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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the quarterly period ended January 30, 2009
OR

0 TRANSACTION REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from N/A to N/A
Commission file number 0-1424
ADC Telecommunications, Inc.
(Exact name of registrant as specified in its charter)

Minnesota 41-0743912
(State or other jurisdiction of incorporation or (I.R.S. Employer Identification No.)
organization)

13625 Technology Drive, Eden Prairie, MN 55344-2252
(Address of principal executive offices) (Zip code)
(952) 938-8080
(Registrant s telephone number, including area code)
N/A
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was

required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
YESp NOo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller

reporting company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filerp ~ Accelerated filer o Non-accelerated filer o Smaller reporting company o

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

YESo NOb
Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest
practicable date.
Common stock, $.20 par value: 96,610,966 shares as of March 2, 2009
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

ADC TELECOMMUNICATIONS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS UNAUDITED

ASSETS

Current Assets:

Cash and cash equivalents

Accounts receivable, net of reserves of $18.6 and $17.3
Unbilled revenue

Inventories, net of reserves of $47.9 and $50.7

Prepaid and other current assets

Assets of discontinued operations

Total current assets

Property and equipment, net of accumulated depreciation of $415.8 and
$407.7

Assets held for sale

Restricted cash

Goodwill

Intangibles, net of accumulated amortization of $124.8 and $126.3
Long-term available-for-sale securities

Other assets

Long-term assets of discontinued operations

Total assets

LIABILITIES AND SHAREOWNERS INVESTMENT
Current Liabilities:

Current portion of long-term debt

Accounts payable

Accrued compensation and benefits

Other accrued liabilities

Income taxes payable

Restructuring accrual

Liabilities of discontinued operations

Total current liabilities
Pension obligations and other long-term liabilities
Long-term notes payable

Total liabilities

Shareowners Investment:
(96.6 and 111.3 shares outstanding, respectively)

Table of Contents

January
30,
2009

$ 5158
173.5
16.3
167.2
35.0

10.8

918.6
169.3
14.9

105.8
26.7
80.6

1.0

$1,316.9

$ 18
75.9
46.9
68.7

2.1
10.8
6.7
212.9
84.0
650.5

947.4

369.5

October 31,

$

2008
(In millions)

631.4
2154
25.2
162.7
34.7
8.0

1,077.4

177.1
2.9
15.3
359.3
161.1
40.4
86.3
1.2

1,921.0

2.6
99.1
78.1
71.0

24
16.7

8.1

278.0
78.1
650.7

1,006.8

914.2



Edgar Filing: ADC TELECOMMUNICATIONS INC - Form 10-Q

Total liabilities and shareowners investment $1,316.9 $ 1,921.0

The accompanying notes are an integral part of these condensed consolidated financial statements.
3
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ADC TELECOMMUNICATIONS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS UNAUDITED

Net Sales:
Products
Services

Total net sales
Cost of Sales:
Products

Services

Total cost of sales
Gross Profit

Operating Expenses:
Research and development
Selling and administration
Impairment charges
Restructuring charges

Total operating expenses

Operating Income (Loss)
Other Income (Expense), Net

Loss before income taxes
Provision (benefit) for income taxes

Loss from continuing operations

Discontinued Operations, Net of Tax:

Income (loss) from discontinued operations

Net Loss

Weighted Average Common Shares Outstanding (Basic)

Weighted Average Common Shares Outstanding (Diluted)

Basic Income (Loss) Per Share:
Continuing operations

Discontinued operations

Table of Contents

Three Months Ended
January 30, February 1,
2009 2008
(In millions, except earnings per
share)
$ 223.8 $ 292.9
30.5 36.2
254.3 329.1
149.0 175.3
26.6 334
175.6 208.7
78.7 120.4
19.0 19.5
71.9 81.7
413.5
0.5 1.2
504.9 102.4
(426.2) 18.0
(20.3) (44.9)
(446.5) (26.9)
(4.0) 1.5
(442.5) (28.4)
(0.3) 1.1
$ (442.8) $ (27.3)
99.4 117.6
99.4 117.6
$ (4.45) $ (0.24)
$ $ 0.01
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Net loss per share $ (4.45) $ (0.23)
Diluted Income (Loss) Per Share:

Continuing operations $ (4.45) $ (0.24)
Discontinued operations $ $ 0.01
Net loss per share $ (4.45) $ (0.23)

The accompanying notes are an integral part of these condensed consolidated financial statements.
4
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ADC TELECOMMUNICATIONS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS UNAUDITED

Operating Activities:

Loss from continuing operations

Adjustments to reconcile loss from continuing operations to net cash provided
by (used for) operating activities from continuing operations:
Inventory write-offs

Goodwill impairment

Write-down of cost method investment

Write-down of intangibles

Write-down of available-for-sale investments

Depreciation and amortization

Provision for bad debt

Change in warranty reserves

Non-cash stock compensation

Change in deferred income taxes

Gain on sale of property and equipment

Amortization of deferred financing costs

Other, net

Changes in operating assets and liabilities, net of acquisitions and divestitures:

Accounts receivable and unbilled revenues decrease
Inventories increase

Prepaid and other assets decrease

Accounts payable decrease

Accrued liabilities decrease

Total cash provided by (used for) operating activities from continuing
operations
Total cash used for operating activities from discontinued operations

Total cash provided by (used for) operating activities

Investing Activities:

Acquisitions, net of cash acquired

Property, equipment and patent additions
Proceeds from disposal of property and equipment
Decrease in restricted cash

Purchase of available-for-sale securities

Sale of available-for-sale securities

Total cash used for investing activities
Financing Activities:

Table of Contents

Three Months Ended
January
30, February 1,
2009 2008
(In millions)
$(442.5) $ (28.4)
1.8 2.8
366.2
3.0
473
14.2 50.2
21.0 20.1
1.9 (0.3)
0.2) (1.5)
34 5.4
4.3) 2.5)
(1.1)
1.5 0.5
3.9 (0.9)
473 26.0
(7.6) (14.6)
1.2 5.4
(22.9) (15.1)
(49.1) (41.5)
(15.0) 5.6
4.2) 0.5)
(19.2) 5.1
2.7 (197.1)
7.7) (7.4)
4.5 0.1
0.5
4.7
36.7
(172.4)
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Debt issued 450.0

Payments of financing costs (10.7)
Debt payments (1.0)

Common stock repurchase 94.1)

Common stock issued 0.3

Total cash provided by (used for) financing activities (95.1) 439.6

Effect of Exchange Rate Changes on Cash (1.3) 0.1

Increase (Decrease) in Cash and Cash Equivalents (115.6) 272.4

Cash and Cash Equivalents, beginning of period 631.4 520.2

Cash and Cash Equivalents, end of period $ 5158 $ 792.6

The accompanying notes are an integral part of these condensed consolidated financial statements.
5
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ADC TELECOMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS UNAUDITED
Note 1: Basis of Presentation

These interim unaudited condensed consolidated financial statements have been prepared in accordance with the
rules and regulations of the United States Securities and Exchange Commission ( SEC ). Accordingly, they do not
include all of the information and footnotes required by U.S. generally accepted accounting principles for complete
financial statements. The interim information furnished in this report reflects all normal recurring adjustments, which
are necessary, in the opinion of our management, for a fair presentation of the results for the interim periods. The
operating results for the quarter ended January 30, 2009 are not necessarily indicative of the operating results to be
expected for the full fiscal year. These statements should be read in conjunction with our most recent Annual Report
on Form 10-K for the fiscal year ended October 31, 2008.

During the fourth quarter of fiscal 2008, our Board of Directors approved a plan to divest our German professional
services business (  APS Germany ). In accordance with Statement of Financial Accounting Standards ( SFAS ) No. 144

Accounting for the Impairment or Disposal of Long-Lived Assets ( SFAS 144 ), this business was classified as
discontinued operations for all periods presented.

Fiscal Year

Our first three quarters end on the Friday nearest to the end of January, April and July, respectively.

On July 22, 2008, our Board of Directors approved a change in our fiscal year end from October 315 to
September 30t commencing with our fiscal year 2009. This will result in our fiscal year 2009 being shortened from
12 months to 11 months and ending on September 30th,

We plan to file our annual report on Form 10-K for our fiscal year 2009 as our transition report. Accordingly, we
will continue to file quarterly reports on Form 10-Q on our present quarterly reporting cycle that corresponds to an
October 315 fiscal year end through our third quarter of fiscal year 2009 ending July 31, 2009. We will then use our
Annual Report on Form 10-K for fiscal 2009 to transition to a quarterly reporting cycle that corresponds to a
September 30t fiscal year end. Therefore, for financial reporting purposes our fourth quarter of fiscal 2009 will be
shortened from the quarterly period ending October 315t to an approximate two month period ending September 30th,

Summary of Significant Accounting Policies

A detailed description of our significant accounting policies can be found in our most recent Annual Report on
Form 10-K for the fiscal year ended October 31, 2008. We are updating our summary of significant accounting
policies to include:

Fair Value Measurements

Effective November 1, 2008, we adopted the provisions of SFAS No. 157, Fair Value Measurements ( SFAS
157 ), which provides enhanced guidance for using fair value to measure assets and liabilities. The standard applies
whenever other standards require (or permit) assets or liabilities to be measured at fair value. The standard does not
expand the use of fair value in any new circumstances. The adoption of SFAS 157 had no material impact on our
consolidated financial statements.

In February 2008, the FASB issued FSP 157-2, Effective Date of FASB Statement No. 157 ( FSP 157-2 ). FSP
157-2 delays the effective date of SFAS 157 for nonfinancial assets and nonfinancial liabilities until the beginning of
fiscal year 2010, except for items that are recognized or disclosed at fair value in the financial statements on a
recurring basis (at least annually). We are currently assessing the impact that the application of SFAS 157 to
nonfinancial assets and nonfinancial liabilities may have on our financial position and results of operations.

Effective November 1, 2008, we adopted the provisions of Statement of Financial Accounting Standards No. 159,

The Fair Value Option for Financial Assets and Financial Liabilities  Including an amendment of FASB Statement
No. 115 ( SFAS 159 ), effective at the beginning of fiscal year 2010. Under SFAS 159, a company may choose, at
specified election dates, to measure eligible items at fair value and report unrealized gains and losses on items for
which the fair value option has been elected in earnings at each subsequent reporting date. Upon its adoption of SFAS
159, we have not elected the fair value option for any eligible financial instruments as of January 30, 2009.

6
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Warranty

We provide reserves for the estimated cost of product warranties at the time revenue is recognized. We estimate the
costs of our warranty obligations based on our warranty policy or applicable contractual warranty, our historical
experience of known product failure rates, and our use of materials and service delivery costs incurred in correcting
product failures. In addition, from time to time, specific warranty accruals may be made if unforeseen technical
problems arise.

The following table provides detail on the activity in the warranty reserve accrual balance as of January 30, 2009:

Purchase
Charged to
Accrual Accounting costs Accrual
October January 30,
31,2008 Adjustments and expenses Deductions 2009
(In millions)
Warranty Reserve $8.9 $ (0.6) $ (0.2 $0.6 $ 75

Share-Based Compensation

Share-based compensation recognized under SFAS 123(R) Share-Based Payment: An amendment of FASB
Statement No. 123 and 95, for the three months ended January 30, 2009 and February 1, 2008 was $3.4 million and
$5.4 million, respectively.

Note 2: Acquisitions
LGC

On December 3, 2007, we completed the acquisition of LGC Wireless, Inc. ( LGC ), a provider of in-building
wireless solution products, headquartered in San Jose, California. These products increase the quality and capacity of
wireless networks by permitting voice and data signals to penetrate building structures and by distributing these
signals evenly throughout the building. LGC also offers products that permit voice and data signals to reach remote
locations. The acquisition was made to enable us to participate in this high growth segment of the industry.

We acquired all of the outstanding capital stock and warrants of LGC for $143.3 million in cash (net of cash
acquired). We acquired $58.9 million of intangible assets as part of this purchase. Goodwill of $85.4 million was
recorded in this transaction and assigned to our Network Solutions segment. This goodwill is not deductible for tax
purposes. We also assumed debt of $17.3 million associated with this acquisition, the majority of which was paid off
by the second quarter of fiscal 2008. The results of LGC, subsequent to December 3, 2007, are included in our
consolidated statements of operations.

Option holders of LGC shares were given the opportunity either to receive a cash payment for their options or
exchange their options for options to acquire ADC shares. Certain LGC option holders received $9.1 million in cash
payments for their options. The remaining option holders received ADC options with a fair value of $3.5 million as of
the close of the acquisition. Of this $3.5 million, $3.0 million was added to the purchase price of LGC and the
remaining $0.5 million will be recognized over the remaining vesting period.

The following table summarizes the allocation of the purchase price to the fair values of the assets acquired and
liabilities assumed at the date of acquisition (in millions):

December 3,

2007
Current assets $ 44.9
Intangible assets 58.9
Goodwill 854
Other long-term assets 33
Total assets acquired 192.5
Current liabilities 42.9

Table of Contents
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Long-term liabilities 2.5
Total liabilities assumed 45.4
Net assets acquired 147.1
Less:

Cash acquired 0.8
LGC Options exchanged for ADC Options 3.0
Net cash paid $ 143.3

7
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Century Man

On January 10, 2008, we completed the acquisition of Shenzhen Century Man Communication Equipment Co.,
Ltd. and certain affiliated entities ( Century Man ), a leading provider of communication distribution frame solutions,
headquartered in Shenzhen, China. The acquisition has accelerated our growth in the Chinese connectivity market, as
well as provided us with additional products designed to meet the needs of customers in other developing markets
outside of China.

We acquired Century Man for $52.3 million in cash (net of cash acquired). The former shareholders of Century
Man may be paid up to an additional $15.0 million (the earn out ) if, during the three years following closing, certain
financial results are achieved by the acquired business. As of January 30, 2009, we believe $5.0 million of the
potential additional consideration of $15.0 million is probable of payment in March 2009. This has been recorded as
an increase to the goodwill associated with this acquisition.

Of the purchase price, $7.5 million is held in escrow for up to 36 months following the close of the transaction. Of
the $7.5 million, $7.0 million relates to potential indemnification claims and $0.5 million relates to the disposition of
certain buildings. As of January 30, 2009, $3.5 million of the total escrow amount has been released to the sellers. In
addition, a $0.3 million payment will also be made to the sellers for the changes in foreign exchange rates as per the
escrow agreement. This payment was accounted for as additional contingent consideration to the sellers and increased
goodwill accordingly.

We acquired $13.0 million of intangible assets as part of this purchase. Goodwill of $36.7 million was recorded in
this transaction and assigned to our Global Connectivity Solutions ( Connectivity ) segment. This goodwill is not
deductible for tax purposes. The results of Century Man, subsequent to January 10, 2008, are included in our
consolidated statements of operations.

The following table summarizes the allocation of the purchase price to the fair values of the assets acquired and
liabilities assumed at the date of acquisition (in millions):

January 10,

2008

Current assets $ 33.1
Intangible assets 13.0
Goodwill 36.7
Other long-term assets 0.5
Total assets acquired 83.3
Current liabilities 26.0
Long-term liabilities

Total liabilities assumed 26.0
Net assets acquired 57.3
Less cash acquired 5.0
Net cash paid $ 52.3

Pro-Forma Results of Operations
Unaudited pro forma consolidated results of operations, as though the acquisitions of LGC and Century Man were
completed at the beginning of fiscal 2008, are (in millions, except per share data):

Three
Months

Table of Contents 13
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Ended
February 1,
2008
Net sales $ 353.6
Loss from continuing operations (25.6)
Net loss (25.4)
Loss from continuing operations per share basic and diluted (0.22)
Net loss per share basic and diluted $ (0.22)

The allocation of the purchase prices for LGC and Century Man to the assets and liabilities acquired was finalized
in the first quarter of fiscal 2009 and did not result in any material adjustments. See Note 7 for a discussion of the
goodwill and intangible impairments recorded in the first quarter of fiscal 2009.

8
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Note 3: Discontinued Operations
APS Germany
During the fourth quarter of fiscal 2008, our Board of Directors approved a plan to divest APS Germany. We
classified this business as a discontinued operation in the fourth quarter of fiscal 2008. This business was previously
included in our Professional Services segment. We expect to close on a sale of APS Germany in fiscal 2009. We
expect to receive proceeds in excess of our book value and do not anticipate a significant gain or loss on the sale.
The financial results of our APS Germany business are reported separately as discontinued operations for all
periods presented in accordance with SFAS 144. The financial results of our APS Germany business included in
discontinued operations are:

Three Months Ended
January February
30, 1,
2009 2008
(In millions)
Net sales $ 69 $94
Income (loss) from discontinued operations (0.3) 1.1

Note 4: Net Loss from Continuing Operations Per Share
The following table presents a reconciliation of the numerators and denominators of basic and diluted loss per
share from continuing operations:

Three Months Ended
January February
30, 1,
2009 2008

(In millions, except
per share amounts)

Numerator:

Loss from continuing operations $ (442.5) $ (28.4)
Denominator:

Weighted average common shares outstanding basic and diluted 99.4 117.6
Basic and diluted loss per share from continuing operations $ 4.45 $ (0.24)

Excluded from the dilutive securities described above are employee stock options to acquire 7.2 million and
6.7 million shares for the three months ended January 30, 2009 and February 1, 2008, respectively. These exclusions
are made if the exercise prices of these options are greater than the average market price of our common stock for the
period, if the number of shares we can repurchase with all the forms of exercise proceeds exceed the weighted shares
outstanding in the options, or if we have net losses, all of which have an anti-dilutive effect.

We are required to use the if-converted method for computing diluted earnings per share with respect to the shares
reserved for issuance upon conversion of the notes (described in detail below). Under this method, we add back the
interest expense on the convertible notes to net income and then divide this amount by our total outstanding shares,
including those shares reserved for issuance upon conversion of the notes. The following is our convertible debt:

Convertible Shares Conversion
January February 1,
Convertible Subordinated Notes 30, 2009 2008 Price

(In millions)

Table of Contents 15
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$200 million, 1.0% fixed rate, paid June 15, 2008 7.1 $28.091
$200 million, 6-month LIBOR plus 0.375%, due June 15, 2013 7.1 7.1 28.091
$225 million, 3.5% fixed rate, due July 15, 2015 8.3 8.3 27.00
$225 million, 3.5% fixed rate, due July 15, 2017 7.9 7.9 28.55
Total 23.3 30.4

Prior to June 15, 2008, the 2008 notes and 2013 notes had been evaluated for dilution effects together by adding
back their associated interest expense and dividing this amount by our total shares, including all 14.2 million shares
that could be issued upon conversion of these notes. These notes were evaluated together for dilution effects as the
conversion price was the same on both. Since the 2008 notes have been paid, the 2013 notes are evaluated separately
by adding back the appropriate interest expense and dividing this amount by our total shares, including the 7.1 million
shares that could be issued upon conversion of these notes. Additionally, the 2015 notes and 2017 notes are evaluated
separately by adding back the appropriate interest expense from each and dividing by our total shares, including all
8.3 million and 7.9 million shares, respectively, that could be issued upon conversion of each of these notes. Based
upon these calculations, all shares reserved for issuance upon conversion of our convertible notes were excluded for
the three months ended January 30, 2009 and February 1, 2008, because of their anti-dilutive effect.

9
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Note 5: Inventories
Our inventories are:

January
30, October 31,
2009 2008
(In millions)
Manufactured products $138.2 $ 132.9
Purchased materials 70.4 73.1
Work-in-process 6.5 7.4
Less: Inventory reserve 47.9) (50.7)
Total inventories, net $167.2 $ 162.7
Note 6: Property and Equipment
Our property and equipment are:
January
30, October 31,
2009 2008
(In millions)

Land and buildings $ 131.9 $ 134.7
Machinery and equipment 406.4 404.6
Furniture and fixtures 38.6 38.9
Less: Accumulated depreciation (415.8) 407.7)
Total 161.1 170.5
Construction-in-progress 8.2 6.6
Total property and equipment, net $ 169.3 $ 177.1

Note 7: Goodwill and Intangible Assets

In accordance with the provisions of SFAS 142, we review goodwill annually for impairment, or more frequently if
potential interim indicators exist that could result in impairment. Due to the current global recession and adverse
business conditions that have resulted in a sustained decline in our market capitalization, we performed a goodwill
impairment analysis of our two reporting units that contain goodwill, Connectivity and Network Solutions. In our
analysis, the fair values of each of the reporting units were estimated for the purpose of goodwill impairment testing
by applying the present value of forecasted future cash flows, using estimates, judgments and assumptions that
management believed were appropriate for the circumstances. We also considered market approaches in estimating
fair value. In performing the goodwill impairment analysis, we, among other things, consulted with an independent
advisor.

In accordance with SFAS 144, long-lived assets are reviewed for impairment when events or circumstances
indicate that their carrying amount may not be recoverable. Based on recent business conditions, an impairment
review of long-lived assets was performed in the first quarter of fiscal 2009. The review has resulted in the recognition
of an impairment charge related to the intangible assets of the Network Solutions segment. The fair value of the
impaired assets was estimated for the purpose of impairment testing by applying the present value of forecasted future
cash flows, using estimates, judgments and assumptions that management believed were appropriate for the
circumstances. In preparing the estimated fair value of the impaired assets, we, among other things, consulted an
independent advisor.

Table of Contents 17
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As of our first quarter of fiscal 2009, we recorded an estimated impairment charge of $413.5 million to reduce the
carrying value of goodwill and other long-lived intangibles. The estimated impairment includes $280.8 million of
goodwill related to Connectivity and $85.4 million of goodwill and $47.3 million of intangibles related to Network
Solutions. We presently expect to finalize this analysis in connection with the preparation of our financial statements
for the second quarter of fiscal 2009. Any adjustments to our preliminary estimates as a result of completing this
evaluation will be recorded in our financial statements for the second quarter of fiscal 2009. These adjustments may

be material.
10
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The following are changes in the carrying amount of goodwill for the three months ended January 30, 2009:

Network
Connectivity  Solutions Total
(In millions)

Balance as of October 31, 2008 $ 274.0 $ 85.3 $ 359.3
Purchase accounting adjustments 6.5 0.1 6.6
Cumulative translation adjustment 0.3 0.3
Impairment (280.8) (85.4) (366.2)
Balance as of January 30, 2009 $ $ $

In connection with the acquisition of LGC, we recorded intangible assets of $58.9 million related to customer
relationships and technology. These intangibles were subsequently impaired as previously discussed. In connection
with the acquisition of Century Man, we recorded intangible assets of $13.0 million related to customer relationships,
technology and non-compete agreements, which have not been written off.

Note 8: Credit Facility

On January 30, 2009 we terminated the $200.0 million secured five-year revolving credit facility that we entered
into in April 2008. This facility had no outstanding balances when it was terminated. As a result of the current
economic environment and its impact on our financial results, we believed that the provisions of the agreement would
need to be amended in order to maintain and utilize this facility. Based on our discussions with the lenders, we
determined that the terms of an amendment as well as the ongoing cost of maintaining the facility were not
economical. As a consequence of terminating our revolving credit facility, we recorded a non-operating charge of
$1.0 million to write-off the deferred financing costs associated with the facility.

The assets that secured the facility also served as collateral for our interest rate swap on our $200.0 million
convertible unsecured floating rate notes that mature in 2013. As a result of the facility s termination, we were required
to pledge cash collateral to secure the interest rate swap. On February 2, 2009, we pledged $13.4 million of cash to
secure the interest rate swap termination value, which will be included in our restricted cash balance. This collateral
amount could vary significantly as it fluctuates with the forward LIBOR.

Note 9: Income Taxes

Our income tax benefit for the three months ended January 30, 2009 primarily relates to reversal of deferred tax
liabilities attributable to U.S. tax amortization of purchased goodwill from the acquisition of KRONE. The reversal of
these deferred tax liabilities result from the goodwill impairment charge discussed in Note 7 of the financial
statements.

As of January 30, 2009, our net deferred tax assets were $1,054.9 million with a related valuation allowance of
$1,000.9 million. Deferred tax assets represent future tax benefits to be received when certain expenses and losses
previously recognized in the financial statements become deductible under applicable income tax laws. The realization
of deferred tax assets is dependent on future taxable income against which these deductions can be applied. SFAS
No. 109, Accounting for Income Taxes, requires that a valuation allowance be established when it is more likely than
not that all or a portion of the deferred tax assets will not be realized, and requires periodic adjustments to the
valuation allowance when there are changes in the evidence of realizability.

Most of our deferred tax assets are related to U.S. income tax net operating losses and are not expected to expire
until after fiscal 2021, with the exception of $210.9 million relating to capital loss carryforwards that can be utilized
only against realized capital gains through fiscal 2009.

As of January 30, 2009, the gross amount of unrecognized income tax benefits (excluding interest and penalties)
was $27.3 million. The total amount of unrecognized tax benefits that, if recognized, would impact the effective tax
rate was $10.3 million. As of January 30, 2009, the amount accrued for interest and penalties related to unrecognized
income tax benefits was $2.5 million. We recognize accrued interest and penalties related to unrecognized income tax
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Note 10: Comprehensive Income (Loss)

Comprehensive income (loss) has no impact on our net income (loss) but is reflected in our balance sheet through
adjustments to shareowners investment. Comprehensive income (loss) is derived from foreign currency translation
adjustments, unrealized gain (losses) and related adjustments on available-for-sale securities and hedging activities.

The components of comprehensive income (loss) are:

Three Months Ended
January February
30, 1,
2009 2008
(In millions)

Net loss $ (442.8) $ (27.3)
Change in cumulative translation adjustment 0.5 3.3)
Net change in fair value of interest rate swap 9.6)
Unrealized loss on foreign currency hedge 2.1
Unrealized gain on securities 0.5
Total comprehensive loss $ (453.5) $ (30.6)

There is no net tax impact for the components of comprehensive income due to the valuation allowance.
Note 11: Segment and Geographic Information

ADC is organized into operating segments based on product groupings. The reportable segments are determined in
accordance with how our executive managers develop and execute our global strategies to drive growth and
profitability. These strategies include product positioning, research and development programs, cost management,
capacity and capital investments for each of the reportable segments. Segment performance is evaluated on several
factors, including operating income. Segment operating income excludes restructuring and impairment charges,
interest income or expense, other income or expense and provision for income taxes. Assets are not allocated to the
segments.