
American markets, and eventually
in Europe and the Far East.

Time's strategy to be identified
as a distributor specialist—whose
sales organization is technically
proficient to support its customers’
needs for interconnect, electro-
mechanical and passive compo-
nents and value-added services—
has enabled it to successfully
compete against broad line distrib-
utors. This strategy will be rein-
forced by an acquisition program
designed to seek out other distrib-
utors with a similar product focus
whose value to its customers can
be enhanced by utilizing Time’s
assembly, value-added and finan-
cial resources.

Because Time has shifted a
larger percentage of its business
from the military to the commer-
cial marketplace, it has experi-
enced a decline in gross profit
margins. To help offset this de-
cline, it embarked on a major pro-
gram to increase productivity and
reduce expenses during the past
year. As a result, it has increased
its sales, while substantially re-
ducing its personnel. Not only
have sales per employee in-
creased, but gross profits per em-
ployee have increased as well.

Productivity standards and sales
per employee are monitored on a
regular basis to ensure expense
reduction as a percentage of sales.
Since initiating its productivity and
cost reduction program, Time is
achieving a reduction of its ex-
pense-to-sales ratios.

As part of the re-engineering of
its business structure, Time has
substantially modified its product
management and marketing orga-
nization. Formerly, each sales loca-
tion had product managers to sup-
port all product lines. Product
management and marketing sup-
port have been centralized on a re-
gional or area basis so that multi-
ple sales locations are now sup-
ported by a single product support
group. This new program improves
customer service while also provid-
ing greater cost containment.

Although Time has changed
its business focus, its commit-
ment to Total Quality Management
(TQM) and providing the highest
levels of customer service remains
unchanged. In recognition of that
commitment, it won the Electronic
Buyers’ News Preferred Distribu-
tor Award in the connector cate-
gory for the 11th consecutive year
in 1993.

Looking ahead, there is no
reason to expect an upsurge in
demand for military/aerospace
connectors, so Time's gross profit
margins will continue to suffer
near term. At the same time, its
increased focus on the commer-
cial market, its new product lines,
its greater emphasis on value-
added services and its improved
expense-to-sales ratios leave it
well-positioned for the future. In
the long-term, Time should realize
steadily growing sales and profits.




Allied Electronics is a well-
established catalog distrib-
utor of electronic compo-
nents. Allied is now a
member of Avnet’s Elec-
tronic Marketing Group.
With financial backing from
Avnet, Allied will be able to
increase its catalog con-
tent and its circulation, add
more computer capacity,
more sales offices and sig-
nificantly broaden its cus-
tomer base.

This 900 page Allied Electron-
ics catalog has an annual cir-
culation of 350,000 copies and
is used in conjunction with a
nationwide 800 number that al-
lows customers to reach one of
Allied’s 73 lacal sales offices.
Allied Electronics is the second
largest broadline catalog dis-
tributor of electronic compo-
nents in the U.S.

Electronic Marketing Group — Allied Electronics

Allied Elec-
tronics Inc.,
formerly a cata-
log subsidiary
of Hall-Mark
Electronics,
is now a member of Avnet's Elec-
tronic Marketing Group. Allied Elec-
tronics is a well recognized name
in the industry, dating back to its
founding as Allied Radio in 1928. It
issued its first industrial catalog in
1962. Purchased in 1986 by Hall-
Mark Electronics, Allied joined
Avnet in July with Hall-Mark. In the
new corporate relationship, Allied
is part of the Electronic Marketing
Group, but will operate as an inde-
pendent business unit. Allied has
the potential to make Avnet a ma-
jor presence in the growing elec-
tronics and MRO (maintenance, re-
pair and operations) catalog mar-
ket. During the period correspond-
ing to Avnet’s 1993 fiscal year, its
sales totaled $60 million, a gain of
22% from the prior year.

Allied is a broad line industrial
distributor of active and passive
electronic components, test equip-
ment and electronic equipment,
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which it sells by means of its cata-
log and telesales operations. Its
customers include MRO organiza-
tions, and research and develop-
ment and engineering departments
of both large and small original
equipment manufacturers (OEMs).
With an average order of around
$215, Allied serves a market seg-
ment whose orders are too small
to be economically fulfilled by the
typical OEM electronic components
distributor. Nevertheless, it is a
rapidly growing market, partly be-
cause more types of equipment in-
clude electronic parts, which are
required in small quantities for
prototypes, preproduction models
or short runs. This segment of the
electronic distribution market cur-
rently represents annual sales of
more than $2 billion and is grow-
ing significantly.

Allied operates from 73 sales
offices throughout the U.S., en-
abling it to maintain a local sales
and order-taking presence sup-
ported by a catalog of nearly 900
pages, which contains the lines of
more than 260 manufacturers. The
catalog is published every 15
months and is produced in-house
with the help of Allied’s suppliers,
who provide the artwork. With the
additional suppliers of Hamilton
Hallmark, Time and other Avnet
units, next year's catalog may well

run 1,000 pages or more. Allied
takes between nine and twelve
months to produce its catalog. To
keep ahead of customers’ needs,
Allied produces supplements peri-
odically on newly introduced prod-
ucts and new product lines. Allied
also publishes a line card for those
customers who prefer to order
from line cards rather than cata-

logs. Allied has a customer base

of approximately 55,500, and its

most recent catalog mailing—in
January 1993—totaled 350,000
copies. Allied maintains a nation-
wide 800 number that allows cus-
tomers around the country to
reach the nearest sales office.

Each sales person can provide in-
stant sales and customer service in-
formation using an on-line connec-
tion to the computers at Allied's
headquarters in Fort Worth. On an
average day, Allied handles more
than 5,500 calls and ships about
3,500 line items.

In keeping with Avnet's and
Hall-Mark’s commitment to quality
assurance, Allied is actively involved
in a special quality improvement
program adopted by Hall-Mark in
1990. The program, which is known
as TQC—or Total Quality Commit-
ment for Customers—is designed
to ensure continuous quality im-
provement. It includes in-depth
training that uses audiovisual tools
to demonstrate telemarketing tech-
niques, instill product knowledge
and assist in sales instruction. Allied
has already graduated more than
250 of its people from its basic
quality education course. That rep-
resents about 95% of Allied em-

ployees who have been with the
company for more than six
months. Through its participation
in TQC’, Allied has improved its al-
ready excellent on-time delivery
record and enhanced its productiv-
ity. Allied prides itself on the ser-
vice it provides to customers. Ser-
vice is a strong contributing factor
to Allied’s growth. Some of its key
services are its strong in-stock po-
sition, same day shipment, and af-
ter-sales follow-up.

Maximizing Allied’s
Growth Potential

Avnet plans to make Allied a strong
contender for the title of the na-
tion’s leading electronic compo-
nents and MRO catalog distributor.
Avnet will provide Allied with the fi-
nancial strength needed to sub-
stantially increase both its cus-
tomer base and its catalog circula-
tion. Besides increasing its catalog
circulation, its strategy includes
the opening of additional sales of-
fices, increasing the capacity of its
computer system, expanding its in-
ventory and enlarging its service
and support staff. To further fuel
its growth, major new electronic
component lines from Avnet's EMG
line card, as well as MRO products
from Brownell Electro and Mechan-
ics Choice catalogs will be added.

Although catalog orders are
smaller, their gross margins are
appreciably higher than those of
traditional OEM electronic compo-
nents distributors such as Hamilton
Hallmark and Time Electronics.
With higher gross margins, an ex-
panding market, a more compre-
hensive catalog with a much
broader circulation and the synergy
that exists between Allied and its
fellow members of the Electronic
Marketing Group and the Electrical
and Industrial Group, we expect Al-
lied to make an increasingly impor-
tant contribution to Avnet’s future
profitability and growth.
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AMP Prism Award—Awarded
to Allied Electronics in 1991
for distinguished marketing
achievement. The award re-
flects Allied’s dedication and
commitment to specialized
distribution.

Ohmite President’s Award—
Awarded to Allied Electronics
in 1992 in recognition of its

outstanding performance as
a distributor of passive and

electromechanical devices.
S

Alpha Partnership Award—
Awarded to Allied Electronics
in 1992 in recognition of its
commitment to the growth and
success of the Alpha/Allied
partnership in the wire and
cable business. f




Electronic Marketing Group — Avnet Europe

Avnet’s European
Group performed
superbly in fiscal
1993, achieving
a fivefold rev-
enue growth to
$300 million, compared to $59 million
in the prior year. Net income was
more than three times higher than last
year’s figure and a solid return on our
$121 million investment. Group sales
for the fourth quarter totaled just
under $100 million which, if annual-
ized, comes to $400 million for fiscal
1994 before any growth.

In keeping with our European
expansion strategy, we achieved sig-
nificant gains in sales and profitability
from our earlier acquisitions, while
also benefitting from the steadily
improving performance of our more
recent acquisitions. We began the
year with the acquisition of Nortec
(now known as Avnet Nortec), the
number one Scandinavian semicon-
ductor distributor with wholly-owned
distribution operations in Sweden,
Denmark, Norway and Finland as well
as 70% of a distribution joint venture
in Estonia. In January, we acquired
the components business of Electronic
2000 AG (now known as Avnet
E2000), the third largest German
semiconductor distributor with opera-
tions in Germany, Austria and Switzer-
land. In June, we signed a letter of
intent to acquire Adelsy, an Italian
electronic components distributor with
annual sales of $20 million. Upon
completion of this acquisition, Avnet
will have operations in the five most
important European regions. The UK,
Germany, France, Scandinavia and
Italy account for 83% of the European
total available market for distribution.

Among the year’s most notable
accomplishments was our ability to
realize profits from our three most
recent European acquisitions, which
had been unprofitable prior to our
acquiring them. A key step in this
direction involved paying down their
debt, which eliminated burdensome
interest payments. Additionally, we
gave them the financial backing that

enabled them to enhance their
inventory. We also helped them add
important franchises to their line
card and made U.S. inventories
available to them.

These initiatives, together with
the adoption of sound cost control
measures, helped improve the
Group’s operating income in fiscal
1993. Our start-up company, Avnet
Time, was successfully launched in
the UK during the first quarter. Avnet

Time is based at Avnet Access and is
a connegctor, electromechanical and
passive distribution specialist. Having
already turned profitable, it will serve
as a mode! for the launching of simi-
lar operations throughout Europe.

In addition to seeking opportune
acquisitions in Europe, our overall
strategy is to increase market share
and profitability by steadily improving

customer service and enhancing our
line cards. In both respects, we have
a considerable advantage over our
European competitors. While there
are currently about 1,000 distributors
in the European market, most of them
operate as pure wholesalers, offering
little or no value-added services. Our
ability to provide value-added ser-
vices, 24 hour order turnaround time,
just-in-time delivery and customer-
oriented inventory keeping, such as
our unique Point-Of-Use Replenish-
ment System (POURS™), will quickly
distinguish us from the competition.

Avnet Access—
United Kingdom
Avnet Access had an outstanding
year, posting a 53% gain in sales,
while reducing operating expenses
significantly. The second half of the
year was also noteworthy for the
introduction of value-added (VAD) ser-
vices to the UK. Seven VAD programs,
including POURS®, have already
proved successful with customers and
have generated about $9 million of
incremental sales in just six months.
While much of Europe remains
mired in recession, the economic
forecast for the UK calls for a GNP
increase of 1.5% to 2%, which should
further boost fiscal 1994 sales for
Avnet Access and Avnet Time.

Avnet Composants—
France

Acquired in the fourth quarter of fiscal
1992, Avnet EMG France—which
consists of Avnet Composants and
Avnet Time France—made a dramat-
ic turnaround in its first full year. Dur-
ing that time it was transformed from
an unprofitable company with declin-
ing sales into a highly motivated, rea-
sonably profitable and growing orga-
nization. Its efforts to eliminate redun-
dancies, restructure operations and
add the Intel line were largely respon-
sible for this turnaround. Four ware-
houses were centralized into one and
three operating systems into one,
while head count was reduced by
about 13%. As a result, operating
Costs were brought to a more accept-
able level to create a base for prof-
itable expansion.

Because the French economy
shows no signs of emerging from the
recession in the near term, we project
only a modest market growth in fiscal
1994. But fueled by a lower expense-
to-sales ratio, income should increase
significantly.

Avnet Nortec—Sweden,
Norway, Denmark, Finland
Fiscal 1993 saw Avnet Nortec achieve
profitability with a huge gain over their
pre-acquisition sales. They consoli-
dated their position as the largest
electronics distributor in the Scandi-
navian region and made major
progress toward the establishment of
a Pan-Nordic structure. They also
made great initial strides toward cen-
tral asset management for this group
of companies, which should be
accomplished within the first half of
fiscal 1994.

Because the economies in the
Scandinavian region are mixed, we
anticipate only a slight market growth
in Norway and Denmark, while we
expect a moderate market growth in
Sweden and good growth in Finland.
Overall, we anticipate a strong sales
gain for Avnet Nortec in fiscal 1994.
This region offers the strongest oppor-
tunities for growth in Europe, with a
number of major franchises becoming
available for both semiconductors and
interconnect and passive devices, and
a completely untapped market for
VAD services.

Avnet E2000—Germany,
Austria, Switzerland

In the six month period since its
acquisition in January 1993, the per-
formance of Avnet E2000 has been
nothing short of remarkable. After tak-

ing an operating loss in the first half
of the year—before being acquired
by Avnet—it achieved an operating
profit of 2.9% in the second half and
increased its annualized sales rate
by 80%, despite a stagnant econo-
my. With the highest productivity of
any of our overseas operations, the
disciplines of Avnet E2000 could
serve as a model for our other Euro-
pean companies.

Nevertheless, the German econ-
omy is currently weak and getting
worse. Against a projected GNP
decline of around 2%, we forecast a
moderate market growth and a
strong sales growth in fiscal 1994,
aided by having obtained the
Motorola franchise for Germany in
July 1993. The introduction of VAD
services and Avnet Time should go a
long way toward differentiating Avnet
from its competition throughout Ger-
many, Austria and Switzerland.

Adelsy—Italy

In June 1993, Avnet signed a letter
of intent to acquire Adelsy, an Italian
electronic components distributor.
With annual sales of $20 million,
Adelsy is based in Milan and has
sales offices throughout Italy. Once
this acquisition is completed, Avnet
will have established a presence in
all five major European markets. We
can then help Adelsy employ the
same strategy proven so effective
elsewhere in Europe—eliminating
redundancies, enhancing line cards
with major franchises and introduc-
ing VAD services. By taking these
initiatives, Adelsy could make signifi-
cant market share gains.




The Electronic Marketing
Group’s semiconductor
sales soared in fiscal 1993
from $736 million last year
to $1.1 billion largely due
to increased sales of micro-
processors, PLDs and mem-
ory devices. Its computer
and connector products
sales rose slightly and its
passive and other devices
sales rose moderately.

EMG Group Sales by
Product Sector
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Avnet’s EMG was the nation’s
leading semiconductor distrib-
utor in fiscal 1993. If its semi-
conductor sales were com-
bined with Hall-Mark’s for the
same period they would have
exceeded $1.5 billion.

Principal Suppliers and Products

Semiconductors m

The Electronic Marketing Group’s
semiconductor sales were $1.1 bil-
lion, up 50% over last year. They
accounted for 57% of the Electronic
Marketing Group’s 1993 fiscal year
sales compared with $736 million,
or 50% of the Group’s last year'’s
sales. The extent of this increase
can be put in perspective by com-
paring it with the semiconductor in-
dustry’s 1992 sales growth of
15%. Hamilton/Avnet accounted for
73% of the Group’s 1993 semicon-
ductor sales. The Group’s European
operations accounted for 22% and
Time for 5%. Adding recently ac-
quired Hall-Mark’s semiconductor
sales for the same fiscal period to
those of the Electronic Marketing
Group, combined semiconductor
sales would exceed $1.5 billion.

According to World Trade Sta-
tistics, some 25% of all semicon-
ductors consumed in the twelve
months ending June 1993 were
used in PCs. This created strong
growth for microprocessors, pro-
grammable logic devices and dy-
namic random access memories
whose revenues grew by 90%,
53% and 32%, respectively. Hamil-
ton Hallmark will benefit significant-
ly from the rising demand for these
products. It now is franchised by
the leading microprocessor suppli-
ers, Intel, Motorola, AMD, and
Texas Instruments; by the leading
PLD suppliers, AMD, Xilinx and
Texas Instruments; and by the lead-
ing U.S. DRAM suppliers, Texas In-
struments and Micron.

In addition, Avnet Composants
in France was granted the Intel
franchise in the second half of fis-
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cal 1993, and Avnet E2000 was
granted the Motorola franchise in
Germany at the beginning of fiscal
1994,

Computers -

Computer product sales, which in-
creased 8% in fiscal 1993, account-
ed for $355 million or 19% of the
Electronic Marketing Group's sales
compared with $329 million or 22%
of EMG sales last year.

Avnet Computer accounted for
84% of the Group’s computer prod-
ucts sales. Hamilton/Avnet, which
distributes computer boards, boxes
and peripherals to OEMs, con-
tributed 11%. The Group’s European
operations contributed the remaining
5% of sales in that category.

Were Hall-Mark Electronics’
computer products sales for the
comparable fiscal 1993 period to be
added, total computer products
sales would have been $487 million.

The sales increase came princi-
pally from Digital Equipment’s new
Alpha AXP™ products, manufactured
with its Alpha AXP™technology
which contains a revolutionary 64-
bit microprocessor that can process
data at record speeds of 400 million
instructions per second and is com-
patible with everything from UNIX to
Windows NT™ to Open VMS™ oper-
ating systems.

Connectors '

Connector sales, which were flat in
fiscal 1993, accounted for $250
million or 13% of the Electronic Mar-
keting Group’s sales compared with
$249 million last year.

Time accounted for 61% of the
Group’s connector sales, Hamilton/

Avnet contributed 37% and the
Group’s European operations con-
tributed the remainder.

Hall-Mark Electronics’ connector
sales accounted for 4% of its total
sales last year. Were these sales
added to Avnet’s comparable fiscal
1993 period, total connector sales
would have been $276 million.

Sluggish connector sales were
due to the decline in demand for mil-
itary connectors since the end of the
Cold War and to the concurrent drop
in demand for mil-aero connectors
for new airplane manufacture and re-
pair, as 2,000 older airplanes have
been taken out of service by troubled
airlines. Time and Hamilton/Avnet,
the number one and number two
ranked connector distributors, were
able to supplant this shortfall in their
mil-aero connector businesses by in-
creasing their sales of lower margin
commercial connectors.

Passives ===

Passives and electromechanical de-
vice sales, which increased 31% in
fiscal 1993, accounted for $209 mil-
lion or 11% of the Electronic Market-
ing Group's sales compared with
$160 million or 11% of EMG sales
last year.

Hamilton/Avnet accounted for
59% of the Group’s passive and
electromechanical device sales. Time
accounted for 26% and the Group’s
European operations accounted for
the remaining 15%.

If recently acquired Hall-Mark
Electronics’ passive and electro-
mechanical device sales for the
same period were added, these sales
would increase to $284 million.
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incipal Semiconductor Suppliers

yy Franchise Date and Product Line

Hamilton Hallmark

‘60 Motorola 2000
60 National Semi. @@ ®
68 Philips/Signetics = @ @

69 Intel 200

'70 AMD 000
172 Hewlett-Packard &

73 Analog Devices &

73 Harris 200

74 Texas Instruments = © ® ® @

'75 Rockwell £00
77 Zilog 2 )
-’84 LSI Logic ®
85 Dallas ]
’86 Micron &
-’86 IDT 2 @
86 Xilink e o
Time
85 WaferScale £0000
85 Mitel &
'86 Motorola 700 O
6 Powerex L
'87 National Semi 270000
'88 Mosel/Vitelec E ®
'90 Atmel (T X X )
vnet Access
0 Texas Instruments & ® @ @
1 Harris c 00
3 National Semi. ¢ @ ® @
5 AMD 200
6 Motorola 2000
6 Intel 200

8 Int’l Rectifier &

8 Analog Devices & @
0 IDT e o
2 Xilinx ® o0
2 SGS Thomson 0000

‘92 Hewlett-Packard &

-

 Avnet Composants

* 70 Philips £00

- 71NationalSemi = @@ ®
- 79 AMD 2000
- '82 Motorola 2000
- '85 Harris 200
- '86 SGS Thomson £ 000
- '86 Xilinx 2

- '86 Dallas e

- '87DT = @

- ‘90 Analog Devices = @
- '91 Toshiba 1000
93 Intel “00

- Avnet Nortec
- '65 Motorola £000
* 69 Intel 00

- 73 Hewlett-Packard =

77 Quality Technology &

- '80 NationalSemi. @@ @
- '81 Fujitsu 2000
- '86 AMD £00

Avnet E2000

'76 Intel €00

'81 Texas Instruments © @ ® @
'85 Altera o

'85 Xicor @

"86 National Semi. 000
'88 AMD 2000
'89 Lattice &

'93 Motorola 0000
'93 Xilinx o O

© Standard Semiconductors

@ Programmable Semiconductors
@ Microprocessors

@ QGate Arrays & Standard Cells
@ Customized Semiconductors

Computers -

Principal Computer Products
Suppliers by Franchise Date
and Product Line

Avnet Computer

'69 Intel L
'74 Multitech

'78 Digital Equip. &
'81 Archive

'82 Okidata

'83 Esprit

'83 Wyse

"84 Emulex

'84 Seagate

'84 SyQuest

'87 Hewlett-Packard
'88 Connor Periph.
'89 Maxtor

'90 Apple

'91 NCR

‘91 US Design

'92 Cognos

'92 Dataram

'92 Retix

®
®
®0
o000 o
[ ] ® o

Hall-Mark Computer

'77 Texas Instruments L
'81 Universal Data Sys o

'83 Tecmar ®

’84 Micropolis ®
'84 Standard Microsyst. @

'85 UNISYS ®
'86 Kodak e O
'88 Hewlett-Packard ( X J
'91 Diamond Flower Ins. (-]
'91 3COM e o

‘91 Data General { X ]

Hamilton Hallmark
'69 Intel g ®
‘81 Archive

'81 UDS

'84 Seagate

‘84 SyQuest

'86 Adaptec

'88 Connor Periph.
'89 Maxtor

Avnet Nortec
'65 Motorola -] o
'69 Intel & o

@ Boards (Expansion, processing,
controller)

® Mass Storage

@ Communications (Modems, multi-
plexer, LANs)

@ Peripherals & Subsystems

@® Computers & Software

Connectors .

Principal Connector Suppliers by
Franchise Date and Product Line

Time

'52 ITT Cannon 200

'64 Pyle-National @

'72 Viking [ ]

'75 T&B Ansley [ X J

'77 Matrix Science 0

'80 Augat [ X )
'82 Molex [ 1 X J

‘83 Kings &
'84 ELCO @

'87 General Con. @

'88 Tl Connector @

'88 AMP c00000
Hamilton Hallmark

'57 Amphenol/Bendix ¢ @ ® ® 0@
'63 Dale/Vishay &

'63 Augat [ X ]
'65 Winchester [ 1

‘81 Molex [ 2% )

‘84 AMP 200000
'88 3M L X J

'86 Spectra Strip L]

'91 Matrix ee

Avnet Time UK

'92 ITT Cannon 00

'92 3M (XX ]

‘92 Amphenol “000 O
'92 Augat [ X J
‘92 Greenpar @

'92 Thomas & Betts ( X}

'92 Molex @0 e

'93 AMP 00000
Avnet Time France

'69 3M [ X X J

'72 Amphenol 00000
'78 Berg @0 000
'79 Spectrum Control [ 1 J

'87 AMP 200000
'89 Panduit e ©
‘93 Molex ( I X ]

@ Circular

@ Rectangular (Rack & Panel,
D-Subminiature)

@ Printed Wiring Board

@® Sockets

® Backpanel

@ R/F Coaxial
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Passives =" T

Principal Passive and Electro-
mechanical Suppliers by Franchise
Date and Product Line

Hamilton Hallmark

'63 Dale/Vishay [ X

'63 Rotron ®
'65 Bourns [ X J
'65 Kemet &

'65 Philips 000
'75 Vishay/Sprague @& @
'77 Hewlett-Packard

'81 Globe

'83 Kyocera ®c
'86 AVX 2

Time

'62 Leach

'80 Murata-Erie
'83 Teledyne
'84 Kemet @

'86 U't'd Chemi-Con @

'86 NDK America ®
'88 Commun. Instr. o
‘91 Grayhill ®

'91 Cherry @&

‘91 Cutler-Hammer [

'91 EECO ®

‘91 Philips
'93 Bourns ® o
'93 CTS
'93 Valor
'93 Vishay

c00

Avnet Time UK
'92 Bourns [ X J
'92 Kemet @
'92 Murata 0 ®
'92 Philips &
'92 Vishay ]
'93 Schaffner @

Avnet Time France

'72 Grayhill &
'80 AVX 2

‘81 Thermalloy
'82 Kemet

'82 Optek

'85 Kinseki
'86 Optrex

'87 IEE

Avnet Composants
'80 Quality Technology
'91 Toshiba

Avnet Nortec
'69 Schaffner
'82 Optrex

@ Capacitors

@ Potentiometers

@ Resistors, Networks
@® Switches

@® Relays

@ Optoelectronics and others

gt




Video Communications Group

Avnet's Video
Communica-
tions Group, which
accounted for 6%
of the Compa-
ny's consoli-
dated sales in fiscal 1993, now
consists of the Channel Master
companies located in the U.S. and
the United Kingdom. They are lead-
ing manufacturers of TV roof an-
tennas and satellite receiving an-
tennas. Avnet Industries, the
Group’s Malaysian manufacturer of
satellite receivers and turntables,
and Channel Master-Canada were
closed during fiscal 1993.

1993 Results

Although Group revenues rose by
28% to $134 million in fiscal
1993, net income was essentially
flat at $1.8 million due to a one-
time charge associated with the
closing of Avnet Industries
(Malaysia). The sharp increase in
sales is largely attributable to
strong sales of new Video Cipher™
Renewable Security (VCRS) satellite
signal decoding modules, which
prevent signal piracy. Sales of
these modules are believed to be
about evenly divided between “le-
gal” satellite program subscribers
and former “signal pirates”, who
have converted to VCRS and are
now paying monthly subscriber

fees. The conversion of these for-
mer signal pirates occured after
cable TV programmers switched
satellite-to-home signal transmis-
sion modes from their compro-
mised VCIl decoder mode to unbro-
ken VCRS last year. The Group’s
fiscal 1993 earnings were affected
by a one-time charge related to the
closing of Avnet Industries. It also
decided to discontinue Channel
Master’s unprofitable TVRO (Televi-
sion Receive Only) large size back-
yard antenna dish line during the
fourth quarter. Earnings were fur-
ther affected by development costs
for promising new antenna sys-
tems which should yield increasing
profits in the coming years.

Outlook

Hughes Communications will
spend nearly $100 million in the
U.S. to advertise the debut of its
Direct Broadcast Satellite (DBS)
transmission in 1994. Hughes Di-
recTV, the twin satellite, $1 billion

project, will begin broadcasting
75 channels in April 1994 and
150 channels by September
1994. This innovative new service
will play a key role in Channel
Master’s future growth.

Thomson Consumer Electron-
ics has been chosen by Hughes
Communications to supply the ini-
tial one million indoor and outdoor
receiving systems for its DirecTV
DBS service. Channel Master has
been awarded the contract from
Thomson to be the lead supplier
of the satellite antennas and
mounts. Production shipments will
begin in January 1994 and are
projected to reach a total of
200,000 systems during fiscal
1994. Shipments for the calendar
year are expected to exceed
600,000 systems.

Primestar, the DBS system
owned by cable operators, will in-
crease its service to 90 channels
in the fall of 1994 and will begin
using twin, high-powered satel-
lites in the fall of 1996. The two
major systems are expected to at-
tract up to two million subscribers
per year for the next 10 years, or
over 10 million by the year 2000.
The total potential U.S. market for
these two systems is estimated at
50 million households.

Channel Master is well posi-
tioned to supply satellite antennas
and accessories to this market
through its exisiting purchase
agreements with both major play-
ers. Additionally, Channel Master
has ongoing development projects
with both companies that should re-
sult in proprietary, specialized prod-
ucts for the future. Since local TV
stations will continue to use terres-
trial—not satellite—TV signals, as
DBS subscriptions grow so will the
need for roof antennas and acces-
sories to connect these traditional
TV sources to the DBS system. This
will further boost Channel Master's
sales of outdoor antennas and ac-
cessories.

Channel Master has also taken
the lead in developing another
promising technology. During fiscal
1993 it entered into a joint develop-
ment project with Hughes Radar
Systems to develop a line of flat an-
tennas that would be applicable to a
variety of DBS projects worldwide.
Flat antennas will employ a new
technology for satellite reception
that is derived from military hard-
ware developed by Hughes (with
patent pending). Thomson has
agreed to purchase a minimum of

100,000 flat antenna systems, pro-
vided Channel Master and Hughes
can meet its performance and pric-
ing structure.

In July 1992, Channel Master
entered into a Teaming Agreement
with Hughes Aircraft to develop an-
tennas and manufacturing processes
for the Dual Use (commercial and
military) of Continuous Transverse
Stub (CTS) antennas and collision

avoidance sensors. The technology
will be used for such applications as
collision avoidance sensors for auto-
mobiles, proximity sensors for trac-
tor-trailers and airplane collision
avoidance sensors for airport ground
control. Hughes is submitting a pro-
posal to the U.S. Government to seek
matching funding for developing the
technology and the manufacturing
processes. If the proposal is accept-
ed, Hughes and Channel Master will
enter into a subcontracting agree-
ment. As the only antenna manufac-
turer in this development program,
Channel Master will have an impor-
tant competitive advantage when
these proximity and collision avoid-
ance sensor sytems have been de-
veloped.

On another front, Channel
Master's VSAT (Very Small Aperture
Terminal) and BTV (Business Televi-
sion) businesses continue to grow
as more companies realize that fi-
nancial data, instructional video and
a wide variety of specialized busi-
ness information can be instantly
available for a relatively small in-
vestment.

Channel Master is currently ne-
gotiating with several mainland Chi-
nese companies to establish joint
ventures to manufacture satellite
antennas and electronics to supply
the vast Chinese television market.
Because China has not yet been
wired for cable TV, the growth po-
tential for DBS could be enormous.

Looking ahead, Channel Master
anticipates a new era of steady
growth and profitability. It has
closed two companies and discon-
tinued an unprofitable product line
to concentrate on those activities
that hold greater future potential.
Channel Master’s VSAT and BTV
products continue to gain share in
these growing markets. It is a lead-
ing supplier in the high-growth DBS
markets. It is also well along in the
development of emerging technolo-
gies such as flat antennas and colli-
sion avoidance sensors. And its
sales for the first two months of fis-
cal 1994 are more than double last
year’s. In short, Channel Master’s

near and long-term prospects look
quite promising.




Electrical and Industrial Group

= Avnet’s Electrical
& Industrial
Group (E&l), which

o accounted for 8%
\@ of consolidated
sales in fiscal

1993, operates mainly as a distribu-
tor of electrical and electronic in-
dustrial materials. Although the
Group’s combined sales improved
during fiscal 1993, its net earnings
for the year declined. The Group
consists of three members, Brownell
Electro, Mechanics Choice and
Freeman Products. A fourth Group
member, |.W. Rice, was sold during
the first quarter of fiscal 1994.

Brownell Electro

Brownell Electro, the Group's largest
member, is a leading distributor of
electric motors, motor repair parts,
instruments and controls, magnet
wire, electrical insulation, fluid and
hydraulic power components and
seals. Its customers include mainte-
nance and repair organizations
(MROs), original equipment manu-
facturers (OEMs) and small regional
distributors and resellers.

The continued lack of eco-
nomic growth, particularly in the
military subcontract and housing
markets contributed to a disap-
pointing year for Brownell. Ac-
cordingly, it is restructuring and
reorganizing in order to improve
efficiency and enhance its cus-
tomer and supplier focus.

As a result of its restructuring
efforts, all operations related to
value-added services, warehous-
ing and purchasing have been
united under one group. The
group will be charted and mea-
sured to ensure that it provides
these services at a level that is

consistent with industry practices.

Brownell has also consolidated
four sales forces into two market-
driven sales teams and estab-
lished an infrastructure to speed
the implementation of a Total
Quality Management culture.
Additionally, it has reduced
management headcount and cre-
ated an organizational structure
that will form the framework for
future growth.

Avnet's recent acquisition of
Hall-Mark offers Brownell a num-
ber of opportunities, including
combining capabilities with Allied
to make Brownell's products
available to Avnet and Hall-Mark
customers and to make Allied’s
products available to the Brownell
customer base. During the first
quarter of fiscal 1994, Brownell
plans to make its product lines
available to EMG's in-plant stores

and to EMG customers who may
have a need for its motor and in-
strument and controls products.
Fiscal 1994 will be a year in
which Brownell determines how
to penetrate the MRO market-
place with the collaboration of
Mechanics Choice, Allied Elec-
tronics and the resources of
Avnet. It also plans further pene-
tration of the Western U.S. and
Mexican border regions.

Mechanics Choice
Mechanics Choice supplies a
broad line of industrial mainte-
nance supplies and factory
equipment under the Mechanics
Choice® name to industrial, com-
mercial, governmental, agricul-
tural, mining and utility markets
throughout the U.S. and Canada.
Although it experienced a 4%
sales decline and negative earn-
ings in fiscal 1993, Mechanics
Choice anticipates an improved
sales and earnings performance
now that it has completed revis-
ing its operations. It now has a
lean and focused core manage-
ment team and has implemented
new incentive programs based on
performance. Additionally, its
costs have been significantly low-

ered through staff cuts and ex-
pense reduction programs. Its
performance will be further en-
hanced by its successful conver-
sion to Avnet's mainframe com-
puter system.

For fiscal 1994, Mechanics
Choice is focusing on four areas
of growth. The first involves in-
creasing sales in its traditional
markets by adding sales repre-
sentatives in areas where it cur-
rently has inadequate coverage.

Second, it plans to expand its dis-
tributor program by soliciting small
to medium sized distributors who
will promote Mechanics Choice®
products in their areas. This effort
also involves pursuing minority dis-
tributors who have major contracts
with utilities, local governments
and so forth. It has already formed
Latin American alliances with dis-
tributors who will sell Mechanics
Choice® products in various coun-
tries. The third area of growth lies
in the OEM marketplace. Mechan-
ics Choice plans to form master
distributor partnerships with a
number of fastener manufacturers,
while also handling a large portion
of their OEM business. Its fourth

area of growth involves selling both
Allied Electronics and Brownell cat-
alog products to its traditional MRO
customers. With its aggressive
growth strategy already underway,
Mechanics Choice is better posi-
tioned for growth and profitability in
fiscal 1994.

Freeman Products

Freeman Products manufactures
and sells trophy components,
recognition and incentive awards,
engraving supplies, plastic injection
moldings and zinc diecastings to
over 5,000 dealers in the U.S. and
abroad. Although its fiscal 1993
sales were 9% higher than in the
prior year, its earnings were lower.
This was due in part to costs asso-
ciated with moving its headquarters
and warehousing from its Engle-
wood, New Jersey facility to a newly
built facility in Congers, New York.
This new facility has enabled Free-
man to appreciably expand its cus-
tomer service particularly in the ad-
vertising specialty business.

With new products for both its
trophy and incentive and recognition
markets and the start-up of produc-
tion on its new vacuum plating facil-
ity, Freeman looks forward to a sig-
nificantly improved performance in
fiscal 1994.




Electronic Industry Data

1. Total U.S. Factory Sales of Electronics
Calendar 1960-1992 s siions)

60 65 70 75 80 85 92

Source: EIA (Does not include Other Related Products/Services Category).

While the U.S. Electronics Industry has been the nation’s most dynamic industry in the last
two decades, it experienced two severe slowdowns—in 1984, '85 and '86 and in 1989, 90
and '91—then resumed its traditional growth rate in 1992 and the first half of 1993.

2. Growth of U.S. Electronic Industry Sales by Sectors
Calendar 1973-1992 s siiions)

GNP Electronic  Factory Factory Industrial Top 25 AVT. Electronic
Current Industry Sales Sales Distribution Industrial Marketing
Semi-  Connectors Industry* Distributors* Group
Conductors
% Share % Share
Cal. Distribution Distribution
Year Sales Sales Sales Sales Sales Sales Industry Sales Industry

1892...5961.9 2318 29.79 3.21 9.80 8.11 82.8% 1.69 17.2%
1991 5685.8 2181 25.92 315 8.71 7.10 815 1.40 16.1
1990 54651 23 23585 3.32 8.83 7.20 81.5 143 16.2
1989 52340 2144 2225 3.59 8.08 6.78 83.9 144 18.2
1988 48643 2053 19.79 375 8.00 6.79 84.9 52 18.9
1987  4526.7 1946  16.82 3.63 6.72 5.55 82.6 1.28 19.0
1986  4235.0 1785  14.41 3.03 5.78 4.90 84.8 1.15 19.9
1985 40103 1782 1465 2.90 5.60 450 804 1.05 18.8
o ) g e s R 320 6.60 5.45 82.6 1.32 20.0
1983  3401.6 1420 1257 2.59 5.02 3.93 78.3 1.03 20.5
1982  3166.0 1307 1073 215 407 2.87 70.5 79 19.4
1981 30526 1182 10.31 220 3.84 2.86 74.5 75 195
1980 27320 100.6 9.09 202 3.75 2.70 720 74 19.7
1979 24178 84.5 7.20 1.67 327 215 65.7 61 18.7
1978 21639 701 5.51 1.29 2.63 1:63 58.2 42 15.9

1977 1918.3 5T 4.36 .98 2.25 142D 55.6 .32 14.2
1976 1718.0 48.0 4.31 .83 1.95 1.05 53.8 26 13.3
1975 15492 427 3.00 73 1.66 91 54.8 21 12.7
1974 14342 425 KRE| 79 1.80 1.00 55.6 .23 12.8
1973 1326.4 40.0 2.76 .67 1.50 .86 57.3 19 12.7
Sources:  U.S EIA EIA EIA Electronic Electronic Avnet
Dept. SIA FLECK News News
Commerce
Downcycle

* Does not include Premier (not in same OEM industrial distribution business)

Over the last _20 Yyears, the GNP grew fourfold, the Electronics Industry sixfold, Factory
S.?les_ of :9em/f.'nnductars elevenfold, Factory Sales of Connectors fivefold, Industrial
Dlsmbquan sqfold, the Top 25 Distributors about ninefold and Avnet’s Electronic Marketing
Group, including recently acquired Hall-Mark Electronics, more than twelvefold.
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Electronic Marketing Group Data

3. Electronic Marketing Group Quarterly Sales Calendar Years
($ Millions)

400

Downcycle Excludes (a) one time write-down of $3.9 million on closing of ATI, (b) one time loss of
$3.3 million on sale of Sertech/LSl, (c) $2.9 million loss on disposition of Hybritek and FMI, (d) $2.9 million
restructuring loss.

4. 10 Top Distributors Sales Calendar 1992  siiions)

T T 1
60 90 120 1.50 1.80

0 30
Source: Electronic News 12/92 company estimates.

Avnet’s EMG remains the nation’s largest distributor in Calendar 1992 with sales of about
$1.7 billion and a 17.2% market share.

5. EMG Daily Shipments Run Rate Fiscal Years  vilions)

2 £ - ‘
0 4 6 8

B Hamilton/Avnet B Avnet Computer M Time W Europe

Avnet’s Electronic Marketing Group’s daily shipping run rate has risen steadily over the
last 8 quarters from $5.4 million per day in Q1 F.’92, at the nadir of the recession, to $8.4
million per day in Q4 F.’93.

Avnet Data

6. Sales  wilions)

7. Earnings ($ Millions)

GI‘Ollp Da ta ($ Millions)
11. Electronic Marketing

12. Electronic Marketing
Quarterly Sales —

2000

1000

0 83 84- 6 87 88 83 90 91 92 93 85 86 87 88 89 90 91 92 93
F.’93 sales rose 27% to $2,238.0 million
from $1,759.0 million last year due to the
EMG'’s record sales and a $150 million
contribution from the recently acquired
Scandinavian and German operations
which were not owned by Avnet last year.

F.’93 earnings were $69.1 million, which
includes a $1.15 million Q2 one-time
charge, a gain of $18.6 million—or 37%—
over $50.5 million last year.

8. Sales

1983
M FElectronic Marketing ® Video Communications M Electrical & Industrial

The major sales change between F.’83 and F.’93 was the Electronic Marketing Group’s
increase from 72.9% to 85.7% of Avnet’s consolidated sales. The Video Communication
Group’s share decreased from 9.8% to 6.0%, and the Electrical and Industrial Group’s
percentage decreased from 17.3% to 8.3%.
9. Earnings

26% 4%

1983 1993

M Electronic Marketing ® Video Communications B Electrical & Industrial

The major earnings change between F.’83 and F."93 was the Electronic Marketing Group’s
increase from 68.8% to 97.0% of Avnet’s consolidated earnings. The Video Communications
Group’s earnings percentage decreased from 18.9% to 2.6%, and the Electrical and Indus-
trial Group’s percentage decreased from 12.3% to .4%.

10. Summary of 0uan‘erly Results (unaudited) (Millions except per share data)

Fiscal Gross Income Earnings
Quarter Sales Profit Pre-Tax After-Tax per Share
1st -93 $ 5332 $ 1178 $ 287 $ 169 $ 47
-92 4129 98.4 18.1 11.0 31
2nd -93 () 526.8 115.9 25.5 15.5 43
-92 415.1 96.6 19.3 11.8 83
3rd -93 582.5 1271 30.1 18.2 .50
-92 425.6 98.0 19.8 12.4 .35
4th -93 595.5 126.0 29.9 18.5 51
-92 505.4 115.3 26.3 15.4 43
Year-93 (a) $2,238.0 $ 486.8 $ 1142 $ 69.1 $1.91
-92 1,759.0 408.3 83.4 50.5 1.42

(a) After $1.2 and $.03 per share charge related to the shutdown of the Far East operations.

F. 1990-1993

Fiscal Net % Profit
Year Sales Income Margin
1993 1,917.3 67.0 3.5%
1992 1,473.5 47.3 32
1991 1,428.2 55.3 39
1990 1,408.0 (a) 55.3 @39
1989 15126  (b)33.6 (b)2.2
1988 1,399.1 411 29
1987 1,183.7 15.0 1.3
1986 1,098.2 17.5 16
1985 1,159.4 35.3 3.0
1984 1,252.9 66.9 53
1983 849.6 34.6 4.1

150 12341 23412341234
F1990 F1991 F1992 F1993

Video Communications
Quarterly Sales —
F. 1990-1993

Video Communications

Fiscal Net % Profit

Year Sales Income Margin =

1993 1340  (0) 1.8 (©) 1.3%

1992 104.9 18 1.7 =

1991 1215 6.2 5.1

1990 1349 () (20 (@15 _=m o
1989 1912 (e)13.1 (©)6.9 4

1988 189.1 5.1 2.7

1987 1471 35 2.4 o 1= |
1986 107.7 4 3

1985 136.2 72 53 .

1984 145.7 105 72 2

1983 1136 9.5 8.4

0 123412 412341234
F1990 F1991 F1992 F1993

Electrical and Industrial
Quarterly Sales —
F. 1990-1993

Electrical and Industrial

Fiscal Net % Profit
Year Sales Income Margin T
1993 186.7 3 2%
1992 180.6 1.4 8
1991 1911 A |
1990 208.4 32 1.5
1989 2149 7.3 34
1988 229.0 6.0 2.6
1987 208.5 43 2.1
1986 209.7 6.0 2.8
1985 238.6 6.9 2.9
1984 236.9 9.4 4.0
1983 2015 6.2 3.1

10 1234123412341234
F1990 F1991 F1992 F1993

(a) After net loss of $2.9 million on the restructuring of two companies. Excluding such Iqss, net income
would have been $58.2 million and the profit margin 4.1%. (b) After net loss of $6.2 million on the dISDOn-
sition of units. Excluding such loss, net income would have been $39.8 million and the profit margin 2.6%.
(c) After $1.2 million and $0.03 per share charge related to the shutdown of the Far East operations.

(d) After net loss of $6.9 million on the disposition of Taiwan unit. Excluding such loss, net income yvould
have been $4.9 million and the profit margin 3.6%. (€) Includes net gain of $7.5 million on _d|spoimon of
cable TV system. Excluding such gain, the net income was $5.6 million and the profit margin 2.9%.

Fiscal 1993 — The Electronic Marketing Group’s sales increased 30% and its net income
increased 41% to $67.0 million. The Video Communications Group’s sales increasgd 28%
and its net income was flat after a one-time Q2 charge. The Electrical ar{d'lndustnal
Group'’s sales increased 3% and its net income decreased 77% to $.3 million.
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Management Discussion and Analysis

For an understanding of the significant factors that influenced the Company's
performance during the past three years, the following discussion should be
read in conjunction with the consolidated financial statements, including the
related notes, and other information appearing elsewhere in this report.

Results of Operations
Results of operations during the last eleven years are shown on page 23. An
analysis of the results during the last three years follows.

Consolidated

Consolidated sales were $2.238 billion in 1993 or 27% higher than the
$1.759 billion in 1992. Of the $479 million sales increase, $150 million was
contributed by Avnet Nortec and Avnet E2000, the Scandinavian and Ger-
man operations which were acquired during 1993. Sales were higher during
gach quarter of 1993 than in the corresponding quarter of 1992, even if the
sales of the Scandinavian and German operations were excluded. Average
daily sales have increased in each quarter since the second quarter of 1992.

Consolidated sales in 1992 were slightly higher than the $1.741 billion
in 1991. Although the sales in 1992 benefitted from the acquisitions of
Avnet Access and Avnet France, whose results were not included in 1991,
they were negatively affected by the domestic economic slowdown.

Gross profit margins were 21.8%, 23.2% and 24.3% in 1993, 1992 and
1991, respectively. This downward trend is primarily due to the competitive
environment in the electronic distribution marketplace. Although operating
expenses in absolute dollars were sequentially higher during the last three
years, they trended downward as a percentage of sales. The Company con-
tinued its efforts toward improving operating efficiencies, and was able to
reduce operating expenses as a percentage of sales to 17.2% in 1993 as
compared with 19.3% in both 1992 and 1991.

Assets ($ milions)
The Company’s cash, investments,
receivables, inventories, property

Liabilities ($ wilions)
What the Company owes to
suppliers, lenders, taxing authorities

and other assets. and others.
1250 1250

1000 1000
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250

84858687 888990919293
W Property, Plant, Equipment & Other
® Other Current Assets
W Quick Assets

84858687888990919293

W Other Liabilities
W Loans Outstanding
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Investment and other income declined to $20.4 million in 1993 com-
pared with $27.2 million and $26.6 million in 1992 and 1991, respectively.
The decrease in 1993 was primarily due to a reduction in investment
income, losses on foreign currency fluctuations and expenses incurred in
connection with the retirement of the 8% Convertible Subordinated Deben-
tures including the premium paid and the write-off of deferred loan costs.
Investment income was lower as a result of lower interest rates and a
decrease in average funds available for investment resulting from the
redemption of debentures and acquisition of European operations, partially
offset by gains on the sales of marketable securities.

Net income in 1993 was $69.1 million compared with $50.5 million and
$61.6 million in 1992 and 1991, respectively. The 1993 earnings included a
$1.15 million second quarter one-time charge related to the shutdown of the
Far East operations.

Sales during the first two months of fiscal 1994, which include the sales
of the recently acquired Hall-Mark Electronics Corporation, were higher than
in the first two months of the immediately preceding quarter and in the com-
parable period last year, after adjusting the prior periods to include the sales
of Hall-Mark on a proforma basis.

As the Company continues to increase its investment in foreign opera-
tions, the impact associated with the volatility of foreign currency exchange
rates becomes more apparent. In 1993, the translation into U.S. dollars of
the statements of the Company's foreign subsidiaries resulted in a $20.1
million charge which, according to generally accepted accounting principles,
was recorded directly to shareholders’ equity. This compares to a $4.6 mil-
lion credit in 1992 and an insignificant charge in 1991. The charge in 1993
was due primarily to the weakening of the UK., French and Swedish curren-
cies against the U.S. dollar.

Cash Generated ( vilions)
The major sources of cash from
internal operations, generally net
income before depreciation.

Cash Usage (3 milions)
Working capital, property and
dividends are the principal uses
for cash.

150 200

120

84858687 888990919293

® Other, Primarily Working Capital (in 85,
89 and 90 reduced by $23, $43 & $52
million, respectively).

= Property, Plant & Equipment

| Cash Dividends

84858687888990919293

m Depreciation & Amortization
® Net Income
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Electronic Marketing

Group sales in 1993 were $1.917 billion compared with $1.474 billion and
$1.428 billion in 1992 and 1991, respectively. The $443 million increase in
1993 included $150 million from the recently acquired Avnet Nortec and
Avnet E2000 operations. Sales of Hamilton/Avnet Electronics, the largest
operation in the Group, were up 23% and sales of the Group’s European
operations, excluding Avnet Nortec and Avnet E2000, were up over 150% in
1993 as compared with 1992. Sales of Avnet Computer and Time Electron-
ics were slightly higher during the same period. The Electronic Marketing
Group increased its share of consolidated sales to about 86% in 1993 as
compared with 84% and 82% in 1992 and 1991, respectively.

In 1993, domestic semiconductor sales were significantly higher than in
1992, which in turn were higher than in 1991. Sales of computer products
and passives were higher in 1993 as compared with 1992, while connector
sales were flat. In 1993 semiconductor, computer products, connector and
passive sales represented 57%, 19%, 13% and 11%, respectively, of Group
sales as compared with 50%, 22%, 17% and 11%, respectively, in 1992.

Gross profit margins declined by about 1.1% during each of the last two
years due to the competitive environment within the industry. However,
increased operating efficiencies resulted in a decrease in operating expens-
es as a percentage of sales which more than offset the decrease in gross
margins in 1993 as compared with 1992. The Group’s net profit margins
were 3.5%, 3.2% and 3.9% in 1993, 1992 and 1991, respectively.

Net Current Assets ($ Milions)
Current assets less current liabilities
also known as working capital.

Capital (s Milions)
The Company’s long-term borrow-
ings plus shareholders’ equity.

1250 1250
1000 1000
750 750
500 500
250 250

84858687888990919293

® Net Current Assets
| Net Quick Assets

84858687888990919293

| Long-Term Debt
® Shareholders’ Equity

Video Communications

Group sales in 1993 were $134.0 million compared with $104.9 million and
$121.5 million in 1992 and 1991, respectively. Group sales represented
about 6% of consolidated sales in 1993 and 1992 as compared with 7% in
1991. The $29.1 million increase in 1993 sales was the result of a signifi-
cant increase in the sales of modular descrambler equipment by the Group's
Channel Master operation, offset by a decrease in sales by the Group’s Far
East operations as a result of the Company’s decision in the second quarter
of 1993 to shut down those operations. Gross profit margins in 1993 were
lower than in 1992 and 1991 due to the increase in sales of lower margin
descrambler equipment.

Net income of the Group in 1993 was $1.8 million, after a $1.15 million
net after-tax charge related to the shutdown of the Group’s Far East opera-
tions, as compared with net income of $1.8 million and $6.2 million in 1992
and 1991, respectively. The Group’s net profit margins were 1.3%, 1.7%
and 5.1% in 1993, 1992 and 1991, respectively.

Electrical and Industrial

Group sales in 1993 were $186.7 million compared with $180.6 million and
$191.1 million in 1992 and 1991, respectively. Group sales represented
about 8% of consolidated sales in 1993 as compared with 10% and 11% in
the prior two years, respectively. The sales of Brownell Electro, the Group's
largest operation, and Freeman Products were higher in 1993 as compared
with 1992.

Cash Flow Coverage

of Total Debt

How much debt could be repaid each
year from cash generated internally.

Coverage of

Fixed Charges

Number of times pre—tax earnings
cover interest and 1/3 of rental
expense.

15x 125%

84858687888990919293 84858687888990919293

25




r
(i
¥
|
I
!
i
{
|
|

Net income of the Group was $0.3 million in 1993 as compared with
$1.4 million and $0.1 million in 1992 and 1991, respectively. The Group’s
gross profit margin in 1993 was about 1.8% lower than in 1992 which was
about three quarters of 1% lower than in 1991. This was primarily due to
declines in margins at Brownell Electro and Mechanics Choice. The Group’s
net profit margins were 0.2%, 0.8% and 0.1% in 1993, 1992 and 1991,
respectively.

Liquidity and Capital Resources

Over the last three years, the Company has generated $84 million in cash
before taking into account cash used for acquisitions, redemption and repur-
chase of debentures, and the repayment of other debt. In 1993, the Compa-
ny generated $21 million of cash before taking into account $70 million

used to redeem its 8% Convertible Subordinated Debentures and repay other
debt, and $36 million used for acquisitions, primarily Avnet Nortec and Avnet
£2000. In 1992, the Company generated $29 million of cash before consid-
ering the $41 million used for the acquisition of Avnet Composants and $25
million used for the repurchase of some of its debentures and repayment of
other debt. The Company generated $34 million of cash in 1991 before tak-
ing into account the $37 million used for the acquisition of Avnet Access, the
repurchase of some of its debentures and common stock, and the repay-
ment of other debt.

During the last three years, cash generated from income before depreci-
ation and other non-cash items amounted to $269 million and exceeded the
$185 million needed for normal business operations. As described above,
$209 million was used during the last three years for acquisitions, repur-
chases of debentures and common shares, and repayment of other debt.
This resulted in a reduction to the Company’s cash and investment portfolio
of $125 million over the three-year period.

The Company’s quick assets at June 30, 1993 totaled $579 million
compared with $617 million at June 30, 1992. At June 30, 1993 quick
assets exceeded the Company’s current liabilities by $306 million compared
with a $387 million excess at the end of 1992. Working capital at June 30,
1993 was $803 million compared with $849 million in 1992. At June 30,
1993 to support each dollar of current liabilities, the Company had $2.12 of
quick assets and $1.83 of other current assets, for a total $3.95 compared
with $4.69 at the end of the prior fiscal year. The decrease in the quick and
working capital ratios as compared with last year was due primarily to the
use of funds for the redemption of the Company’s 8% Convertible Subordi-
nated Debentures and the acquisitions of Avnet Nortec and Avnet E2000.

On July 1, 1993, the Company completed its acquisition of Hall-Mark
Electronics Corporation. In order to fund the transaction, the Company used
$179 million of its available cash and borrowed $141 million from Nations-
BanK under a newly established credit arrangement. The credit arrangement
consists of a revolving bridge loan followed by a revolving credit facility. The
revolving bridge loan currently provides up to $225 million for up to a six-
mpnth period ending December 31, 1993, The Company anticipates that it
will complete a public debt offering later in the calendar year at which time
the. ’_eVOWiﬂg bridge loan facility will be converted to the revolving credit
f::zglittvl-i;hefrevolving credit. fgcility will be a three-year facility providing a
A € 0f up to $150 million. The Company may select from various
interest rate options and maturities under both facilities.
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During 1993, the Company redeemed all of the $68 million outstanding
8% Convertible Subordinated Debentures. As a result, at June 30, 1993 the
Company’s long-term debt amounted to $107 million and represented 11%
of capital (shareholders’ equity plus long term debt). In 1993, income was
almost nine times greater than fixed charges. Internally generated cash flow
during 1993 represented by net income before depreciation and other non-
cash items, was equivalent to 90% of total debt at June 30, 1993.

During the last three years, the Company's capital rose $3 million, to a
total of $975 million. Shareholders’ equity increased by $98 million primarily
from earnings reinvested in the business, while long-term debt decreased by
$95 million due to the redemption and repurchase of a portion of the Com-
pany’s debentures, and repayment of other long-term debt.

At June 30, 1993, the Company did not have any material commitments
for capital expenditures. During the fourth quarter of 1992, the Environmen-
tal Protection Agency (EPA) issued a remedial investigation and feasibility
study in connection with the environmental clean-up at a Company-owned
site in Oxford, North Carolina for which the Company has been designated a
potentially responsible party. The EPA’s preliminary estimate of the cost of
the clean-up alternative it has recommended is approximately $6.3 million.
In addition, past costs of the EPA have amounted to approximately $1.5 mil-
lion. In May 1993, the Company settled its lawsuit against the prior owners
of the site and entered into a Consent Decree and Court Order. Pursuant to
that settlement, the former owners have agreed to bear at least 70% of the
clean-up cost of the site. The Company will be responsible for not more than
30% of the clean-up costs. In August 1993 the Company and the former
owners entered into a Consent Decree with the EPA pursuant to which the
clean-up of the site will proceed. The Company believes that it has ade-
quately reserved for its share of the costs of the clean-up.

The Company is not now aware of any commitments, contingencies or
events within its control which may significantly change its ability to generate
sufficient cash from internal or external sources to meets its needs.

Per Share Data

Dividends declared:
Cash dividends declared on the Company’s common stock were 15 cents
during each quarter in 1993 and 1992.

Market price:
Quarterly market prices of the Company’s common shares on the New York
Stock Exchange composite reporting system for the last two years were:

1st 2nd 3rd 4th

1993 Low 26 ¥4 2773 29 34 29
High 29 36 37 3474
1992 Low 23 % 23 24 Vs 23 12
High 27 % 27 o 30 28 18

Management’s Responsibility for Financial Reporting

The consolidated financial statements of Avnet, Inc. and Subsidiaries have
been prepared under the direction of management in conformity with gener-
ally accepted accounting principles and include certain amounts based upon
our best estimates and use of judgment. The financial information contained
elsewhere in this report has also been prepared by management which is
responsible for its accuracy and consistency with the financial statements.
To meet management’s responsibility for financial reporting, we have
established a system of internal controls designed to provide reasonable
assurance as to the integrity and reliability of financial reporting, and to en-
sure that assets are properly accounted for and safeguarded. The concept of
reasonable assurance is based on the recognition that there are inherent lim-
itations in all systems of internal control, and that the cost of maintaining
such systems should not exceed the benefits to be received. The Company
has a professional staff of internal auditors whose responsibility, among oth-
er things, is to review these systems and controls, and monitor compliance
therewith. The Company’s independent accountants are engaged to express
an opinion on the year-end financial statements based on an audit in accor-
dance with generally accepted auditing standards, including a review of the
internal control structure and tests of accounting procedures and records.
The Audit Committee of the Board of Directors is comprised solely of out-
side directors, and is charged with reviewing the status of the annual audit
prior to its completion and determining the nature and extent of the issues,

if any, warranting consideration by the full Board, reviewing disagreements,
if any, that have not been resolved to the satisfaction of both management
and the independent accountants, evaluating the adequacy and effectiveness
of Avnet's internal controls and reporting to the full Board with respect there-
to. The Audit Committee meets periodically with the independent accoun-
tants, with our internal auditors, and with management, to review account-
ing, auditing, internal control structure and financial reporting matters.

oy

Leon Machiz
Chairman and Chief Executive Officer

(ldeze

Roy Vallee
Vice Chairman, President and Chief Operating Officer

L.

Raymond Sadowski
Sr. Vice President, CFO and Assistant Secretary

Report of Independent Public Accountants

The Board of Directors and Shareholders
Avnet, Inc.
Great Neck, New York

We have audited the accompanying consolidated balance shests of Avnet,
Inc. (a New York corporation) and Subsidiaries as of June 30, 1993 and
1992, and the related consolidated statements of income, shareholders’
equity and cash flows for each of the three years in the period ended June
30, 1993. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evi-
dence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and signifi-
cant estimates made by management, as well as evaluating the overall finan-
clal statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of Avnet, Inc. and Subsidiaries
as of June 30, 1993 and 1992, and the results of their operations and their
cash flows for each of the three years in the period ended June 30, 1993 in
conformity with generally accepted accounting principles.

QWOMM«»*CO

New York, New York
August 10, 1993
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Consolidated Statements of Income

Avnet, Inc. & Subsidiaries

(Thousands except per share data) Year Ended June 30, 1993 1992 1991
Revenues:
Sales $ 2,237,954 $ 1,759,008 $1,740,770
Investment income and other, net 20,393 27,226 26,649
2,258,347 1,786,234 1,767,419
Cost and expenses:
Cost of sales 1,751,195 1,350,679 1,318,234
Selling, shipping, general and administrative 383,997 338,725 335,861
Interest 8,972 13,404 13,295
2,144,164 1,702,808 1,667,390
Income before income taxes 114,183 83,426 100,029
Income taxes (Note 7) i 45,123 32,904 38,419
Net income $ 69,060 $ 50522 $ 61,610
Earnings per share $ 1.91 $ 1.42 $ 1.72
Shares used to compute earnings per share (Note 1) 38,253 35,666 38,337
Consolidated Statements of Cash Flows
(Thousands) Year Ended June 30, 1993 1992 1991
Cash flows from:
Operations:
Net income $ 69,060 $ 50,522 $ 61,610
Add non-cash and other reconciling items:
Depreciation and amortization 22,845 24,041 24,757
Deferred taxes 1,719 (1,283) 468
Other, net (Note 12) 2,922 5,023 7,392
96,546 78,303 94,227
Receivables (38,434) (40,511) (719)
Inventories (13,210) (1,691) (9,089
Payables, accruals and other, net 4,970 40,896 (11,369)
Net cash flows provided from operations - 49,872 76,997 73,050
Financing:
Repurchase of debentures (68,117) (25,083) (341)
Payment of other debt (1,432) (168) (2,260
Repurchase of common stock - - (11,084)
Cash dividends (21,342) (21,287) (21,362)
Other, net 1,346 539 503
Net cash flows used for financing (89,545) (45,999 (34,544)
Investing:
Purchases of property, plant and equipment (15,094) (25,064) (20,413)
Acquisition of operations (Note 12) (36,183) (39,672) (21,037)
Disposition (acquisition) of interest-bearing investments, net (Note 12) 255,075 (5,367) (4,480)
Other, net (1,191) 50 (511)
Net cash flows provided from (used for) investing 202,607 (70,053) (46,441)
Cash & cash equivalents—increase (decrease) 162,934 (39,055) (7,935)
—at beginning of year 56,893 95,948 103,883
—at end of year $ 219,827 $ 56,893 $ 95948
Additional cash flow information (Note 12)
Net decrease in cash and total interest-bearing investments $ (84,847) $ (36,688) $  (3,091)

See pages 30 to 32 for notes to consolidated financial statements.
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Consolidated Balance Sheets

(Dollars in Thousands)

Avnet, Inc. & Subsidiaries

June 30, 1993 1992
Assets:
Current assets: —
Cash and cash equivalents $/ Zi,SZD $ 56,893
Other interest-bearing investments, at cost which approximates market T = 247,781
Cash and total interest-bearing investments 219,827/ 304,674
Receivables, less allowances of $14,736 and $12,519, respectively 359,250 312,717
Inventories (Note 2) 491,769 458,211
Other 4,797 3,478
Total current assets 1,075,593 1,079,080
Property, plant and equipment, at cost, net (Note 3) 102,539 101,687
Intangibles and other assets (Note 4) 69,181 61,894
Total assets $1,247,313 $1,242 661
Liabilities: :
Current liabilities:
Borrowings due within one year (Note 5) $ 107 $ 448
Accounts payable 182,227 144,142
Accrued expenses and other (Note 6) 90,196 85,560
Total current liabilities 272,530 230,150
Long-term debt, less due within one year (Note 5) 106,623 175,290
Commitments and contingencies (Notes 9, 11 and 14)
Total liabilities 379,153 405,440
Shareholders’ equity: (Note 10)
Common stock $1.00 par, authorized 60,000,000 shares, issued 36,131,000 shares
and 36,043,000 shares, respectively 36,131 36,043
Additional paid-in capital 138,230 135,630
Retained earnings 719,308 671,608
Cumulative translation adjustments (14,313) 5,756
Common stock held in treasury at cost, 483,000 shares and 514,000 shares, respectively (11,196) (11,816)
Total shareholders’ equity 868,160 837,221
Total liabilities and shareholders’ equity $1,247,313 $ 1,242 661
Consolidated Statements of Shareholders’ Equity R o
Common Stock Additional Retained Translation Shareholders’
(Dollars in Thousands) June 30, Outstanding  Paid-in Capital Earnings Adjustments Equity
1990 $ 33978  $132516 § 602075 $ 1162  § 769731
Net income 61,610 61,610
Dividends, $.60 per share (21,301) (21,301)
Cumulative translation adjustments / (33) (33)
Repurchase of common stock and other, net, _,/
principally stock option and incentive programs (10,499) 1,916 (8,583)
1991 23,479 134,432 642,384 1,129 801,424
Net income 50,522 50,522
Dividends, $.60 per share (21,298) (21,298)
Cumulative translation adjustments 4,627 4,627
Other, net, principally stock option and incentive programs /748 1,198 1,946
1992 24,227 135,630 671,608 5,756 837.221
Net income 69,060 69,060
Dividends, $.60 per share (21,360) (21,360
Cumulative translation adjustments ‘ (20,069) (20,069)
Other, net, principally stock option and incentive programs 708 2,600 3.308
1993 $ 24935 $ 138,230 $ 719,308 $ (14,313) $ 868,160

See pages 30 to 32 for notes to consolidated financial statements.
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Notes to Consolidated
Financial Statements

1. Summary of Significant Accounting Policies
Principles of consolidation—The statements include the accounts of
the Company and all of its subsidiaries. All intercompany accounts and trans-

actions have been eliminated.

Inventories— Stated at cost (first-in, first-out) or market, whichever is lower.

Depreciation—Depreciation is generally provided for by the straight-line
method over the estimated useful lives of the assets.

Income taxes —No provision for U.S. income taxes has been made for
$39.463,000 of cumulative unremitted earnings of foreign subsidiaries be-
cause earnings are expected to be permanently reinvested outside the us.

If such earnings were remitted to the U.S., any net U.S. income taxes would
not have a material impact on the financial condition of the Company.

Statement of cash flows— The Company considers all highly liquid
debt instruments purchased with a maturity of three months or less to be
cash equivalents.

Earnings per share—In computing earnings per share in fiscal 1992,
the 6% Convertible Subordinated Debentures were not considered common
equivalent shares because they would have been anti-dilutive. The 8%
Convertible Subordinated Debentures, which were fully redeemed during
fiscal 1993 (see Note 5), were not considered common equivalent shares

in any of the years presented as they would have been anti-dilutive.

2. Inventories

(Thousands) June 30, 1993 1992
Finished goods $422,823 $380,017
Work-in-process 2,861 3,147
Raw materials 66,085 75,047

$491,769  $458,211

3. Property, Plant and Equipment

(Thousands) June 30, 1993 1992
Land $ 6,525 $ 7,042
Buildings 73,547 72,554
Machinery, fixtures and equipment 174,732 159,082
Leasehold improvements 7,562 7,514

262,366 246,192
159,827 144,505
$102,539 $101,687

Less accumulated depreciation

4. Intangibles

Intangibles (net of amortization) at June 30, 1993, totaling $41 ,480,000,
including $9,163,000 arising from the July 1, 1992 and January 1, 1993
acquisitions of Avnet Nortec and Avnet E2000, respectively (see Note 12),
consist primarily of goodwill. At June 30, 1993, goodwill applicable to
purchases made after October 31, 1970 of $34,104,000, net of amortiza-
tion, is being amortized over 40 years on the straight-line method.
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5. External Financing

(Thousands) June 30, 1993 1992

Convertible Subordinated Debentures:

6%, due 4/15/12, convertible at $43 per share $105,285 $105,285

8%, due 10/1/13, convertible at $52 per share - 67,576
Other 1,445 2,877
106,730 175,738

Less borrowings due within one year 107 448

$106,623  $175,290

Long-term debt

0On October 1, 1992, the Company redeemed all of the $67,576,000
outstanding 8% Convertible Subordinated Debentures at the redemption
price of 100.8% of their principal amount together with accrued interest to
the redemption date. The loss on extinguishment of these debentures was
not material.

During fiscal 1992, the Company repurchased on the open market
$9.715,000 principal amount of the 6% Debentures to meet all sinking fund
requirements through fiscal 1998. Subject to declining premiums through
April 14,1997, the 6% Debentures may be retired at any time.

Annual payments on long-term debt in 1994, 1995, 1996, 1997 and
1998 are $107,000, $47,000, $48,000, $49,000 and $51,000, respectively.

6. Accrued Expenses and Other

(Thousands) June 30, 1993 1992
Payroll and related expenses $ 26,725 $ 23,274
Insurance 14,353 13,690
Interest expense 2,760 6,607
Income taxes 8,154 5,498
Dividend payable 5,347 5,329
Other accrued expenses 32,857 31,162

$ 90,196

$ 85,560

7. Income Taxes
A reconciliation between the federal statutory tax rate and the effective tax

rate is:

Year Ended June 30, 1993 1992 1991
Federal statutory rate 34.0% 34.0% 34.0%
State and local income taxes,

net of federal benefit 5.0 4.2 5.0
Other, net 77 5 1.2 Lﬁ)
Effective tax rate 39.5% 39.4% 38.4%

The provision (future tax benefit) for deferred federal and state income taxes
results from timing differences arising principally from inventory valuation
and depreciation having the following tax effect:

(Thousands) Year Ended June 30, 1993 1992 1991
Federal $ 1,502 $ (736) $ 416
State and local a7 (547) B 52

§ 1719 $ (1283 § 468

The Company will adopt FASB Statement No. 109, Accounting for Income
Taxes, in the first quarter of fiscal 1994 as a cumulative effect of a change
in accounting principle. The Company anticipates that the effect of this
change on its fiscal 1994 net income will be immaterial.

8. Pension and Profit Sharing Plans
During the three years ended June 30, 1993, the following amounts were
charged (credited) to income under the Company’s pension plan, 401(k)

and a discretionary profit sharing plan: 5

ﬁogsands) Year Ended June 30, 1993 1992 1991
Pensi 09 $ (©77) $ (1140
VJOH . $ (1,008) $ (977) $ (1,140)
Profit sharing 695 638 Y
401(k) 447 438 -

The Company’s defined benefit pension plan and 401 (k) plan cover substan-
t|a||y. all domestic employees, except for those at one unit covered by a profit
sharing plan. The benefits under the pension plan are based primarily on
years of service and career average pay. At June 30, 1993, the market value
of the pension plan assets was $111,769,000 and were comprised of U.S
Government securities (48%), corporate debt obligations (17%), commoﬁ .
stocks (24%) and money market funds (11%).

In each of the last three years, the assumed interest rate and the
expected return on plan assets were 8% while assumed salary increases
were approximately 6% in 1993 and 1992, and 7% in 1991. The pertinent
calculations covering the pension credits, obligations and prepaid pension
cost are summarized below:

Credits to income

9. Long-Term Leases

The Company leases a portion of its operating facilities and is also committed

under lease agreements for transportation and operating equipment. Rent
expense charged to operations for the three years ended June 30, 1993 is
as follows:

(Thousands)  Year Ended June 30, 1993 1992 1991
Buildings $ 14,779 $ 12,681 7$ 13.5é5
Equipment 2811 2,399 3,810

$ 17,590 $ 15,080 $ 17,375

At June 30, 1993, aggregate future minimum lease commitments, principally
for buildings, in 1994, 1995, 1996, 1997, 1998 and thereafter (through
2003) are $11,551,000, $9,140,000, $5,932,000, $4,183,000,
$3,105,000 and $6,678,000, respectively.

10. Stock Option and Incentive Programs
The Company has three stock option plans with shares still available for
grant:

1990 1984 and 1988
Qualified Plan Non-Qualified Plans

Minimum exercise price as

(Thousands)  Year Ended June 30, 1993 1992 1991 apercentage of fair market

Earned: value at date of grant 100% 50%
0
Rgtum on Plan assets—actual $ 12,032 $ 11,254 $ 7,362 Life of options 10 Years Vears
Higher than expected return—deferred (4,264) (3,939 (376) : - 71 ’ Yeaj
Expected return 7.768 7315 P Exercisable In whole or installments ~ 25% annually after one year

Amort!zat?on of 7/1/85 excess assets 2,830 2,830 2,829  Plan termination date 11/28/00 1984 plan—12/31/
Amortization of prior service costs (101) (101) (100) 1988 Sian 12/31/22

10,497 10,044 9,715 Shares available for -

Less benefits:
Present value of benefits

earned during year 4,239 4,179 4,054

Interest on projected benefit obligation 5,250 4,888 4,521
9,489 9,067 8,575

Net credit to income $ 1,008 &9 $ 1,140

Funded status of the Plan

@Jsands) June 30, 1993 1992 1991
Projected benefit obligation:
Vested benefits $ 65,803 $ 61,130 $ 56,156
Non-vested benefits 2,402 2,229 1,920
Accumulated benefit obligation 68,205 63,359 58,076
Future salary assumption 5,253 5,395 5777
Projected benefit obligation 73,458 68,754 63,853
Unamortized 7/1/85 excess assets 21,788 24,618 27,448
Cumulative higher than expected:
Return on Plan assets 10,447 7,344 2,244
Projected benefit obligation (895) (3,783) (5,012)
Unamortized prior service costs (915) (1,016) (1,117)
103,883 95,917 87,416
Less market value of Plan assets 111,769 102,795 93,318
Prepaid pension cost $ 7,886 $ 6,878 $ 5,902

Not included in the above tabulations are pension plans of certain non-U.S.
subsidiaries which are not material.

grant at June 30,1993 913,000 830,512

Under the non-qualified plans, the excess of the fair market value at the date
pf grant .over the exercise price is considered deferred compensation which
is amortized and charged against income as it is earned.

Pertinent information covering options is:

Option and Market Prices

are Per Share 1993 1992 1991
Outstanding at June 30: a
Shares—Total : 577,563 627,013 613,413
Exercisable 343,563 354,888 287,176

Option prices
Market prices at
date granted

$11.75-34.50  $11.75-42.13  $11.75-42.13

$19.75-38.19  $19.75-42.13  $19.75-42.13

Granted:
Shgres ; 69,000 93,000 167,000
Option prices $28.00-34.50 $18.50-26.50 $1 825—2&3.50
Exercised: e
Shares 87,950 37,700 40,962

Option prices

$14.00-31.25 $11.75-2425 $11.75-19.75

Cancelled and expired:

ShaA(es : 30,500 41,700 39,037
Option prices $19.75-42.13  $14.00-42.13  $14.00-42.13
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Under the incentive stock program, a total of 284,663 shares are still avail-
able for award based on operating achievements. Delivery of incentive shares
is spread equally over a four-year period and is subject to the employee's
continuance in Avnet's employ. As of June 30, 1993, 55,765 shares previ-
ously awarded have not yet been delivered. The program will terminate on
October 31, 1995.

At June 30, 1993, common shares reserved for stock option and stock
incentive programs and conversion of debentures were 5,109,991 shares.

11. Contingent Liabilities

From time to time, the Company may become liable with respect to pending
and threatened litigation, taxes, and environmental and other matters. During
the fourth quarter of 1992, the Environmental Protection Agency (EPA) issued
a remedial investigation and feasibility study in connection with the environ-
mental clean-up at a Company-owned site in Oxford, NC for which the Compa-
ny has been designated a potentially responsible party. The EPA's preliminary
estimate of the cost of the clean-up alternative it has recommended is approxi-
mately $6.3 million. In addition, past costs of the EPA have amounted to ap-
proximately $1.5 million. In May 1993, the Company settled its lawsuit against
the prior owners of the site and entered into a Consent Decree and Court
Order. Pursuant to that settlement, the former owners have agreed to bear at
least 70% of the clean-up cost of the site. The Company will be responsible for
not more than 30% of the clean-up costs. In August 1993 the Company and
the former owners entered into a Consent Decree with the EPA pursuant to
which the clean-up of the site will proceed. The Company believes that it has
adequately reserved for its share of the costs of the clean-up and it is not
anticipated that any other contingent matters will have a material adverse
impact on the Company’s financial condition, liquidity or results of operations.

12. Additional Cash Flow Information
Other non-cash and reconciling items primarily include the provision for doubt-
ful accounts and gains and fosses on dispositions of marketable securities.
In 1993 the Company acquired Avnet Nortec, a Scandinavian electronics
distributor, and Avnet E2000, a German electronics distributor, for a total
investment of approximately $36,491,000 paid in cash. In April 1992, the
Company acquired Avnet Composants, a French electronics distributor, for a
total investment of approximately $41,240,000 paid in cash. In June 1991,
the Company acquired Avnet Access, a United Kingdom electronics
distributor, for approximately $22,500,000 paid in cash. The net cash dis-
bursed in each of the three years in connection with these transactions, as
well as the net cash collected from dispositions prior to 1991, are reflected
as cash flows arising from disposition or acquisition of operations.

Interest and income taxes paid were as follows:
(Thousands) Year Ended June 30, 1993 1992 1991

Interest $ 12,819
Income taxes $ 40,513

$ 13,810
$ 33,636

$ 13,156
$ 41,057

Transactions in interest-bearing investments, other than those considered
cash equivalents, consist of the following:

(Thousands) Year Ended June 30, 1993 1992 1991
Purchases $ 114806 § 77792  $120,950
Less proceeds, generally at maturity 369,881 72,425 116,470

Net cash (generated) used

$(255,075) $ 5,367 § 4480
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13. Industry Segment Data
Operating profit of the three business segments excludes general corporate
expenses, interest expense, income taxes and certain other transactions.

Property, Plant

and Equipment
(Millions) Operating Identifiable ke

Segments (a) Sales Profit Assets Depreciation  Additions

Electronic Marketing

1993 $1,9173 ¢ 1135 $ 8663 $§ 127 § 111
1992 1,473.5 81.7 765.6 137 10.8
1991 1,428.2 90.3 661.1 15.2 9.4
Electrical & Industrial

1993 186.7 2.7 99.2 2.1 3.4
1992 180.6 44 103.0 1.8 8.8
1991 191.1 2.8 97.9 1.9 35
Video Communications

1993 134.0 4.7 68.0 41 2.5
1992 104.9 4.6 63.1 3.7 3.8
1991 121.5 9.0 64.0 3.0 6.5
Corporate Office

1993 - 6.7) 213.8 5 2
1992 - (7.0) 311.0 5 5
1991 - (2.1 358.5 4 2
Consolidated

1993 $22380 $ 1142 $1,2473 $ 194 § 172
1992 1,759.0 83.4 1,242.7 19.7 23.9
1991 1,740.8 100.0 1,181.5 20.5 19.6
Foreign operations, included above in the applicable operating group figures

1993 $ 4034 $ 160 $ 2248 $ 27 § 9
1992 174.5 4.4 153.9 2.0 4.7

1991 123.9 2.3 97.4 1:2 3.8

(a) The segments are described on pages 4 to 21. The identifiable assets in the
Corporate Office are primarily cash and cash equivalents.

14. Subsequent Event

On July 1, 1993, the Company completed the acquisition of all of the stock
of Hall-Mark Electronics Corporation, the nation’s third largest distributor of
electronic components, pursuant to an Agreement and Plan of Merger dated
April 20, 1993. Each share of Hall-Mark common stock was exchanged for
$20 in cash and 0.45 shares of Avnet common stock, which had a market
value of $34.1875 on July 1, 1993. The total cost of the acquisition was
approximately $491.6 million, consisting of $215.9 million in cash and
$166.1 million in Avnet stock for the Hall-Mark common stock, and $109.6
million for the refinancing of Hall-Mark bank debt. The $325.5 million of
funding required to complete the transaction was financed through cash on
hand, proceeds from the exercise of Hall-Mark options and warrants, and
borrowings under a credit facility with NationsBank of North Carolina, N.A.
The transaction will be accounted for as a purchase. For its latest fiscal year
ended December 31, 1992, Hall-Mark had net sales of $695.0 million, oper-
ating income of $37.9 million and income before extraordinary items of
$21.5 million.
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Robert Zierk

Vice President™
John Cole
Controller

Lisa M. Palumbo
Assistant Secretary

M}ls A. Wagoner
reasurer™™

**Member Executive
Management Committee
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FY94 Transitioned VARSs

Direct VARs terminated

VAR Number FY93 FY94 NOR*

Size of VARs NOR Mstr. Rslrs. Direct | Total 94
>350k 4 ** n/a n/a n/a n/a
350k-100k 4G $ 7838k $ 47iK $ 2800k | $ 3271
<100k 249 1759 4039 700 4739
All VARs 293 $ 9597k $ 4549k $ 3500k | $8010

* FY94 NOR is thru May, FY93 is for full year.

** These 4 VARs contracts were terminated for special reasons that had
nothing to do with the Transition Program.




Tiered VAR Business
FY93 vs FY94

Account FY93 NOR | FY94 NOR* | Growth
Arrow/MTI | $§ 1.5m $ 11m 633%
Avnet/Hmk 21.8 36 65%
Pioneer 35.0 39 11%
Total Tec 3.0 6 100%
Wyle 14.0 28 100%
Total U.S. $ 75.3m $ 120M 59%

* FY94 NOR based on 9 mo. actual + 30% of year in Q4




Printed by SHANE PATTERSON @MKO
INTEROFFICE MEMORANDUM
Doc. No: 004598

Date: 06-Jun-1994 02:44pm EDT
From: STEVE WOODWARD

WOODWARD.STEVE AT Al AT USCTR1 AT MRO

Dept: US DISTRIBUTOR SALES
Tel No: DTN 297-9321

TO: Shane Patterson @MKO

CC: Sharon Frederick @MRO ( FREDERICK.SHARON AT Al AT USCTR1 AT MRO )
CC: KENT STVRAIN ( STVRAIN.KENT AT Al AT USCTR1 AT MRO )

Subject: Avnet BOD Meeting

Shane,

Per our discussion, here the latest information on the upcoming Avnet BOD
meeting.

Time: 6/16/94 from 12:00 til 2:00pm
Location: Avnet, Inc. corporate headquarters
80 Cutter Mill Road
Great Neck, NY 11021
(516) 466-7000

Participants:

Avnet

Leon Machiz, CEO, Avnet, Inc.
Roy Vallee, Avnet COO [lunch and meeting]

Rich Ward, President, Avnet Computer Marketing Group [lunch and meeting]

David Birk, Sr. V.P. and General Counsel
John Carfora, V.P., Tax Department
Anthony DeLuca, Sr. V.P., CIO
Irwin Lubalin, Sr. V.P.
Raymond Sadowski, Sr. V.P., CFO
Stephanie Wagoner, Treasurer
George Smith, Executive V.P., Avnet Computer Sales
erry McMullen, Executive V.P., Hall-Mark Computer Sales
Andy Bryant, V.P., Volume E/U and Component Sales/Marketing
Jeff Beall, V.P., Systems Marketing
John Spensieri, V.P., Business Development

Digital
Russ Gullotti
Kent St. Vrain, Manager, U.S. Distributor Sales
Steve Woodward, Global Account Manager, Avnet
Preliminary Itinerary:

Arrive at LaGuardia Airport by 11:00am.

Transportation (arranged) to Great Neck; travel time approx. 40 minutes.




«_12:00 Lunch with Roy Vallee, Leon Machiz and Rich Ward
1:00 Digital presentation to Avnet BOD.

2:00 Depart for airport (transportation arranged).

Lunch: Possible Topics

o Digital’s Business Climate

o Allowance and Expense Practices

o Telesales Directions from Digital - Avnet would like to share their
experience with Russ.

Presentation Topics

o Digital’s Financial Situation

o Digital’s Organizational Structure for FY95

o North American Rollout of the Implementation

o Role of Indirect Channels in the Overall Strategy

Sales Objectives

o Assure the Avnet BOD that Digital is a good investment in FY95 and beyond
o Ask for an Avnet organization commitment (financial and philosophical) to
grov the Digital relationship and business.
o The business climate and press has been at an all time negative high with
regard to Digital. Our future, however, looks very optimistic with the:
- PC business being a Fortune 500 company with a tremendous growth;
- Sable product introductions bringing state-of-the-art computing to a
price sensitive customer who has not been a Digital customer in the past;
- Progress and pent up demand for the Windows NT solutions and tools.

Ve need to be able to convey to Avnet that we recognize the positives and
have a workable plan to maximize our collective opportunities.

Regards,
Steve



TO 2

Printed by RUSS GULLOTTI @MKO

INTEROFTFTICE MEMORANDTUM

See Below

Doc. No: 073067

Date: 15-Jun-1994 10:05am EDT
From: NANCY BURNS

BURNS.NANCY AT Al at GRANMA
Dept: MID-ATLANTIC PC SALES
Tel No: (301) 918-5822

Subject: RE: MTEL CONCALL THURSDAY 6/16,/94

**********************************************************************

THIS MEMO IS FROM JIM COLEMAN

*-k*************************’k***************************’k**************

There is a concall scheduled for Thursday, June 16 from 9:00 EDT to

9:45 EDT.

264-9507 or (603) 884-9507

The number to call is:

This concall is in preparation for Russ’s phone call to MTEL
Technologies’ President,

Jai Bagat.

vour attendance is greatly appreciated.

Regards,

Jim

Distribution:

TO 3
TO:
TO:
TO:
TO

RUSS GULLOTTI @MKO
LARRY DUNHAM @MKO
GENE NELSON @MKO
MARIA SCHWAB @COP
JIM COLEMAN @COP

Use the RDL option to see remainder of distribution lists.
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