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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
| ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended March 31, 2007
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number: 0-18706
Black Box Corporation
(Exact name of registrant as specified in its arart
Delaware 95-3086563
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No
1000 Park Drive, Lawrence, Pennsylvanii 15055
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area c@@4:746-5500
Securities registered pursuant to Section 12(bhect:None
Securities registered pursuant to Section 12(gheRct:
Common Stock, $.001 par value
Indicate by check mark if the registrant is a viglbwn seasoned issuer, as defined in Rule 405c06#turities Actl  YesM No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®ecl5(d) of the ActdD YesM No

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastd@@s.0 YesM No

Indicate by check mark if disclosure of delinquietrs pursuant to Item 405 of Regulation S-K (25 of this chapter) is not contained
herein, and will not be contained, to the besegistrant’s knowledge, in definitive proxy or infeation statements incorporated by reference
in Part Ill of this Form 10-K or any amendmenthéstForm 10-KM

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
accelerated filer and large accelerated filer ileRi2b-2 of the Exchange Act. (Check one):

Large accelerated filé] Accelerated fileEl Non-accelerated fildd
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act)d YesM No

The aggregate market value of the voting stock hgldon-affiliates of the registrant as of Septen8f® 2006 (based on closing price of such
stock as reported by NASDAQ on such date) was 4869795. For purposes of this calculation onlyediors and executive officers of the
registrant and their affiliates are deemed to fikaés of the registrant.

As of August 7, 2007, there were 17,527,227 shafreemmon stock, par value $.001 (the “common stodutstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Proxy Statement for 2007 Annual Meeting of Stockleot (the*Proxy Stateme”) -- Part Il and 11l






BLACK BOX CORPORATION
FOR THE FISCAL YEAR ENDED MARCH 31, 2007

INDEX
_Page
EXPLANATORY NOTE 3
PART |
ltem 1. Business 12
Item 1A. Risk Factors 15
Item 1B. Unresolved Staff Commen 17
Item 2.  Properties 17
ltem 3. Legal Proceeding 18
Item 4. Submission of Matters to a Vote of Security Holc 18
PART II
ltem 5. Market for Registrar s Common Equity, Related Stockholder Matters asddsPurchases of Equity Securi 20
Item 6. Selected Financial Da 22
Item 7. Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior 26
Item 7A. Quantitative and Qualitative Disclosures about MaiRisk 45
Item 8. Financial Statements and Supplementary | a7
Item 9. Changes in and Disagreements with Accountants @oéting and Financial Disclosu 101
Item 9A. Controls and Procedur 101
Item 9B. Other Informatior 104
PART IlI
Item 10. Directors and Executive Officers of the Registt 105
Item 11. Executive Compensatic 105
Item 12. Security Ownership of Certain Beneficial Owners dahagement and Related Stockholder Ma 105
Item 13. Certain Relationships and Related Transact 105
Item 14. Principal Accounting Fees and Servi 105
PART IV
Item 15. Exhibits and Financial Statement Sched! 106
Signatures 109
EX-10.9
EX-10.24
EX-23.1
EX-31.1
EX-31.2
EX-32.1

EX-99.1






Table of Contents

EXPLANATORY NOTE

In this Annual Report on Form 10-K for the fiscalay ended March 31, 2007 (“Form 10-K”), Black Boar@oration (“Black Box"or the
“Company”) is restating its Consolidated Balance Sheets atcivat, 2006, its Consolidated Statements of Incéonethe years endt
March 31, 2006 and 2005, its Consolidated Statesn@h€hanges in Stockholdersguity for the years ended March 31, 2006 and 20@
as of April 1, 2004, its Consolidated Statement€ash Flows for the years ended March 31, 20062808, its quarterly financial data as
and for all quarters ended in the fiscal year erfdadch 31, 2006 and the first two quarters endetthénfiscal year ended March 31, 2007
its Selected Financial Data as of and for the yeaded March 31, 2006, 2005, 2004 and 2003. This1A®-K also restates “Management’
Discussion and Analysis of Financial Condition &w®kults of Operations” presented in the Companyisual Report on Form 1R-for the
fiscal year ended March 31, 2006 as it relatesi¢ofiscal years ended March 31, 2006 and 2005reslated information identified above
collectively referred to as the “Restatement.” Refiees herein to “Fiscal Year” or “Fiscal” mean empanys fiscal year ended March
for the year referenced.

The Restatement reflects adjustments arising frioendeterminations of the Audit Committee (the “Au@ommittee”) of the Company’
Board of Directors (the “Board”), with the assistarof outside legal counsel, and the Company’s gemant to record additional na@ast
charges for stockased compensation expense and the related ineonedfécts relating to certain stock option gradusing the period froi
1992 through September, 2006. Additionally, the @any has recorded an adjustment to its financetiestents for the quarter eni
September 30, 2006 to reflect the proper accoumteéagment for its interest rate swap.

The Company has not amended and does not inteachéad any of its previously-filed reports on For@iKlLor Form 10 for the period
affected by the Restatement other than its prelyefiled Quarterly Report on Form 1Q/A for the three (3) month period ended July )&,

its previously-filed Quarterly Report on Form 10A(br the three (3) and six (6) month periods en8egtember 30, 2006 and its previously-
filed Quarterly Report on Form 1Q-for the three (3) and nine (9) month periods dnBecember 30, 2006. As previously disclosed
except as set forth in the filings specificallyarfnced herein, the consolidated financial statésreamd related financial information contai

in previously-filed reports should no longer baaelupon.

Restatement through March 31, 20(

Background

On November 13, 2006, Black Box received a letteinformal inquiry from the Enforcement Division dfe Securities and Exchar
Commission (the “SEC”) relating to the Compagtock option practices from January 1, 1997 &semt. As a result, the Audit Commit
with the assistance of outside legal counsel, conuee an independent review of the Compartyistorical stock option grant practices
related accounting for stock option grants durimg period from 1992 to the present (the “Reviewdegy.

On February 1, 2007, the Company announced thale Wie review of option grant practices was cauitig, it believed that it would need
record additional non-cash charges for stbaked compensation expense relating to certaik stotion grants and, accordingly, cautio
investors about relying on its historical financshtements until the Company could determine we&ttiainty whether a restatement woule
required and, if so, the extent of any such restate and the periods affected.

On March 19, 2007, although the Audit Committee hatlyet completed its review, the Audit Committamcluded that the exercise prict
certain stock option grants differed from the faiarket value of the underlying shares on the apm@tpmeasurement date. At that time,
Company and the Audit Committee announced thatai wurrently expected that the Company’s additiowad-cash, préax charges f
stockbased compensation expense relating to certaik sigiion grants would approximate $63 million foetReview Period. In additic
the Company and the Audit Committee concluded t@iCompany would need to restate its previoisdyed financial statements contai
in reports previously filed by the Company with tBEC. Accordingly, on March 19, 2007, the Compang the Audit Committee conclud
that the Company’s previousigsued financial statements and other historigarcial information and related disclosures for Review
Period, including applicable reports of its currentformer independent registered public accountimgs and related press releases, st
not be relied upon.

On May 25, 2007, the Company was advised by therEafment Division of the SEC that a Formal OrdePoate Investigation arising ¢
of the Company’s stock option practices had be¢ered and on May 29, 2007 the Company receivedpomna that was issued by the SEC.

On May 31, 2007, the Company announced that, &sutrof the ongoing review of stock option praesicCompany management and
Audit Committee expected that the Company’s add#icon-cash, pre-tax charges for stbelsed compensation expense relating to ci
stock option grants would approximate $70 million the Review Period.
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Findings of the Audit Committee

During the Review Period, the Company granted stgations pursuant to an employee stock option plath a director stock option plar
acquire approximately 10.9 million shares of commnstotk. Such plans at all relevant times providedoption grants to be approved t
designated committee of n@mployee directors or, in the case of the direstock option plan, by the Board. Approximately 208ocl
option grants were awarded during the Review Penwidl 69 recorded grant dates. No stock optionsehasen granted since Septem
2006. The Audit Committee reviewed all stock opsigmanted during the Review Period, including aptjpants to the Comparsydirectors
officers and rank and file employees (includingngsato new employees, grants awarded in conneatitnCompany acquisitions and gra
made as individual or group performance awardsg. Ahdit Committee’s review of the Compasystock option granting practices include
comprehensive examination of reasonably availaddkvant physical and electronic documents as veelh&rviews with current and forn
directors, officers and Company personnel.

The Audit Committee’s review was initially focused determining whether the Compasiyprior stock option granting practices wer
compliance with the plangjranting provisions and applicable law or calletbiquestion its accounting for such options. Oriceecam
evident that such issues and accounting implicatiexisted, the inquiry focused on those matteress=ry: to determine whether .
accounting charges were material and whether atessént of the Company’s previoussued financial statements would be require
establish a basis for effecting any required restent; to assure that, on as timely a basis ashpmsthe Company could file any requi
curative disclosures with the SEC and assure isirmeed eligibility for listing on The NASDAQ StodWarket (“NASDAQ"); and to provid
an informed basis for the Company’s response tadéwtified issues, including appropriate corregtand remedial actions.

The following information summarizes certain of firings of the Audit Committee. The findings idified approximately $71.5 million
unrecorded expense at the time of grante(, the difference between the fair market value ki tommon stock on the appropr
measurement date and the stated exercise pricedf derfeitures, during the Review Period, of whi&70.0 million was recorded in 1
Company$ consolidated financial statements through Madch2®06 and $1.5 million of unrecorded expensenhattime of grant will b
included, beginning at April 1, 2006, in the Comypancomputation of compensation expense in accordaiitbe Statement of Financ
Accounting Standards (“SFAS”) No. 123 (revised 2008hare-Based Payment” (“SFAS 123(R)The following summarizes the unrecor
expense at the time of grant by time period andgmay of recipient:

. $4.2 million for the period from Fiscal 1993 throuBiscal 1997 ($0.2 million for directors, $2.5 rah for officers and $1.5 millic
for rank and file employee:

. $45.6 million for the period from Fiscal 1998 thrdugiugust 2002 ($1.1 million for directors, $25.7lrmn for officers an
$18.7 million for rank and file employee

. $21.8 million for the period from August 2002 to theesent ($0.04 million for directors, $0.6 millidor officers and $21.1 millic
for rank and file employee:

The Audit Committee’s additional key findings atersnarized below:

Lack of Adequate Documentation: For a majority of grants issued by the Company niuithe Review Period, there is either n
inadequate documentation of approval actions thasfes the requisites for establishing a measargndate under Accounting Princig
Board Opinion No. 25, “Accounting for Stock Issutd Employees” (“APB 257").0f the 69 recorded grant dates, there are documt
approval actions by the Board or the Option or Cengation Committee of the Board (the “Compensa@ammittee”)with respect t
particular grants for 12 dates. In the period Ddoem1992 to May, 1996, neither the minutes of @mmpensation Committee nor of
Board reflect any action to approve specific gramts some instances, evidence of single directbe ¢hairman of the Compensal
Committee) approval actions exists. This absenceoofemployee director level documentation also appliea majority of grants with
recorded grant date after 1996. In some cases, 8wafion Committee minutes contain a referencegorts on the status of the option
but do not document any action to approve spegitimts. Approval documentation for certain grarats imternal inconsistencies or confl
with other documents thereby rendering this docuatem unreliable as a basis for establishing asmesnent date. In some cases, the
existing documentation is the executed option agess and/or the entry of the option grant into ¢iption database. Notwithstanding tt
approval documentation inadequacies, the Compateyazhinto option agreements with grantees andhbasred such grants.

Grant Approvals : During the Review Period, relatively few option gigwere approved in complete compliance with then@anys stocl
option plans. Available documentation reflects tthet Company approved option grants in a varietyays. With respect to the emplo
stock option plan, grants were approved by the Gomsation Committee as contemplated by the plam@buws times, by the full Board
1998 and 1999, by a single director (the chairmiithe Compensation Committee) on nine recordedtgiates during the period 1€
through 2001 and by the Company’s Chief ExecutifiicEr (“CEQ”) at various times. With respect to the director Istoption plan, gran
were generally approved by the designated Boardritiee and, in a few cases, by the chairman ofGbmpensation Committee. In ¢
instance in 2000, there is no conclusive documgnéaidence of the approval of director grants ottiean the signed director opti
agreements.
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The delegation of authority by the Compensation @ittee to the CEO with respect to grants to ran#t file employees was not fu
documented. However, there was an understood areped practice between the CEO and the Compendatmmittee whereby the Ci
made certain awards to individual employees. Inesamstances, this involved the allocation amond rand file employees of blocks
shares approved by the Compensation Committe@rée t(3) such instances, the number of sharesaitignawarded pursuant to this proc
exceeded the approved size of the block, whichamagrary to the understanding of the Compensatiomi@ittee members. Further, cont
to the understanding of the Compensation Commitiembers, the award and/or documentation of thadigitlual grants often significant
lagged the approval of the block grant. In Augu3®® the Compensation Committee specifically ackedged a prior grant of delega
authority to the CEO to make option grants to rand file employees and ratified all prior awardstiy CEO. In some cases, document:
of approval action is either inconclusive or migsiand the Company therefore has been unable ¢ondiee what entity or person actui
approved specific grants.

Option Pricing : The recorded grant dates for a majority of gramts ot match the applicable measurement dates asnaed under AP
25. The grants of options with exercise prices lotlian the fair market values of the stock on ttte@a measurement dates did not satisf
fair market pricing requirement in the Company’arnd, as amended in 1998, and were not consistédntlve Company disclosures in SE
filings stating that the exercise price of optioves equal to the fair market value of the stockhendate of the grant.

The relationship between the stated exercise pfiaptions and the fair market value of the Comparsfock on the date of the identifia
approval actions varied from grant to grant. In earases, the exercise price of grants reflecteéathenarket value of the underlying she
on the date of any documented approval actiontharccases, the exercise prices reflected therfaiket value of the underlying shares 1
date either prior or subsequent to any such doctedeapproval action and the exercise price wasHakan the fair market value on the ¢
of any such action. In several such cases beforgugt2002, the use of such grant dates and lowercise prices (together with ot
available evidence) supports a finding that theoméed grant dates and corresponding exercise pviegs selected with the benefit
hindsight. For certain grants where the mismatdivéen the recorded grant date and the approvalrastas only a matter of days, howe
the mismatch appears to have been attributableatzurate recording or administrative delays. mesgases, the apparent approval actio
not identify all grantees; for example, there asses where a block grant was approved subjectldateadetermination of individual gre
recipients and grants were recorded with a grat, @and corresponding exercise price, that matthedlate of the apparent approval of
block grant and the fair market value of the comrstmrtk on that date although individual grant regis may have been identified some 1
after approval of the block grant. Finally, in soweses, the approval action for specific grantsosadequately documented. Where
recorded grant date did not satisfy the requidibesa measurement date under APB 25, the Compdi®dren default methodologies
determine an appropriate measurement date.

Internal Controls : As outlined above, the Compasyhistorical administration of its options progréanked discipline as it relates to pra
adherence to the plan requirements, corporatedkeeping and documentation. Since November 2008eter, the Company has prop
administered the stock option program as it reladesvards to directors and officers. During theestigation, the Company identified con
gaps related to grants made throughout the Reviesiod®® As of March 31, 2007, the Company implemeéradditional procedures to
process that are focused on formalized documentafiappropriate approvals and determination ohgr@rms to employees.

Procedural and Remedial Actions

The Audit Committee and other relevant Board corteeg are committed to a continued review and imetgation of procedur
enhancements and remedial actions in light of ¢hegoing findings. Consistent with its obligatianact in the best interests of the Comg
taking into account all relevant facts and circianses, the Audit Committee is continuing to assiessappropriateness of a broad rang
possible procedural enhancements and potentialdiehmaeasures in light of the findings of its ravie

While the Audit Committee has not completed its sideration of all such steps, procedural enhancesm@ay include recommendatic
regarding improved stock option administration gderes and controls, training and monitoring coarme with those procedures, corpc
recordkeeping, corporate risk assessment, evafuafithe internal compliance environment and otkenedial steps that may be appropr
Any such procedural enhancements will be recomnebriethe Audit Committee to the Board and/or appedp Board committee f
adoption. In advance of action by the Audit Comedittas noted above, the Company has implementéibadtprocedures to its process
approving stock option grants that are focused amaélized documentation of appropriate approval$ determination of grant terms
employees.

In light of the findings of the Audit Committee’review, William F. Andrews, Thomas W. Golonskidafhomas G. Greig, three curr
directors who also served during portions of thei®e Period and who hold options as to which theasneement date was adjuste:
connection with the Comparsg/restatement, agreed voluntarily to reprice tlmgstanding options with a recorded exercise géss than tr
fair market value of the common stock on the actiogmrmeasurement date as determined by the Auditrlitee so that the exercise pi
matches the fair market value of the common statkuwch accounting measurement date. In additionh&&l McAndrew, who became
Company’s Chief Financial Officer (“CFO”) in Decerth 2002, also agreed voluntarily to
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reprice the one option granted to him after he lec&FO with a recorded exercise price less thaaihenarket value of the common st
on the accounting measurement date as determingkebfudit Committee so that the exercise pricecimed the fair market value of -
common stock on such accounting measurement date.

The Audit Committees ongoing review includes an evaluation of the afland possible claims or other remedial actiayesirest current ar
former Company personnel who may be found to hagerbsponsibility for identified problems duringtReview Period. Accordingly, t
Audit Committee has begun to address and is addgessid expects to continue to address issuesddfidual conduct or responsibilit
including those of the Board, CEOs and Chief FimanOfficers (“CFOs")serving during the Review Period. In connectiorrahgth, base
on the findings of the Audit Committee as to Fredr@ung, the Compang’former CEO who resigned on May 20, 2007, the AGdimmitte:
concluded and recommended to the Board, and thedBdetermined, that Mr. Young could have been teateid due to Cause

Termination (as defined in his agreement dated May2004) at the time Mr. Young resigned as a threand officer of the Company
May 20, 2007. In light of that determination and terms of the agreements with Mr. Young, all @riding stock options held by Mr. You
terminated as of the date of his resignation.

The Audit Committee may recommend additional remletiieasures that appropriately address the issigedrby its findings. Such poten
remedial measures may include possible claimstmraemedial actions against current and former @aom personnel who may be founs
have been responsible for identified problems dytive Review Period.

Restatement Methodologies

As of April 1, 2006, the Company adopted SFAS 123(Bing the modified prospective transition methodder this transition methc
compensation expense is to be recognized for alledgfased compensation awards granted after the daddapition and for all unvest
awards existing on the date of adoption. Prior pilAl, 2006, the Company accounted for stbelsed compensation awards to direc
officers and rank and file employees using theinsic value method in accordance with APB 25 asvedd under SFAS No. 1:
“Accounting for Stock-Based Compensation” (“SFAS37)2 Under the intrinsic value method, no shhesed compensation expense rel
to stock options was required to be recognizelefexercise price of the stock option was at legstl to the fair market value of the comr
stock on the “measurement datAPB 25 defines the measurement date as the fitstatawhich are known both (1) the number of shtra
an individual grant recipient is entitled to reaeand (2) the option or purchase price, if any.

In light of the Audit Committee’s review of the Cpamy’s stock option granting practices during the ReviRariod and as to those case
which the Company previously used a recorded gilate as the measurement date that the Companyniieter could no longer be reli
upon, the Company has developed and applied thanioly methodologies to remeasure those stock ogirants and record the relev
charges in accordance with APB 25 by considerirgftiiowing sources of information: (i) meeting mtes of the Board and of committ
thereof and related materials, (i) Unanimous \WntConsents of the Board and of committees the(@dfthe dates on which stock opti
grants were entered into the Company’s stock opdatabase (“create date”)y)relevant email correspondence reflecting stopkon gran
approval actions, (v) individual stock option agreats and related materials, (vi) employee and @o#er letters, (vii) documents relating
acquisitions, (viii) reports on Form 4 filed withe SEC and (ix) guidance of the Office of the Ciietountant of the SEC on stock opt
matters as set forth in its letter dated SepterhBeP006.

Grants with Appropriate Committee ApprovalWith respect to grants of approximately 1.0 roillishares, or approximately 9% of the 1
grants in the Review Period, the Company has et&lda support the approval of the grant under tbeksoption plans by the relevi
committee of the Board, and such evidence includesnumber of options each individual was entitledeceive and the option pri
However, the relationship between these documeapguioval actions and the originallgeorded grant dates and exercise prices fc
options so approved varied during the Review Pelivdome cases, grants were recorded with a gedetand a corresponding exercise |
that matched the date of the approval action oevatherwise consistent with the terms of the apgraction. In other cases, however,
recorded grant dates and corresponding exercisespoif the grants reflected the fair market valiugn® common stock on a date prior to
committees documented approval actions. The Company hastedsthe compensation expense for stock optiontgregiating ti
approximately 0.4 million shares of common stockusyng the date of the documented approval act®the measurement date. The |
additional non-cash, prax charge for these grants is approximately $Il8m net of forfeitures, amortized over the appriate vestin
period through March 31, 2006, of which $0.07 millirelates to director options, $1.3 million retate officer options and $0.4 millii
relates to rank and file employee options.

Grants with Other Approvals With respect to grants of approximately 1.9 roillishares, or approximately 18% of the total gramtthe
Review Period, the Company has evidence to supiperapproval of the grant by the Board, an outdidector or the Companyg’CEO an
the identification of the number of options eactiividual was entitled to receive together with tption price. These grants are distinguis
from the grants described in the prior paragrapthat the nature of the approval was not fully ¢stesit with the terms of the relevant st
option plan. As with the grants discussed in theceding paragraph, the relationship between thesengented approval actions and
originally-recorded grant dates and exercise prices for thenspso approved varied during the Review Perindsome cases, grants w
recorded with a grant date and a correspondingcisesprice that matched the date of the approvaraor were otherwise consistent with
terms of the approval action. In other cases, hewev
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the recorded grant dates and corresponding exeuaises of the grants reflected the fair marketigadf the Companyg’ stock on a date pri
to the approval action. The Company has restatedcttmpensation expense for stock option grantsinglao approximately 1.6 millic
shares of common stock by using the date of theirdeated approval action as the measurement dagetotdl additional non-cash, prax
charge for these grants is approximately $7.6 omijlnet of forfeitures, amortized over the appraterivesting period through March 31, 2(
of which $0.5 million relates to director optiorf2.6 million relates to officer options and $4.9limn relates to rank and file employ
options.

Grants Lacking Adequate DocumentationWith respect to grants of approximately 7.9 miilishares (5.0 million shares to rank and
employees), or 73.0% of the total grants in thei®ewWeriod, the Company has been unable to lockguate documentation of apprc
actions that would satisfy the requisites for a sneement date under APB 25. For these grants, nreamag considered all available reley
information to form a reasonable conclusion ashi most reasonable measurement date. For all gratités category, the Company |
established default methodologies for determiniregrhost appropriate measurement date under APB 25.

With respect to grants entered into the Compsusydck option database after September 9, 1998n wte database began to reflect a ¢
date which is the date on which a grant was entertedthe system, the Company has determined tadheséndividual create date for e:
grant as the APB 25 measurement date, which wamst cases different from the originaligeorded grant date. The Company believes
this create date is the most appropriate methoglologhe absence of sufficient evidence of appreval these grants as it represents
earliest point in time at which the evidence sholat all requisites for the establishment of theasueement date had been satisfied.
create dates preceded, often by a significant atnafuime, the execution of stock option agreementsich, generally, were manually sig!
by the Company CEO and manually signed and dated by the graimeeldition, in almost all cases, a grant enténéalthe database, whi
established the create date, ultimately resultetiéncreation of a stock option agreement reflgctinch grant. Accordingly, while execut
of the stock option agreements constituted a deknowledgement by the grantee and the Companyeofitantees legal entitlement to tl
grant, the Company believes the create date mateately reflects the date of approval than doessthned option agreement. The Comj
has restated the compensation expense for stoagpants relating to approximately 4.2 milliorasks of common stock by using the cr
date as the measurement date. The total addittmratash, préax charge for these grants is approximately $48lBon, net of forfeitures
amortized over the appropriate vesting period tghollarch 31, 2006, of which $0.5 million relatesdicector options, $17.2 million rela:
to officer options and $32.2 million relates to kamd file employee options. The Companprocedures for evaluating the appropriatene
measurement dates fixed with reference to suchiecdsdes included a sensitivity analysis which test an understanding of the differer
between the additional recorded charge for stmaded compensation expense and the charges thht wesult from using other identifi
alternative methods for determining measuremergsdathe Compang’sensitivity analysis included identifying the ganof potential gra
dates defined by the recorded grant date and #atecdate for each grant. The Company then idedtifie low and high closing prices of
common stock within that range of potential graaied and applied both the low and high closinggsriuf the common stock to the numbe
shares granted for which the create date methogalag utilized to determine the range of poterg@jlstments to stockased compensati
expense for these grants, which was $0.09 mill@&%3.8 million, net of forfeitures, as comparedhe additional non-cash, ptax charg
for these grants of approximately $49.8 milliont offorfeitures, included in the Restatement.

For options entered into the Companyption database before September 9, 1999, thep@ondetermined the measurement date gen
by reference to signed option agreements (or thamed signature date for certain options as disdubsdéow). The executed opti
agreements (hereinafter “signed option agreementsijhually signed by the CompasyCEO and manually signed and dated by the gr:
constituted an acknowledgement by the grantee hedCompany of the grantselegal entittement to the grant and, in the absenl
authoritative information as to when all the reges for the establishment of the measurement Hatk been satisfied, provide:
measurement date framework based on entitlemert.Climpany has restated the compensation expensgofie option grants relating
approximately 1.4 million shares of common stockulsing the signed option agreements as the measutatate. The total additional non-
cash, preax charge for these grants is approximately $6ldom net of forfeitures, amortized over the appriate vesting period throu
March 31, 2006, of which $0.3 million relates toeditor options, $3.6 million relates to officer iopis and $2.5 million relates to rank and
employee options. The Company believes this metloggiovas the most appropriate in the absence dicarit evidence of approvals |
these grants as it represents the earliest poititni; at which the evidence shows that all regessfor the establishment of the measure
date had been satisfied for these grants. The Coyrpgrocedures for evaluating the appropriatenessedsurement dates fixed w
reference to the dating of signed option agreementsded a sensitivity analysis which providedwmerstanding of the differences betw
the additional recorded charge for stddsed compensation expense and the charges thit esult from using other identified alternat
methods for determining measurement dates. The @oygsensitivity analysis included identifying the garof potential grant dates defit
by the recorded grant date and the date of theegansignature on the stock option agreement for gaght. The Company then identif
the low and high closing prices of the common staitkin that range of potential grant dates andiadoth the low and high closing pris
of the common stock to the number of shares graotedhich the signed option agreements methodolegy utilized to determine the rai
of potential adjustments to stoblesed compensation expense for these grants, waist$0.03 million to $9.6 million, net of forfeies, a
compared to the additional non-cash, f@e-charge for these grants of approximately $6lHom, net of forfeitures, included in tl
Restatement.
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In those cases where no reliably-dated signed mptimeement could be located and where no $eptember 9, 1999 create date exists (;
option grants totaling approximately 0.9 millionasbs), the Company used the average period betreeended grant date and date of
signatures on all other grantee signed option ageeés with the same grant date as the measureratmtkbr example, if there were f
stock option grants with a grant date of Januard@B6, the Company had the signed option agreen@ntiree of these stock option gre
and the average number of days between the graetatal the signature dates of these three signédnopgreements was 20 de¢
January 21, 1996 was used as the measurementoddtes fgrant for which no signed option agreementict be located. The Company
restated the compensation expense for stock ogtiants relating to approximately 0.7 million shasécommon stock using thisaverag
days to sign agreement” method. The total additiona-cash, preéax charge for these grants is approximately $4liom net of forfeitures
amortized over the appropriate vesting period throllarch 31, 2006, of which $0.06 million relatesdirector options, $4.2 million rela
to officer options and $0.2 million relates to raankd file employee options. The Company believesritethodology was the most appropi
in the absence of sufficient evidence of approf@shese grants because it gives a reasonablexipmtion of the measurement date rel
to these options in light of the available evideritee Company conducted a sensitivity analysisdmgaring the Compang’current defat
methodology (.e., “average days to sigh agreememtijh another default methodology. For this analylie Company identified the rar
of potential grant dates defined by the earlieghail option agreement and the latest signed optjoeement. The Company then identi
the low and high closing prices of the common stoedr the range of potential grant dates and aplagh the low and high closing price
the common stock to the number of shares grantettermine the range of potential adjustmentsdokdbased compensation expense
these grants, which was $2.6 million to $5.9 millimet of forfeitures. The Company’s analyses iaticthat stockased compensati
expense computed using other identified alternatefault methodologies would not materially diffesm stockbased compensation expe
computed using the “average days to sign agreemmethodology. The Compars/'procedures for evaluating the appropriatene
measurement dates fixed with reference to the geedays to sign agreements also included a seatsitimalysis which provided
understanding of the differences between the amiditirecorded charge for stobksed compensation expense and the charges thit
result from using other identified alternative nuth for determining measurement dates. The Compasgfisitivity analysis includ
identifying the range of potential grant dates wledi by the recorded grant date and the averagetdasign agreement for each grant.
Company then identified the low and high closinggs of the common stock within that range of ptétmrant dates and applied both
low and high closing prices of the common stoclht® number of shares granted to determine the rahgetential adjustments to stock-
based compensation expense for these grants, wiast$0.03 million to $6.1 million, net of forfeies, as compared to the additional non-
cash, pre-tax charge for these grants of approeimn&#.4 million, net of forfeitures, included ing Restatement.

Given the volatility of the common stock during rhuaf the Review Period, the use of methodologies mpasurement dates different fi
those described above could have resulted in @&highlower cumulative compensation expense whichldvhave caused net income or

to be different from the amounts reported in thstated consolidated financial statements. The Cagipgorocedures for evaluating
appropriateness of measurement dates fixed usiagdéfiault methodologies described above also iedua sensitivity analysis whi
provided an understanding of the differences beatwibe additional recorded charge for stelsed compensation expense and the cf
that would result from using other identified attative methods for determining measurement dates. Jompanys sensitivity analys
included identifying the range of potential graates defined by the recorded grant date and theppate measurement date for each g
The Company then identified the low and high clgsinices of the common stock within that range ateptial grant dates and applied
the low and high closing prices of the common stimckhe number of shares granted to determineahger of potential adjustments to stock-
based compensation expense for these grants, wiast$9.3 million to $99.3 million, net of forfeies, as compared to the additional non-
cash, pre-tax charge for these grants of approeimn&70.0 million, net of forfeitures, includedtine Restatement.

Other adjustments through March 31, 2006

From 1994 through 1998, the Company did not prgpadcount for stock options for one officer thatrevenodified after the grant di
pursuant to a separation agreement. Some of theddications were not identified in the Compasyinancial reporting processes and v
therefore not properly reflected in its financigatements. As a result, the Company has recordednacash charge for stotlase:
compensation of $1.0 million during Fiscal 1999.

Summary

In summary, the Company recorded cumulative noh-cdmrges for stockased compensation of $70.9 million through Marth 2006
offset in part by a cumulative income tax benefi$a7.7 million, for a total aftetax charge of $43.2 million. These charges hadwmact ol
net sales or cash and cash equivalents as preyimmirted in the Comparg/financial statements; as a result, no changdsege items a
reflected in the Restatement. Non-cash chargestéokbased compensation expense have been recordejusisrats to Selling, general
administrative expenses within the Company’s Cadatdéd Statements of Income.
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10Q07 and 2Q07 Restatement
Stockbased compensation expense

In addition to the Restatement noted above thrddgich 31, 2006, the Company has recorded additinoatcash charges for stoblse!
compensation during the first and second quartefaszal 2007 of $1.6 million and $2.2 million, pesttively, offset in part by income |
benefits of $0.6 million and $0.8 million, respeely, or total aftetax charges of $1.0 million and $1.4 million, respeely. This charge wi
recorded to reflect additional non-cash, stbelsed compensation expense recognized under theafae method (SFAS 123(R)) because
exercise price for certain stock option grantspiag but not vested as of March 31, 2006, diffefreth the fair market value of the underly
shares on the appropriate measurement date, sowtaabf occurred during Fiscal 2007.

Accounting for derivatives

On July 26, 2006, the Company entered into an ésterate swap to reduce its exposure from fluatgainterest rates. SFAS No. 133, “
Accounting for Derivative Instruments and Hedgingfivities " (“SFAS 133") requires that all derivative instruments be recdrde the
balance sheet as either an asset or liability medsat their fair value, and that changes in thévdgves’ fair value be recognized currently
earnings unless specific hedge accounting crisggamet. From inception of the hedge, the Compaayapplied a method of cash flow he
accounting under SFAS 133 to account for the istenate swap that allowed the Company to assunigeifectiveness in such agreeme
called the “short-cut” method.

Subsequently, the Company analyzed its eligibftitythe “short-cut’method in light of certain clarifications delivereg the Office of th
Chief Accountant of the SEC, and determined tlsatniterest rate swap did not qualify for the “shart” method under SFAS 133 beca
certain prepayment features relating to the undeglpctual debt were not identical to those comtaiim the interest rate swap. Becaust
Company’s documentation at hedge inception refte¢he “short-cut” method rather than the “long-Hamethod for determining hed
ineffectiveness, the derivative did not meet ttgureements for a cash flow hedge. Documentatiorttfer‘long-haul’method of accounting
hedge inception cannot be retrospectively appliedeu SFAS 133. Therefore, fluctuations in the dérate swap’ fair value should ha
been recorded through the Company’s Consolidatatei®ents of Income instead of through Other Congarsifie Income (Loss) (“OC);
which is a component of Stockholdeesjuity. The adjustment for the second quarter s€&i2007 will decrease reported net income
increase OCI by approximately $1.4 million. Thisange in accounting for this derivative instrumeurttld result in significant volatility in tt
Companys reported net income and earnings per share dinereases and decreases in the fair value ofntieeeist rate swap. However,
derivative instrument remains highly effective ahd change in accounting for this derivative instemt does not impact operating cash fl
or total Stockholders’ equity.

The table below reflects the impact of the adddiamon-cash charges for stock-based compensatjpensg and the natash charge relat
to the interest rate swap on the Compargonsolidated Statements of Income, includingctiteesponding cumulative adjustment to Retz
earnings as of September 30, 2006 and March 315, ZD5, 2004 and 2003 on the Compang@onsolidated Balance Sheets. Prior to
Restatement, the Company had not recorded any asingtocksased compensation expense in its Consolidatedrs¢ats of Income wi
the exception of $0.7 million recorded during theeand quarter of Fiscal 2005 for a modificationaoprevious stock option award fo
retiring director. All dollar amounts are presentedhousands except per share amounts. Per simangnés may not total due to rounding.
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(As Adjust- (As (As
Previously Adjust- Income ment, (As Previously Restated
Reported) ment, Tax Net of Restated Reported) Adjust- Diluted
Net Income Pre-Tax Benefit Tax Net Income Diluted EPS ment EPS
FY 94 ¢ 13,37( $ 43 $ (29) & 24 ¢ 13,34¢ $ 0.8< & -- $ 0.8<
FY 95 14,51¢ 461 (144 317 14,19¢ 0.8¢ (0.02! 0.87
FY 96 18,27¢ 40€ (151 258 18,02: 1.1¢ (0.01 1.0¢
FY 97 24,79: 1,172 (456) 71€ 24,07¢ 1.4C (0.04 1.3¢
FY 98 32,40 3,59t (1,393 2,20z 30,20: 1.7¢ (0.12 1.67
FY 99 38,14¢ 4,50¢ (1,732 2,77¢ 35,37: 2.0¢ (0.15 1.94
FY 00 48,85: 5,77¢ (2,209 3,56¢ 45,28: 2.6( (0.19; 2.41
FY 01 64,19( 10,29( (3,953 6,337 57,85: 3.2z (0.32 2.9C
FY 02 62,04: 11,33: (4,381 6,952 55,09( 2.97 (0.33 2.62
FY 03 48,68: 8,921 (2,328 6,59¢ 42,08¢ 2.3¢ (0.32 2.07
Cumulative ¢ 365,27. ¢ 46,51 $ (16,766 $ 29,74¢ ¢ 335,52¢ ¢  19.2¢ $ (.52 ¢ 17.7i
03/31/03
FY 04 47,24 8,191 (4,156 4,041 43,20: 2.52 (0.22 2.3C
Cumulative $ 412,51¢ $ 54,70¢ $ (20,922 $ 33,78¢ $ 378,73( $ 21.8C $ (.73 ¢ 20.0%
03/31/04
FY 05 29,91 5,17¢ (2,312 2,86¢€ 27,04¢ 1.6€ (0.16) 1.5z
Cumulative $ 44242¢ ¢ 59,88¢ $(23,234 ¢ 3665: ¢ 40577« $ 234¢ $ (1.89 ¢ 21.5¢
03/31/0t
1Q06 7,39¢ 1,12(C (442 67¢€ 6,71¢ 0.4< (0.04 0.3¢
20Q06 12,79 1,12¢ (444, 682 12,11t 0.74 (0.04; 0.7¢C
3Q06 12,51 2,431 (959 1,47z 11,03¢ 0.7¢ (0.08 0.6z
4Q06 4,65¢ 6,36¢ (2,612 3,75¢€ 90C 0.2¢€ (0.21 0.0t
FY 06 ¢ 37,35¢ ¢ 11,04t $ (4,457 ¢ 6,58¢ ¢ 30,77( $ 2.1% $ (0.37 $ 1.7¢€
Cumulative $ 479,78t ¢ 70,93 $ (27,691 $ 43,24( $ 436,54¢ ¢ 25.61] $ (2.26 ¢ 233t
03/31/0€
1Q07 7,801 1,62¢ (635 994 6,817 0.42 (0.06) 0.37
20Q07 13,07¢ 2,21( (806 1,404 11,67t 0.74 (0.08 0.6€
2QYTDO7 § 20,88¢ 383 $ (1,441 ¢ 239 ¢ 1848 § 1.1€ (0.14 ¢ 1.0Z
Cumulative $ 500,67: 74,77( $ (29,132 $ 45,63¢ $ 455,03: ¢ 26.7¢ (2.39 ¢  24.3¢
09/30/0€

Income Tax Considerations

In the course of the investigation, the Compangmeined that a number of officers may have exetctggtions for which the application
Section 162(m) of the Internal Revenue Code of 188Gamended (the “Codefhay apply. It is possible that these options wélltkeated ¢
having been granted at less than fair market vialuéderal income tax purposes because the Comipaoyrectly applied the measurenr
date as defined in APB 25. If such options are dmkto have been granted at less than fair markeé ypursuant to Section 162(m) of
Code (“Section 162(m)")any compensation to officers, including proceedsnfroptions exercised in any given tax year, in sgce
$1.0 million will be disallowed as a deduction fax purposes. The Company estimates that the paltéat effected liability for any su
disallowed Section 162(m) deduction would approxen®3.6 million, which has been recorded as a aouifiability within Income taxe
within the Companys Consolidated Balance Sheets. The Company mayiradso interest and penalties if it were to incuryasuch ta
liability, which could be material.

In addition, the Company is considering the apfilicaof Section 409A of the Code (“Section 409Ad)those options for which it incorrec
applied the measurement date as defined in APBt2%.possible that these options will be treatechaving been granted at less than
market value for federal income tax purposes and fubject to Section 409A. Accordingly, the Comparay adopt measures to addres:
application of Section 409A. The Company does notently know what impact Section 409A will have,any such measures, if adop
would have, on its results of operations, finanpiadition or cash flows, although such impact cdddnaterial
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Expenses Incurred by the Company

The Company has incurred expenses for legal feeex=®rnal audit firm fees, in excess of its insgedeductible of $0.5 million, in Fis
2007, in relation to (i) the Audit Committee’s rewi of the Company historical stock option practices and relatedanting for stock optic
grants, (ii) the informal inquiry and formal ordef investigation by the SEC regarding the Comparpast stock option practices, (iii)
previously-disclosed derivative action relatingthe Companys historical stock option practices filed agairtst Company as a nomil
defendant and certain of the Compangurrent and former directors and officers, as/mm it may have indemnification obligations .
(iv) related matters. Further, the Company hasriiecliand expects to continue to incur significadditional expense related to the foregc
matters in the fiscal year ending March 31, 2008 Tompany and the insurance company for its dirgcand officers'indemnificatior
insurance are currently in discussions with respeathich of the fees in excess of the deductibik e paid by the insurance compa
Accordingly, there can be no assurance that al fémitted to the insurance company for reimbuesgrwill be reimbursed under f
Company’s directors’ and officers’ indemnificatiorsurance.
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PART |

Item 1. BUSINESS.

Overview. Black Box is the world’s largest dedicated netwankrastructure services provider. Black Box offeysesource netwotr
infrastructure services for communication systefitee Companys service offerings include design, installatiortegration, monitoring at
maintenance of voice, data and integrated commtioicaystems. The Compamsyprimary service offering is voice solutions, vehilroviding
premise cabling and other data related servicepardlicts. The Company provides 24/7/365 techrdapport for all of its solutions whi
encompasses all major voice and data manufactasergell as 118,000 network infrastructure proddicés it sells through its catalog ¢
Internet Web site and its Voice and Data servicesidctively referred to as “On-Site servicesffices. With more than 3,000 professic
technical experts and 173 offices, Black Box semese than 175,000 clients in 141 countries thraughhe world. Founded in 1976, Bl:
Box, a Delaware corporation, operates subsidianefve continents and is headquartered near Ritgsbin Lawrence, Pennsylvania.

Black Box differentiates itself from its competisdoy providing exceptional levels of superior tachhservices for communication solutic
its capability to provide these services globalhd ats private-labeled BLACK BOX brand network infrastructure products which fez
some of the most comprehensive warranties in tthasimy.

As the worlds largest and highest quality network infrastruetservices company 100% dedicated to this markatkBBox is in a unigt
position to capitalize on its service advantagasient leadership position, diverse and loyal ¢liease and strong financial performance.

Industry Background. Black Box participates in the worldwide networkratructure market estimated at $20 billion.

Products and services are distributed to this ntgskienarily through valuexdded resellers, manufacturers, direct marketargeIsystel
integrators and other technical services compafibese companies range from very large, internaticompanies, some of which hi
access to greater resources than those availaBladt Box, to small, local or regionalfgpcused companies. In addition, competition for
Hotline business includes direct marketing manui@es, mass merchandisers, “big baetailers, web retailers and others. Black
believes that it competes on the basis of its spifeatures offerings, technical capabilities ygrr levels and price.

Business StrategyBlack Box’s business strategy is to provide its clients with source for services and products to meeteill tretworking
infrastructure needs whether at a single location or multiple locatiomsrldwide. The Company believes that its combirmatid worldwide
Voice and Data services performed at client locestie integrated with Hotline Serviceprovides a unique advantage over its competitc
the network infrastructure market. The Companydwels its record of consistent operating profitapilpositive cash flow and its high rate
repeat clients is evidence of the strength oftistagy. Keys to the Company’s success includéatmving:

Expert Technical Support Deployed Three W

Locally at Client SitesBlack Box provides complete voice, data and integraolutions -including design, installation, remote monitol
and routine and emergency maintenancgith consistent high quality and uniformity. The r@pany maintains certifications from lead
voice and data product manufacturers including Ay Cisco® , Microsoft®, Nortel® , NEC® and Siemen& , among others. In additic
the Company maintains what it believes is the itrgis largest staff of Registered Communications Distion Designers (RCDDs) w
assure that all designs meet or exceed ANSI, TIA/&id National Electric Codg(NEC ®) standards.

24/7/365 Technical Suppoilack Box provides around-thdeck, seven days per week technical support, @aviailto clients in 141 countri
worldwide. In Fiscal 2007, the Compasytechnical experts responded to approximatelyrillton client calls. Black Box specialists rece
continuous training to stay up-to-date on the taeshnologies.

www.blackbox.com Internet Web SiBtack Box offers its 24/7/365 technical supportloe at www.blackbox.com. With one click by
existing or a potential client on “Talk to a Tecly"technical expert makes contact with that persomediately. Technical informatic
including “Black Box Explains” and “Technology Owgews,” is always available as well as the ability to gadiésign and configure custi
products on-line.

Worldwide CoveragéWith 173 offices serving 141 countries, Black Bashhe largest footprint in the industry, servingrg major industr
sector. This worldwide coverage and 31 years okegpce makes ongsurce project management a reality for Black Baents. Black Bo:
ensures that clients with these needs receive stensihighquality design, workmanship and technology fromrale service provider. TI
Company is exposed to certain risks because gldtsal operations discussed under the caption riat@nal operationsih Part |, Item 1A
“Risk Factors,” which is incorporated herein byereice.
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Strategic Partnerships with Leading Voice and DR@duct ManufacturersBlack Box has partnerships and distribution agregmavitr
leading voice and data product manufacturers. Acteshese multiechnology platforms provides Black Box clientsiwihe convenience
a one-source provider for its network infrastruetneeds.

Quality Networking Solutions and Comprehensive \Aaties.Black Box products and services are covered bynabrella of protection th
extends beyond standard warranties. Black Box waditst in the industry to introduce a “No QuerscAsked”product warranty progra
offering full protection regardless of cause ofue, including accidental, surge or water damagettie life of the warranty and man
products are guaranteed for life. Exclusive to Bl&bpx are its Guaranteed-for-Life Structured Cafpli@ystem and Certification Pl
guarantees that provide assurance that a clieatigank will operate within the application it wassigned to support for life.

Brand Name. BLACK BOX is a widely recognized brand name assiedawith high quality products and services. Thenpany believes th
the BLACK BOX trademark is important to its busiaes

ISO 9001:2000 CertifiecBlack Box has received 1SO 9001:2000 certificatiorAustralia, Brazil, Canada, Chile, France, Gernpdreland
Italy, Japan, Mexico, Netherlands, Puerto Rico,g8pore, Spain, the United Kingdom and the UniteateSt Rigorous quality cont
processes must be documented and practiced t@adnmmaintain 1ISO 9001:2000 certification.

Proprietary Client List. Over the course of its 31 year history, the Compaay built a proprietary mailing list of approxiraigt 1.5 millior
names representing over 1.0 million clients. Thasabase includes information on the past purchasés clients. The Company routin
analyzes this data in an effort to enhance cliemthasing and ensure that targeted marketing pragraach their specified audiences.
Company believes that its proprietary client Isshivaluable asset that represents a significanpetitive advantage. The Company does
rent its client list.

Rapid Order Fulfillmen. The Company has developed efficient inventory mansnt and order fulfillment systems that allow nsiandar
product to be shipped that same day. Requestsafoe slay counter-toeunter delivery and special labeling, kitting gratkaging are al:
available from Black Box.

Growth Strategy. The principle components of Black Box’s growth &gy include: (i) crosselling marketing activities capitalizing on
one-source solution of DVH™Dfta, Voice and Hotline) Services, (ii) expandeddoict offerings and (iii) expanded global techngappor
services primarily through mergers and acquisitions

Mergers and AcquisitionsAs part of the growth strategy through mergers anduisitions, the Company has completed the folig
transactions during Fiscal 2007, Fiscal 2006 asddti2005:

Fiscal 2007

On April 30, 2006, Black Box acquired the privatblgld USA Commercial and Government and Canadiamatipas of NextiraOne, LL
(“NextiraOne”). The acquired operations service commercial anduargovernment agency clients. Black Box and Na®tire have neat
completed the integration process, including thbremding of the NextiraOne business as Black Berrk Services.

On May 1, 2006, Black Box acquired Nu-Vision Teclugies, Inc. and Nu-Vision Technologies, LLC (cotigely referred to as “NUVT),
privately-held companies, which provide planning, installationonitoring and maintenance services for voicd data network systen
NUVT has an active customer base, which includesrngercial, education and various government ageocyuamts.

On October 30, 2006, Black Box acquired Nortecte@@mnmunications, Inc. (“NTI"), a privatelyeld company based out of Chicago, IL.
has an active customer base which includes comaigeciucation and various government agency acsount

On February 1, 2007, Black Box acquired ADS Telechmo. (“ADS”), a privatelyheld company based out of Orlando, FL. ADS hascting
customer base which includes commercial, finanbi@hlthcare and various government agency accounts.

The results of operations of NextiraOne, NUVT, Nifid ADS are included in the Compasyonsolidated Statements of Income begir
on their individual acquisition dates during Fis2a@D7.
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Fiscal 2006

During Fiscal 2006, the Company completed six (@®judsitions. During the first quarter of Fiscal BQOthe Company acquir
Telecommunication Systems Management, Inc. (“TSI&')C Technology Group, Inc. and Technology Supptg, (collectively referred
as “GTC") and Business Communications, Inc., Bainbridge Conication, Inc., BCI of Tampa, LLC and Networx, LQ.. (collectively
referred to as “BCI"). These companies provide-fdivice voice communication solutions and serviogbe Florida and Virginia marke
During the second quarter of Fiscal 2006, the Comequired substantially all of the assets anthiefiabilities of Universal Solutions
North America, L.L.C. and related entitie“Universal”). Universal primarily provides planning, installatiomonitoring and maintenar
services for voice and data network systems intd#s. During the third quarter of Fiscal 2006, @mmpany purchased 100% of the iss
and outstanding equity interests in CommunicatoMViorld InterActive Networking, Inc. (“C=WIN"and Converged Solutions Group, L
(“CSG"). Both C=WIN and CSG primarily provide planning, @ition and maintenance services for voice and datwork systems in
states. The results of operations of TSM, GTC, B®&iiversal, C=WIN and CSG are included in the Conyfs Consolidated Statements
Income beginning on their individual acquisitiontesaduring Fiscal 2006.

Fiscal 2005

On January 25, 2005, the Company acquired 100%eobtitstanding shares of common stock of Norstan,(fNorstan”).Norstan primaril
provides fullservice communications solutions and servicesyeéetig voice and data technology solutions and rerfactured equipment
corporate endisers and public sector companies. Norstan haaesffithroughout the U.S. and Canada. The Norstamiaol wa:
complementary to Black Bog’existing service solutions and allowed the Corgganmmediately expand its operational footprintovide
additional marketing opportunities via crasslling and, most importantly, provide its colleeticustomers a stronger worldwide techr
services partner.

These acquired companies, which are focused oinicsegithe North America Voice Services market, hafeuenced the composition of t
Company’s service segments as profiled below:

Percent of Consolidated Revenues

Service Type FYOQ7 FY06 FY05
Voice Service: 60% 43% 20%
Hotline Service: 22% 30% 42%
Data Service 18% 27% 38%

Black Box Total 100% 100% 100%

Clients. Black Box clients range from small organizationsntany of the worlds largest corporations and institutions. Black Bdients
participate in many diverse industries, includingnuafacturing, business services, retail, finandecation and government. Revenues 1
the Company’s clients are segmented as 45% froge lewmpanies, 20% from medium-sized companies 8%dfBom small companies.

Marketing. Black Box’s services are primarily marketed through diretgéssdriven by its nearly 300 team members exclisidevoted ti
these efforts. This sales force is further suppowéh the Company’s direct marketing materials andine through the ComparsyInterne
Web site. Black Box was the first company to engaxgusively in the sale of a broad range of nekiy products through direct market
techniques. Black Box targets its catalogs and etarfg materials directly to its cliemisers who make systems design and purch
decisions. Black Box marketing materials presentide choice of items using a combination of prodieeitures and benefits, photogray
product descriptions, product specifications, cotibydy charts, potential applications and otheelgful technical information. Tt
Companys catalogs have earned numerous awards in recans.yim 2006, the Black Box Cable Catalog won Mbkinnel Merchal
magazines top award, Catalog of the Year. The catalog sk top honors in the Computer Equipment and Softveategory which a Bla
Box catalog has won for the eleventh year in a row.

Technical ServicesBlack Box believes that its technical servicesthsefoundation of its success enabling the Comparprovide service
ranging from quick-turn hotline consultation to esisurveys, design and engineering, project managensingle-site and mulBite
installations, remote monitoring, certification amdintenance of voice, data and integrated commatiait solutions.

Worldwide Headquarters. The Companys worldwide headquarters and certain U.S. operatare located in Lawrence, Pennsylvani
suburb 20 miles south of Pittsburgh). This Compawped 352,000 square foot facility is on an 84-aite

Products. Black Box believes that its ability to offer broaidnovative product solutions across multiple tembgies, supported by
24/7/365 technical services capability, has beenngortant competitive factor. Black Box currentiffers more than 118,000 prodt
through its catalogs, On-Site services offices lateinet Web site. New products are regularly idtrced.

Manufacturers and Suppliers. Black Box utilizes a network of original equipmemanufacturers (“OEM™and suppliers throughout 1
world. Each supplier is monitored for quality, deliy performance and cost through a vesitablished certification program. This network
manufacturing and engineering capabilities to au&te products for specialized applications.

Black Box operates its own manufacturing and as$eroperation at its Lawrence, Pennsylvania locatidbhe Company chooses
manufacture certain products in-house when ouSi®s are not economical. Sourcing decisions ofdnde versus thirgarty suppliers a
based upon a balance of quality, performance, elslignd cost.
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Information Systems.The Company has committed significant resourcegheéalevelopment of information systems that arel tsenanag
all aspects of its business. The Comparsystems support and integrate technical supgl@t services, inventory management, purcha
distribution activities, accounting and project tcomnagement. The Company continues to develograpi@ément exclusive worldwide w
applications. These applications allow clients i@aworder status and product availability, viewtogdate information on their projects t
are being managed on a world-wide basis and proaigeoject management and forecasting tool forGbenpanys offices. A technici
knowledgebased application is also used to access problsgiuteon information to help solve client issuesrenguickly. Informatiol
systems are focused on delivering high quality tess applications that are geared to improve iateefficiencies as well as clie
interactions.

The Companys new product introductions, multiple language neuents and design enhancements require effioiulification of produc
presentations for its various catalogs. Black Btso @upports a publishing system that providesfléability and speed for both text a
graphic layout. This enables the timely, efficiant cost effective creation of marketing materials.

Backlog. The worldwide backlog of unfilled orders believedl te firm (i.e ., to be completed within six months) was approxety
$159 million at March 31, 2007 compared to $96 iorillat March 31, 2006.

Team Members.As of March 31, 2007, the Company had approximatehBl team members worldwide compared to 3,29% &arch 31
2006. Of the 4,581 current team members, approein&60 are subject to collective bargaining agrests. The Company believes tha
relationship with its team members is good.

Financial Information. Financial information regarding the Company, inahgdsegment data, is set forth in Item 8 of thisnkd0K and it
incorporated herein by reference.

International Revenues.Revenues from countries outside North America wgt66 million, or 16% of total revenues, for Fis@fl07
comparable to $157 million, or 22% of total revesifer Fiscal 2006.

Other Information. The Company maintains an investor relations pagisdnternet Web site at http://www.blackbox.coffie Companyg
annual, quarterly and current reports and amendmtensuch reports filed with or furnished to theCSBre made available, as soot
reasonably practical after such filing, and mayvimwed or downloaded free of charge in the “Abowt’ Qection of the Web site. T
Companys Standards of Business Conduct, Code of EthicsBaadd committee charters are also available oWigb site, and may
viewed or downloaded free of charge in the “Aboust Bection of the Web site.

Item 1A. Risk FACTORS.

The following are some of the potential risk fasttinat could cause our actual results to differemalty from those projected in any forward-
looking statements. You should carefully considherse factors, as well as the other informationaioetl in this document, when evalua
your investment in our securities. The below lisingportant factors is not «inclusive or necessarily in order of importance.

Stock option matters As previously disclosed, on November 13, 2006, eeeived a letter of informal inquiry from the Erdement Divisiol
of the SEC relating to the Compasystock option practices from January 1, 1997 &s@mt. Our Audit Committee, with the assistanc
outside legal counsel, is conducting an independeri¢w of the Company’historical stock option grant practices and eslaiccounting f
stock option grants. On May 24, 2007, the SEC sutormal order of investigation in connectiontwiihis matter, and, on May 29, 2007,
received a document subpoena from the SEC actirgupot to such order. We have cooperated with 8@ B this matter and intend
continue to do soSeethe “Explanatory Note” preceding Part |, Item 1tbfs Form 10K for more information regarding this and rele
matters.

On September 20, 2006, the Company received fonatade from the Internal Revenue Service (“IR8Yarding its intent to begin an at
of the Companys tax years 2004 and 2005. In connection with ribbisnal recurring audit, the IRS has requested iced@acumentation wit
respect to stock options for the Compan004 and 2005 tax years. The Company has prodacenis documents requested by the IRS
is currently in the process of responding to addai documentation requests.

In addition, in November, 2006, two stockholderidmive lawsuits were filed against the Companyaasominal defendant, and severe
our current and former officers and directors ia tnited States District Court for the Western fisof Pennsylvania. The two substanti
identical stockholder derivative complaints allepat the individual defendants improperly backdaggdnts of stock options to seve
officers and directors in violation of our stockdet-approved stock option plans during the perie862002, improperly recorded a
accounted for backdated stock options in violatddrngenerally accepted accounting principles, imprgptook tax deductions based
backdated stock options in violation of the Codedpced and disseminated false financial statemasSEC filings to our stockholders
to the market that improperly recorded and accalifde the backdated option grants, concealed tleged improper backdating of st
options and obtained substantial benefits fromssafeCompany stock while in the possession of nadtarside information. The complai
seek damages on behalf of the Company againstirceraent and former officers and directors arldga breach of fiduciary duty, unji
enrichment, securities law violations and otheiineta The two lawsuits have been consolidated inwingle action adn re Black Bo
Corporation Derivative Litigation Master
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File No. 2:06-CV-153IFMH, and plaintiffs filed a consolidated amendedngtaint on January 29, 2007. The parties have lstipd tha
responses by the defendants, including the Compaaydue on or before September 4, 2007.

The stock option investigations and related lifigathave imposed, and are likely to continue to asg significant costs on us, b
monetarily and in requiring attention by our marragat team. While we are unable to estimate thes¢bat we may incur in the future, th
are likely to include:

* professional fees in connection with the conducthef investigations, the restatement of our finalinstatements and the defense of
litigation;

« potential damages, fines, penalties or settleroesis; and

» payments to, or on behalf of, our current and forpoféicers and directors subject to the investigator named in the litigation pursuan
our indemnification obligations (in certain circutasces these indemnification payments are recoleeifih is determined that the officer
director at issue acted improperly, but there issgurance that we will be able to recover sucimeays).

While we expect that certain of such costs will reémbursed pursuant to an insurance policy, at pligit such costs have not b
reimbursed.

In the course of our investigation, we have deteediithat a number of executives may have exera@pédns for which the application
Section 162(m) may apply. It is possible that theggons will be treated as having been grantekbss than fair market value for fede
income tax purposes because we incorrectly appfiedneasurement date as defined in APB 25. If syptions are deemed to have b
granted at less than fair market value, pursuaBetdion 162(m), any compensation to our execuifieers, including proceeds from optic
exercised in any given tax year in excess of $1lltom will be disallowed as a deduction for taurposes. We estimate that the potentia
effected liability for any such disallowed Sectib®2(m) deduction would approximate $3.6 million. Wiay also incur interest and penal
if we were to incur any such tax liability, whicbud be material.

In addition, we are considering the applicationSefction 409A to those options for which we incotlseapplied the measurement date
defined in APB 25. It is possible that these opgiavill be treated as having been granted at lems fdir market value for federal income
purposes and thus subject to Section 409A. Accghginve may adopt remedial measures to addresaghpkcation of Section 409A. We
not currently know what impact Section 409A wilMea or any such remedial measures, if adopted,dvibale on our results of operatic
financial position or cash flows, although such @oipcould be material.

Adverse developments in the legal proceedings @rintiestigation arising out of our historical stamtion granting practices or any ot
matter raised as a result thereof could have aaragvimpact on our business and our stock prickjding increased stock volatility.

Competition— we operate in a highly competitive industry. Oumgetitors may be able to deliver products and sesvat better prices
more quickly due to factors beyond our control. Newnpetitors may also arise in the future, whiatedten our ability to sustain or grow
market share. We cannot guarantee that we camcentd compete effectively in the future and &tillable to sustain our historical level:
profit margin.

Economic environmen—we, our customers or our vendors may experienceosaic hardships due to inflation or recession, gearin law
and regulations, business disruptions due to nladisasters, acts of terrorism or war or otherdesthat are beyond our control and that ¢
negatively impact our financial condition or ouildy to meet our future financial goals.

Successful integration of acquired businessese have completed several acquisitions in recearsyeOur future financial results .
dependent on the successful integration of thogeisitions within the projected timeframes and questameters. We also face pressu
adequately conduct our ongoing operations whilekimgr toward the integration of these businesses. datnot guarantee that we \
successfully integrate our acquisitions as progectewithout disruption to other areas of our basgwhich could have a negative impac
our financial results.

International operations— we operate in several countries outside of the ddnBtates. Our operations or our financial conditicay b
negatively affected by events surrounding our maé&ponal operations such as changes in laws andlat@ns, political or econornr
instability, currency fluctuations, supply chairsdiptions, acts of terrorism, natural disasterstber political, economic or environmer
factors. We cannot rely on the past results ofiotarnational operations as an indicator of futtgsults or assure you that we will not
adversely affected by those factors inherent witarhational operations.
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Retention of key personr—the success of our business depends on our dbil#ttract and retain quality employees, executares director:
We offer comprehensive salary and benefit packagdsding stock options as a means of attractingyr@taining personnel. We face pres
to maintain our profit margins and remain compegitin our industry while we compete for personmebur local markets with a variety
different businesses that may be able to offer mtractive incentives due to their individual firedal situations. We cannot guarantee the
will continue to attract and retain personnel wathr current incentives and at costs that are ctamgisvith our projected profit margins.
addition, the success of our compensation prograsrélied heavily on the use of stock options whiotvided both a compensation
retention element due to vesting. If we are notdblreplicate the compensation and retention litenieftorically provided by our sto
options, we will need to rely more heavily on otfemms of compensation, primarily cash compensaiioadequately compensate employ
executives and directors.

Demand for products and servic—we and our competitors in the industry are dependerthe demand for the products and servicesih
deliver. Changes in technology or other unforesgmrelopments within our industry could result ircid@ased demand for our products
services. We cannot guarantee that historical $evetlemand will continue or increase in the future

Supply chain and distribution agreementhrough our recent acquisitions, we have signifie@arangements with a small number of supg
of voice technology. If we experience disruptionour supply chain with these manufacturers for @ason or lose our distribution rigt
we may not be able to fulfill customer commitmewntith an acceptable alternative or we may not be éblobtain alternative solutions
similar costs.

Future mergers and acquisitio— a key component of our growth strategy is throughtesgic mergers and acquisitions. We may not noe
to be successful in our search for potential adpiscandidates that are acceptable for our bgsimeodel, or we may not be successful ir
attempts to acquire new businesses that we hawiifidd as attractive acquisition candidates. Wenca guarantee that we will meet
projected growth targets in the future if we arsugtessful in our efforts to acquire additionalibesses.

Public sector busines— our revenues from sales to the public sector, dinly sales to federal, state and local governmamdsgovernment
agencies has grown in recent years. These salemade through various direct contracts, througkellesagreements with governm
contractors and through open market sales. Governroentracting is a highlyegulated area. Failure to comply with the techi
requirements of regulations or contracts couldesthjs to fines, penalties, suspension or debarfremtdoing business with such custom
which could have a material adverse effect on agiress.

Revenue growt— our revenue is primarily generated through indigidsales of products and services and the natuoerabusiness provid
us with very little guaranteed or contractual raxebeyond a relatively short time horizon. We dejpem repeat customer business as we
our ability to develop new customer business tdasnsand grow our revenue. Although our focus olivdang high-quality sales and servi
has proven to be successful in the past, we cajuatantee that we will be able to grow or evenansiur current level of revenue in
future.

Liquidity — although we generate positive cash flow and hacesscto a significant amount of additional credi, cannot be sure that
current liquidity situation will be adequate in dvé periods. We cannot guarantee that we will He &b maintain our positive cash fli
position or to obtain additional credit or raisediidnal capital which may restrict our ability toperate or to pursue new busir
opportunities in the future.

Stock price- our stock price is affected by a number of factarsluding quarterly variations in our financialstdts. As a result, our stc
price is subject to volatility.
Item 1B. UNRESOLVED STAFF COMMENTS.

None.

Item 2. PROPERTIES.

The Companys worldwide headquarters and certain U.S. opersitim@ located in Lawrence, Pennsylvania (locatedn#8s south ¢
Pittsburgh) in a 352,000 square foot owned facdity84 acres.

The Company owns or leases 173 additional officdaailities throughout the world, none of whicleanaterial in nature to Black Box.
The Company believes that its properties are adedagits present and foreseeable needs.
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Item 3. LEGAL PROCEEDINGS.
Regulatory Matter:

As previously disclosed, on November 13, 2006,Gbenpany received a letter of informal inquiry frdlhe Enforcement Division of the S
relating to the Compang’stock option practices from January 1, 1997 wsgmt. On May 24, 2007, the SEC issued a formadroot
investigation in connection with this matter and,May 29, 2007, the Company received a documergaaria from the SEC acting purst
to such order. The Company has cooperated witBE in this matter and intends to continue to do so

As previously announced, the Audit Committee, wiile assistance of outside legal counsel, is comduen independent review of
Company’s historical stock option grant practiced eelated accounting for stock option grasethe “Explanatory Notebreceding Part
Item 1 of this Form 10-K for more information redaryg this and related matters.

On September 20, 2006, the Company received fonatéde from the Internal Revenue Service (“IR&Yarding its intent to begin an at
of the Companys tax years 2004 and 2005. In connection with ribbisnal recurring audit, the IRS has requested iced@acumentation wit
respect to stock options for the Compan004 and 2005 tax years. The Company has prodacenis documents requested by the IRS
is currently in the process of responding to addai documentation requests.

At the conclusion of these regulatory matters,Gloenpany could be subject to additional taxes, fipesalties or other costs which coulc
material.

Litigation Matters

In November, 2006, two stockholder derivative laitswere filed against the Company itself, as a inaindefendant, and several of
Companys current and former officers and directors in thdted States District Court for the Western Didtiof Pennsylvania. The t
substantially identical stockholder derivative cdamts allege that the individual defendants imgenty backdated grants of stock option
several officers and directors in violation of empany’s stockholder-approved stock option plaumind the period 199@002, improperl
recorded and accounted for backdated stock optiom®lation of generally accepted accounting piphes, improperly took tax deductic
based on backdated stock options in violation ef @ode, produced and disseminated false finantiéémments and SEC filings to

Companys stockholders and to the market that impropertpmded and accounted for the backdated option graoincealed the alleg
improper backdating of stock options and obtaindsstantial benefits from sales of Company stocKewini the possession of material ins
information. The complaints seek damages on beatfathe Company against certain current and fornféicass and directors and alle
breach of fiduciary duty, unjust enrichment, seiiesilaw violations and other claims. The two laitsshave been consolidated into a sil
action adn re Black Box Corporation Derivative LitigatigrMaster File No. 2:06-CV-153TMH, and plaintiffs filed a consolidated amen
complaint on January 29, 2007. The parties haylstied that responses by the defendants, inclutiegCompany, are due on or be
September 4, 2007. The Company may have indemtidficabligations arising out of this matter to @asrrent and former directors ¢
officers named in this litigation. The Company haede a claim for such costs under an insuranceypoli

As previously disclosed, the Company received gpseba, dated December 8, 2004, from the Unite@Staeneral Services Administrat
(“GSA"), Office of Inspector General. The subpoena requregluction of documents and information. The Conypanderstands that t
materials are being sought in connection with aestigation regarding potential violations of tleents of a GSA Multiple Award Sched
contract. The Company has not received any comratioicon this matter from the GSA since June 2005.

The Company is involved in, or has pending, variagal proceedings, claims, suits and complainisirgy out of the normal course
business. Based on the facts currently availablihéoCompany, management believes the mattersidedannder this captionLitigation
Matters” are adequately provided for, covered sprance, without merit or not probable that an wmfable outcome will result.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS .

No matter was submitted during the three monthopleended March 31, 2007 to a vote of security hrsldBarough the solicitation of prox
or otherwise.
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Executive Officers of the Registrant

The executive officers of the Company and theipeetive ages and positions are as follows:

Name Age Position with the Company
Terry Blakemore 50 Interim President and Chief Executive Offit
Michael McAndrew 47  Vice President, Chief Financial Officer, Treasu®egcretary and Principal

Accounting Officer

Francis W. Wertheimbe 54  Senior Vice Presidel- Pacific Rim/Far Eas

The following is a biographical summary of the esxgece of the executive officers of the Company:

TERRY BLAKEMORE , 50, was appointed as the Interim President anigfExecutive Officer of the Company on May 21, 2(
Previously, on May 15, 2007, the Board had namedBl&tkemore a Senior Vice President of the Comp&nipar to becoming a Senior Vi
President, Mr. Blakemore served as a manager ohdss development and, prior thereto, as a marafgére Companys Voice Service
business unit. Mr. Blakemore has been with the Gomsince 1999.

MICHAEL MCANDREW , 47, was promoted to Vice President and Chief iz Officer on December 13, 2002. He became $@mgranc
Treasurer on January 31, 2003. He was Manager giotate Planning and Analysis prior to December2(®)2. Mr. McAndrew has be
with the Company for 17 years.

FRANCIS W. WERTHEIMBER, 54, was promoted to Senior Vice Presidemaeific Rim/Far East in May 2004. He was promotedice
President -Pacific Rim/Far East on May 9, 1997. He was Mangdpirector of Black Box Japan prior to May 9, 198/M.. Wertheimber he
been with Black Box for 14 years.

Directors of the Registrant
The following sets forth certain information conuieig the members of the Board of Directors of teen@any:

WILLIAM F. ANDREWS , 75, was elected as a director on May 18, 1992 Avidrews currently is Chairman of Corrections Qogtion o
America (private prisons), Chairman of Katy Indiestr Inc. (diversified manufacturing company) arfthidman of SVP Holdings Limite
(Singer sewing machines). He was Chairman of SkcBaiteners, Inc. and Northwestern Steel and Wa 1996 to 2001. He has bee
principal with Kohlberg & Co., a private investmerdmpany, since 1995. He is also a director of €uiwns Corporation, Katy Industri
O’Charley’s, Inc. and Trex Company, Inc., all pehltheld companies.

RICHARD L. CROUCH , 60, was elected as a director on August 10, 2004.Crouch was a General Partner with the firn
PricewaterhouseCoopers LLP from 1979 to 2004, lmasarved as an Audit Partner principally assigregublic companies. He servec
various capacities for the firm, including serva®a regional accounting, auditing and SecuritiesExchange Commission (“SECSgrvice
consultant. He retired from the firm on July 2, 200

THOMAS W. GOLONSKI, 64, was selected to be a director on Februar@Q3 and was elected by our stockholders on AubRis2003
Mr. Golonski served as Chairman, President andf@&xecutive Officer of National City Bank of Penmggnia and Executive Vice Presid
of National City Corporation from 1996 to 2005. Hdired from National City in 2005. He is a directif several economic developm
organizations and active in other charitable andrftial organizations.

THOMAS G. GREIG, 59, was elected as a director on August 10, E@Bappointed as naxecutive Chairman of the Board in May 2(
Mr. Greig has been a Managing Director of Libergp@al Partners, a private equity partnership,esit®98. He is also a director of publicly-
held Rudolph Technologies, Inc., a number of palyaheld companies and a public, not-for-profitrfidation.

EDWARD A. NICHOLSON, PH.D., 67, was elected as a director on August 10, 2D@4Nicholson served as President of Robert M
University from 1989 to 2005 and is presently af@sor of Management at Robert Morris. He has seev@umber of businesses
government agencies as a consultant in the are&mngiange planning, organization design and labor icglat He is also a director
Brentwood Bank, publicly-held Shopsmith Inc. andesal regional economic, charitable and culturglbmizations.
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PART Il

Item 5. M ARKET FOR R EGISTRANT'S C OMMON E QuITY , R ELATED S TOCKHOLDER M ATTERS AND | SSUER P URCHASES OF E QuITY S
ECURITIES.

Common Stock Information:

The common stock is traded on NASDAQ under the /MBBOX” and has been assigned to the NASDAQ Global SelectAs o
March 31, 2007, 24,963,338 shares of the commark stere issued, of which 7,436,111 shares wereihdlgasury.

The following tablesets forth the quarterly high and low sale pricethe common stock as reported by the Nasdaq GlBblct Marke
during each of the Company’s fiscal quarters ingiddelow.

High Low
Fiscal 2007
1 stQuarter $ 54.0¢ ¢ 35.6¢
2 ndQuarter 43.3:2 36.51
3rdQuarter 46.6( 38.01
4 th Quarter 42 .6¢ 34.6¢
Fiscal 2006
1 stQuarter $ 37.9¢ ¢ 31.8¢
2 ndQuarter 45.9¢ 34.9:
3rdQuarter 50.4¢ 37.8:
4th Quarter 55.37 45,12

On August 7, 2007, the last reported sale pridh@itcommon stock was $39.62 per share.

Dividend Policy:

Cash dividends of $0.06 per share of common stasle weclared during each quarter during Fiscal 20072006. Dividends declared du
Fiscal 2007 were paid on July 14, 2006, October0B6, January 15, 2007 and April 16, 2007. Divitkedeclared during Fiscal 2006 w
paid on July 15, 2005, October 14, 2005, Januayy2086 and April 14, 2006. While the Company expdotcontinue to declare quarte
dividends, the payment of future dividends is & tliscretion of the Board and the timing and amairdany future dividends will depe
upon earnings, cash requirements and financial itondof the Company. Under the CompasySecond Amended and Restated C
Agreement dated January 24, 2005, as amended Feldiia?005 and March 28, 2006 (collectively, tigrédit Agreement”)the Company
permitted to pay dividends on and repurchase itsngon stock as long as no Event of Default or Paikbtefault (each as defined in -
Credit Agreement) occurs or is continuing.

Stockholders:
As of March 31, 2007, there were approximately 2,B@lders of record of the common stock.

Equity Plan Compensation Information:

The information required under Item 5 of Part lithis Form 10K is incorporated herein by reference to the infation set forth under tl
caption “Equity Plan Compensation Information” retProxy Statement.

Issuance of Unregistered Securities:

There were no issuances of unregistered secuditiesg the three month period ended March 31, 2007.

Issuer Purchases of Equity Securities:

Total Number of Maximum Number
Shares Purchase of Shares that May
as Part of Publicly Yet Be Purchase:
Total Number of Average Price Announced Plan: Under the Plans
Period Shares Purchase Paid per Share or Programs or Programs
December 31, 2006
to January 28, 20C -- ¢ = -- 1,063,94!
January 29, 2007
to February 25, 200 56 41.02 56 1,063,88
February 26, 2007
to March 31, 200 -- - - 1,063,88!

Total 56 $ 41.0z 56 1,063,88
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As of December 31, 2006, 1,063,945 shares werelaai under repurchase programs approved by therdBaad announced
November 20, 2003, August 12, 2004 and Novemb200d6.

The repurchase programs have no expiration dateapdograms were terminated prior to the full repase of the authorized amount.

Additional repurchases of common stock may ocoomftime to time depending upon factors such atiipanys cash flows and gene
market conditions. While the Company expects tainoe to repurchase shares of the common stocthéoforeseeable future, there cai
no assurance as to the timing or amount of sualircbpses. Under the Compasredit Agreement, the Company is permitted tairelpas
its common stock as long as no Event of DefauRatential Default (each as defined in the Credite®gnent) occurs or is continuing.

Performance Graph:

The graph below represents and compares the whlogigh March 31, 2007, of a hypothetical investira$5100 made on March 31, 20
in each of (i) the common stock, (ii) the S&P Sm@hp 600, (iii) the Nasdag Composite, (iv) the RiUISR000 and (v) a peer group
companies determined by the Company (the “Peer g3yoassuming the reinvestment of dividends in each.cHse Peer Group consists
CDW Corporation, Cisco Systems, Inc., Avaya Incortdl Networks Corporation, International Busindgachines Corporation a
Electronic Data Systems Corporation. The Peer Gwap added to the performance graph because thea&ynbelieves that, given
current mix of revenues generated from networkagthucture Or8ite services and products, the performance ofRber Group is a relevi
metric.
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Black Box Corporatiot $ 100.0( $ 61.3¢€ $ 111.1¢ $ 78.2i $ 101.1( $ 77.3¢
S&P Small Cap 60 100.0¢( 75.1¢ 117.6¢ 133.0¢ 165.0% 173.8:
NASDAQ Composite 100.0¢ 71.65 109.3: 109.9¢ 131.4¢ 138.2:
Russell 200( 100.0¢( 73.0¢ 119.6¢ 126.1: 158.7: 168.1:
Peer Grouj 100.0( 70.5¢ 105.8( 88.9: 93.67 106.6¢
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Iltem 6. SELECTED FINANCIAL DATA.

The following tables set forth certain selecteddrisal financial data for the Company for the pes indicated below (in thousands, ex
for per share amounts). This information shoulddassl in conjunction with the Company’s consoliddiadncial statements, “Management’
Discussion and Analysis of Financial Condition d&ekults of Operation,dnd the Notes to the Consolidated Financial Statésniaclude:
elsewhere in this report. The information preseritedhe following table has been adjusted to reéfthe restatement of the Compasy’
consolidated financial results which is more fullgscribed in Item 7. “ManagemestDiscussion and Analysis of Financial Conditiord
Results of Operation” and Note 3 of the Notes o @onsolidated Financial Statements within this+@0K. Data and Voice Services i
collectively be referred to as “On-Site serviceaetr share amounts may not total due to rounding.

Fiscal Year Ended March 31,
(As Restated  (As Restated (As Restated (As Restated

2007 200¢ 200t 200¢ 200:
Statements of Incom
Revenues
Hotline products $ 222,90 $ 213,94t $ 227,60. $ 237,87: $ 252,10!
On-Site service: 793,40° 507,38 307,47! 282,54( 352,91
Total 1,016,311 721,33! 535,07t 520,41 605,01
Cost of sales
Hotline products 113,78 108,22( 108,28: 112,94¢ 123,47(
On-Site service: 528,54 330,76! 211,86t 191,21: 242,70(
Total 642,32: 438,98! 320,14 304,16: 366,17(
Gross profit 373,98 282,35( 214,92¢ 216,25 238,84
Selling, general & administrative expen: 290,35! 216,91: 165,18( 149,00: 161,73!
Restructuring and other char¢ -- 5,29( 5,05¢ -- 6,53¢
Intangibles amortizatio 10,28¢ 4,99¢ 1,332 24€ 377
Operating income 73,34¢ 55,15( 43,35¢ 67,00:¢ 70,19¢
Interest expense (income), 1 18,40 9,12: 2,75k 1,80¢ 2,82¢
Other expenses (income), 1 42 36 11E 147 22¢
Income before provision for income tay 54,90( 45,99: 40,48¢ 65,04¢ 67,14«
Provision for income taxe 19,29 15,22 13,44 21,84¢ 25,05¢
Net income $ 3560¢ $ 30,77C $ 27,04¢  $ 43,20: $ 42,08¢
Basic earnings per she $ 2.0 $ 1.7¢ 8 158 $ 23t % 2.1
Diluted earnings per sha $ 2.0C $ 178 8 152 $ 23C $ 2.07
Dividends declared per common sh $ 024 $ 024 $ 02: $ 0.2C $ 0.1C
Balance Sheet Data (at end of perioc
Working capital(®) $ 117,05¢ $ 99,66¢ $ 108,94¢ $ 108,11t $ 118,59:
Total asset 1,090,09: 815,41 787,06: 631,01( 639,23:
Long-term debi 239,92¢ 122,67: 147,19¢ 35,173 49,45
Total debt 240,61: 123,72: 147,88t 36,23¢ 50,37¢
Stockholder’ equity 599,69¢ 552,99! 501,28¢ 517,29 506,92¢

(1) Working capital is computed as current assets snanurent liabilities
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The following tables reconcile selected histori@dncial data for the Company from the previoudported results to the restated result
fiscal years ended March 31, 2005, 2004 and 28@@Note 3 of the Notes to the Consolidated Financtate®nents for reference to
reconciliations for the fiscal year ended March 3206. All dollar amounts are in thousands, exgeptshare amounts. Per share am¢
may not total due to rounding.

Fiscal Year Ended March 31, 2005
As Previously

Reported Adjustment As Restatel
Statements of Incom
Revenues
Hotline products $ 227,60: $ == $ 227,60:
On-Site service! 307,47! -- 307,47!
Total 535,07t - 535,07t
Cost of sales
Hotline products 108,28: -- 108,28:
On-Site service! 211,86¢ -- 211,86¢
Total 320,14 - 320,14°
Gross profit 214,92¢ -- 214,92¢
Selling, general & administrative expen: 160,00: 5,17¢ 165,18
Restructuring and other char¢ 5,05¢ -- 5,05¢
Intangibles amortizatio 1,332 -- 1,33
Operating income 48,53¢ (5,179 43,35¢
Interest expense (income), | 2,75¢ -- 2,75¢
Other expenses (income), 1 11E -- 11¢E
Income before provision for income tay 45,66¢ (5,178 40,48¢
Provision for income taxe 15,75¢ (2,312 13,44
Net income & 29,91: $ (2,866 §  27,04¢
Basic earnings per she § 1.72 $ (017 § 1.5¢
Diluted earnings per sha $ 1.6¢ $ (0.16 & 1.52
Dividends declared per common sh § 0.2z $ - § 0.2z
Balance Sheet Data (at end of perioc
Working capital() $ 112,53 $ (3,587 $ 108,94t
Total asset 772,89( 14,17+ 787,06«
Long-term debt 147,19¢ -- 147,19¢
Total debt 147,88t - 147,88t
Stockholder equity @ 490,70: 10,587 501,28t

(1) Working capital is computed as current assets ninaent liabilities.

(@ The “Adjustment” to Stockholders’ equity for Fis@)05 includes a cumulative adjustment from Fid€84 through Fiscal 2005 for stock-
based compensation expense, of which $36,652 an@3gt was recorded to decrease Retained earnithmarease additional paid-
capital, respectively
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Fiscal Year Ended March 31, 2004
As Previously

Reported Adjustment As Restate(
Statements of Incom
Revenues
Hotline products $ 237,87. § = $ 237,87.
On-Site service: 282,54( - 282,54(
Total 520,41 - 520,41
Cost of sales
Hotline products 112,94¢ -- 112,94¢
On-Site service: 191,21: - 191,21.
Total 304,16: - 304,16:
Gross profit 216,25: -- 216,25:
Selling, general & administrative expen: 140,80! 8,19 149,00:
Restructuring and other char¢ - -- -
Intangibles amortizatio 24€ -- 24¢€
Operating income 75,20( (8,197 67,00:
Interest expense (income), 1 1,80¢ -- 1,80¢
Other expenses (income), 1 147 -- 147
Income before provision for income tay 73,24 (8,197 65,04¢
Provision for income taxe 26,00: (4,156 21,84¢
Net income $ 47,24 $ (4,04) § 43,20:
Basic earnings per she $ 2.6(C $ (0.22 $ 2.3¢
Diluted earnings per sha ¢ 2.52 $ (0.22 ¢ 2.3C
Dividends declared per common sh § 0.2C $ - § 0.2C
Balance Sheet Data (at end of perioc
Working capitall) $ 109,43: $ (1,315 $ 108,11t
Total asset 617,30: 13,70¢ 631,01(
Long-term debi 35,17 -- 35,17;
Total debt 36,23¢ - 36,23¢
Stockholder' equity @ 504,90« 12,39: 517,29

(1) Working capital is computed as current assets minaent liabilities.

@) The “Adjustment” to Stockholders’ equity for Fis@)04 includes a cumulative adjustment from Fid@84 through Fiscal 2004 for stock-
based compensation expense, of which $33,786 a®d #2 was recorded to decrease Retained earnimhmarease Additional paioh
capital, respectively
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Fiscal Year Ended March 31, 2003
As Previously

Reported Adjustment As Restate(
Statements of Incom
Revenues
Hotline products ¢ 252,10 § = $ 252,10
On-Site service: 352,91. - 352,91.
Total 605,01° - 605,01
Cost of sales
Hotline products 123,47( -- 123,47(
On-Site service: 242,70( - 242,70(
Total 366,17( - 366,17(
Gross profit 238,84° -- 238,84
Selling, general & administrative expen: 152,80¢ 8,921 161,73!
Restructuring and other char¢ 6,53¢ -- 6,53¢
Intangibles amortizatio 377 -- 377
Operating income 79,12¢ (8,927 70,19¢
Interest expense (income), 1 2,82¢ -- 2,82¢
Other expenses (income), 1 22¢ -- 22¢
Income before provision for income tay 76,071 (8,927 67,14«
Provision for income taxe 27,38¢ (2,328 25,05¢
Net income $ 48,68¢ $ (6,599 §  42,08¢
Basic earnings per she $ 2.4¢€ $ (033 $ 2.1
Diluted earnings per sha ¢ 2.3¢ $ (0.32 ¢ 2.07
Dividends declared per common sh § 0.1C $ - § 0.1C
Balance Sheet Data (at end of perioc
Working capitall) $ 118,59 $ - $ 118,59:
Total asset 626,72¢ 12,50¢ 639,23:
Long-term debi 49,45 -- 49,45:
Total debt 50,37¢ - 50,37¢
Stockholder equity @ 494,42, 12,50 506,92t

(1) Working capital is computed as current assets minaent liabilities.

@) The “Adjustment” to Stockholder€quity for the Fiscal 2003 includes a cumulativpusitnent from Fiscal 1994 through Fiscal 200:
stockbased compensation expense, of which $29,745 ap®4®l was recorded to decrease Retained earninhinarease Addition
paic-in capital, respectively
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Item 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

The discussion and analysis set forth below in thigkem 7 for the fiscal year ended March 31, 2006 ah2005 has been amended
reflect the Restatement as described in the Explat@y Note and in Note 3 of the Notes to the Consdlted Financial Statements. Fc
this reason, the data set forth in this section magot be comparable to discussions and data in theotpany’s previouslyfiled Annual
Reports on Form 10-K . All dollar amounts are presated in thousands unless otherwise noted.

Restatement through March 31, 20(

Background

On November 13, 2006, Black Box received a letfenfmrmal inquiry from the Enforcement Division ttie SEC relating to the Compasy’
stock option practices from January 1, 1997 to e@mesAs a result, the Audit Committee, with theistamice of outside legal coun:
commenced an independent review of the Compahistorical stock option grant practices and eslaaccounting for stock option gra
during the Review Period.

On February 1, 2007, the Company announced thale Wie review of option grant practices was cauitig, it believed that it would need
record additional non-cash charges for stbaked compensation expense relating to certaik stotion grants and, accordingly, cautio
investors about relying on its historical financshtements until the Company could determine we&tttainty whether a restatement woule
required and, if so, the extent of any such restate and the periods affected.

On March 19, 2007, although the Audit Committee hatlyet completed its review, the Audit Committamcluded that the exercise prict
certain stock option grants differed from the faiarket value of the underlying shares on the apmtpmeasurement date. At that time,
Company and the Audit Committee announced thatai wurrently expected that the Company’s additiowad-cash, préax charges f
stockbased compensation expense relating to certaik sigiion grants would approximate $63 million foetReview Period. In additic
the Company and the Audit Committee concluded ti@iCompany would need to restate its previoisdyed financial statements contai
in reports previously filed by the Company with tBEC. Accordingly, on March 19, 2007, the Compang the Audit Committee conclud
that the Company’s previousigsued financial statements and other historiga@rcial information and related disclosures for Review
Period, including applicable reports of its currentformer independent registered public accountimgs and related press releases, st
not be relied upon.

On May 25, 2007, the Company was advised by therEafment Division of the SEC that a Formal OrdePotate Investigation arising ¢
of the Company’s stock option practices had be¢ered and on May 29, 2007 the Company receivedpomna that was issued by the SEC.

On May 31, 2007, the Company announced that, &swtrof the ongoing review of stock option praesicCompany management and
Audit Committee expected that the Company’s add#icon-cash, pre-tax charges for stbelsed compensation expense relating to ci
stock option grants would approximate $70 million the Review Period.

Findings of the Audit Committee

During the Review Period, the Company granted stgations pursuant to an employee stock option plach a director stock option plar
acquire approximately 10.9 million shares of commnstotk. Such plans at all relevant times providedoption grants to be approved t
designated committee of n@mployee directors or, in the case of the direstock option plan, by the Board. Approximately 2 08ocl
option grants were awarded during the Review Penwidl 69 recorded grant dates. No stock optionsehasen granted since Septem
2006. The Audit Committee reviewed all stock opsigmanted during the Review Period, including aptpants to the Comparsydirectors
officers and rank and file employees (includingngsato new employees, grants awarded in conneatitmnCompany acquisitions and gra
made as individual or group performance awardsg. Athdit Committee’s review of the Compasystock option granting practices include
comprehensive examination of reasonably availaddkvant physical and electronic documents as veelherviews with current and forn
directors, officers and Company personnel.

The Audit Committee’s review was initially focused determining whether the Compasiyprior stock option granting practices wer
compliance with the plangjranting provisions and applicable law or calletbiquestion its accounting for such options. Oriceecam
evident that such issues and accounting implicatiexisted, the inquiry focused on those matteressny: to determine whether .
accounting charges were material and whether atessént of the Company’s previoussued financial statements would be require
establish a basis for effecting any required restent; to assure that, on as timely a basis ashpmsthe Company could file any requi
curative disclosures with the SEC and assure itfirueed eligibility for listing on
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NASDAQ; and to provide an informed basis for then@any's response to the identified issues, including gggate corrective and remec
actions.

The following information summarizes certain of firings of the Audit Committee. The findings idiéied approximately $71.5 million
unrecorded expense at the time of grante(, the difference between the fair market value ki tommon stock on the appropr
measurement date and the stated exercise pricedf derfeitures, during the Review Period, of whi&70.0 million was recorded in 1
Companys consolidated financial statements through Mafch2006 and $1.5 million of unrecorded expensehattime of grant will b
included, beginning at April 1, 2006, in the Comgancomputation of compensation expense in accordaitbeSFAS 123(R). The followir
summarizes the unrecorded expense at the timeanf y time period and category of recipient:

. $4.2 million for the period from Fiscal 1993 throuBlscal 1997 ($0.2 million for directors, $2.5 rah for officers and $1.5 millic
for rank and file employee:

. $45.6 million for the period from Fiscal 1998 thrdugugust 2002 ($1.1 million for directors, $25.7lran for officers an
$18.7 million for rank and file employee

. $21.8 million for the period from August 2002 to theesent ($0.04 million for directors, $0.6 milliéor officers and $21.1 millic
for rank and file employee:

The Audit Committee’s additional key findings atersnarized below:

Lack of Adequate Documentation: For a majority of grants issued by the Company niuithe Review Period, there is either n
inadequate documentation of approval actions thtisfees the requisites for establishing a measargndate under APB 25. Of the
recorded grant dates, there are documented appaotiahs by the Board or the Option or Compensafiommittee with respect to partict
grants for 12 dates. In the period December, 1693dy, 1996, neither the minutes of the Compensdafiommittee nor of the Board refl
any action to approve specific grants. In someamsts, evidence of single director (the chairmath@fCompensation Committee) apprt
actions exists. This absence of remployee director level documentation also appbes majority of grants with a recorded grant d#te!
1996. In some cases, Compensation Committee micotgain a reference to reports on the statuseobfiion pool but do not document
action to approve specific grants. Approval docutaton for certain grants has internal inconsisiehor conflicts with other docume
thereby rendering this documentation unreliabla basis for establishing a measurement date. I s@ases, the only existing documente
is the executed option agreement and/or the effittyeooption grant into the option database. Ndtstanding these approval documente
inadequacies, the Company entered into option aggets with grantees and has honored such grants.

Grant Approvals : During the Review Period, relatively few option gi@were approved in complete compliance with then@anys stocl
option plans. Available documentation reflects tthet Company approved option grants in a varietways. With respect to the emplo
stock option plan, grants were approved by the Gomsation Committee as contemplated by the plam@buws times, by the full Board
1998 and 1999, by a single director (the chairmiithe Compensation Committee) on nine recordedtgdates during the period 1¢
through 2001 and by the CompasyCEO at various times. With respect to the direstock option plan, grants were generally appradvy
the designated Board committee and, in a few cdsethe chairman of the Compensation Committeeorla instance in 2000, there is
conclusive documentary evidence of the approvdireictor grants other than the signed directorampéigreements.

The delegation of authority by the Compensation @ittee to the CEO with respect to grants to ran#t file employees was not fu
documented. However, there was an understood areped practice between the CEO and the Compendatmmittee whereby the Ci
made certain awards to individual employees. Inesamstances, this involved the allocation amond rand file employees of blocks
shares approved by the Compensation Committe@rée t(3) such instances, the number of sharesaitignawarded pursuant to this proc
exceeded the approved size of the block, whichagagrary to the understanding of the Compensatiomi@ittee members. Further, cont
to the understanding of the Compensation Commitiembers, the award and/or documentation of thadigitlual grants often significant
lagged the approval of the block grant. In Augu3®® the Compensation Committee specifically ackedged a prior grant of delega
authority to the CEO to make option grants to rand file employees and ratified all prior awardstiy CEO. In some cases, document:
of approval action is either inconclusive or migsiand the Company therefore has been unable ¢ondiee what entity or person actui
approved specific grants.

Option Pricing : The recorded grant dates for a majority of gramts ot match the applicable measurement dates asnaed under AP
25. The grants of options with exercise prices lotlian the fair market values of the stock on ttte@a measurement dates did not satisf
fair market pricing requirement in the Company’arnd, as amended in 1998, and were not consistédntlve Company disclosures in SE
filings stating that the exercise price of optioves equal to the fair market value of the stockhendate of the grant.
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The relationship between the stated exercise pfiaptions and the fair market value of the Comparsfock on the date of the identifia
approval actions varied from grant to grant. In earases, the exercise price of grants reflecteéathenarket value of the underlying she
on the date of any documented approval actiontharccases, the exercise prices reflected therfaiket value of the underlying shares 1
date either prior or subsequent to any such doctedeapproval action and the exercise price wasHakan the fair market value on the ¢
of any such action. In several such cases beforgugtl2002, the use of such grant dates and lowercise prices (together with ot
available evidence) supports a finding that theoméed grant dates and corresponding exercise pviegs selected with the benefit
hindsight. For certain grants where the mismatdivéen the recorded grant date and the approvalrastas only a matter of days, howe
the mismatch appears to have been attributableatzurate recording or administrative delays. mesgases, the apparent approval actio
not identify all grantees; for example, there a@ses where a block grant was approved subjectldteadetermination of individual gre
recipients and grants were recorded with a gratd, @and corresponding exercise price, that matthedlate of the apparent approval of
block grant and the fair market value of the comrstartk on that date although individual grant regis may have been identified some 1
after approval of the block grant. Finally, in soweses, the approval action for specific grantsosadequately documented. Where
recorded grant date did not satisfy the requidibesa measurement date under APB 25, the Compdigdren default methodologies
determine an appropriate measurement date.

Internal Controls : As outlined above, the Compasyhistorical administration of its options progrénked discipline as it relates to pra
adherence to the plan requirements, corporatedkeeping and documentation. Since November 2008eter, the Company has prop
administered the stock option program as it reladesvards to directors and officers. During theestigation, the Company identified con
gaps related to grants made throughout the Reviesiod®® As of March 31, 2007, the Company implemeéradditional procedures to
process that are focused on formalized documentafiappropriate approvals and determination ohgr@rms to employees.

Procedural and Remedial Actions

The Audit Committee and other relevant Board corteeg are committed to a continued review and imetgation of procedur
enhancements and remedial actions in light of ¢hegoing findings. Consistent with its obligatianact in the best interests of the Comg
taking into account all relevant facts and circianses, the Audit Committee is continuing to assiessappropriateness of a broad rang
possible procedural enhancements and potentialdiehmaeasures in light of the findings of its ravie

While the Audit Committee has not completed its sideration of all such steps, procedural enhancesm@ay include recommendatic
regarding improved stock option administration gderes and controls, training and monitoring coarme with those procedures, corpc
recordkeeping, corporate risk assessment, evatuafithe internal compliance environment and otkeredial steps that may be appropriate.

Any such procedural enhancements will be recomnebriethe Audit Committee to the Board and/or appedp Board committee f
adoption. In advance of action by the Audit Comedttas noted above, the Company has implementéibadtprocedures to its process
approving stock option grants that are focused amaélized documentation of appropriate approval$ determination of grant terms
employees.

In light of the findings of the Audit Committee’review, William F. Andrews, Thomas W. Golonskidafhomas G. Greig, three curr
directors who also served during portions of thei®e Period and who hold options as to which theasneement date was adjuste:
connection with the Compars/restatement, agreed voluntarily to reprice tlmgstanding options with a recorded exercise géss than tr
fair market value of the common stock on the actiogmrmeasurement date as determined by the Auditrlitee so that the exercise pi
matches the fair market value of the common statkuwch accounting measurement date. In additionh&&l McAndrew, who became
Companys CFO in December, 2002, also agreed voluntarilsepyice the one option granted to him after heabrec CFO with a record
exercise price less than the fair market valugnefdommon stock on the accounting measuremenidaletermined by the Audit Commit
so that the exercise price matches the fair masdete of the common stock on such accounting measemt date.

The Audit Committees ongoing review includes an evaluation of the afland possible claims or other remedial actiayesrest current ar
former Company personnel who may be found to hagerbsponsibility for identified problems duringtReview Period. Accordingly, t
Audit Committee has begun to address and is addgessid expects to continue to address issuesdifidual conduct or responsibilit
including those of the Board, CEOs and CFOs serdining the Review Period. In connection therewlithsed on the findings of the At
Committee as to Fred C. Young, the Companiormer CEO who resigned on May 20, 2007, the A@bmmittee concluded a
recommended to the Board, and the Board determihatMr. Young could have been terminated duedasg for Termination (as definec
his agreement dated May 11, 2004) at the time Mung resigned as a director and officer of the Camgpon May 20, 2007. In light of tf
determination and the terms of the agreements MithYoung, all outstanding stock options held by. Moung terminated as of the date
his resignation.

The Audit Committee may recommend additional remleglieasures that appropriately address the issisedrby its findings. Such poten
remedial measures may include an evaluation ofdleeof and possible claims or other remedial astiagainst current and former Compg
personnel who may be found to have been resporfsibidentified problems during the Review Period.
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Restatement Methodologies

As of April 1, 2006, the Company adopted SFAS 123(Bng the modified prospective transition methbader this transition methc
compensation expense is to be recognized for alledgfased compensation awards granted after the daddapition and for all unvest
awards existing on the date of adoption. Prior pilAlL, 2006, the Company accounted for stbelsed compensation awards to direc
officers and rank and file employees using theirisic value method in accordance with APB 25 aswadld under SFAS 123. Under
intrinsic value method, no shabased compensation expense related to stock optiamsequired to be recognized if the exercisespoicthe
stock option was at least equal to the fair maviahie of the common stock on the “measurement’dAfB 25 defines the measurement |
as the first date on which are known both (1) thmber of shares that an individual grant recipisr@ntitied to receive and (2) the optiot
purchase price, if any.

In light of the Audit Committee’s review of the Cpamy’s stock option granting practices during the Revitariod and as to those case
which the Company previously used a recorded gilate as the measurement date that the Companyniieter could no longer be reli
upon, the Company has developed and applied thenioly methodologies to remeasure those stock ogirants and record the relev
charges in accordance with APB 25 by considerirgftfiowing sources of information: (i) meeting ratas of the Board and of committ
thereof and related materials, (i) Unanimous WntConsents of the Board and of committees the(edfcreate date, (iv) relevant em
correspondence reflecting stock option grant apgractions, (v) individual stock option agreemesntsl related materials, (vi) employee
Board offer letters, (vii) documents relating tajaisitions, (viii) reports on Form 4 filed with tf®EC and (ix) guidance of the Office of
Chief Accountant of the SEC on stock option matéerset forth in its letter dated September 196200

Grants with Appropriate Committee ApprovalWith respect to grants of approximately 1.0 roillishares, or approximately 9% of the 1
grants in the Review Period, the Company has eveléa support the approval of the grant under tbeksoption plans by the relevi
committee of the Board, and such evidence inclutilesnumber of options each individual was entiledeceive and the option pri
However, the relationship between these documeapguioval actions and the originallgeorded grant dates and exercise prices fc
options so approved varied during the Review Petindome cases, grants were recorded with a getetand a corresponding exercise |
that matched the date of the approval action oevegherwise consistent with the terms of the apgraction. In other cases, however,
recorded grant dates and corresponding exercisespoif the grants reflected the fair market valiugn® common stock on a date prior to
committees documented approval actions. The Company hastedsthe compensation expense for stock optiontgregiating ti
approximately 0.4 million shares of common stockusyng the date of the documented approval actioth@ measurement date. The
additional non-cash, prax charge for these grants is approximately $1lm net of forfeitures, amortized over the appriate vestin
period through March 31, 2006, of which $0.07 millirelates to director options, $1.3 million retate officer options and $0.4 milli
relates to rank and file employee options.

Grants with Other Approvals With respect to grants of approximately 1.9 roillishares, or approximately 18% of the total gramtthe
Review Period, the Company has evidence to supiperapproval of the grant by the Board, an outdidector or the Companyg’CEO an
the identification of the number of options eactiividual was entitled to receive together with tption price. These grants are distinguis
from the grants described in the prior paragrapthat the nature of the approval was not fully dstesit with the terms of the relevant st
option plan. As with the grants discussed in theceding paragraph, the relationship between thesengented approval actions and
originally-recorded grant dates and exercise prices for thenspso approved varied during the Review Perindsome cases, grants w
recorded with a grant date and a correspondingceseeprice that matched the date of the approvaraor were otherwise consistent with
terms of the approval action. In other cases, hewedte recorded grant dates and correspondingisggurices of the grants reflected the
market value of the Compargystock on a date prior to the approval action. Thenpany has restated the compensation expenstofck
option grants relating to approximately 1.6 millishares of common stock by using the date of theumented approval action as
measurement date. The total additional non-cashfgrcharge for these grants is approximately $7.6 omllinet of forfeitures, amortiz
over the appropriate vesting period through Marth2006, of which $0.5 million relates to directmptions, $2.6 million relates to offic
options and $4.5 million relates to rank and filepdoyee options.

Grants Lacking Adequate DocumentationWith respect to grants of approximately 7.9 miilishares (5.0 million shares to rank and
employees), or 73.0% of the total grants in thei®eweriod, the Company has been unable to lockgquate documentation of apprc
actions that would satisfy the requisites for a sneament date under APB 25. For these grants, mamag considered all available reley
information to form a reasonable conclusion asht most reasonable measurement date. For all gratités category, the Company |
established default methodologies for determiniegrhost appropriate measurement date under APB 25.

With respect to grants entered into the Compsusydck option database after September 9, 1998n wte database began to reflect a ¢
date which is the date on which a grant was entirtedthe system, the Company has determined taheséndividual create date for e:
grant as the APB 25 measurement date, which wamst cases different from the originaligeorded grant date. The Company believes
this create date is the most appropriate methoglologhe absence of sufficient evidence of appreval these grants as it represents
earliest point in time at which the evidence sholat all requisites for the establishment of theasueement date had been satisfied.
create dates preceded, often by a significant atmafuime, the execution of stock option
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agreements, which, generally, were manually signethe Company CEO and manually signed and dated by the grahtesddition, ir
almost all cases, a grant entered into the datalvélsieh established the create date, ultimatelylted in the creation of a stock opt
agreement reflecting such grant. Accordingly, wialecution of the stock option agreements constitwit clear acknowledgement by
grantee and the Company of the grargdegal entitlement to the grant, the Company keldahe create date more accurately reflects tte
of approval than does the signed option agreenTdr@.Company has restated the compensation expensgotk option grants relating
approximately 4.2 million shares of common stockusyng the create date as the measurement dateofhedditional non-cash, ptax
charge for these grants is approximately $49.8anillnet of forfeitures, amortized over the appiatgr vesting period through March
2006, of which $0.5 million relates to director iopis, $17.2 million relates to officer options afid2.2 million relates to rank and 1
employee options. The Compasyprocedures for evaluating the appropriatenesnessurement dates fixed with reference to suchta
dates included a sensitivity analysis which proglidae understanding of the differences betweendd#ianal recorded charge for stobkse:
compensation expense and the charges that woullt femm using other identified alternative methdds determining measurement da
The Companys sensitivity analysis included identifying the ganof potential grant dates defined by the recogiaat date and the cre
date for each grant. The Company then identifiedalv and high closing prices of the common stodkiw that range of potential grant de
and applied both the low and high closing pricethefcommon stock to the number of shares gramtedliich the create date methodol
was utilized to determine the range of potentiqisthents to stockased compensation expense for these grants, wiis!$0.09 million t
$73.8 million, net of forfeitures, as comparedhe tdditional non-cash, ptax charge for these grants of approximately $48IBon, net o
forfeitures, included in the Restatement.

For options entered into the Compasnyption database before September 9, 1999, thep@ondetermined the measurement date gen
by reference to signed option agreements (or tremed signature date for certain options as disdubséow). The executed opti
agreements (hereinafter “signed option agreememnsijhually signed by the CompasyCEO and manually sighed and dated by the gr:
constituted an acknowledgement by the grantee hedCompany of the grantselegal entittement to the grant and, in the absenl
authoritative information as to when all the redges for the establishment of the measurement Hatk been satisfied, provide:
measurement date framework based on entitlememt.Cdmpany has restated the compensation expensofide option grants relating
approximately 1.4 million shares of common stockulsing the signed option agreements as the measutatate. The total additional non-
cash, preax charge for these grants is approximately $6ldom net of forfeitures, amortized over the appriate vesting period throu
March 31, 2006, of which $0.3 million relates toeditor options, $3.6 million relates to officer impis and $2.5 million relates to rank and
employee options. The Company believes this metloggiovas the most appropriate in the absence dicarit evidence of approvals |
these grants as it represents the earliest poititnim at which the evidence shows that all regessfor the establishment of the measure
date had been satisfied for these grants. The Cuoyhparocedures for evaluating the appropriatenessiedsurement dates fixed w
reference to the dating of signed option agreemiantsded a sensitivity analysis which providedusmerstanding of the differences betw
the additional recorded charge for stddsed compensation expense and the charges thit esult from using other identified alterna
methods for determining measurement dates. The @oygsensitivity analysis included identifying the garof potential grant dates defit
by the recorded grant date and the date of theegansignature on the stock option agreement for gaght. The Company then identif
the low and high closing prices of the common stwitkin that range of potential grant dates andiadoth the low and high closing prit
of the common stock to the number of shares graotedhich the signed option agreements methodolegy utilized to determine the rai
of potential adjustments to stoblased compensation expense for these grants, wiast$0.03 million to $9.6 million, net of forfeies, a
compared to the additional non-cash, fae-charge for these grants of approximately $6lHom, net of forfeitures, included in tl
Restatement.

In those cases where no reliably-dated signed mptipeement could be located and where no eptember 9, 1999 create date exists (:
option grants totaling approximately 0.9 millionasés), the Company used the average period betreeended grant date and date of
signatures on all other grantee signed option ageeés with the same grant date as the measureratmtkbr example, if there were f
stock option grants with a grant date of Januard@B6, the Company had the signed option agreen@ntiree of these stock option gre
and the average number of days between the graetata the signature dates of these three signgdnopgreements was 20 d:
January 21, 1996 was used as the measurementoddte fgrant for which no signed option agreementict be located. The Company
restated the compensation expense for stock ogtiants relating to approximately 0.7 million shasécommon stock using thisaverag
days to sign agreement” method. The total additiopa-cash, preéax charge for these grants is approximately $4ldom, net of forfeitures
amortized over the appropriate vesting period tghollarch 31, 2006, of which $0.06 million relatesdirector options, $4.2 million rela:
to officer options and $0.2 million relates to raamnkd file employee options. The Company believesritethodology was the most appropi
in the absence of sufficient evidence of approf@shese grants because it gives a reasonablexipmtion of the measurement date rel
to these options in light of the available evideribee Company conducted a sensitivity analysisdmpgaring the Compang’current defat
methodology (.e., “average days to sign agreememtijh another default methodology. For this analyie Company identified the rar
of potential grant dates defined by the earlieghail option agreement and the latest signed optipeement. The Company then identi
the low and high closing prices of the common stoedr the range of potential grant dates and agplgeh the low and high closing price:
the common stock to the number of shares grantetktirmine the range of potential adjustments dokdbased compensation expense
these grants, which was $2.6 million to $5.9 millimet of forfeitures. The Company’s analyses iatticthat stockased compensati
expense computed using other identified alternatafault methodologies would not materially diffesm stockbased compensation expe
computed using the “average days to sign agreemmethodology. The Compars/’procedures for evaluating the appropriatene
measurement dates fixed with reference to the geedlays to sign agreements also
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included a sensitivity analysis which provided arderstanding of the differences between the additioecorded charge for stoblase!
compensation expense and the charges that woullt fesm using other identified alternative methdds determining measurement da
The Companys sensitivity analysis included identifying the ganof potential grant dates defined by the recograat date and the aver:
days to sign agreement for each grant. The Comffenyidentified the low and high closing pricestsd common stock within that range
potential grant dates and applied both the low leigt closing prices of the common stock to the nemdf shares granted to determine
range of potential adjustments to stdmdsed compensation expense for these grants, wiesh $0.03 million to $6.1 million, net
forfeitures, as compared to the additional non-cpsitax charge for these grants of approximately $4ldom, net of forfeitures, included
the Restatement.

Given the volatility of the common stock during rhuaf the Review Period, the use of methodologies mpasurement dates different fi
those described above could have resulted in ahighlower cumulative compensation expense whichlevhave caused net income or

to be different from the amounts reported in thgtated consolidated financial statements. The Cagipgprocedures for evaluating
appropriateness of measurement dates fixed usieagdéfiault methodologies described above also iedua sensitivity analysis whi
provided an understanding of the differences beatwibe additional recorded charge for stelsed compensation expense and the cf
that would result from using other identified altative methods for determining measurement datke. Jompanys sensitivity analys
included identifying the range of potential graates defined by the recorded grant date and theppate measurement date for each g
The Company then identified the low and high clgsinices of the common stock within that range ateptial grant dates and applied
the low and high closing prices of the common stiocthe number of shares granted to determineahger of potential adjustments to stock-
based compensation expense for these grants, wiast$9.3 million to $99.3 million, net of forfeies, as compared to the additional non-
cash, pre-tax charge for these grants of approeimn&70.0 million, net of forfeitures, includedtine Restatement.

Other adjustments through March 31, 2006

From 1994 through 1998, the Company did not prgpadcount for stock options for one officer thatrevenodified after the grant di
pursuant to a separation agreement. Some of theddications were not identified in the Compasijinancial reporting processes and v
therefore not properly reflected in its financigatements. As a result, the Company has recordednacash charge for stotlase:
compensation of $1.0 million during Fiscal 1999.

Summary

In summary, the Company recorded cumulative noh-cdmrges for stockased compensation of $70.9 million through Marth 2006
offset in part by a cumulative income tax benefi$a7.7 million, for a total aftetax charge of $43.2 million. These charges hadwmact ol
net sales or cash and cash equivalents as preyimmbrted in the Comparg/financial statements; as a result, no changésete items a
reflected in the Restatement. Non-cash chargestéakbased compensation expense have been recordejlisisremhts to Selling, general
administrative expenses within the Company’s Cadatdéd Statements of Income.

1Q07 and 2Q07 Restatement

Stockbased compensation expense

In addition to the Restatement noted above thrddgich 31, 2006, the Company has recorded additinoatcash charges for stoblse!
compensation during the first and second quartefaszal 2007 of $1.6 million and $2.2 million, pesctively, offset in part by income |
benefits of $0.6 million and $0.8 million, respeelly, or total aftetax charges of $1.0 million and $1.4 million, resipeely. This charge wi
recorded to reflect additional non-cash, stbelsed compensation expense recognized under theafaé method (SFAS 123(R)) because
exercise price for certain stock option grantspiag but not vested as of March 31, 2006, diffefreth the fair market value of the underly
shares on the appropriate measurement date, sowtg@adf occurred during Fiscal 2007.

Accounting for derivatives

On July 26, 2006, the Company entered into anéstaiate swap to reduce its exposure from fluatgatiterest rates. SFAS 133 requires
all derivative instruments be recorded on the ldasheet as either an asset or liability measurdaea fair value, and that changes in
derivatives’fair value be recognized currently in earnings sslspecific hedge accounting criteria are met. Hraraption of the hedge, t
Company had applied a method of cash flow hedgeusting under SFAS 133 to account for the interatst swap that allowed the Comp
to assume no ineffectiveness in such agreemerlisg ¢the “short-cut” method.

Subsequently, the Company analyzed its eligibftitythe “short-cut’method in light of certain clarifications delivereg the Office of th
Chief Accountant of the SEC, and determined tlsatniterest rate swap did not qualify for the “skart” method under SFAS 133 beca
certain prepayment features relating to the undeglpctual debt were not identical to those comtaiim the interest rate swap. Becaust
Company’s documentation at hedge inception refte¢he “short-cut” method rather than the “long-Hamethod for determining hed
ineffectiveness, the derivative did not meet tliuneements for a cash flow hedge. Documentatiorifer‘long-haul’method of accounting
hedge inception cannot be retrospectively appliettu SFAS 133. Therefore, fluctuations
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in the interest rate swap’s fair value should hiagen recorded through the Compan@€onsolidated Statements of Income instead otith
OCI, which is a component of Stockholdeegjuity. The adjustment for the second quarter s€di2007 will decrease reported net inc
and increase OCI by approximately $1.4 million.sTbhange in accounting for this derivative instratmeuld result in significant volatili
in the Companys reported net income and earnings per share dircteases and decreases in the fair value ofritezeist rate swa
However, the derivative instrument remains hightieaive and the change in accounting for this #ive instrument does not imp
operating cash flows or total Stockholders’ equity.

The table below reflects the impact of the adddiamon-cash charges for stock-based compensatjpensg and the natash charge relat
to the interest rate swap on the Compargonsolidated Statements of Income, includingctireesponding cumulative adjustment to Retz
earnings as of September 30, 2006 and March 315, ZD5, 2004 and 2003 on the Compang@onsolidated Balance Sheets. Prior to
Restatement, the Company had not recorded any asingtocksased compensation expense in its Consolidatedrs¢ats of Income wi
the exception of $0.7 million recorded during theeand quarter of Fiscal 2005 for a modificationaoprevious stock option award fo
retiring director. All dollar amounts are presentedhousands except per share amounts. Per simangnés may not total due to rounding.

(As Adjust- (As (As
Previously Adjust- Income ment, (As Previously Restated
Reported) ment, Tax Net of Restated Reported) Adjust- Diluted
Net Income Pre-Tax Benefit Tax Net Income Diluted EPS ment EPS
FY 94 $ 13,37( $ 43 $ (29) $ 24 $  13,34¢ $ 0.8t $ <= $ 0.8t
FY 95 14,51¢ 461 (144, 317 14,19¢ 0.8¢ 0.02; 0.87
FY 96 18,27¢ 40€ (151, 25E 18,02: 1.1C (0.01; 1.0¢
FY 97 24,79: 1,17 (456, 71€ 24,07¢ 1.4C (0.04; 1.3¢
FY 98 32,40 3,69t (1,393 2,202 30,20: 1.7¢ 0.12; 1.67
FY 99 38,14t 4,50¢ (1,732 2,77¢ 35,37: 2.0¢ (0.15; 1.94
FY 00 48,85: 5,77¢ (2,209 3,56¢ 45,28 2.6C (0.19; 241
FY 01 64,19( 10,29( (3,953 6,331 57,85! 3.22 (0.32] 2.9C
FY 02 62,042 ALIL B3R (4,381 6,952 55,09( 2.97 (0.33 2.64
FY 03 48,68t 8,921 (2,328 6,59¢ 42,08t¢ 2.3¢ (0.32 2.07
Cumulative $ 365,27 $ 46,51 $ (16,766 $ 29,74t $ 335,52¢ $ 19.2¢ $ (1.52; $ 17.7%
03/31/03
FY 04 47,24 8,197 (4,156 4,041 43,20: 2.52 (0.22 2.3C
Cumulative $ 412,51¢ $ 54,70¢ $ (20,922 $ 33,78¢ $ 378,73( $ 21.8C $ 1.73; $ 20.07
03/31/04
FY 05 29,91: 5,17¢ (2,312 2,86¢ 27,04¢ 1.6¢ (0.16 1.52
Cumulative $ 442,42¢ $ 59,88¢ $ (23,234 $ 36,65: $ 405,77t $ 23.4¢ $ (1.89; $ 21.5¢
03/31/05
1Q06 7,394 1,12( (442, 67¢ 6,71¢ 0.4 (0.04 0.3¢
2Q06 12,791 1,12¢ (444, 682 12,11¢ 0.7¢4 (0.04; 0.7¢C
3Q06 12,511 2,431 (959, 1,47 11,03¢ 0.7¢C (0.08 0.6z
4Q06 4,65¢€ 6,36¢ (2,612 3,75¢ 90C 0.2€ 0.21 0.0t
FY 06 $ 37,35¢ $ 11,04t $ (4,457 $ 6,58¢ $ 30,77( $ 213 $ (0.37, $ 1.7¢
Cumulative $ 479,78t $ 70,93 $ (27,691 $ 43,24 $ 436,54t $ 25.61 $ (2.26; $ 23.3¢
03/31/06
1Q07 7,807 1,62¢ (635, 994 6,81¢ 0.4 (0.06; 0.37
2Q07 13,07¢ 2,21( (806, 1,404 11,67¢ 0.7¢4 (0.08 0.6€
2QYTDO7 $ 20,88¢ $ 3,83¢ $ (1,441 $ 2,39¢ $  18,48¢ $ 1.1€ $ (0.14 $ 1.04
Cumulative $ 500,67: $  74,77( $ (29,132 $  45,63¢ $ 455,03 $ 26.7¢ $ (2.39; $ 24.3¢
09/30/06
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Income Tax Considerations

In the course of the investigation, the Compangmeined that a number of officers may have exeticegations for which the application
Section 162(m) of the Code may apply. It is possthht these options will be treated as having lpganted at less than fair market value
federal income tax purposes because the Compaoyréutly applied the measurement date as definédPid 25. If such options are deen
to have been granted at less than fair market yplusuant to Section 162(m), any compensatiorfficess, including proceeds from optic
exercised in any given tax year, in excess of #iillon will be disallowed as a deduction for taurposes. The Company estimates tha
potential tax effected liability for any such disated Section 162(m) deduction would approximats $8illion, which has been recorded
current liability within Income taxes within the @panys Consolidated Balance Sheets. The Company mayraisointerest and penaltie:
it were to incur any such tax liability, which cdube material.

In addition, the Company is considering the apfiticaof Section 409A to those options for whiclnitorrectly applied the measurement
as defined in APB 25. It is possible that theseomst will be treated as having been granted attlems fair market value for federal inco
tax purposes and thus subject to Section 409A. Aliagly, the Company may adopt measures to addnesapplication of Section 409A. T
Company does not currently know what impact Sec68A will have, or any such measures, if adopteduld have, on its results
operations, financial position or cash flows, altgb such impact could be material.

Expenses Incurred by the Company

The Company has incurred expenses for legal feg@ex=®rnal audit firm fees, in excess of its insgedeductible of $0.5 million, in Fis
2007, in relation to (i) the Audit Committee’s rewi of the Company historical stock option practices and relatedanting for stock optic
grants, (ii) the informal inquiry and formal ordef investigation by the SEC regarding the Comparpast stock option practices, (iii)
previously-disclosed derivative action relatingthe Companys historical stock option practices filed agairtst Company as a nomil
defendant and certain of the Compangurrent and former directors and officers, as/mm it may have indemnification obligations .
(iv) related matters. Further, the Company hasrirecliand expects to continue to incur significadditional expense related to the foregc
matters in the fiscal year ending March 31, 2008 Tompany and the insurance company for its dirgcand officers'indemnificatior
insurance are currently in discussions with respeathich of the fees in excess of the deductibik e paid by the insurance compa
Accordingly, there can be no assurance that al fémitted to the insurance company for reimbuesgrwill be reimbursed under f
Company’s directors’ and officers’ indemnificatiorsurance.

The Company

Black Box is the world’s largest dedicated netwamkastructure services provider. Black Box offemsesource network infrastructt
services for communication systems. The Compasgtvice offerings include design, installatioriegration, monitoring and maintenanc
voice, data and integrated communication systerhg. Companys primary service offering is voice solutions, wehjproviding premis
cabling and other data related services and predddie Company provides 24/7/365 technical supfmrtall of its solutions whic
encompasses all major voice and data manufactasergell as 118,000 network infrastructure proddicés it sells through its catalog ¢
Internet Web site and its Voice and Data servicefigctively referred to as “On-Site services”)ioffs. References herein to “Fiscal Year”
“Fiscal” mean the Company'’s fiscal year ended M&@ttHor the year referenced.

Management is presented with and reviews revennégperating income by geographical segment. Intiadd revenues and gross pr
information by service type are provided hereingorposes of further analysis.

The Company has completed several acquisitions fgml 1, 2004 through March 31, 2007 that have fadignificant impact on tl
Companys consolidated financial statements and, more fpalty, North America Voice Services for the patounder review. Fiscal 20
acquisitions include Norstan, Inc. (“Norstan”). ¢&ak 2006 acquisitions include (i) Telecommunicat®ystems Management, Inc. (“TSM”
(i) GTC Technology Group, Inc. and Technology Syppnc. (collectively referred to as “GTC"),iij Business Communications, In
Bainbridge Communication, Inc., BCI of Tampa, LL&daNetworx, L.L.C. (collectively referred to as “BY; (iv) Universal Solutions ¢
North America, L.L.C. and related entitie“Universal”), (v) Communication is World InterActv Networking, Inc. (“C=WIN") anc
(vi) Converged Solutions Group, LLC (“CSG"Fiscal 2007 acquisitions include (i) USA Commercaald Government and Canac
operations of NextiraOne, LLC (“NextiraOne”), (Nu-Vision Technologies, Inc. and Nision Technologies, LLC (collectively referred
as “NUVT"), (iii) Nortech Telecommunications, In¢NTI") and (iv) ADS Telecom, Inc. (*ADS”).The acquisitions noted above
collectively referred to as the “Acquired Compariid®eferences to the Acquired Companies within ourpgamson of Fiscal 2007 and Fis
2006 are intended to describe the Acquired Compaingen April 1, 2005 through March 31, 2007. Refexes to the Acquired Compar
within our comparison of Fiscal 2006 and Fiscal®2@@e intended to describe the Acquired Compamdes April 1, 2004 through March &
2006. The results of operations of the Acquired @anies are included in the Companyonsolidated Statements of Income beginnir
their respective acquisition dates.
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In connection with certain acquisitions, the Compamcurs expenses that it excludes when evaluatiegcontinuing operations of 1
Company. The following table is included to provideschedule of the past, current and an estimafatafe acquisitiorrelated expens
based on the acquisition activity through MarchZ107.

Years Ended March 31,

200t 200¢ 2007 200¢ 200¢ Thereafter

Gross profit

Inventory write-up on

acquisitions $ 1,02¢ $ 1,54 $ -- $ -- $ - $ -
Selling, general & administrative

Asset write-up depreciation

expense on acquisitiol 913 45C 2,64¢ 2,03t 1,844 104
Amortization

Amortization of intangible

assets on acquisitiol 75¢ 3,821 10,07t 6,177 5,10¢ 61,79:
Total $ 2,70C $ 5,81/ $ 12,72: $ 8,217 $ 6,95( $ 61,89

The following table is included to provide a schledof an estimate of acquisitioeiated expenses for Fiscal 2008 (by quarter) baseithe
acquisition activity through March 31, 2007.

1Q0¢ 2Q0¢ 3Q0¢ 4Q0¢ FYO08

Selling, general &
administrative

Asset write-up depreciation

expense on acquisitiol $ 65¢ $  49¢€ $ 44C $ 44C $ 2,03
Amortization

Amortization of intangible

assets on acquisitiol 2,271 1,307 1,307 1,28¢ 6,171
Total $ 2,93¢ $ 1,808 § 1,747 §1,72¢ $ 8,217

During the fourth quarter of Fiscal 2006, the Compacurred a preéax charge of $7,065 related to an adjustment ofiegs over multipl
years, from Fiscal 2003 through Fiscal 2006, fréwm €ompan’s Italian Operations (“Italian Operations Adjustmiy. Of the total charg
$3,588 was recorded in Cost of Sales and $3,47#ecasded in Selling, general & administrative engee The Italian Operations Adjustm
resulted from intentional misconduct by certainalooperational and financial managers of the Commattalian Operations acting
collusion with one another for the purpose of otatisg local financial results. All involved teamembers have been terminated anc
Company intends to pursue all available legal réasedgainst these individuals. The misconduct wasedht to the Company management’
attention by a team member of the Italian Operatiparsuant to the Company’s “Open Do&dlicy. Company management responde
immediately suspending the management team ofttiarl Operations and conducting a full investigatof the matter. The Compe
believes that all accounting irregularities haverbalentified, corrective action taken and that lthBan Operations Adjustment captures
necessary corrections.

The Companys management concluded, with the concurrence oAtltit Committee, that the impact of the Italianébgtions Adjustme
was not material to the Compagryconsolidated financial statements for any intesimannual period between Fiscal 2003 through FR@26
In reaching this conclusion, the Company reviewed @nalyzed the SEC’s Staff Accounting BulletinAE) No. 99, “Materiality,” in orde
to determine that the impact was not material quantitative or qualitative basis to any one peridd a result, the Company recorde
cumulative adjustment in the fourth quarter of Ris2006.
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Information on revenues and operating income byntaple geographic segment (North America, Eurapk Al Other) is presented belc
The tables below should be read in conjunction whth following discussion. The additional non-cablarges for stockased compensati
expense was recorded in Selling, general & admatise expenses which is included in the Companyézasure of Operating Incom®et
Note 3 of the Notes to the Consolidated Finandiate®nents

Year Ended March 31,

(As Restated)

(As Restated)

2007 2006 2005
% of % of % of
total total total
$ revenue $ revenue $ revenue
Revenues
North America 850,08¢ 83.7% $ 564,70( 78.3% 355,01 66.3%
Europe 129,27¢ 12.7% 120,05: 16.6% 142,83¢ 26.7%
All Other 36,94+ 3.6% 36,58¢ 5.1% 37,22¢ 7.0%
Total 1,016,31! 100% 721,33} 100% 535,07¢ 100%
Operating income
North America 49,48! $ 42,50¢ 21,62(
% of North America revenue 5.8% 7.5% 6.1%
Europe 16,44 $ 5,51¢ 13,63¢
% of Europe revenue 12.7% 4.6% 9.5%
All Other 7,42¢ $ 7,127 8,09¢
% of All Other revenue 20.1% 19.5% 21.8%
Total 73,34¢ 7.2% $ 55,15( 7.6% 43,35¢ 8.1%
Reconciling items
North America 24,78¢ $ 18,407 16,33«
Europe -- 10,801 1,00z
All Other -- -- --
Total 24,78¢ 2.4% $ 29,214 4.0% 17,33" 3.2%
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Information on revenues and gross profit by sertigee (Data Services, Voice Services and HotlineviSes) is presented below. 1
additional non-cash charges for stdised compensation expense were recorded in Sajémgral & administrative expenses which is
included in the Company’s measure of Gross Prafittherefore does not impact the following tabléher corresponding discussions.

Year Ended March 31,

2007 2006 2005
% of % of % of
total total total
$ revenue $ revenue $ revenue
Revenues
Data Service $ 182,12¢ 17.9% $ 196,58! 27.2% $ 200,93! 37.6%
Voice Service: 611,27¢ 60.2% 310,80: 43.1% 106,54( 19.9%
Hotline Service: 222,90 21.9% 213,94¢ 29.7% 227,60: 42 .5%
Total $ 1,016,311 100% $ 721,33 100% $ 535,07¢ 100%
Gross profit
Data Service $ 55,59¢ $ 57,06¢ $ 59,35/
% of Data Services revenu 30.5% 29.0% 29.5%
Voice Service $ 209,26¢ $ 119,55¢ $ 36,25¢
% of Voice Services revenu 34.2% 38.5% 34.0%
Hotline Service! $ 109,12: $ 105,72¢ $ 119,32(
% of Hotline Services revenu 49.0% 49.4% 52.4%
Total $ 373,98¢ 36.8% $ 282,35( 39.1% $ 214,92¢ 40.2%
Reconciling items
Data Service $ -- $ 2,071 $ --
Voice Service: -- -- --
Hotline Service: -- 1,517 --
Total $ -- $ 3,58¢ 0.5% -

The Company has received notification that itsriigtion agreement with Avaya, Inc. will be termied effective September 8, 2007. The
Company is in discussions with Avaya concerningfttiere business relationship of the parties aedhdndling of key accounts. The
Company is evaluating the potential financial inpafchis event as well as potential businessagias to minimize such impact. The
Company currently anticipates that this impact wilt have a material impact on its Fiscal 2008 afirey results.

Fiscal 2007 Compared To Fiscal 2006

Total Revenues

Total revenues for Fiscal 2007 were $1,016,310narease of 41% compared to total revenues foraF&@06 of $721,335. The increase
primarily due to the incremental revenue from trmy@ired Companies, which added $367,211 and $5Zgt2Fiscal 2007 and Fiscal 20!
respectively. Excluding the effects of the acqioss and the positive exchange rate impact of $/retative to the U.S. dollar, total reven
would have decreased 4% from $668,908 to $641 drthé reasons discussed below.

Revenues by Geography

North America

Revenues in North America for Fiscal 2007 were $888, an increase of 51% compared to revenues ifwalF2006 of $564,700. T
increase was primarily due to the incremental raeeinom the Acquired Companies, which added $3@7&1d $52,427 for Fiscal 2007 ¢
Fiscal 2006, respectively. Excluding the effectdhaf acquisitions and the positive exchange rapaanof $1,009 relative to the U.S. dol
North American revenues would have decreased 6&6 $812,273 to $481,868. The Company believes theedse is due to the complet
of several nonrecurring projects; offset in partsigcess in the Company’s Data, Voice and HotliB&H") cross-selling initiatives.

Europe

Revenues in Europe for Fiscal 2007 were $129,2@8nerease of 8% compared to revenues for Fisc@b 20 $120,051. Excluding t
positive exchange rate impact of $7,078 relativeheoU.S. dollar, Europe revenues would have irsgé@% from $120,051 to $122,200.
Company believes the increase is due to the suat#iss Company’s DVH cross-selling initiatives.
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All Other Revenues

Revenues for All Other for Fiscal 2007 were $36,9%4d increase of 1% compared to revenues for F&@a6 of $36,584. Excluding t
negative exchange rate impact of $131 relativéedd.S. dollar, All Other revenues would have iased 1% from $36,584 to $37,075.

Revenue by Service Type

Data Services

Revenues from Data Services for Fiscal 2007 we82 3P9, a decrease of 7% compared to revenuesstal2006 of $196,585. Excludi
the positive exchange rate impact of $3,351 redatorthe U.S. dollar for its International Data \Begs, Data Service revenues would t
decreased 9% from $196,585 to $178,778. The Comippelmves the decrease in Data Services revenugslueato the completion of seve
nonrecurring projects.

Voice Services

Revenues from Voice Services for Fiscal 2007 we&®l$78, an increase of 97% compared to revenueBigoal 2006 of $310,804. T
increase was primarily due to the incremental reeeinrom the Acquired Companies, which added $387g#1d $52,427 for Fiscal 2007 ¢
Fiscal 2006, respectively. Excluding the effectstlid acquisitions, Voice Services revenues woultehdecreased 6% from $258,37"
$244,067. The Company believes that this decraadépice Services revenues is primarily due to tbegletion of several nonrecurri
projects and planned posterger client attrition from the acquisition of Ntn in the fourth quarter of Fiscal 2005. There wa exchang
rate impact on Voice Service revenues as all ofxbmpany’s Voice Services revenue is denominatédl $1 dollars.

Hotline Services

Revenues from Hotline Services for Fiscal 2007 w&282,903, an increase of 4% compared to reverues§iscal 2006 of $213,94
Excluding the positive exchange rate impact of 84 Elative to the U.S. dollar for its Internatibhotline Services, Hotline Service reven
would have increased 2% from $213,946 to $218,3hé. Company believes this increase is primarily thuthe success in the Compagny’
DVH cross-selling initiatives.

Gross Profit

Gross profit dollars for Fiscal 2007 were $373,988,increase of 32% compared to gross profit doffar Fiscal 2006 of $282,350. 1
Company believes the increase in gross profit dolleas primarily due to the acquisition of the Atgd Companies. Gross profit as a per
of revenues for Fiscal 2007 was 36.8%, a decreb@8% compared to gross profit as a percentagevehiees for Fiscal 2006 of 39.1%. -
Company believes the percent decrease was duerpyirtathe impact of lower gross profit in its \&@ Services segment driven by
acquisition of NextiraOne, partially offset by @art non-cash or noaperating expenses incurred by the Company durisgaF 200€
including $1,543 of inventory writeps due to acquisitions and $3,588 for the Italierations Adjustment (discussed above) for whieine
were no comparable expenses for Fiscal 2007.

Gross profit dollars for Data Services for Fisc@02 were $55,598, or 30.5% of revenues, comparedass profit dollars for Fiscal 2006
$57,068, or 29.0% of revenues. Gross profit dolfarsVoice Services for Fiscal 2007 were $209,26834.2% of revenues, compare«
gross profit dollars for Fiscal 2006 of $119,55638.5% of revenues. Gross profit dollars for H@liServices for Fiscal 2007 were $109,
or 49.0% of revenues, compared to gross profiagelior Fiscal 2006 of $105,726, or 49.4% of rewsnu

Selling, General & Administrative Expenses

Selling, general & administrative expenses for &lis2007 were $290,355, an increase of $73,444 cordpto Selling, general

administrative expenses for Fiscal 2006 of $216,Fhk increase in Selling, general & administragxpense dollars over the prior year
due primarily to the Acquired Companies. Sellingngral & administrative expense as a percent ofmee for Fiscal 2007 were 28.
compared to 30.1% for Fiscal 2006. During Fiscdl@dhe Company incurred $3,477 for the Italian @pens Adjustment (discussed abc
for which there was no comparable expense durisgaFi2007. The decrease in Selling, general & adinative expense as a percen
revenue was due primarily to lower Selling, gené&aldministrative expense as a percent of revenelaged to the Acquired Companies

a decrease in non-cash stock-based compensatiemsxpf $1,737, partially offset by non-cash or-oparating expenses of $2,196
depreciation expense on asset write-ups due tasitigns and $1,777 for employee severance.

Restructuring and Other Charges

The Company did not record any restructuring creudging Fiscal 2007. During the first quarter addal 2006, the Company recorde
restructuring charge of $5,290. This charge waspemed of $3,473 for staffing level adjustments &i¢B17 for real estate consolidation
Europe and North America. Of this charge, $3,74@ $h 548 related to Europe and North America, retbpaly. SeeNote 11 of the Notes
the Consolidated Financial Statements for furtlesaits.
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Intangibles Amortization

Intangibles amortization for Fiscal 2007 was $16,28n increase of $5,286 compared to intangiblerimation for Fiscal 2006 of $4,9¢
The increase was primarily attributable to the amation of intangible assets acquired throughpghechase of the Acquired Compani8es
Note 7 and 10 of the Notes to the Consolidatedritiah Statements for further detai

Operating Income

Operating income for Fiscal 2007 was $73,349, 8%7of revenues, an increase of $18,199 comparegdmating income for Fiscal 2006
$55,150, or 7.6% of revenues.

Interest Expense, Net

Net interest expense for Fiscal 2007 was $18,407nerease of $9,284 compared to net interest esgpéor Fiscal 2006 of $9,123. 1
increase in interest expense is due to an increagbe weighted average outstanding debt and wedjltverage interest rate fr
approximately $155,898 and 5.1% for Fiscal 2008peetively, to approximately $253,129 and 6.2% Fascal 2007, respectively. T
increase in debt relates primarily to the acquisgi of NextiraOne and NUVT during the first quaméiFiscal 2007. Also included in inter
expense for Fiscal 2007 is $1,734 related to tlaagé in fair value of the Company’s interest ratas

Provision for Income Taxes

The tax provision for Fiscal 2007 was $19,291, fiective tax rate of 35.1%. This compares to thepeovision for Fiscal 2006 of $15,2.
an effective tax rate of 33.1%. The tax rate fackl 2007 was higher than Fiscal 2006 due to tipaainof book stock option expense anc
associated tax asset and changes in the overalbin@xable income among worldwide offices. The @amy anticipates that its deferred
asset is realizable in the foreseeable future.

Net Income

As a result of the foregoing, net income for Fis2@d7 was $35,609, or 3.5% of revenues, comparadttmcome for Fiscal 2006 of $30,7
or 4.3% of revenues.

Fiscal 2006 Compared To Fiscal 2005

Total Revenues

Total revenues for Fiscal 2006 were $721,335, arease of 35% compared to total revenues for F@@b of $535,076. The increase
primarily due to the incremental revenue from thegéired Companies, which added $227,313 and $35@#0Biscal 2006 and Fiscal 20!
respectively. Excluding the effects of the acqiosi and the negative exchange rate impact of $4@2ative to the U.S. dollar, total reven
would have decreased less than 1% from $499,86898,343 for the reasons discussed below.

Revenues by Geography

North America

Revenues in North America for Fiscal 2006 were $68d, an increase of 59% compared to revenues ifmalF2005 of $355,013. T
increase was primarily due to the incremental reeeinom the Acquired Companies, which added $2Z/81d $35,208 for Fiscal 2006 ¢
Fiscal 2005, respectively. Excluding the effectdhaf acquisitions and the negative exchange rapadtmof $281 relative to the U.S. dol
North American revenues would have increased 6%h $819,805 to $337,668. The Company believes titiease was generally due to
increased demand for Data and Voice Services atgkss in the Company’s DVH cross-selling initiasive

Europe

Revenues in Europe for Fiscal 2006 were $120,05de@ease of 16% compared to revenues for Fisdb 2 $142,838. Excluding t
negative exchange rate impact of $4,046 relativiaéoU.S. dollar, Europe revenues would have dsertd3% from $142,838 to $124,C
The Company believes the decrease was due to thk general economic conditions that affected cla@rhand and the Italian Operati
Adjustment.
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All Other

Revenues for All Other for Fiscal 2006 were $36,584lecrease of 2% compared to revenues for FRO6 of $37,225. Excluding t
negative exchange rate impact of $556 relativlédi.S. dollar, All Other revenues would have dasee less than 1%.

Revenue by Service Type

Data Services

Revenues from Data Services for Fiscal 2006 wef6 $B5, a decrease of 2% compared to revenuesstal 2005 of $200,935. Excludi
the negative exchange rate impact of $1,357 relativthe U.S. dollar for its International Data \Begs, Data Service revenues would t
decreased 1% from $200,935 to $197,942. The Comipaligves the decline in Data Services revenuesdnwasn by weak general econol
conditions in the European market and the Italiper@tions Adjustment.

Voice Services

Revenues from Voice Services for Fiscal 2006 we&E03804, an increase of 192% compared to reverareSigcal 2005 of $106,540. T
increase was primarily due to the incremental raeeinrom the Acquired Companies, which added $2Z/81d $35,208 for Fiscal 2006 ¢
Fiscal 2005, respectively. Excluding the effectsttod acquisitions, Voice Services revenues wouldehiacreased 17% from $71,332
$83,491. The Company believes the increase in VB@&@wices revenues was driven by increased cliematids and the Compasyability tc
successfully crossell its DVH services to existing customers. Thews no exchange rate impact on Voice Services tmgeas all of tt
Company’s Voice Services revenue is denominatédl $1 dollars.

Hotline Services

Revenues from Hotline Services for Fiscal 2006 w&243,946, a decrease of 6% compared to revenueBigoal 2005 of $227,6C
Excluding the negative exchange rate impact of G2 &lative to the U.S. dollar for its Internatibridotline Services, Hotline Servic
revenues would have decreased 5% from $227,60216,$12. The Company believes the decline in HetBervices revenues was drivel
weak general economic conditions in the Europeatk@band the Italian Operations Adjustment.

Gross Profit

Gross profit dollars for Fiscal 2006 were $282,3&0,increase of 31% compared to gross profit doffar Fiscal 2005 of $214,929. 1
Company believes the increase in gross profit doleas primarily due to the acquisition of the Acgd Companies, offset in part by
Italian Operations Adjustment. Gross profit as eceet of revenues for Fiscal 2006 was 39.1%, aedeser of 1.1% compared to gross prof
a percentage of revenues for Fiscal 2005 of 4086. Company believes the percent decrease wasrpyimgated to a lower gross prc
percent in Hotline Services and the Italian OperatiAdjustment.

Gross profit dollars for Data Services for FiscaD& were $57,068, or 29.0% of revenues, comparetass profit dollars for Fiscal 2005
$59,354, or 29.5% of revenues. Gross profit dolfarsVoice Services for Fiscal 2006 were $119,561638.5% of revenues, comparel
gross profit dollars for Fiscal 2005 of $36,2553dr0% of revenues. Gross profit dollars for HatlBervices for Fiscal 2006 were $105,
or 49.4% of revenues, compared to gross profiagelior Fiscal 2005 of $119,320, or 52.4% of rew=nu

Selling, General & Administrative Expenses

Selling, general & administrative expenses for &is2006 were $216,911, an increase of $51,731 cmdp#o Selling, general

administrative expenses for Fiscal 2005 of $165,T8@ dollar increase is primarily due to the asitiain of the Acquired Companies off
in part by lower expenses as a result of executfanpreviously announced restructuring plan. 8gllgeneral & administrative expenses
percent of revenue for Fiscal 2006 were 30.1% coethso 30.9% for Fiscal 2005, which included anréase in non-cash stotlase!
compensation expense of $5,187. During Fiscal 28@6 Company incurred $3,477 for the Italian Operst Adjustment (discussed abc
for which there was no comparable expense duriagaF2005.

Restructuring and Other Charges

During the first quarter of Fiscal 2006, the Compaecorded a restructuring charge of $5,290. Tharge was comprised of $3,473
staffing level adjustments and $1,817 for realtestansolidations in Europe and North America. I tharge, $3,742 and $1,548 relate
Europe and North America, respectiveBeeNote 11 of the Notes to the Consolidated Finargiatements for further details.

During the fourth quarter of Fiscal 2005, the Compeaecorded a restructuring charge of $5,059. Therge was comprised of $3,019
staffing level adjustments and for real estate clagtions in Europe and North America and $2,0d0the satisfaction of a previously-
disclosed litigation judgment. Of this charge, $6@&nd $1,003 related to North America and Europspectively SeeNote 17 of the Note
to the Consolidated Financial Statements for furtiegails.
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Intangibles Amortization

Intangibles amortization for Fiscal 2006 was $4,999increase of $3,667 compared to intangible inatdion for Fiscal 2005 of $1,332. T
increase was primarily attributable to the amotiiraof intangible assets acquired through the Ipase of the Acquired Compani&eeNote
7 and 10 of the Notes to the Consolidated Finargtaiements for further details.

Operating Income

Operating income for Fiscal 2006 was $55,150, 68670of revenues, an increase of 27% compared tcatpgrincome for Fiscal 2005
$43,358, or 8.1% of revenues.

Interest Expense, Net

Net interest expense for Fiscal 2006 was $9,123nemease of 231% compared to net interest expmsEiscal 2005 of $2,755 due to
increase in the weighted average outstanding de®8®921 from $74,977 for Fiscal 2005 to $155,8@8Fiscal 2006. The increase in d
relates primarily to the Acquired Companies duifiiigcal 2006. Additionally, the weighted averageiiast rate on outstanding debt for Fi
2006 was 5.10% compared to the Fiscal 2005 ra?e98Ro.

Provision for Income Taxes

The tax provision for Fiscal 2006 was $15,221, fiective tax rate of 33.1%. This compares to thepeovision for Fiscal 2005 of $13,4-
an effective tax rate of 33.2%. The tax rate fachl 2006 was lower than that for Fiscal 2005 duiiaé impact of book stock option expe
and the associated tax asset. The annual effdativete is lower than the U.S. statutory ratem0% primarily due to foreign income taxe
rates lower than 35.0%. The Company anticipatasithedeferred tax asset is realizable in the feeable future.

Net Income

As a result of the foregoing, net income for Fis2@06 was $30,770, or 4.3% of revenues, comparadttmcome for Fiscal 2005 of $27,0
or 5.1% of revenues.

Liquidity and Capital Resources

Cash Flows from Operating Activities

Net cash provided by operating activities for Fi2207 was $36,636. Significant factors contribgtio a source of cash were: net incorr
$35,609 inclusive of non-cash charges of $22,6803® and $1,734 for amortization / depreciatiopesse, stoclkased compensati
expense and change in fair value of interest rat@ps respectively; a decrease in other currenttassfe$6,126; a decrease in acco
receivable of $19,202 inclusive of a noash contract adjustment of $18,400; and an iner@adillings in excess of costs and estim
earnings on uncompleted contracts of $3,304. Sagmif factors contributing to a use of cash weneinarease in costs and estimated earl
in excess of billings on uncompleted contracts aedinventory of $13,323 and $3,595, respectivalglecrease in the short and long 1
restructuring reserve of $17,913; a decrease aroef revenue of $19,369, inclusive of a mash contract adjustment of $18,400; an
offset of $5,269 related to accrued acquisitiortg;oshich have not been recognized as Investingvidies at yearend. Changes in the ab
accounts are based on an average Fiscal 2007 eychate.

Net cash provided by operating activities for Fist206 was $51,797. Significant factors contribgttn a source of cash were: net incomr
$30,770, inclusive of nonash charges of $13,930 and $11,045 for amortizdtidepreciation expense and stock compensatioanse
respectively; a decrease in accounts receivablecasis and estimated earnings in excess of billamgancompleted contracts of $9,369
$3,573, respectively; and a decrease in net invgransistent with efforts to increase inventomngi Significant factors contributing to a
of cash were: a decrease in the short and long testructuring reserve of $5,948; a decrease dadroil revenue and billings in exces
costs and estimated earnings on uncompleted cts1wb$3,267; and an offset of $5,825 related wruwed acquisition costs, which have
been recognized as Investing Activities at year-@&fthnges in the above accounts are based on egaveiscal 2006 exchange rate.

Net cash provided by operating activities for Fist205 was $52,206. Significant factors contribgtto a source of cash were: net incomr
$27,046 inclusive of nonash charges of $7,955 and $5,858 for amortizatidiepreciation expense and stock compensation eg|
respectively; a decrease in accounts receivablecasis and estimated earnings in excess of billamgancompleted contracts of $8,878
$7,635, respectively, consistent with the decréasevenue; and an increase in billings/collectiefferts. Changes in the above account:
based on an average Fiscal 2005 exchange rate.

As of March 31, 2007, 2006 and 2005, the Compamlydash and cash equivalents of $17,157, $11,208ah®92, respectively, worki
capital of $117,059, $99,669 and $108,948, respagtiand a current ratio of 1.52, 1.76 and 1.8Spectively.
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The Company believes that its cash provided by aijey activities and availability under its cretticility will be sufficient to fund th
Companys working capital requirements, capital expendi&uddvidend program, potential stock repurchasetemial future acquisitions
strategic investments and other cash needs farekiel2 months.

Investing Activities

Net cash used by investing activities during Fie07 was $134,909. Significant factors contribyiio a use of cash were: $5,886 for g
capital expenditures and $127,716 to acquire NeRtie, NUVT, NTI and ADSSeeNote 10 of the Notes to the Consolidated Fina
Statements for additional details regarding thesgiiaitions.

Net cash used by investing activities during Fi@06 was $43,730. Significant factors contributiog use of cash were: $4,115 for g
capital expenditures and $40,682 to acquire TSMCGBCI, Universal, C=WIN and CSGeeNote 10 of the Notes to the Consolide
Financial Statements for additional details regagdhese acquisitions.

Net cash used by investing activities during Fi205 was $104,765. Significant factors contribyiio a use of cash were: $3,506 for g
capital expenditures and $102,553 to acquire Nor&eeNote 10 of the Notes to the Consolidated Finarfstatements for additional det:
regarding this acquisition.

Financing Activities

Net cash provided by financing activities duringdal 2007 was $104,703. Significant factors contiity to the cash inflow were $114,’
of net borrowings on long term debt and $14,97@roteeds from the exercise of stock options. Sicanit uses of cash were $20,209 foi
repurchase of common stock and $4,203 for the payofaividends.

Net cash used in financing activities during Fis2@06 was $7,978. Significant factors contributinghe cash outflow were $26,107 in I¢
term debt payments and $4,094 for the paymentvideinds. Significant factors contributing to theslcanflow was $23,320 from the exerc
of stock options.

Net cash provided by financing activities duringdal 2005 was $55,800. Significant factors contiifiuto the cash inflow were $110,45(
net borrowings on long term debt and $7,919 of @eds from the exercise of stock options. Signifiasses of cash were $56,912 for
repurchase of common stock and $3,847 for the payofalividends.

Total Debt

Revolving Credit Agreeme- The Company has entered into the Credit Agreeméht@itizens Bank of Pennsylvania, as agent, agcar
of lenders. The Credit Agreement expires on Mai@gh?®11. Borrowings under the Credit Agreementpanenitted up to a maximum amo
of $310,000, which includes up to $15,000 of swiing loans and $25,000 of letters of credit. ThediirAgreement may be increased by
Company up to an additional $90,000 with the apako¥ the lenders and may be unilaterally and peendy reduced by the Company to
less than the then outstanding amount of all bamgsy Interest on outstanding indebtedness underCiledit Agreement accrues, at
Companys option, at a rate based on either: (a) the gredit@) the prime rate per annum of the agent timeaffect and (ii) 0.50% plus t
rate per annum announced by the Federal Reserve @adew York as being the weighted average ofrdites on overnight Federal fui
transactions arranged by Federal funds brokerdierptevious trading day or (b) a rate per annunaletfuthe LIBOR rate plus 0.75%
1.25% (determined by a leverage ratio based onCbmpanys EBITDA). The Credit Agreement requires the Conypam maintail
compliance with certain nofinancial and financial covenants such as minimwtworth, leverage and fixed charge coverage rafiesof
March 31, 2007, the Company was in compliance walitfinancial covenants under the Credit Agreement.

For Fiscal 2007, the Company increased net borgsvimder the Credit Agreement by approximately $41% The Company primar
utilized the proceeds from net borrowings to fulne &cquisitions of NextiraOne and NUVT during thietfquarter of Fiscal 2007, NTI duri
the third quarter of Fiscal 2007 and ADS during finarth quarter of Fiscal 2007 and to repurchagsecttmmon stock during the second
third quarters of Fiscal 2007.

As of March 31, 2007, the Company had total deltstanding of $240,614. Total debt was comprise®286,715 outstanding under
Credit Agreement, $1,734 for the fair value of aterest rate swap, $2,123 of obligations undertabjgiases and $42 of various other third-
party, nonemployee loans. The maximum amount of debt outstgnaehder the Credit Agreement, the weighted awelzjance outstandi
under the Credit Agreement and the weighted averageest rate on all outstanding debt for Fisc@2was $284,470, $253,129 and 6.
respectively, compared to $173,535, $155,898 ahthsrespectively, for Fiscal 2006.

Dividends

Fiscal 2007- During each of the four (4) quarters in Fiscal 200@ Board declared cash dividends of $0.06 ($th&iscal 2007) per she
on all outstanding shares of the common stock atclbse of business on June 30, 2006, Septemb&t®®, December 29, 2006 :
March 30, 2007. The dividends totaled $4,200 (idiclg $1,052 for the fourth quarter of Fiscal 20@rd were paid on July 14, 20
October 13, 2006, January 15, 2007 and April 16,720
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Fiscal 2006- During each of the four (4) quarters in Fiscal 200@ Board declared cash dividends of $0.06 ($tbR#&iscal 2006) per she
on all outstanding shares of the common stock atclbse of business on June 30, 2005, Septemb&0®®, December 30, 2005 ¢
March 31, 2006. The dividends totaled $4,137 (idiclg $1,055 for the fourth quarter of Fiscal 20@®)d were paid on July 15, 20
October 14, 2005, January 13, 2006 and April 18620

Fiscal 2005- During Fiscal 2005, the Board declared cash évi$ of $0.22 per share for a total dividend papd®3,955.
While the Company expects to continue to declavieldnds for the foreseeable future, there can bassarance as to the timing or amoul
such dividends.

Repurchase of Common Stock

Fiscal 2007- During Fiscal 2007, the Company repurchased 500sh&Pes of its common stock for an aggregate paechéce of $20,20
or an average purchase price per share of $40.36.

Fiscal 2006- During Fiscal 2006, the Company repurchased 568shaf its common stock for an aggregate purchase pf $27, or a
average purchase price per share of $47.45.

Fiscal 2005- During Fiscal 2005, the Company repurchased 1,880sthares of its common stock for an aggregatehpsecprice of $56,91
or an average purchase price per share of $40.64.

Since the inception of the repurchase program inlA999 through March 31, 2007, the Company hasirehased 7,436,111 shares fo
aggregate purchase price of $317,033, or an avgagbase price per share of $42.63. As of Mar¢t28Q7, 1,063,889 shares were avail
under repurchase programs approved by the Boarditiéwal repurchases of common stock may occur ftione to time depending up
factors such as the Compasycash flows and general market conditions. WhieeGompany expects to continue to repurchase shétbe
common stock for the foreseeable future, therelmamo assurance as to the timing or amount of sejglirchases. Under the Company’
Credit Agreement, the Company is permitted to relpase its common stock as long as no Event of MiedalPotential Default (each
defined in the Credit Agreement) occurs or is quritig.

Contractual Obligations

The Company has various contractual obligationscamdmitments to make future payments including dgjpeements, operating and ca|
lease obligations and discounted lease rental comenis.

The following table summarizes significant contrattobligations and commitments of the Companyfddarch 31, 2007. Except as set fc
in the following table, the Company does not hamg material long-term purchase obligations or ofbag-term liabilities that are reflect
on its balance sheet as of March 31, 2007:

Payments Due by Perioc

Less than : More than
year 1-3 years 3-5 years 5 years Total
Long-term debt obligation $ - $ - $ 236,71! $ = $ 236,71!
Interest expense on lo-term debt 15,841 31,69t 15,78: -- 63,32¢
Capital lease obligatior 68€ 1,19: 28¢€ -- 2,16t
Operating lease obligatiol 29,82t 35,43¢ 14,88( 3,561 83,70:
Total contractual obligatior $ 46,35¢ $ 68,32¢ $ 267,66. $ 3,561 $ 385,90t

The estimated interest expense payments reflegtttkitable above are based on both the amountindisg under the credit facility and
weighted average interest rate in effect as of WM&k, 2007.

As of March 31, 2007, the Company had commerciairn@ments of $4,009, which are generally due withie next twelve months.

Off-Balance Sheet Arrangements

The Company has no offalance sheet arrangements that have or are rédpdikaly to have a current or future effect os financia
condition, changes in its financial condition, reues or expenses, results of operations, liquidiyital expenditures or capital resour
other than those disclosed above, that are materialestors.

Critical Accounting Policies

The Companys consolidated financial statements are prepareacdaordance with accounting principles generallgeated in the Unite
States, which require the Company to make estinaatésassumptions that may affect the reported gimhoondition and results of operatis
should actual results differ. The Company base®stsmates and assumptions on the best availafdeniation and believes them to
reasonable for the circumstances. The Compasignificant accounting policies are describedNote 2 of the Notes to the Consolide
Financial Statements. The Company believes thas significant accounting policies, the followingay involve a higher degree of judgmr
and complexity.
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Allowance for doubtful accounts receivable

The Company records an allowance for doubtful astoreceivable as an offset to accounts receiviabéeder to present a net balance
Company believes will be collected. This allowairebased on both recent trends of certain accoentsvable (“specific reserveBstimate
to be a greater credit risk as well as generabtiBeri the entire accounts receivable pool (“generstrve”).The Company computes a spec
reserve by identifying specifically aisk accounts receivable and applying historic msdactors to the outstanding balance. The Comr
computes a general reserve by reviewing the acsowteivable aging and applying reserve factorgdagpon the age of the accc
receivable. If our estimate of uncollectible acdsureceivable should prove inaccurate at some dudlate, the results of operations for
period could be materially affected by any necgssarrection to the allowance for doubtful accounts

Inventories

The Companyg inventory is valued at the lower of cost or markalue and has been reduced by an allowance foessxand obsole
inventories. The Company records an estimate fiw shoving and obsolete inventory (“inventory resgwased upon product knowled
physical inventory observation, future demand, raadonditions and an aging analysis of the invgntor hand. If actual market conditic
are less favorable than those projected by managesmeome future date, the results of operationshie period could be materially affec
by any necessary correction to the inventory reserv

Deferred Income Taxes

The Company records deferred income tax assetdiabilities in its Consolidated Balance Sheetstadao events that impact our finan
statements and tax returns in different perioddeided tax asset and liability balances are contpbieidentifying differences between
book basis and tax basis of assets and liabilittemporary differences™vhich are multiplied by the current tax rate. Auation allowance
provided on deferred tax assets if it is determitiied it is more likely than not that the assel wilt be realized. If the Comparsyéstimate ¢
the realizable deferred tax assets should provecurate at some future date, the results of omerstior the period could be materi
affected by any necessary correction to the defdee asset allowance.

Long-Lived Assets other than Goodwill

The Company reviews longred assets, including property, plant, equipmant indefinite / definite lived intangibles for imipmen
whenever events or changes in circumstances irdibat the carrying amount of an asset may noebeverable. If the sum of the estim:
future cash flows (undiscounted) expected to refsafh the use and eventual disposition of an aisskgss than the carrying amount of
asset, an impairment loss is recognized. Measureafean impairment loss is based on the fair valtithe asset. No impairments of long-
lived assets have been identified during any opiiréods presented.

Goodwill

The Companys Goodwill is subject to, at a minimum, an annagbairment assessment of its carrying value. Goddwpairment is deem
to exist if the net book value of a reporting umiteeds its estimated fair value. Estimated fdiresof the reporting units are estimated u
an earnings model and a discounted cash flow vatluahodel. The discounted cash flow model incorfegahe Compang’ estimates
future cash flows, allocations of certain assetd aash flows among reporting units, future growdites and managementjudgmer
regarding the applicable discount rates used twodist those estimated cash flows. If the Compamgtimates and assumptions used il
discounted cash flow valuation model should prawgecurate at some future date, the results of tpasafor the period could be materi
affected by an impairment of goodwill. No impairmeh goodwill has been identified during any of fheriods presented.

Loss Contingencies

The Company incurs contingencies as a normal gaits dusiness operations, such as future warrabtigations and potential liabiliti
relating to legal or regulatory matters. The Conypancrues for contingent obligations when a losprsbable and the amount can
reasonably estimated.

Restructuring Costs

The Company accrues the cost of restructuring iiesvin accordance with the appropriate accoungniglance depending upon the facts
circumstances surrounding the situation. The Comgxercises its judgment in estimating the totate®f each of these activities. As tt
activities are implemented, the actual costs méfgrdirom the estimated costs due to changes irfabts and circumstances that were
foreseen at the time of the initial cost accrual.

Revenue Recognition

Within the Companys Hotline Services, revenues are recognized wihientd products sold passes to the customer, wipeterally occul
upon shipment from the Company'’s location.

Within the Companys Data Services and Voice Services segments, resare recognized from maintenance service cosfraxives, ad(
and changes and network integration services, whherservices are provided. Service contracts anergdly prebilled and are reflected
the balance sheet as deferred revenue and areatigmecognized over the service period on a shtdige basis. Revenues from the sale
installation of products and systems are recognizgdg the percentage-obmpletion method based upon the proportion of aatost:
incurred to estimated total costs. At the timesslon a contract becomes known, the e
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amount of the estimated loss is recognized immelgian the financial statements. The Company hasotically made reasonably accu
estimates of the extent of progress towards comopletontract revenues and contract costs on iigderm contracts. However, due
uncertainties inherent in the estimation procestsiah results could differ materially from thosgimstes.

Impact of Recently Issued Accounting Pronouncements
Fair Value Option for Financial Assets and Finarldigabilities

In February, 2007, the Financial Accounting StaddaBoard (the “FASB”) issued SFAS No. 159The Fair Value Option for Financi
Assets and Financial Liabiliti—Including an Amendment of FASB Statement No. (‘BFFAS 159”).SFAS 159 permits an entity to elec
measure eligible items at fair value (“fair valyation”) including many financial instruments. The provisasf SFAS 159 are effective
the Company as of April 1, 2008. If the fair valyation is elected, the Company will report unreadigains and losses on items for whict
fair value option has been elected in earningselh subsequent reporting date. Upfront costs aelridated to items for which the fair ve
option is elected shall be recognized in earnirgggeurred and not deferred. The fair value optitay be applied for a single eligible it
without electing it for other identical items, witlertain exceptions, and must be applied to thieeseligible item and not to a portion of
eligible item. The Company is currently evaluatihg irrevocable election of the fair value optiamwguant to SFAS 159.

Prior Year Misstatements on Current Year Finan8ttement

In September, 2006, the SEC issued Staff AccourBinetin No. 108 (“SAB 108"), Considering the Effects of Prior Year Misstatem
when Quantifying Misstatements in Current Year Raial Statements.SAB 108 provides interpretive guidance on how tfiects of prio
year uncorrected misstatements should be consiadened quantifying misstatements in current yeaariiial statements for the purpose
materiality assessment. SAB 108 is effective ashef Companys fiscal year end March 31, 2007. The Company a&ibMAB 108 as «
March 31, 2007. The adoption of SAB 108 did notéhavmaterial impact on the Company’s consolidateghtial statements.

Fair Value Measuremen

In September, 2006, the FASB issued SFAS No. 157ait' Value Measurements(*SFAS 157”), which defines fair value, establishe
framework for measuring fair value in generally ggoted accounting principles and expands disclosalvest fair value measurements. Sl
157 is effective for the Company beginning on A@ril2008. The Company is evaluating the impacthef ddoption of SFAS 157 on -
Company'’s consolidated financial statements.

Defined Benefit Pension and Other Postretiremeanhf

In September, 2006, the FASB issued SFAS No. 1&8nployers’ Accounting for Defined Benefit Pension and OtherstRairemer
Plans” (“SFAS 158").This standard requires, among other things, congsaini recognize on the balance sheet the fundedfonded statt
of pension and other postretirement benefit plamd #® recognize the change in funded status inpméod the change occurs throi
comprehensive income. The provisions of SFAS 1%8edfective as of the Companyfiscal year ended March 31, 2007. The Com
adopted SFAS 158 as of March 31, 2007. The Compedopted SFAS 158 as of March 31, 2007. The adopfi®&FAS 158 had no impact
the Companys Statement of Operations on the date of adoptimwever, the Company did record a liability of $4representing tl
unfunded portion of the CWA Plan included in Othabilities within the Company Consolidated Balance Sheets and an unrecognés
of $2,717 ($1,670 net of tax) into OCI.

Uncertainty in Income Taxes

In July, 2006, the FASB issued FASB Interpretatdm 48, “Accounting for Uncertainty in Income TaxXe§€FIN 48”). FIN 48 requires th,
realization of an uncertain income tax position thes“more likely than not” {.e., greater than 50% likelihood of receiving a bendfefore
it can be recognized in the financial statementstber, FIN 48 prescribes the benefit to be reatiidethe financial statements as the am
most likely to be realized assuming a review bydaghorities having all relevant information anglgmg current conventions. FIN 48 a
clarifies the financial statement classificationtax+elated penalties and interest and sets forth riselo$ures regarding unrecognized
benefits. FIN 48 is effective for the next fiscalay beginning after December 15, 2006. The Comanys to adopt FIN 48 as of April
2007, as required. The Company expects to recorth@rase in contingent tax liabilities and a daseeto Retained earnings throug
cumulative effect adjustment of between approxitgeé.0 million and $6.0 million upon adoption offN-48.

Definition of Settlement in FIN ¢

In May, 2007, the FASB issued staff position Nd\NHI8-1, “Definition of Settlement in FASB Interpretation M8 (“FSP FIN 48-1")which
amended FIN 48 to provide guidance about how a@rprise should determine whether a tax positiceffesctively settled for the purpose
recognizing previously unrecognized tax benefitedél FSP FIN 48. a tax position could be effectively settled ammpletion of a
examination by a taxing authority. The Company plamadopt FSP FIN 48-in conjunction with adoption of FIN 48 as of Adtj 2007. Th
Company does not expect a material adjustmenet@€tdmpany’s consolidated financial statements aperadoption of FSP FIN 48-1.
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Stock-Based Compensation

On April 1, 2006, the Company adopted the provisiohSFAS 123(R). For Fiscal 2007, the Companygeized compensation expenst
$9,308 ($6,050 net of tax) or $0.34 per dilutedreten the Company’s Consolidated Statements ofnec&eeNote 2 and Note 14 of t
Notes to the Consolidated Financial Statementsefierence

Tax Effects of Share-Based Payment Awards

On November 10, 2005, the FASB issued Staff Pasilo. SFAS 123(R)-3; Transition Election Related to Accounting for TafkeEts o
Share-Based Payment Award€SFAS 123(R)-3").The alternative transition method includes simetifimethods to establish the begini
balance of the Additional paid-in capital pool (“’Ppool”) related to the tax effects of employeargbased compensation, and to deteri
the subsequent impact on the APIC pool and CoreelitiStatements of Cash Flows of the tax effecsrgfloyee sharbased compensati
awards that are outstanding upon adoption of SFARR). The Company has elected this transition otetior calculating tax effects
share-based payment awards.

Inflation

The overall effects of inflation on the Company édeen nominal. Although lortgrm inflation rates are difficult to predict, ti@®mpan
continues to strive to minimize the effect of infte through improved productivity and cost redaotprograms as well as price adjustm
within the constraints of market competition.

Cautionary Forward Looking Statements

When included in this Form 10-K or in documentsoiporated herein by reference, the words “expetisiénds,” “anticipates,” “believes,”
“estimates” and analogous expressions are intetal&tentify forwardlooking statements. Such statements are inhersuabject to a varie
of risks and uncertainties that could cause acemllts to differ materially from those project&iich risks and uncertainties include, ar
others, the timing and final outcome of the ongaiegew of the Compang’ stock option practices, including the related SiE@stigatior
shareholder derivative lawsuit, NASDAQ process rdig listing of the common stock and tax mattersgl the impact of any actions t
may be required or taken as a result of such re\8&C investigation, shareholder derivative lawdWASDAQ process or tax matters, ley
of business activity and operating expenses, exgsergdating to corporate compliance requiremeiish ¢lows, global economic and busir
conditions, successful integration of acquisitiansluding the NextiraOne business, the timing aosks of restructuring programs, succe:
marketing of DVH (Data, Voice, Hotline) servicescsessful implementation of our M&A program, indlugl identifying appropriate targe
consummating transactions and successfully integrahe businesses, competition, changes in forgigiitical and economic conditiol
fluctuating foreign currencies compared to the W&lar, rapid changes in technologies, client @refices, the ability of the Company
identify, acquire and operate additional technsalvices companies, the Compangrrangements with suppliers of voice equipmen
technology and various other matters, many of whighbeyond the Company’s control. These forwaoding statements are made purs
to the safe harbor provisions of the Private SéiesriLitigation Reform Act of 1995 and speak onfy af the date of this Form - The
Company expressly disclaims any obligation or utadémg to release publicly any updates or any charig the Compang’expectations wi
regard thereto or any change in events, conditiortircumstances on which any statement is based.

I[tem 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

The Company is exposed to market risks in the arglicourse of business that include interest ratatiity and foreign currency exchar
rates volatility. Market risk is measured as théeptial negative impact on earnings, cash flow$aorvalues resulting from a hypotheti
change in interest rates or foreign currency exgharates over the next year. The Company does aldt dr issue any other financ
derivative instruments (other than those speclfiaabted below) nor does it engage in speculatiadihg of financial derivatives.

Interest Rate Risk

The Company’s primary interest rate risk relategtgdong-term debt obligations. As of March 310Z0the Company had total longrr
obligations of $240,614, including the current mortof those obligations of $686. Of the outstagdoebt, $2,165 was in fixed
obligations, $100,000 was in variable rate debt thas effectively converted to a fixed rate throwghinterest rate swap agreement dt
Fiscal 2007 and $138,449 was in variable rate abbigs. As of March 31, 2007, an instantaneousti¥s point increase in the interest
of the variable rate debt would reduce the Compamgt income in the subsequent fiscal year by #1(8913 net of tax) assuming

Company employed no intervention strategies.

To mitigate the risk of interest-rate fluctuaticassociated with the Company’s variable rate ltargz debt, the Company has implemente
interestrate risk management strategy that incorporatesusieeof derivative instruments to minimize sigrafit unplanned fluctuations
earnings caused by interest-rate volatility. Thenpany’s goal is to manage interest-rate sensitlwtynodifying the repricing characteristic
of certain balance sheet liabilities so that theimgrest margin is not, on a material basis, adlgraffected by the movements in inte
rates.
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On July 26, 2006, the Company entered into anesterate swap which has been used to effectivatyeard a portion of the Comparyy’
variable rate debt to fixed rate. The interest at@p has a notional value of $100,000 reducin§5®,000 after three years and does
qualify for hedge accounting. Changes in the faarkat value of the interest rate swap are recoededn asset or liability in the Compasy’
Consolidated Balance Sheets and Interest expams@tie) in the Company’s Consolidated Statemenitsooime.

Foreign Exchange Rate Risk

The Company has operations, clients and supplievddwide, thereby exposing the Compasfinancial results to foreign currer
fluctuations. In an effort to reduce this risk ofdign currency fluctuations, the Company genersdlis and purchases inventory base
prices denominated in U.S. dollars. Intercompargss#o subsidiaries are generally denominated énsthbsidiarieslocal currency. Th
Company has entered and will continue in the fytarea selective basis, to enter into foreign awyeforward contracts to reduce the fore
currency exposure related to certain intercompaagsactions, primarily trade receivables and lo#isof the foreign currency forwa
contracts have been designated and qualify as ftashhedges. The effective portion of any changeghie fair value of the derivati
instruments is recorded in OCI until the hedge@dasted transaction occurs or the recognized ayriteansaction affects earnings. Once
forecasted transaction occurs or the recognizetiecy transaction affects earnings, the effectimign of any related gains or losses or
cash flow hedge is reclassified from OCI to the @any’s Consolidated Statements of Income. In the euelp¢domes probable that
hedged forecasted transaction will not occur, tiegféctive portion of any gain or loss on the rethtash flow hedge would be reclassi
from OCI to the Company’s Consolidated Statemehtaeapme.

As of March 31, 2007, the Company had open foregrhange contracts in Australian and Canadian ol@anish krone, Euros, Japar
yen, Mexican pesos, Norwegian kroner, Pounds stgrbwedish krona and Swiss francs. The open adath@ave contract rates ranging fi
1.2446 to 1.2980 Australian dollar, 1.1412 to 12 &&anadian dollar, 5.5680 to 5.8136 Danish kron&}@s to 0.7732 Euro, 105.47 to 11(
Japanese yen, 11.0112 to 11.0735 Mexican peso45.@46.3840 Norwegian kroner, 0.5053 to 0.5435niosterling, 6.7671 to 7.19
Swedish krona and 1.1938 to 1.2146 Swiss fran@eallJ.S. dollar. The total open contracts hadtenal amount of approximately $56,7
have a fair value of $56,371 and will expire withiventy-four months.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Black Box Corporation
Lawrence, Pennsylvania

We have audited the accompanying consolidated balsineets of Black Box Corporation as of March287 and 2006 and the related
consolidated statements of income, stockholdensitygcand cash flows for each of the three yeathiénperiod ended March 31, 2007. We
have also audited the schedule listed in the acaagipg index. These financial statements and sdbexta the responsibility of the
Company’s management. Our responsibility is to egpian opinion on these financial statements ametisite based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet samdbtain reasonable assurance about whethdintecial statements and schedule are
free of material misstatement. An audit includearaixning, on a test basis, evidence supporting ti@uaits and disclosures in the financial
statements and schedule, assessing the accouriticgples used and significant estimates made byagament, as well as evaluating the
overall presentation of the financial statements sthedule. We believe that our audits provideaaarable basis for our opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenéspects, the financial position of Black
Box Corporation at March 31, 2007 and 2006 anddékalts of its operations and cash flows for eddhethree years in the period ended
March 31, 2007, in conformity with accounting piiples generally accepted in the United States oéAra.

Also, in our opinion, the schedule presents fairyall material respects, the information setHdterein.

As discussed in Note 3, the accompanying conselilbalance sheets as of March 31, 2006 and 200thanmdlated consolidated statements
of income, stockholders’ equity, and cash flowsdach of the two years in the period ended Marct28@6 have been restated.

Also, as disclosed in Note 14 to the consolidatedrftial statements, effective April 1, 2006, tr@rany adopted the fair value method of
accounting provisions of Statement of Financial &etting Standard No. 123 (revised 2004), “ShareeBd&ayment.”

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of Black Box Corporation’s internal control ovendincial reporting as of March 31, 2007, based @ar@ established ilnternal Control —
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO) and our repated
August 10, 2007 expressed an unqualified opiniomanagement’s assessment and an adverse opintbe effectiveness of internal control
over financial reporting.

/s/ BDO Seidman, LLP

Chicago, lllinois
August 10, 2007
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BLACK BOX CORPORATION

CONSOLIDATED STATEMENTS OF INCOME ()

In thousands, except per share amount

Year Ended March 31,

(As Restated

(As Restated

2007 200¢ 200t

Revenues

Hotline products $ 222,90: $ 213,94t $ 227,60:

On-Site service! 793,40' 507,38¢ 307,47!
Total 1,016,311 721,33! 535,07t
Cost of sales

Hotline products 113,78 108,22( 108,28:

On-Site service! 528,54 330,76! 211,86¢
Total 642,32: 438,98! 320,14
Gross profit 373,98t 282,35( 214,92¢
Selling, general & administrative expen: 290,35! 216,91: 165,18
Restructuring and other charcg -- 5,29( 5,05¢
Intangibles amortizatio 10,28¢ 4,99¢ 1,332
Operating income 73,34¢ 55,15( 43,35¢
Interest expense (income), | 18,401 9,12: 2,75¢
Other expenses (income), | 42 36 11F
Income before provision for income ta 54,90( 45,99 40,48¢
Provision for income taxe 19,29: 15,22: 13,44
Net income § 35,60¢ $  30,77( $  27,04¢
Earnings per common sha

Basic $ 2.02 $ 1.7¢ $ 1.5¢

Diluted & 2.0C $ 1.7¢ $ 1.52
Weighted average common shares outstan

Basic 17,51: 17,16¢ 17,41:

Diluted 17,80¢ 17,54« 17,84:
Dividends per shar & 0.24 $ 0.24 $ 0.22

(1) SeeNote 3 of the Notes to the Consolidated Finandiate®nent:

SeeNotes to the Consolidated Financial Statements
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BLACK BOX CORPORATION
CONSOLIDATED BALANCE SHEETS )

March 31,
(As Restated
In thousands, except par value 2007 200¢
Assets
Cash and cash equivalel $ 17,157 $ 11,207
Accounts Receivable, net of allowance for doukdftdounts of $14,253 and $9,£ 161,73: 116,71:
Inventories, ne 72,807 53,92¢
Costs/estimated earnings in excess of billingsraompleted contrac 61,00 23,80:
Deferred tax asst 10,56: 8,97:
Prepaid and other current ass 20,49t 16,50:
Total current assets 343,75! 231,12
Property, plant and equipment, | 39,05: 35,12«
Goodwill, net 568,64 468,72
Intangibles:
Customer relationships, n 68,01¢ 24,65’
Other intangibles, n¢ 33,25¢ 30,78
Deferred tax ass: 33,48: 19,90¢
Other asset 3,88t 5,091
Total assets $ 1,090,09 $ 815,41.
Liabilities
Accounts payabl $ 74727 $ 44,94;
Accrued compensation and bene 21,81: 13,95/
Deferred revenu 35,63( 22,21
Billings in excess of costs/estimated earnings mrompleted contrac 19,027 8,64¢
Current maturities of lor-term debt 68€ 1,04¢
Income taxe: 13,43( 9,511
Other liabilities 61,38¢ 31,13¢
Total current liabilities 226,69t 131,45!
Long-term debi 239,92¢ 122,67:
Other liabilities 23,77 8,29:
Total liabilities 490,39! 262,42:
Stockholders’ equity
Preferred Stock authorized 5,000, par value $160¢ issuei -- -
Common Stock authorized 100,000, par value $.0052 and 17,593 shares outstanc 25 25
Additional paic-in capital 441,28 418,14:
Treasury stock, at cost 7,436 and 6,935 st (317,033 (296,824
Accumulated other comprehensive inca 25,39¢ 13,03¢
Retained earning 450,02: 418,61:
Total stockholders’ equity 599,69¢ 552,99:
Total liabilities and stockholders’ equity $ 1,090,09. $ 815,41

(1) SeeNote 3 of the Notes to the Consolidated Finandiate®nent:

SeeNotes to the Consolidated Financial Statements
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BLACK BOX CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN

STOCKHOLDERS’ EQUITY AND COMPREHENSIVE INCOME

@)

Accumulated Other Comprehensive

Common Stock Income
Foreign
Additional Currency Defined
($.001 Paid-in Treasury Trans- Derivative Benefit Retained
In thousands Shares par) Capital Stock lation Instruments Pension Earnings Total
Balance at March 31, 2004 23,39¢  $ 23 $  324,21¢ $ (239,88) $ 17,41¢ $ 454 $ - $ 402,67 $  504,90:
Cumulative Effect of Restatement -- - 46,17¢ - - - - (33,786 12,39:
Balance at March 31, 2004 (as
restated) 2339 % 23 $  370,39¢ $ (239,88) % 17,418 $ 454 $ - $ 368,88¢ $ 517,29
Comprehensive Income (Los:
Net income (as restate - - - - - - - 27,04¢ 27,04¢
Foreign currency translation
adjustmen - - - - 4,981 - - - 4,981
Net change in fair value of ca
flow hedging instrument - - - - - 147 - - 147
Amounts reclassified into
results of operation - - - - - (454, - - (454,
Comprehensive Income (z
restated) 31,72¢
Stock compensation expense (as
restated - - 5,85¢ - - - - - 5,85¢
Dividends declare - - - - - - - (3,955 (3,955
Repurchases of common stc - - - (56,912 - - - - (56,912
Exercise of options, net of tax 381 1 7,91¢ - - - - - 7,92
Tax impact from stock options (
restated - -- (646) - -- -- -- -- (646
Balance at March 31, 2005 (as
restated) 23,77t $ 24 $ 383,52¢ $ (296,79) $ 22,408  $ 147 $ - $ 391,98( $ 501,28t
Comprehensive Income (Los:
Net income (as restated) - - - - - - - 30,77( 30,77(C
Foreign currency translation
adjustmen - - - - (10,511 - - - (10,511
Net change in fair value of ca
flow hedging instrument - - - - - 1,142 - - 1,142
Amounts reclassified into
results of operation - - - - - (147, - - (147,
Comprehensive Income (z
restated) 21,25¢
Stock compensation expense (as
restated) - -- 11,04 - - - - 11,04
Dividends declare - - - - - - - (4,137 (4,137
Repurchases of common stc - - - (27) - - - - (27)
Exercise of options, net of t: 753 1 23,32( - - - - - 23,321
Tax impact from stock options (
restated) - - 247 - - - - 247
Balance at March 31, 2006 (as
restated) 2452¢ % 25 $ 418,14: $ (296,829 $ 11,89: ¢ 1,147 $ - $ 418,61 $ 552,99:
Comprehensive Income (Los:
Net income - - - - - - - 35,60¢ 35,60¢
Foreign currency translation
adjustment - -- - -- 11,45¢ - - - 11,45¢
Net change in fair value of ca
flow hedging instruments (net
of tax) - - - - - (111 - - (111
Amounts reclassified into
results of operation - - - - - (654, - - (654
Comprehensive Incom: 46,30z
Adjustment to initially apply
SFAS No. 158 (net of tay - -- - - -- -- 1,67C -- 1,67C
Stock compensation exper - - 9,30¢ - - - - - 9,30¢
Dividends declared - - - - - - - (4,200 (4,200
Repurchases of common stc - - - (20,209 - - - - (20,209
Exercise of options, net of t 43E -- 14,97( - -- -- -- -- 14,97(
Tax impact from stock optior -- -- (1,136 -- -- -- -- -- (1,136
Balance at March 31, 2007 24,96: $ 25 $  441,28! $ (317,03) $ 2335.  $ 377 $ 167C $ 450,02 $ 599,69t

(1) SeeNote 3 of the Notes to the Consolidated Finandiatesnents

SeeNotes to the Consolidated Financial Statements
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BLACK BOX CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS @

Year Ended March 31,

(As Restated

(As Restated

In thousands 2007 200¢ 200t
Operating Activities
Net income $ 3560¢ $ 30,77( 27,04¢
Adjustments to reconcile net income to net caskigeal by (used for) operating
activities:
Intangibles amortization and depreciat 22,61( 13,93( 7,95¢
Deferred taxe (1,266 (1,222 (1,835
Stock compensation exper 9,30¢ 11,04¢ 5,85¢
Tax impact from stock optior 1,13¢ (247, 64€
Change in fair value of interest rate sv 1,73¢ - --
Changes in operating assets and liabilities (necqtiisitions)
Accounts receivable, n 19,20: 9,36¢ 8,87¢
Inventories, ne (3,595 5,00( (76)
All other current assets excluding deferred taxt 3,34¢ 2,79¢ 3,811
Liabilities exclusive of long term de (51,451 (19,647 (77)
Net cash provided by (used for) operating activitie $ 36,63t $ 51,797 52,20¢
Investing Activities
Capital expenditure $ (5886 $ (4,115 (3,506
Capital disposal 1,015 1,44t 1,185
Acquisition of businesses (payments)/recove (127,716 (40,682 (102,553
Prior merge-related (payments)/recoveri (2,324 (378 107
Net cash provided by (used for) investing activitie $ (134,909 $ (43,730 (104,764
Financing Activities
Proceeds from borrowing $ 354,25: $ 192,88. 238,40¢
Repayment of borrowing (240,079 (218,989 (127,959
Repayment on discounted lease rer (30) (890, (458
Proceeds from exercise of optic 14,97( 23,32( 7,91¢
Deferred financing cos - (180 (1,352
Payment of dividend (4,203 (4,094 (3,847
Purchase of treasury sto (20,209 (27) (56,912
Net cash provided by (used for) financing activitie $ 104,70¢ $ (7,97¢) 55,80(
Foreign currency exchange impact on ¢ $ (480 $ (474 (955
Increase / (decrease) in cash and cash equivale $ 595( $ (385 2,28¢
Cash and cash equivalents at beginning of pe $ 11,200 $ 11,59: 9,30¢
Cash and cash equivalents at end of pe $ 17,157 $ 11,207 11,59:
Supplemental Cash Floy
Cash paid for intere: $ 15,33! % 8,33¢ 3,04t
Cash paid for income tax 16,871 17,22 17,06¢
Non-cash financing activities
Dividends payabli 1,052 1,05t 1,011
Capital lease 91k 1,214 714

(1) SeeNote 3 of the Notes to the Consolidated Finandiatesnents

SeeNotes to the Consolidated Financial Statements
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BLACK BOX CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Business and Basis of Presentation

Black Box Corporation (“Black Box” or the “Companyis the worlds largest dedicated network infrastructure serviwesider. Black Bo
offers one-source network infrastructure servieescbmmunication systems. The Compangervice offerings include design, installat
integration, monitoring and maintenance of voicatadand integrated communication systems. The Coypgrimary service offering
voice solutions, while providing premise cablingdasther data related services and products. Thep@oynprovides 24/7/365 techni
support for all of its solutions which encompasaksnajor voice and data manufacturers as welll80D0 network infrastructure prodc
that it sells through its catalog and Internet Wiigé and its Voice and Data services (collectivefgrred to as “On-Site services”) offices.

References herein to “Fiscal Year” or “Fiscal” malae Companyg fiscal year ended March 31 for the year referénéd references to doll:
amounts herein are presented in thousands, exeephpre amounts, unless otherwise noted.

The consolidated financial statements include twants of the parent company and its subsidiafissignificant intercompany accoul
and transactions have been eliminated in cons@iglaCertain items in the consolidated financiadtasments of prior years have b
reclassified to conform to the current year’s préston.

The preparation of financial statements in conftymaiith accounting principles generally acceptedhia United States of America requ
management to make estimates and assumptiondfénetttae reported amounts of assets and liakslidied disclosure of contingent assets
liabilities at the date of the financial statemestsl the reported amounts of revenues and expdusieg the reporting period. Actual resi
could differ from those estimates.

Note 2: Significant Accounting Policies

Cash and Cash Equivalents

The Company considers all highly liquid investmemischased with an original maturity of three maenti less to be cash equivalents. (
and cash equivalents are stated at cost, whiclozinpates fair value.

Allowance for doubtful accounts receivable

An allowance for doubtful accounts is recorded meffset to accounts receivable in order to preaemét balance the Company believes
be collected. In estimating the appropriate baldoc¢his allowance, the Company considers (1) gipe@serves for accounts it believes r
prove to be uncollectible and (2) additional ressrvbased on historical collections, for the remainof its accounts. Additions to !
allowance for doubtful accounts are charged toir8gligeneral & administrative expense within ther@anys Consolidated Statement
Income, and deductions from the allowance are dszbwhen specific accounts receivable are writfeauncollectible.

Inventories

Inventories are valued at the lower of cost or rearkhe Company uses the first-in, fistt average cost method to value the majoritys
inventory. However, several locations within then@any use other valuation methods, including finsfirst-out (“FIFO”) and actual curre
costs. The Company records an estimate for slowinmgoand obsolete inventory based upon product kedgd, physical invento
observation and an aging analysis of the inventonhand. Upon a subsequent sale or disposal afrtpaired inventory, the correspond
reserve is relieved to ensure the cost basis dhtlentory reflects any reductions.

Property, Plant and Equipment

Property, plant and equipment are stated at cestphaccumulated depreciation. Maintenance, repaid minor renewals are charge
operations as incurred. Major renewals and bettetsnevhich substantially extend the useful lifeted property, are capitalized at cost. U
sale or other disposition of assets, the costgalated accumulated depreciation are removed fraratcounts and the resulting gain or
if any, is reflected in income.

Depreciation is computed using the straight-linehné based on the estimated useful lives ofi@Qears for buildings and improvements
3 to 5 years for machinery and equipment. Leasehofitovements are depreciated over their leasesteamuseful lives, if shorter. T
Company reviews property, plant and equipment fopdirment whenever events or changes in circumetaiaicate that the carryi
amount of an asset may not be recoverable. If dine af the estimated future cash flows (undiscountegected to result from the use
eventual disposition of an asset is less than dnging amount of the asset, an impairment losedsgnized. Measurement of an impairn
loss is based on the fair value of the asset. Nmirment of property, plant and equipment has hdentified during any of the perio
presented.
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Goodwill

Goodwill is the excess of purchase price over tlaes of net assets acquired in acquisitions. Gobdwsubject to, at a minimum, an anr
impairment assessment of its carrying value. Gobdmpairment is deemed to exist if the net bookueaof a reporting unit exceeds
estimated fair value. Estimated fair values of idygorting units are estimated using an earningseinaad a discounted cash flow valua
model. The discounted cash flow model incorpordiesCompanys estimates of future cash flows, allocations ofate assets and cash flc
among reporting units, future growth rates and rganmeents judgment regarding the applicable discount ratesd to discount tho
estimated cash flows. No impairment of goodwill bagn identified during any of the periods presénte

Intangible Assets

Definite-lived intangible assets are amortized atraight-line basis over their estimated useftddiof 3-5 years for nocempete agreemer
one year for backlog and 10-20 years for customkationships. Indefinitdéived intangible assets not subject to amortizationsist solely ¢
the Companys trademark portfolio also obtained through actjoiss. The Company reviews intangible assets fquaimment whenev:
events or changes in circumstances indicate tleatalrying amount of an asset may not be recower#flthe sum of the estimated future ¢
flows (undiscounted) expected to result from the and eventual disposition of an asset is less tharcarrying amount of the asset
impairment loss is recognized. Measurement of graimment loss is based on the fair value of thetad& impairments of intangible ass
have been identified during any of the periods gméed.

Derivative Instruments and Hedging Activities

Foreign Currency Forward Contras

The Company has operations, clients and supplievddwide, thereby exposing the Compasfinancial results to foreign currer
fluctuations. In an effort to reduce this risk ofdign currency fluctuations, the Company genersdlifs and purchases inventory base
prices denominated in U.S. dollars. Intercompargss#éo subsidiaries are generally denominated énsthbsidiarieslocal currency. Th
Company has entered and will continue in the fytarea selective basis, to enter into foreign awyeforward contracts to reduce the fore
currency exposure related to certain intercompaagstactions, primarily trade receivables and lo#tlsof the foreign currency forwa
contracts have been designated and qualify as ftmshhedges. The effective portion of any changeghie fair value of the derivati
instruments is recorded in Other Comprehensive nrecglLoss) (“OCI”) until the hedged forecasted transaction occursherrécognize
currency transaction affects earnings. Once thechsted transaction occurs or the recognized ayrémansaction affects earnings,
effective portion of any related gains or lossedhencash flow hedge is reclassified from OCI ® @ompanys Consolidated Statements
Income. In the event it becomes probable that #ugad forecasted transaction will not occur, tiedf@ctive portion of any gain or loss on
related cash flow hedge would be reclassified f@@1 to the Company’s Consolidated Statements afrime

Interest Rate Swa

To mitigate the risk of interest-rate fluctuaticassociated with the Company’s variable rate lrg: debt, the Company has implemente
interestrate risk management strategy that incorporatesusieeof derivative instruments to minimize sigrafit unplanned fluctuations
earnings caused by interest-rate volatility. Thenpany’s goal is to manage interest-rate sensitlwtynodifying the repricing characteristic
of certain balance sheet liabilities so that theimgrest margin is not, on a material basis, adlgraffected by the movements in inte
rates. The Company’interest rate swap does not meet the requirerf@mtiedge accounting and is marked to market tjindaterest expen
(income) in the Company’s Consolidated Stateme@pérations.

Foreign Currency Translation

The financial statements of the Companforeign subsidiaries, except those subsidianeBrazil and Mexico, are recorded in the I
currency, which is the functional currency. Foreigmrrency assets and liabilities are translated IBtS. dollars at the rate of excha
existing at the yeaend date. Revenues and expenses are translateel adrage monthly exchange rates. Adjustmentdtiresfrom thes
translations are recorded in OCI in the Compargonsolidated Balance Sheets and will be includédcome upon sale or liquidation of
foreign investment. Gains and losses from foreigmmancy transactions, denominated in a currencegrathan the functional currency,
recorded in Other Expenses (Income) in the Compaf@gnsolidated Statements of Income. The U.S. dlshe functional currency f
those subsidiaries located in Brazil and Mexico.

Revenue

Within the Companys Hotline Services segment, revenues are recogmibed title to products sold passes to the custowigich generall
occurs upon shipment from the Company’s location.

Within the Companys Data Services and Voice Services segments, resare recognized from maintenance service cosfraxives, ad(
and changes and network integration services wiegdrvices are provided. Service contracts arergiy prebilled and are reflected on
balance sheet as deferred revenue and are generadignized over the service period on a strdigbtbasis. Revenues from the sale
installation of products and systems are recognizgdg the percentage-obmpletion method based upon the proportion of aatost:
incurred to estimated total costs. At the time sslon a contract becomes known, the entire amdutiteoestimated loss is recogni
immediately in the financial statements. The Conyplaas historically made reasonably accurate estisnat the extent of progress towe
completion, contract revenues and contract costssdongterm contracts. However, due to uncertainties iahtein the estimation proce
actual results could differ materially from thostimates
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Sales returns At the time of sale, an estimate for sales retisnmecorded based on historical experience.

Warranties:Estimated future warranty costs related to ceqagulucts are charged to operations in the perieddfated revenue is recogni
based on historical experience.

Shipping and Handling Fees and CostsAl-fees billed to clients for shipping and handjiare classified as a component of Net Reve
All costs associated with shipping and handlingadassified as a component of Cost of Sales.

StockBased Compensation

On April 1, 2006, the Company adopted StatemenFiafncial Accounting Standards (“SFAS”) No. 123v{sed 2004), “Shar8ase
Payment” (“SFAS 123(R)”) which requires companie®stimate the fair value of sharased payment awards and recognize compen
expense over the requisite service period for tréign of the award that is ultimately expectediést. Prior to the adoption of SFAS 123
the Company accounted for shdx@sed awards to employees and directors usingittiesic value method in accordance with Accour
Principles Board Opinion No. 25, “Accounting foro8k Issued to Employees” (“APB 25”) as allowed un8€AS No. 123, Accounting fo
Stock-Based Compensation” (“SFAS 123"). Under thteirisic value method, no stoddased compensation expense related to stock o
was required to be recognized if the exercise mfae Companys stock options granted to employees and diregtassequal to or grea
than the fair market value of the underlying stookthe measurement date.

The Company adopted SFAS 123(R) using the modgiedpective transition method which requires comnspsan cost to be recognized
all sharebased payments granted after the date of adoptidtios all unvested awards existing on the datadaiption. In accordance with
modified prospective transition method, the Compampnsolidated financial statements for prior msibave not been retroactively adju:
to reflect, and do not include, the impact of SFEZ3(R). However, the modified prospective transitinethod does require the Compan
provide pro forma disclosure of specific incomeestzent line items for periods prior to the adoptdtsFAS 123(R) as if the fair-valumse!
method had been applied to all awaiSiseNote 14.

SFAS 123(R) requires companies to estimate thevdire of share-based payment awards on the gedettssing an optiopficing model
Upon adoption of SFAS 123(R), the Company beganguslie BlackScholes option pricing model as the method of waunafor the
Company’s stock options. The model requires theofisarious assumptions. The key assumptions amereurized as follows:

Expected volatilityThe Company estimates the volatility of its comnstwock, par value $.001 per share (the “common &fpek the dat
of grant based on the historical volatility of @@smmon stock.

Dividend yield:The Company estimates the dividend yield assumtzmed on the Company’s historical and projectedeind payouts.

Risk-free interest rateThe Company derives its ridkee interest rate on the observed interest rapgsogriate for the term of t
Company’s employee stock options.

Annual forfeiture rate and expected holding peridtle Company estimates the annual forfeiture rateexpected holding period basec
historical experience.

Amortization periodiThe Company recognizes the fair value of awards @xipense over the requisite service periods atsocivith th
award.

Advertising Expenses

Catalogs and other direct marketing pieces ardalggid and amortized over their expected periotlbfre benefit ranging from 2-years
which is recorded in Prepaid and other currenttasséhin the Compang Consolidated Balance Sheets. All other advegisiosts ar
expensed as incurred.

Advertising expense was $9,120, $9,414 and $11f6A&iscal 2007, Fiscal 2006 and Fiscal 2005, repely and is recorded in Sellir
general & administrative expenses.
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Income Taxes

The Company accounts for income taxes using an asddiability approach, which requires the redtign of deferred income tax assets
liabilities for the expected future tax consequanckevents that have been recognized in the Coyhpdimancial statements or tax retu
Deferred income tax assets and liabilities arerdeteed based on the temporary differences betwleefiinancial statement and tax base
assets and liabilities using enacted tax ratesaldation allowance is provided on deferred tax tgsiet is determined that it is more like
than not that the asset will not be realized.

Earnings per common Share

Basic earnings per common share (“basic EPS”) amgpated by dividing income available to common kltmdders by the weightedverag
number of common shares outstanding during theg@ebiluted earnings per common share (“diluted ‘BRScomputed similarly to that
basic EPS, except that the weightegtrage number of common shares outstanding dtinmgeriod is adjusted to include the numbe
additional common shares that would have beenandsig if the dilutive potential common shares hadn issued.

Recent Accounting Pronouncements

Fair Value Option for Financial Assets and Finarldigabilities

In February, 2007, the Financial Accounting StaddaBoard (the “FASB”) issued SFAS No. 159THe Fair Value Option for Financi
Assets and Financial Liabiliti—Including an Amendment of FASB Statement No. (‘BFFAS 159”).SFAS 159 permits an entity to elec
measure eligible items at fair value (“fair valyation”) including many financial instruments. The provisasf SFAS 159 are effective
the Company as of April 1, 2008. If the fair valyation is elected, the Company will report unreadizjains and losses on items for whick
fair value option has been elected in earningselh subsequent reporting date. Upfront costs aelridated to items for which the fair ve
option is elected shall be recognized in earnirggBeurred and not deferred. The fair value optitay be applied for a single eligible it
without electing it for other identical items, witlertain exceptions, and must be applied to thieeseligible item and not to a portion of
eligible item. The Company is currently evaluatthg irrevocable election of the fair value optiamwguant to SFAS 159.

Prior Year Misstatements on Current Year Finan8ttement

In September, 2006, the Securities and Exchangen@ssion (the “SEC”) issued Staff Accounting Bulkelo. 108, Considering the Effec
of Prior Year Misstatements when Quantifying Misstaents in Current Year Financial Statements” (“SA®3"). SAB 108 provide
interpretive guidance on how the effects of priealy uncorrected misstatements should be considened quantifying misstatements
current year financial statements for the purpdsa materiality assessment. The SEC staff belighas registrants should quantify err
using both a balance sheet and an income stateappmach and evaluate whether either approachtseaujuantifying a misstatement tt
when all relevant quantitative and qualitative éastare considered, is material. SAB 108 is effiecis of the Company’fiscal year er
March 31, 2007. The Company adopted SAB 108 as afcM31, 2007. The adoption of SAB 108 did not hawmaterial impact on tl
Company’s consolidated financial statements.

Fair Value Measuremen

In September, 2006, the FASB issued SFAS No. 137ait Value Measurements(*SFAS 157”), which defines fair value, establishe
framework for measuring fair value in generally gmied accounting principles and expands disclosalvest fair value measurements. Si
157 is effective for the Company beginning on Afril2008. The requirements of SFAS 157 will be &gopprospectively except for cert
derivative instruments that would be adjusted tglothe opening balance of Retained earnings impéred of adoption. The Company
evaluating the impact of the adoption of SFAS 16%h® Company’s consolidated financial statements.

Defined Benefit Pension and Other Postretiremeahf

On April 30, 2006, the Company acquired the USA @umrcial and Government and Canadian operations eftildOne, LL(
(“NextiraOne”), who is a sponsor of a non-contrimyt defined benefit plan (the “CWA Planfyr the Communication Workers of Amer
Local 1109 (“CWA 1109").Benefits from the CWA Plan are based upon yearseofice and rates negotiated by the Company and
1109. Pension costs are funded to satisfy minimesmirements prescribed by the Employee Retirenmexatnhe Security Act of 1974.

In September, 2006, the FASB issued SFAS No. 1&8nployers’ Accounting for Defined Benefit Pension and OtherstRairemer
Plans” (“SFAS 158") that would amend SFAS No. 8Emniployers’ Accounting for Pensions,” SFAS No. 8&niployers’ Accounting fo
Settlements and Curtailments of Defined BenefitdrkemPlans and for Termination Benefits,” SFAS @6, “Employers’Accounting fo
Postretirement Benefits Other Than Pensions” anASSNo. 132 (Revised 2003), “EmployerBisclosures about Pensions and C
Postretirement BenefitsThis standard requires, among other things, conegata recognize on the balance sheet the fundeshfondet
status of pension and other postretirement beplksfits and to recognize the change in funded stattiee period the change occurs thro
comprehensive income. The provisions of SFAS 1%8edfective as of the Compamyfiscal year ended March 31, 2007. The Com
adopted SFAS 158 as of March 31, 2007. The adopti@®FAS 158 had no impact on the Comparfytatement of Operations on the da
adoption. However, the Company did record a ligbitf $3,452 representing the unfunded portionhef CWA Plan included in Oth
liabilities within the Company’s Consolidated BatenSheets and an unrecognized gain of $2,717 @heéfrof tax) into OCI.
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Uncertainty in Income Taxes

In July, 2006, the FASB issued FASB Interpretatdm 48, “Accounting for Uncertainty in Income TaxXe§€FIN 48”). FIN 48 requires th,
realization of an uncertain income tax position trhes“more likely than not” {.e., greater than 50% likelihood of receiving a bet)dfefore
it can be recognized in the financial statementsthier, FIN 48 prescribes the benefit to be reatiidehe financial statements as the am
most likely to be realized assuming a review bydaghorities having all relevant information anglgmg current conventions. FIN 48 a
clarifies the financial statement classificationtax+elated penalties and interest and sets forth riselo$ures regarding unrecognized
benefits. FIN 48 is effective for the next fiscaday beginning after December 15, 2006. The Compderys to adopt FIN 48 as of April
2007, as required. The Company expects to recorth@ease in contingent tax liabilities and a deseeto Retained earnings throug
cumulative effect adjustment of between approxitgeé.0 million and $6.0 million upon adoption offN-48.

Definition of Settlement in FIN <

In May, 2007, the FASB issued staff position NA\NHI8-1, “Definition of Settlement in FASB Interpretation M8 (“FSP FIN 48-1")which
amended FIN 48 to provide guidance about how a@rprise should determine whether a tax positiceffesctively settled for the purpose
recognizing previously unrecognized tax benefitedél FSP FIN 48. a tax position could be effectively settled ammpletion of a
examination by a taxing authority. The Company glanmadopt FSP FIN 48-1 in conjunction with adoptid FIN 48 as of April 1, 2007The
Company does not expect a material adjustmengt€tmpany’s consolidated financial statements tperadoption of FSP FIN 48-1.

Stock-Based Compensation

In December, 2004, the FASB issued SFAS 123(R). SE23(R) is a revision of SFAS No. 123, supersedleB 25 and amends SF,
No. 95,“Statement of Cash Flows.” SFAS 123(R) requires tduampanies recognize all shdvased payments to employees, including g
of employee stock options, in the financial statetseThe recognized cost is based on the fair vafulie equity or liability instrumer
issued. Prderma disclosure of this cost is no longer an ak#ive under SFAS 123(R). SFAS 123(R) was effedibrgpublic companies
the beginning of the first annual reporting petedjinning after June 15, 2005.

As permitted by SFAS 123, the Company accountedt$ostock-based compensation plans under APB Rftinsic value method and,
such, recognized no stock-based compensation exifethe exercise price of the Compasigtock options granted to employees and dire
was equal to or greater than the fair market vafutae underlying stock on the measurement date.adoption of SFAS 123(Ry)'fair valut
method has had no impact on the Compamyerall financial position or cash flows. BasedSFAS 123(R), the Company transitioned tc
new requirements by using the modified prospedtiamsition method. This transition method requizesmpensation cost to be recognizec
all share-based payments granted after the datdagition and for all unvested awards existing endéte of adoption.

SFAS 123(R) also requires the benefits of tax diolus in excess of recognized compensation coseperted as a financing cash flc
rather than as an operating cash flow as requineiérupast standards. This requirement will redweteoperating cash flows and increase
financing cash flows in periods after adoption whiem benefits of tax deductions are in excessarfgrized compensation cost.

The Company adopted the provisions of SFAS 123¢§R)fapril 1, 2006. For Fiscal 2007, the Compangognized compensation expens
$9,308 ($6,050 net of tax) or $0.34 per dilutedrshan the Company’s Consolidated Statements ofnec&eeSignificant Accountin
Policies (within this Note 2) and Note 14 for fugtireference to the disclosures required by SFARRYR

Tax Effects of Share-Based Payment Awards

On November 10, 2005, the FASB issued Staff Pesilo. SFAS 123(R)-3, Transition Election Related to Accounting for Taldgts o
Share-Based Payment Awards” (“SFAS 123(R)-Fhe alternative transition method includes simetifimethods to establish the begini
balance of the additional paid-in capital pool (18R00l") related to the tax effects of employeargbased compensation, and to deteri
the subsequent impact on the APIC pool and CorseliiStatements of Cash Flows of the tax effecesmgfloyee sharbased compensati
awards that are outstanding upon adoption of SFAER). The company has elected this transition otetlor calculating tax effects
share-based payment awards.

Note 3: Restatement of Consolidated Financial Stateents
Restatement through March 31, 20(

Background

On November 13, 2006, Black Box received a letfenfmrmal inquiry from the Enforcement Division tfie SEC relating to the Compasy’
stock option practices from January 1, 1997 togmesAs a result, the Audit Committee (the “Auditr@mittee”) of the Compang’Board ¢
Directors (the “Board”), with the assistance ofsidé legal counsel, commenced an independent resigive Companys historical stoc
option grant practices and related accountingtfcksoption grants during the period from 1992he present (the “Review Period”).
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On February 1, 2007, the Company announced thale Wie review of option grant practices was cauitig, it believed that it would need
record additional non-cash charges for stbaked compensation expense relating to certaik stotion grants and, accordingly, cautio
investors about relying on its historical financghtements until the Company could determine we&ttiainty whether a restatement woule
required and, if so, the extent of any such restate and the periods affected.

On March 19, 2007, although the Audit Committee hatlyet completed its review, the Audit Committemcluded that the exercise prict
certain stock option grants differed from the faiarket value of the underlying shares on the apmtpmeasurement date. At that time,
Company and the Audit Committee announced thatais wurrently expected that the Company’s additiowad-cash, préax charges fc
stockbased compensation expense relating to certailk sfoion grants would approximate $63 million fbetReview Period. In additic
the Company and the Audit Committee concluded tt@iCompany would need to restate its previoisdyed financial statements contai
in reports previously filed by the Company with tBEC. Accordingly, on March 19, 2007, the Compang the Audit Committee conclud
that the Company’s previousigsued financial statements and other historicaricial information and related disclosures for Reiew
Period, including applicable reports of its currenformer independent registered public accountimgs and related press releases, s
not be relied upon.

On May 25, 2007, the Company was advised by thergefment Division of the SEC that a Formal OrdePafate Investigation arising ¢
of the Company’s stock option practices had be¢ared and on May 29, 2007 the Company receivedpomna that was issued by the SEC.

On May 31, 2007, the Company announced that, &swtrof the ongoing review of stock option pragsicCompany management and
Audit Committee expected that the Company’s add#iaon-cash, pre-tax charges for stbelsed compensation expense relating to ct
stock option grants would approximate $70 million the Review Period.

Findings of the Audit Committee

During the Review Period, the Company granted stgations pursuant to an employee stock option plach a director stock option plar
acquire approximately 10.9 million shares of thenown stock. Such plans at all relevant times preifbr option grants to be approved |
designated committee of n@mployee directors or, in the case of the direstock option plan, by the Board. Approximately ZGfiocl
option grants were awarded during the Review Pewidl 69 recorded grant dates. No stock optionsshaeen granted since Septem
2006. The Audit Committee reviewed all stock opsigmanted during the Review Period, including aptjpants to the Comparsydirectors
officers and rank and file employees (includingngsato new employees, grants awarded in conneatitnCompany acquisitions and gré
made as individual or group performance awardsg. Ahdit Committee’s review of the Compasystock option granting practices include
comprehensive examination of reasonably availaddkvant physical and electronic documents as veelhgerviews with current and forn
directors, officers and Company personnel.

The Audit Committee’s review was initially focuset determining whether the Compasiyprior stock option granting practices wer
compliance with the plangjranting provisions and applicable law or calletbiquestion its accounting for such options. Oriceecam
evident that such issues and accounting implicatiexisted, the inquiry focused on those mattersess=ry: to determine whether .
accounting charges were material and whether atessent of the Company’s previous$gsued financial statements would be require
establish a basis for effecting any required restent; to assure that, on as timely a basis ashpmsthe Company could file any requi
curative disclosures with the SEC and assure itsimaoed eligibility for listing on The NASDAQ Stodarket (“NASDAQ”); and to provid
an informed basis for the Company’s response tadéwtified issues, including appropriate corregtand remedial actions.

The following information summarizes certain of firlings of the Audit Committee. The findings idiéied approximately $71.5 million «
unrecorded expense at the time of grante(, the difference between the fair market value i tommon stock on the appropr
measurement date and the stated exercise pricedf derfeitures, during the Review Period, of whi&70.0 million was recorded in 1
Companys consolidated financial statements through Mafch2006 and $1.5 million of unrecorded expensehattime of grant will b
included, beginning at April 1, 2006, in the Comgancomputation of compensation expense in accordaitheSFAS 123(R). The followir
summarizes the unrecorded expense at the timenf by time period and category of recipient:

. $4.2 million for the period from Fiscal 1993 throuBtscal 1997 ($0.2 million for directors, $2.5 rah for officers and $1.5 millic
for rank and file employee:

. $45.6 million for the period from Fiscal 1998 thrdugugust 2002 ($1.1 million for directors, $25.7lran for officers an
$18.7 million for rank and file employee

. $21.8 million for the period from August 2002 to theesent ($0.04 million for directors, $0.6 millidor officers and $21.1 millic
for rank and file employee:
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The Audit Committee’s additional key findings atersnarized below:

Lack of Adequate Documentation: For a majority of grants issued by the Company rduithe Review Period, there is either nc
inadequate documentation of approval actions thtsfees the requisites for establishing a measargndate under APB 25. Of the
recorded grant dates, there are documented appaatians by the Board or the Option or CompensaGammittee of the Board (t
“Compensation Committeetyith respect to particular grants for 12 dateshkn period December, 1992 to May, 1996, neithentiraites o
the Compensation Committee nor of the Board refi@gt action to approve specific grants. In som&imses, evidence of single director
chairman of the Compensation Committee) approviabia& exists. This absence of nemployee director level documentation also appb
a majority of grants with a recorded grant dateraf996. In some cases, Compensation Committeetesimontain a reference to report:
the status of the option pool but do not documentaction to approve specific grants. Approval doeutation for certain grants has inte
inconsistencies or conflicts with other documehisréby rendering this documentation unreliable assis for establishing a measurer
date. In some cases, the only existing documentasigdhe executed option agreement and/or the efttiie option grant into the opti
database. Notwithstanding these approval docunientatadequacies, the Company entered into optgmeeanents with grantees and
honored such grants.

Grant Approvals : During the Review Period, relatively few option gtewere approved in complete compliance with tbenfanys stocl
option plans. Available documentation reflects tthet Company approved option grants in a varietways. With respect to the emplo
stock option plan, grants were approved by the Goregtion Committee as contemplated by the plam@bus times, by the full Board
1998 and 1999, by a single director (the chairmiithe Compensation Committee) on nine recordedtgdates during the period 1¢
through 2001 and by the Company’s Chief Executiiécér (“CEO”) at various times. With respect to the director Istogtion plan, gran
were generally approved by the designated Boardritiee and, in a few cases, by the chairman ofGbmpensation Committee. In ¢
instance in 2000, there is no conclusive documgnéaidence of the approval of director grants ottiean the signed director opti
agreements.

The delegation of authority by the Compensation @ittee to the CEO with respect to grants to ran#t file employees was not fu
documented. However, there was an understood areped practice between the CEO and the Compendatmmittee whereby the Ci
made certain awards to individual employees. Inesamstances, this involved the allocation amond rand file employees of blocks
shares approved by the Compensation Committe@rée t(3) such instances, the number of sharesaitignawarded pursuant to this proc
exceeded the approved size of the block, whichagagrary to the understanding of the Compensatiomi@ittee members. Further, conti
to the understanding of the Compensation Commitiembers, the award and/or documentation of thadigithual grants often significant
lagged the approval of the block grant. In Augu3®® the Compensation Committee specifically ackedged a prior grant of delega
authority to the CEO to make option grants to rand file employees and ratified all prior awardstiy CEO. In some cases, document:
of approval action is either inconclusive or migsiand the Company therefore has been unable ¢ondiee what entity or person actui
approved specific grants.

Option Pricing : The recorded grant dates for a majority of gramts ot match the applicable measurement dates asnaed under AP
25. The grants of options with exercise prices lotlian the fair market values of the stock on ttie@a measurement dates did not satisf
fair market pricing requirement in the Company’arnd, as amended in 1998, and were not consistédntlve Company disclosures in SE
filings stating that the exercise price of optioves equal to the fair market value of the stockhendate of the grant.

The relationship between the stated exercise pfiaptions and the fair market value of the Comparsfock on the date of the identifia
approval actions varied from grant to grant. In earases, the exercise price of grants reflecteéathenarket value of the underlying she
on the date of any documented approval actiontharccases, the exercise prices reflected therfaiket value of the underlying shares 1
date either prior or subsequent to any such doctedeapproval action and the exercise price wasHakan the fair market value on the ¢
of any such action. In several such cases beforgugtl2002, the use of such grant dates and lowercise prices (together with otl
available evidence) supports a finding that theoméed grant dates and corresponding exercise pviegs selected with the benefit
hindsight. For certain grants where the mismatdivéen the recorded grant date and the approvalrastas only a matter of days, howe
the mismatch appears to have been attributableatzurate recording or administrative delays. mesgases, the apparent approval actio
not identify all grantees; for example, there asses where a block grant was approved subjectldteadetermination of individual gre
recipients and grants were recorded with a gratd, @ad corresponding exercise price, that matthedlate of the apparent approval of
block grant and the fair market value of the comrstmrtk on that date although individual grant regis may have been identified some 1
after approval of the block grant. Finally, in soweses, the approval action for specific grantsosadequately documented. Where
recorded grant date did not satisfy the requidibesa measurement date under APB 25, the Compdigdren default methodologies
determine an appropriate measurement date.

Internal Controls : As outlined above, the Compasyhistorical administration of its options progréanked discipline as it relates to pra
adherence to the plan requirements, corporatedkeeping and documentation. Since November 2008eter, the Company has prop
administered the stock option program as it reladesvards to directors and officers. During theestigation, the Company identified con
gaps related to grants made throughout the Reviesiod® As of March 31, 2007, the Company implemeéradditional procedures to
process that are focused on formalized documentafiappropriate approvals and determination ohgr@rms to employees.
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Procedural and Remedial Actions

The Audit Committee and other relevant Board corteeg are committed to a continued review and imetgation of procedur
enhancements and remedial actions in light of thegoing findings. Consistent with its obligatianéct in the best interests of the Comy
taking into account all relevant facts and circuanses, the Audit Committee is continuing to assiessappropriateness of a broad ranc
possible procedural enhancements and potentialdiehmaeasures in light of the findings of its ravie

While the Audit Committee has not completed its sideration of all such steps, procedural enhancesm@ay include recommendatic
regarding improved stock option administration gdres and controls, training and monitoring coenpde with those procedures, corpc
recordkeeping, corporate risk assessment, evatuafithe internal compliance environment and otkenedial steps that may be appropr
Any such procedural enhancements will be recomnebriethe Audit Committee to the Board and/or appedp Board committee f
adoption. In advance of action by the Audit Comesgittas noted above, the Company has implementéiibadtprocedures to its process
approving stock option grants that are focused amaélized documentation of appropriate approvald éetermination of grant terms
employees.

In light of the findings of the Audit Committee’review, William F. Andrews, Thomas W. Golonskidafhomas G. Greig, three curr
directors who also served during portions of thei®e Period and who hold options as to which theasneement date was adjuste:
connection with the Compars/testatement, agreed voluntarily to reprice tlmgstanding options with a recorded exercise gass than tr
fair market value of the common stock on the actiogmrmeasurement date as determined by the Auditrlitee so that the exercise pi
matches the fair market value of the common statkuwch accounting measurement date. In additionh&&l McAndrew, who became
Company’s Chief Financial Officer (“CFO’ijn December, 2002, also agreed voluntarily to @pthe one option granted to him afte
became CFO with a recorded exercise price less ttimarfair market value of the common stock on theoanting measurement date
determined by the Audit Committee so that the dgergrice matches the fair market value of the comrstock on such account
measurement date.

The Audit Committees ongoing review includes an evaluation of the dland possible claims or other remedial actiayesrest current ar
former Company personnel who may be found to hagerbsponsibility for identified problems duringtReview Period. Accordingly, t
Audit Committee has begun to address and is addgessid expects to continue to address issuesddfidual conduct or responsibilit
including those of the Board, CEOs and CFOs serdining the Review Period. In connection therewlithsed on the findings of the At
Committee as to Fred C. Young, the Companiormer CEO who resigned on May 20, 2007, the A@bmmittee concluded a
recommended to the Board, and the Board determihatMr. Young could have been terminated duedasg for Termination (as definec
his agreement dated May 11, 2004) at the time Mung resigned as a director and officer of the Caamgpon May 20, 2007. In light of tt
determination and the terms of the agreements MithYoung, all outstanding stock options held by. Moung terminated as of the date
his resignation.

The Audit Committee may recommend additional remletiieasures that appropriately address the issigedrby its findings. Such poten
remedial measures may include possible claimsh@raemedial actions against current and former @2om personnel who may be founs
have been responsible for identified problems dytive Review Period.

Restatement Methodologies

As of April 1, 2006, the Company adopted SFAS 123(Bing the modified prospective transition methbader this transition methc
compensation expense is to be recognized for alledfased compensation awards granted after the daddapftion and for all unvest
awards existing on the date of adoption. Prior filAl, 2006, the Company accounted for stbalsed compensation awards to direc
officers and rank and file employees using theirisic value method in accordance with APB 25 aswadld under SFAS 123. Under
intrinsic value method, no shabased compensation expense related to stock optiamnsequired to be recognized if the exercisespoicthe
stock option was at least equal to the fair mavishie of the common stock on the “measurement’dafeB 25 defines the measurement |
as the first date on which are known both (1) thmber of shares that an individual grant recipisr@ntitled to receive and (2) the optior
purchase price, if any.

In light of the Audit Committee’s review of the Cpamy’s stock option granting practices during the Revilawiod and as to those case
which the Company previously used a recorded gilate¢ as the measurement date that the Companynileder could no longer be rel
upon, the Company has developed and applied thanioly methodologies to remeasure those stock ogirants and record the relev
charges in accordance with APB 25 by considerirgftfiowing sources of information: (i) meeting ratas of the Board and of committ
thereof and related materials, (ii) Unanimous \WrnitConsents of the Board and of committees the(@idtthe dates on which stock opti
grants were entered into the Company’s stock optatabase (“create date”Jv)relevant email correspondence reflecting stoplion gran
approval actions, (v) individual stock option agnemts and related materials, (vi) employee and @o#er letters, (vii) documents relating
acquisitions, (viii) reports on Form 4 filed withe SEC and (ix) guidance of the Office of the CiieEountant of the SEC on stock opl
matters as set forth in its letter dated SepterhBe2006.
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Grants with Appropriate Committee ApprovalWith respect to grants of approximately 1.0 roillishares, or approximately 9% of the 1
grants in the Review Period, the Company has et&lda support the approval of the grant under tbeksoption plans by the relevi
committee of the Board, and such evidence inclutilesnumber of options each individual was entiledeceive and the option pri
However, the relationship between these documeapguioval actions and the originallgeorded grant dates and exercise prices fc
options so approved varied during the Review Pelivdome cases, grants were recorded with a dgedetand a corresponding exercise |
that matched the date of the approval action oevatherwise consistent with the terms of the apgiraction. In other cases, however,
recorded grant dates and corresponding exercisespof the grants reflected the fair market valuh® common stock on a date prior to
committees documented approval actions. The Company hastedsthe compensation expense for stock optiontgreglating ti
approximately 0.4 million shares of common stockusyng the date of the documented approval act®the measurement date. The |
additional non-cash, prax charge for these grants is approximately $1li8m net of forfeitures, amortized over the appriate vestin
period through March 31, 2006, of which $0.07 roillirelates to director options, $1.3 million retate officer options and $0.4 milli
relates to rank and file employee options.

Grants with Other Approvals With respect to grants of approximately 1.9 roillishares, or approximately 18% of the total gramtthe
Review Period, the Company has evidence to supiperapproval of the grant by the Board, an outsidector or the Compang’CEO an
the identification of the number of options eactiiiidual was entitled to receive together with tpion price. These grants are distinguis
from the grants described in the prior paragrapthat the nature of the approval was not fully ¢stesit with the terms of the relevant st
option plan. As with the grants discussed in theceding paragraph, the relationship between thesengented approval actions and
originally-recorded grant dates and exercise prices for thienspso approved varied during the Review Perindsome cases, grants w
recorded with a grant date and a correspondingciseeprice that matched the date of the approvaraor were otherwise consistent with
terms of the approval action. In other cases, hewdtie recorded grant dates and correspondingisgerices of the grants reflected the
market value of the Comparsystock on a date prior to the approval action. Thenpany has restated the compensation expenstofck
option grants relating to approximately 1.6 millishares of common stock by using the date of thmumiented approval action as
measurement date. The total additional non-cashitaprcharge for these grants is approximately $7lilom net of forfeitures, amortize
over the appropriate vesting period through Marth2006, of which $0.5 million relates to directmptions, $2.6 million relates to offic
options and $4.5 million relates to rank and fiepdoyee options.

Grants Lacking Adequate DocumentationWith respect to grants of approximately 7.9 miilishares (5.0 million shares to rank and
employees), or 73.0% of the total grants in thei®eweriod, the Company has been unable to locaguate documentation of apprc
actions that would satisfy the requisites for a saeement date under APB 25. For these grants, nreamagg considered all available reley
information to form a reasonable conclusion asht® rmost reasonable measurement date. For all gratiés category, the Company |
established default methodologies for determinhegrhost appropriate measurement date under APB 25.

With respect to grants entered into the Compsusydck option database after September 9, 1998n wte database began to reflect a ¢
date which is the date on which a grant was entertedthe system, the Company has determined ta¢heséndividual create date for e:
grant as the APB 25 measurement date, which wasst cases different from the originallgeorded grant date. The Company believes
this create date is the most appropriate methogologhe absence of sufficient evidence of appreval these grants as it represents
earliest point in time at which the evidence sholat all requisites for the establishment of theasueement date had been satisfied.
create dates preceded, often by a significant atnafuime, the execution of stock option agreementsich, generally, were manually sig!
by the Companyg CEO and manually signed and dated by the grameeldition, in almost all cases, a grant enténéaithe database, whi
established the create date, ultimately resultetiéncreation of a stock option agreement reflgctinch grant. Accordingly, while execut
of the stock option agreements constituted a deknowledgement by the grantee and the Companyeofitantees legal entitlement to tl
grant, the Company believes the create date margately reflects the date of approval than doessthned option agreement. The Comy
has restated the compensation expense for stomoapiants relating to approximately 4.2 milliorasés of common stock by using the cr
date as the measurement date. The total addittmratash, préax charge for these grants is approximately $48lBon, net of forfeitures
amortized over the appropriate vesting period throllarch 31, 2006, of which $0.5 million relatesdicector options, $17.2 million rela
to officer options and $32.2 million relates tokamnd file employee options. The Companprocedures for evaluating the appropriatene
measurement dates fixed with reference to suchiecdsdes included a sensitivity analysis which et an understanding of the differer
between the additional recorded charge for stmaded compensation expense and the charges thht wesult from using other identifi
alternative methods for determining measuremergsdathe Compang’sensitivity analysis included identifying the ganof potential gra
dates defined by the recorded grant date and #etecdate for each grant. The Company then idedtifie low and high closing prices of
common stock within that range of potential graaied and applied both the low and high closinggsriuf the common stock to the numbe
shares granted for which the create date methoyalag utilized to determine the range of poterg@jlistments to stockased compensati
expense for these grants, which was $0.09 millio&43.8 million, net of forfeitures, as comparedhe additional non-cash, ptex charg
for these grants of approximately $49.8 milliont offorfeitures, included in the Restatement.
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For options entered into the Companyption database before September 9, 1999, thep@uondetermined the measurement date gen
by reference to signed option agreements (or th@med signature date for certain options as disdubsdéow). The executed opti
agreements (hereinafter “signed option agreememnsihually signed by the CompasyCEO and manually sighed and dated by the gr:
constituted an acknowledgement by the grantee hadCompany of the grantselegal entittement to the grant and, in the absewl
authoritative information as to when all the reges for the establishment of the measurement Hatk been satisfied, provide:
measurement date framework based on entitlemert.Climpany has restated the compensation expensgofie option grants relating
approximately 1.4 million shares of common stockusing the signed option agreements as the measuntatate. The total additional non-
cash, preax charge for these grants is approximately $6ldom net of forfeitures, amortized over the appriate vesting period throu
March 31, 2006, of which $0.3 million relates toeditor options, $3.6 million relates to officer iopis and $2.5 million relates to rank and
employee options. The Company believes this metlogglovas the most appropriate in the absence dicarit evidence of approvals 1
these grants as it represents the earliest poititniz at which the evidence shows that all regessfor the establishment of the measure
date had been satisfied for these grants. The Coyfpgrocedures for evaluating the appropriatenessiedsurement dates fixed w
reference to the dating of signed option agreementsded a sensitivity analysis which providedwmerstanding of the differences betw
the additional recorded charge for stdised compensation expense and the charges thht sgsult from using other identified alternat
methods for determining measurement dates. The @oygsensitivity analysis included identifying the garof potential grant dates defi
by the recorded grant date and the date of theegansignature on the stock option agreement for gaght. The Company then identif
the low and high closing prices of the common stwitkin that range of potential grant dates andiagoth the low and high closing pris
of the common stock to the number of shares grdiotedhich the signed option agreements methodolegy utilized to determine the rai
of potential adjustments to stoblesed compensation expense for these grants, wast$0.03 million to $9.6 million, net of forfeies, a
compared to the additional non-cash, f@e-charge for these grants of approximately $6lHom, net of forfeitures, included in tl
Restatement.

In those cases where no reliably-dated signed mptimeement could be located and where no $eptember 9, 1999 create date exists (;
option grants totaling approximately 0.9 millionasbs), the Company used the average period betreeended grant date and date of
signatures on all other grantee signed option ageeés with the same grant date as the measureratmtkbr example, if there were f
stock option grants with a grant date of Januard@B6, the Company had the signed option agreen@ntiree of these stock option gre
and the average number of days between the graetatal the signature dates of these three signédnopgreements was 20 de
January 21, 1996 was used as the measurementodates fgrant for which no signed option agreementict be located. The Company
restated the compensation expense for stock ogtiants relating to approximately 0.7 million shasécommon stock using thisatverag
days to sign agreement” method. The total additiona-cash, preéax charge for these grants is approximately $4liom net of forfeitures
amortized over the appropriate vesting period throllarch 31, 2006, of which $0.06 million relatesdirector options, $4.2 million rela
to officer options and $0.2 million relates to raankd file employee options. The Company believesritethodology was the most appropi
in the absence of sufficient evidence of approf@shese grants because it gives a reasonablexiption of the measurement date rel
to these options in light of the available evideritee Company conducted a sensitivity analysisdmgaring the Compang’current defat
methodology (.e., “average days to sigh agreememtijh another default methodology. For this analylie Company identified the rar
of potential grant dates defined by the earlieghail option agreement and the latest signed optjoeement. The Company then identi
the low and high closing prices of the common stoedr the range of potential grant dates and aplagh the low and high closing price
the common stock to the number of shares grantettermine the range of potential adjustmentsdokdbased compensation expense
these grants, which was $2.6 million to $5.9 millimet of forfeitures. The Company’s analyses iatticthat stockased compensati
expense computed using other identified alternatefault methodologies would not materially diffesm stockbased compensation expe
computed using the “average days to sign agreemmethodology. The Compars/'procedures for evaluating the appropriatene
measurement dates fixed with reference to the geedays to sign agreements also included a seatsitimalysis which provided
understanding of the differences between the amiditirecorded charge for stobksed compensation expense and the charges thit
result from using other identified alternative nuth for determining measurement dates. The Compasgfisitivity analysis includ
identifying the range of potential grant dates wledi by the recorded grant date and the averagetdasign agreement for each grant.
Company then identified the low and high closinggs of the common stock within that range of pt&tmgrant dates and applied both
low and high closing prices of the common stoclhi® number of shares granted to determine the rahgetential adjustments to stock-
based compensation expense for these grants, wiast$0.03 million to $6.1 million, net of forfeies, as compared to the additional non-
cash, pre-tax charge for these grants of approeimn&#.4 million, net of forfeitures, included ing Restatement.

Given the volatility of the common stock during rhuaf the Review Period, the use of methodologies mpasurement dates different fi
those described above could have resulted in &highlower cumulative compensation expense whichldvhave caused net income or

to be different from the amounts reported in thstated consolidated financial statements. The Cagipgorocedures for evaluating
appropriateness of measurement dates fixed usiagdéfiault methodologies described above also iedua sensitivity analysis whi
provided an understanding of the differences beatwibe additional recorded charge for stelsed compensation expense and the cf
that would result from using other identified attative methods for determining measurement dates. Jompanys sensitivity analys
included identifying the range of potential graates defined by the recorded grant date and theppate measurement date for each g
The Company then identified the low and high clgsinices of the common stock within that range ateptial grant dates and applied
the low and high closing prices of the common stimckhe number of shares granted to determineahger of potential adjustments to stock-
based compensation expense for these grants, wiast$9.3 million to $99.3 million, net of forfeies, as compared to the additional non-
cash, pre-tax charge for these grants of approeimn&70.0 million, net of forfeitures, includedtine Restatement.
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Other adjustments through March 31, 2006

From 1994 through 1998, the Company did not prgpadcount for stock options for one officer thatrevenodified after the grant di
pursuant to a separation agreement. Some of theddications were not identified in the Compasyinancial reporting processes and v
therefore not properly reflected in its financidatements. As a result, the Company has recordednacash charge for stodase:
compensation of $1.0 million during Fiscal 1999.

Summary

In summary, the Company recorded cumulative noh-cdsrges for stockased compensation of $70.9 million through Marth2006
offset in part by a cumulative income tax benefi$a7.7 million, for a total aftetax charge of $43.2 million. These charges hadnmact ol
net sales or cash and cash equivalents as preyimmbrted in the Comparg/financial statements; as a result, no changédsete items a
reflected in the Restatement. Non-cash chargestéokbased compensation expense have been recordejusisrats to Selling, general
administrative expenses within the Company’s Cddat#d Statements of Income.

1Q07 and 2Q07 Restatement

Stockbased compensation expense

In addition to the Restatement noted above thrddghch 31, 2006, the Company has recorded additinoatcash charges for stobkse:
compensation during the first and second quartefeszal 2007 of $1.6 million and $2.2 million, pestively, offset in part by income
benefits of $0.6 million and $0.8 million, respeelly, or total aftetax charges of $1.0 million and $1.4 million, resipeely. This charge wi
recorded to reflect additional non-cash, stbelsed compensation expense recognized under theafae method (SFAS 123(R)) because
exercise price for certain stock option grantspido but not vested as of March 31, 2006, diffdredn the fair market value of the underly
shares on the appropriate measurement date, sowtd@adf occurred during Fiscal 2007.

Accounting for derivatives

On July 26, 2006, the Company entered into an eésterate swap to reduce its exposure from fluatgaiinterest rates. SFAS No0.133,
Accounting for Derivative Instruments and Hedgingtiities " (“SFAS 133”) requires that all derivative instruments be recdrde the
balance sheet as either an asset or liability mmedsat their fair value, and that changes in thévdtives’ fair value be recognized currently
earnings unless specific hedge accounting crisggamet. From inception of the hedge, the Compaayapplied a method of cash flow he
accounting under SFAS 133 to account for the istenate swap that allowed the Company to assumieeifectiveness in such agreeme
called the “short-cut” method.

Subsequently, the Company analyzed its eligibftitythe “short-cut’method in light of certain clarifications delivereg the Office of th
Chief Accountant of the SEC, and determined thsatnterest rate swap did not qualify for the “shart” method under SFAS 133 beca
certain prepayment features relating to the undeglgactual debt were not identical to those com@dim the interest rate swap. Becaust
Company’s documentation at hedge inception refte¢ke “short-cut” method rather than the “long-fHamethod for determining hed
ineffectiveness, the derivative did not meet ttgueements for a cash flow hedge. Documentationttfer‘long-haul’method of accounting
hedge inception cannot be retrospectively appliedeu SFAS 133. Therefore, fluctuations in the iedérate swag' fair value should ha
been recorded through the Company’s Consolidatatei®ents of Income instead of through OCI, whicl isomponent of Stockholders’
equity. The adjustment for the second quarter afcdli 2007 will decrease reported net income andedse OCI by approximate
$1.4 million. This change in accounting for thisridative instrument could result in significant atlity in the Companys reported ni
income and earnings per share due to increasedemrdases in the fair value of the interest ratepswiowever, the derivative instrum
remains highly effective and the change in accognfior this derivative instrument does not impagotmating cash flows or total Stockholders’
equity.

The table below reflects the impact of the addaiomon-cash charges for stock-based compensatimensg and the nacash charge relat
to the interest rate swap on the Compar@onsolidated Statements of Income, includingctiveesponding cumulative adjustment to Rete
earnings as of September 30, 2006 and March 315, ZID5, 2004 and 2003 on the Compang@onsolidated Balance Sheets. Prior to
Restatement, the Company had not recorded any a&im-stockbased compensation expense in its Consolidatedrseats of Income wi
the exception of $0.7 million recorded during tleeand quarter of Fiscal 2005 for a modificationaoprevious stock option award fo
retiring director. All dollar amounts are presentedhousands except per share amounts. Per simamgnés may not total due to rounding.

63




Table of Contents

(As Adjust- (As (As
Previously Adjust- Income ment, (As Previously Restated
Reported) ment, Tax Net of Restated Reported) Adjust- Diluted
Net Income Pre-Tax Benefit Tax Net Income Diluted EPS ment EPS
FY 94 $ 13,37( $ 43 $ (29 $ 24 $  13,34¢ $ 0.8% $ == $ 0.8¢
FY 95 14,51 461 (144) 317 14,19¢ 0.8¢ (0.02) 0.87
FY 96 18,27¢ 40€ (152) 25E 18,02¢ 1.1C (0.03) 1.0¢
FY 97 24,79: 1,17z (45€) 71€ 24,07¢ 1.4C (0.09) 1.3€
FY 98 32,40¢ 3,69t (2,399 2,20z 30,202 1.7¢ (0.12) 1.67
FY 99 38,14¢ 4,50¢ (1,732) 2,774 35,37 2.0¢ (0.15) 1.94
FY 00 48,85: 5,77¢ (2,209 3,56¢ 45,28 2.6( (0.19) 2.41
FY 01 64,19( 10,29( (3,959 6,337 57,85! 3.22 (0.329) 2.9C
FY 02 62,04: 11,33: (4,38)) 6,952 55,09( 2.97 (0.39) 2.64
FY 03 48,68t 8,927 (2,32¢) 6,59¢ 42,08¢ 2.3¢ (0.32) 2.07
Cumulative $ 365,27: $ 46,51 $ (16,76¢6) $ 29,74f $ 335,52¢ $ 19.2¢ $ (159 $ 17.77
03/31/03
FY 04 47,24 8,197 (4,156 4,041 43,20: 2.52 (0.22) 2.3C
Cumulative $ 412,51¢ $ 54,70¢ $ (20,92) $ 33,78¢ $ 378,73( $ 21.8( $ (.79 $ 20.07
03/31/04
FY 05 29,917 5,17¢ (2,312 2,86¢€ 27,04¢ 1.6€ (0.16) 1.52
Cumulative $ 442,42¢ $ 59,88¢ $ (23,239 $ 36,65: $ 405,77¢ $ 23.4¢ $ (189 $ 21.5¢
03/31/05
1Q06 7,39¢ 1,12C (442) 67€ 6,71¢€ 0.4z (0.09) 0.3¢
2Q06 12,79 1,12¢ (444) 682 12,11¢ 0.74 (0.09) 0.7¢C
3Q06 12,511 2,431 (959) 1,472 11,03¢ 0.7¢ (0.0¢) 0.62
4Q06 4,65¢€ 6,36¢ (2,612 3,75¢€ 90C 0.2€ (0.29) 0.0F
FY 06 $ 37,35¢ $ 11,04t $ (4,45) $ 6,58¢ $  30,77( $ 2.1z $ (0.39) $ 1.7¢
Cumulative $ 479,78t $ 70,93 $ (27,69) $ 43,24( $ 436,54¢ $ 25.61 $ (2.2¢) $ 23.3¢
03/31/06
1Q07 7,801 1,62¢ (63E) 994 6,812 0.4: (0.0€) 0.37
2Q07 13,07¢ 2,21C (80€) 1,404 11,67¢ 0.74 (0.0¢) 0.6€
2QYTDO7 $ 20,88¢ $  3,83¢ $  (1,44) $  2,39¢ $ 18,48t $ 1.1¢€ $ (0.19 $ 104
Cumulative $ 500,67: $ 74,77( $ (29,13) $ 45,63¢ $ 455,03: $ 26.7¢ $ (239 $ 24.3¢
09/30/06

Income Tax Considerations

In the course of the investigation, the Compangmeined that a number of officers may have exedctgations for which the application
Section 162(m) of the Internal Revenue Code of 188Gamended (the “Codefhay apply. It is possible that these options wélltkeated ¢
having been granted at less than fair market vialuéederal income tax purposes because the Comipaoyrectly applied the measurenr
date as defined in APB 25. If such options are d=ktn have been granted at less than fair markteévpursuant to Section 162(m) of
Code (“Section 162(m)")any compensation to officers, including proceedsnfroptions exercised in any given tax year, in sgce
$1.0 million will be disallowed as a deduction fax purposes. The Company estimates that the paltéax effected liability for any su
disallowed Section 162(m) deduction would approxen®3.6 million, which has been recorded as a atitiability within Income taxe
within the Companys Consolidated Balance Sheets. The Company mayiradso interest and penalties if it were to incuryasuch ta
liability, which could be material.

In addition, the Company is considering the apfilicaof Section 409A of the Code (“Section 409Ad)those options for which it incorrec
applied the measurement date as defined in APBt2%.possible that these options will be treatedhaving been granted at less than
market value for federal income tax purposes and fubject to Section 409A. Accordingly, the Comparay adopt measures to addres:
application of Section 409A. The Company does notently know what impact Section 409A will have,any such measures, if adop
would have on its results of operations, finanpi@ition or cash flows, although such impact cdaddnaterial.
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Expenses Incurred by the Company

The Company has incurred expenses for legal feeex=®rnal audit firm fees, in excess of its insgedeductible of $0.5 million, in Fis
2007, in relation to (i) the Audit Committee’s rewi of the Company historical stock option practices and relatedanting for stock optic
grants, (ii) the informal inquiry and formal ordef investigation by the SEC regarding the Comparpast stock option practices, (iii)
previously-disclosed derivative action relatingthe Companys historical stock option practices filed agairtst Company as a nomil
defendant and certain of the Compangurrent and former directors and officers, as/mm it may have indemnification obligations .
(iv) related matters. Further, the Company hasriiecliand expects to continue to incur significadditional expense related to the foregc
matters in the fiscal year ending March 31, 2008 Tompany and the insurance company for its dirgcand officers'indemnificatior
insurance are currently in discussions with respeathich of the fees in excess of the deductibik e paid by the insurance compa
Accordingly, there can be no assurance that al fémitted to the insurance company for reimbuesgrwill be reimbursed under f
Company’s directors’ and officers’ indemnificatiorsurance.

Restatement Impact on the Consolidated Statement$ mcome

The following tables reconcile the Compasyonsolidated Statements of Income from the pusiyoreported results to the restated re
for Fiscal 2006 and Fiscal 2005. All dollar amouats in thousands, except per share amounts. Ree¢ simounts may not total due
rounding.

Year Ended March 31, 200¢
As Previously

In thousands, except per share amount Reported  Adjustment  As Restatel
Revenues

Hotline products $ 213,94t 3 - $ 213,94

On-Site service! 507,38 -- 507,38¢
Total 721,33! - 721,33!
Cost of sales

Hotline product: 108,22( - 108,22(

On-Site service: 330,76! - 330,76!
Total 438,98! - 438,98!
Gross profit 282,35( -- 282,35(
Selling, general & administrative expen: 205,86t 11,04¢ 216,91:
Restructuring and other char¢ 5,29( -- 5,29(
Intangibles amortizatio 4,99¢ - 4,99¢
Operating income 66,19¢ (11,049 55,15(
Interest expense (income), 1 9,12 - 9,12:
Other expenses (income), | 36 -- 36
Income before provision for income ta 57,03¢ (11,04% 45,99
Provision for income taxe 19,67¢ (4,459 15,22
Net income $ 37,35¢ $ (6,58¢) $ 30,77(
Earnings per common sha

Basic $ 218 % (039 $ 1.7¢

Diluted $ 21 $ (0.39) $ 1.7¢
Weighted average common shares outstan

Basic 17,16¢ - 17,16¢

Diluted 17,54« -- 17,54«
Dividends per shar $ 0.2 $ - $ 0.24
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Year Ended March 31, 2005

As Previously

In thousands, except per share amounts Reported  Adjustment  As Restatel
Revenues

Hotline products $ 227,60. $ - $ 227,60:

On-Site service! 307,47! -- 307,47¢
Total 535,07t - 535,07t
Cost of sales

Hotline products 108,28: -- 108,28:

On-Site service! 211,86¢ -- 211,86¢
Total 320,14 - 320,14
Gross profit 214,92¢ -- 214,92¢
Selling, general & administrative expen: 160,00: 5,17¢ 165,18
Restructuring and other char¢ 5,05¢ -- 5,05¢
Intangibles amortizatio 1,332 -- 1,33
Operating income 48,53¢ (5,17¢ 43,35¢
Interest expense (income), 1 2,75¢ -- 2,75¢
Other expenses (income), | 11F -- 11F
Income before provision for income ta 45,66¢ (5,179 40,48¢
Provision for income taxe 15,75¢ (2,312) 13,44
Net income $ 2991: $ (2,866 $ 27,04¢
Earnings per common sha

Basic $ 172 % 019 $ 1.5¢

Diluted $ 168 $ (0.1 $ 1.52
Weighted average common shares outstan

Basic 17,41: - 17,41:

Diluted 17,84: - 17,84¢
Dividends per shar $ 02z $ - $ 0.22
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Restatement Impact on the Consolidated Balance Shse

The following tables reconcile the CompasiyConsolidated Balance Sheets from the previowgpnted results to the restated results .
March 31, 2006. All dollar amounts are in thousands

March 31, 2006

As Previously
Reported Adjustment  As Restatel

Assets

Cash and cash equivalel $ 11,200 $ - $ 11,207
Accounts receivable, n 116,71: - 116,71:
Inventories, ne 53,92¢ -- 53,92¢
Costs / estimated earnings in excess of billingarmeompleted contrac 23,80:¢ -- 23,80:¢
Deferred tax assi 8,97: - 8,97:
Prepaid and other current ass 16,50: -- 16,50:
Total current assets 231,12: -- 231,12:
Property, plant and equipment, | 35,12+ -- 35,124
Goodwill, net 468,72: - 468,72:

Intangibles:
Customer relationships, n 24,657 - 24,657
Other intangibles, n¢ 30,78: -- 30,78:
Deferred tax assi 4,231 15,67¢ 19,90¢
Other asset 5,091 -- 5,091
Total assets $ 799,73:  $ 15,67¢ $ 815,41

Liabilities

Accounts payabl $ 44904  $ - $ 44,94
Accrued compensation and bene 13,95¢ -- 13,95¢
Deferred revenu 22,21 -- 22,21
Billings in excess of costs / estimated earningsimcompleted contrac 8,64¢ -- 8,64¢
Current maturities of lor-term debt 1,04¢ - 1,04¢
Income taxe: 5,92¢ 3,581 9,511
Other liabilities 31,13¢ - 31,13¢
Total current liabilities 127,86¢ 3,58 131,45!
Long-term debt 122,67: - 122,67:
Other liabilities 8,29: -- 8,29:
Total liabilities 258,83: 3,58 262,42:

Stockholders’ equity
Preferred stoc - - -

Common stocl 25 - 25
Additional paic-in capital 362,81( 55,33 418,14
Treasury stocl (296,82 -- (296,82
Accumulated other comprehensive inca 13,03¢ - 13,03¢
Retained earning 461,85: (43,240 418,61:
Total stockholders’ equity 540,90( 12,09 552,99

Total liabilities and stockholders’ equity $ 799,73 $ 15,67¢ $ 815,41
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Restatement Impact on the Consolidated Statement &fash Flows
The following tables reconcile the CompamyConsolidated Statements of Cash Flows from teeiqusly reported results to the resti
results for Fiscal 2006 and Fiscal 2005. All dodamounts are in thousands.

Year Ended March 31, 200¢
As Previously

In thousands Reported Adjustment  As Restatel
Operating Activities
Net income $ 37,35¢  $ (6,589 $ 30,77(
Adjustments to reconcile net income to net caskigea by (used for) operating
activities:
Intangibles amortization and depreciat 13,93( -- 13,93(
Deferred taxe (212) (2,010 (1,227
Stock compensation exper -- 11,04¢ 11,04¢
Tax impact from stock optior (3,200 2,95z (247)
Changes in operating assets and liabilit
Accounts receivable, n 9,36¢ - 9,36¢
Inventories, ne 5,00( - 5,00(
All other current assets excluding deferred taxt 9,19¢ (6,400 2,79¢
Liabilities exclusive of long term de (19,647 -- (19,647
Net cash provided by (used for) operating activitie $ 51,797 $ - $ 51,79
Investing Activities
Capital expenditure $ 4,11 3 - $ (4119
Capital disposal 1,44t -- 1,44t
Acquisition of businesses (payments)/recove (40,687) -- (40,687)
Prior merge-related (payments)/recoveri (378 -- (378
Net cash provided by (used for) investing activitie $ (43,730 $ - $ (43,730
Financing Activities
Proceeds from borrowing $ 19288 $ - $ 192,88.
Repayment of borrowing (218,989 -- (218,989
Repayment on discounted lease rer (890) -- (890
Proceeds from exercise of optic 23,32( -- 23,32(
Deferred financing cos (180) -- (280
Payment of dividend (4,099 -- (4,099
Purchase of treasury sto (27) -- (27)
Net cash provided by (used for) financing activitie $ (7,979 $ - % (7,979
Foreign currency exchange impact on ¢ $ 479 3 - $ (474
Increase / (decrease) in cash and cash equivalents $ (38 % - $ (385)
Cash and cash equivalents at beginning of pe $ 11,59: $ - $ 11,59
Cash and cash equivalents at end of pe $ 11,200 $ - $ 11,20}
Supplemental Cash Flo
Cash paid for intere: $ 8,33 $ - 8 8,33¢
Cash paid for income tax 17,22 -- 17,22:
Non-cash financing activities
Dividends payabli 1,05¢ -- 1,05¢
Capital lease 1,21¢ -- 1,21¢
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Year Ended March 31, 2005

As Previously

In thousands Reported Adjustment  As Restate(
Operating Activities
Net income $ 29,91: % (2,866) $ 27,04¢
Adjustments to reconcile net income to net caskigea by (used for) operating
activities:
Intangibles amortization and depreciat 7,95¢ -- 7,95¢
Deferred taxe 77 (1,759 (1,835
Stock compensation exper 68C 5,17¢ 5,85¢
Tax impact from stock optior (3,472) 4,11¢ 64€
Changes in operating assets and liabilii
Accounts receivable, n 8,87¢ -- 8,87¢
Inventories, ne (76) -- (76)
All other current assets excluding deferred taxt 3,811 -- 3,811
Liabilities exclusive of long term de 4,59t (4,672) (77)
Net cash provided by (used for) operating activitie $ 52,20¢ $ - $ 52,20¢
Investing Activities
Capital expenditure $ (3,506 $ - $ (3,50€
Capital disposal 1,185 -- 1,185
Acquisition of businesses (payments)/recove (102,559 -- (102,559
Prior merge-related (payments)/recoveri 107 -- 107
Net cash provided by (used for) investing activitie $ (104,76 $ - $ (104,76Y
Financing Activities
Proceeds from borrowing $ 238,40¢ $ - $ 238,40¢
Repayment of borrowing (127,959 -- (127,959
Repayment on discounted lease rer (45¢) -- (45%)
Proceeds from exercise of optic 7,91¢ -- 7,91¢
Deferred financing cos (1,357) -- (1,352
Payment of dividend (3,847 -- (3,847
Purchase of treasury sto (56,917 -- (56,917
Net cash provided by (used for) financing activitie $ 55,80( $ - $ 55,80(
Foreign currency exchange impact on ¢ $ (955) $ - 9 (955
Increase / (decrease) in cash and cash equivale $ 2,28¢ $ - 8 2,28¢
Cash and cash equivalents at beginning of pe $ 9,306 $ - 9 9,30¢
Cash and cash equivalents at end of pe $ 1159 % - $ 11,59
Supplemental Cash Flo\
Cash paid for intere: $ 3,048 $ - 8 3,04t
Cash paid for income tax 17,06¢ -- 17,06¢
Non-cash financing activities
Dividends payabli 1,011 -- 1,011
Capital lease 714 -- 714
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Note 4: Inventories

The Company’s inventories consist of the following:

March 31,
2007 200¢
Raw materials $ 1,77¢ $ 1,42¢
Finished good 93,794 66,78’
Subtotal 95,56¢ 68,21:
Excess and obsolete inventory resel (22,767 (14,287
Inventory, ne: $ 72,80 $ 53,92¢
Note 5: Property, Plant and Equipment
The Company’s property, plant and equipment cownditte following:
March 31,
2007 200¢
Land $ 2,36¢ $ 2,36¢
Building and improvement 27,537 26,05:
Machinery 69,52¢ 58,56:
Subtotal 99,43: 86,98:
Accumulated depreciatic (60,380) (51,859
Property, plant and equipment, | $ 39,05 $ 35,12«
Depreciation expense was $12,325, $8,931 and $6c8XFdscal 2007, Fiscal 2006 and Fiscal 2005, eetpely.
Note 6: Goodwill
The following table summarizes changes to goodatithe Company’s reporting units during Fiscal 2@8d Fiscal 2006.
North
America Europe All Other Total
Balance as of March 31, 200 $ 371,86! $ 70,73¢ $  1,96¢ $ 444,56
Currency translatio 24 (5,277 33 (5,219
Current period acquisitions (Note 1 28,99: -- -- 28,99:
Earr-out payment: -- -- 41 41
Other 11€ 221 - 337
Balance as of March 31, 2006 $ 400,99¢ $ 65,68¢ $  2,04: $ 468,72:
Currency translatio 10 7,381 78 7,46¢
Current period acquisitions (Note 1 95,911 - -- 95,91
Prior period acquisition (3,549 -- -- (3,549
Other 87 - -- 87
Balance as of March 31, 200 $ 493,46: $ 73,06¢ $ 2,12 $ 568,64

At March 31, 2007, certain merger agreements pealidr contingent payments (eavnt) of up to $4,588. If future operating perforroe

goals of the acquired companies are met, goodvililbe adjusted for the amount of the contingentrpants.
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Note 7: Intangible Assets

The following table summarizes the gross carryimpant, accumulated amortization and net carryinguarhby major intangible asset class:

March 31,
2007 2006
Gross Net Gross Net
Carrying Accum. Carrying Carrying Accum. Carrying
Amount Amort. Amount Amount Amort. Amount
Definite-lived

Non-compete agreemer $ 7,967 $ 3,41« $  4,54¢ $ 4,89/ $ 1,851 $ 3,04
Customer relationshiy 71,98¢ 3,97: 68,01¢ 25,65¢ 997 24,65
Acquired backlog 10,78 9,81: 97C 3,93¢ 3,93¢ 1
Total $ 90,73t $ 17,20( $ 73,53t $ 34,48 $ 6,782 $ 27,70:

Indefinite -lived
Trademark: 35,99: 8,25:¢ 27,73¢ 35,99: 8,25:¢ 27,73¢
Total $ 126,72 $ 25,45! $ 101,27: $ 70,47t $ 15,03t $ 55,44(

The Company’s indefinite-lived intangible assetagist solely of the Comparg/trademark portfolio obtained through businessuasdipns
The Company’s definite-lived intangible assets @vmprised of employee na@ompete contracts, backlog and customer relatipsshilis
obtained through business acquisitions.

The following table summarizes the changes to @aagrgmounts of intangible assets during the period:

Non-Compete: Customer

Trademarks and Backlo¢  Relationships Total

Balance as of March 31, 200 $ 27,73¢ % 483: % 11,58 $ 44,15]
Amortization expens -- (4,11¢ (889) (4,999
Currency translatio -- (24) -- (24
Current period acquisitions (Note 1 -- 2,351 13,95t 16,30¢
Balance at March 31, 200t $ 27,73¢ % 3,04. % 24,657 $ 55,44(
Amortization expens -- (7,309 (2,97¢ (10,285
Currency translatio -- 52 -- 52
Current period acquisitions (Note 1 -- 8,971 39,93 48,90¢
Prior period acquisition -- 75E 6,40/ 7,15¢
Balance at March 31, 200° $ 27,73¢  $ 551¢ $ 68,01¢ $ 101,27:

Intangible asset amortization expense was $10,88%99 and $1,332 for Fiscal 2007, Fiscal 2006 Bis¢al 2005, respectively. T
Company acquired definite-lived intangibles frone ttompletion of several acquisitions during Fi@07 and Fiscal 20069eeNote 10)
The recorded estimate for definite-lived intangsblef $48,908 was based on a preliminary allocapending completion of thirgarty
valuation. The Company recorded amortization expei$7,542 for Fiscal 2007 for these newly-acqlidiefinite-lived assets.

The following table details the estimated intangibimortization expense for the next five years.s€hestimates are based on the car
amounts of intangible assets as of March 31, 2B@¥ dre subject to change pending the outcome mhpae accounting related to cur
acquisitions:

Years Ending March 31,

2008 $ 6,36
2009 5,221
2010 5,092
2011 451¢
2012 4,13¢
Thereaftel 48,20¢
Total $ 73,53¢
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Note 8: Indebtedness

The Company’s long-term debt consists of the foilamy

March 31,

2007 200¢

Revolving credit agreeme $ 236,71! $ 121,30
Interest rate swap fair valueSeeNote 9) 1,73¢ --
Capital lease obligatior 2,12z 1,891
Other 42 52¢
Total debt $ 240,61 $ 123,72
Less: current portio (68€) (1,049
Long-term debt $ 239,92 $ 122,67.

Revolving Credit Agreeme- On March 28, 2006, the Company entered into a Skdanendment to the Second Amended and Res
Credit Agreement dated January 24, 2005, as ameRdbduary 17, 2005 (collectively, the “Credit Agmeent”) with Citizens Bank ¢
Pennsylvania, as agent, and a group of lendersCFédit Agreement expires on March 28, 2011. Boimgw under the Credit Agreement
permitted up to a maximum amount of $310,000, winctudes up to $15,000 of swing line loans and,®28 of letters of credit. The Cre
Agreement may be increased by the Company up tadditional $90,000 with the approval of the lendansl may be unilaterally a
permanently reduced by the Company to not less tharthen outstanding amount of all borrowingsetdest on outstanding indebtedr
under the Credit Agreement accrues, at the Compaption, at a rate based on either: (a) the greté) the prime rate per annum of
agent then in effect and (i) 0.50% plus the raegnum announced by the Federal Reserve BankwfYork as being the weighted aver
of the rates on overnight Federal funds transastasranged by Federal funds brokers on the previading day or (b) a rate per annum e
to the LIBOR rate plus 0.75% to 1.25% (determingdlbeverage ratio based on the ComparsBITDA). The Credit Agreement requires
Company to maintain compliance with certain rimancial and financial covenants such as minimwhworth, leverage and fixed cha
coverage ratios. As of March 31, 2007, the Compaay in compliance with all financial covenants unithe Credit Agreement.

For Fiscal 2007, the Company increased net bormgsvimder the Credit Agreement by approximately $41% The Company primar
utilized the proceeds from net borrowings to furme tacquisitions of NextiraOne and Nu-Vision Teclg@s, Inc. and Nision
Technologies, LLC (collectively referred to as “NU¥ during the first quarter of Fiscal 2007, NoeTelecommunications, Inc. (“NT)”
during the third quarter of Fiscal 2007 and ADSeEeim, Inc. (“ADS”)during the fourth quarter of Fiscal 2007 and tourepase commc
stock during the second and third quarters of Fiz@a7.

As of March 31, 2007, the Company had total deltstanding of $240,614. Total debt was comprise$286,715 outstanding under
credit agreement, $1,734 for the fair value of merest rate swap, $2,123 of obligations undertabj@ases and $42 of various other third-
party, nonemployee loans. The maximum amount of debt outgtgnander the Credit Agreement, the weighted awetzjance outstandi
under the Credit Agreement and the weighted averageest rate on all outstanding debt for Fis€@2was $284,470, $253,129 and 6.
respectively, compared to $173,535, $155,898 athsrespectively, for Fiscal 2006.

Capital Lease Obligations The capital lease obligations are primarily for ipguent. The lease agreements have remaining teantsng
from less than one year to five years with interatts ranging from 3.83% to 11.73%.

Other- Other debt is comprised of various bank and thady loans secured by specific pieces of equiprapdtreal property. The loans h
remaining terms of less than one to three yearts wierest rates ranging from 0.0% to 5.9%.

Unused Available BorrowingsAs of March 31, 2007, the Company had $4,009 antshg in letters of credit and $69,276 availabieea
the Credit Agreement.

At March 31, 2007, scheduled maturities or requpagments of long-term debt for each of the fiveceeding fiscal years were as follows:

Years Ending March 31,

2008 $ 68¢€
2009 714
2010 47¢
2011 238,68¢
2012 47
Total $ 240,61
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Note 9: Derivative Instruments and Hedging Activites

Foreign Currency Forward Contracts

The Company enters into foreign currency forwardtiacts to hedge exposure to variability in expedhectuations in foreign currencies.
of March 31, 2007, the Company had open contractsustralian and Canadian dollars, Danish kronepg&ulapanese yen, Mexican pe
Norwegian kroner, Pounds sterling, Swedish krordh @wiss francs, which have been designated asflcagihedges. These contracts he
notional amount of approximately $56,719 and avalue of $56,371 and mature within the next tweotyr months.

As of March 31, 2007, an unrecognized gain of $68377 net of tax) on all open foreign currency fard contracts is included in 1
Companys Consolidated Balance Sheets as a component of &I unrecognized gain is expected to be creddexhrnings over the life
the maturing contracts as the hedged forecastadaction occurs and it is expected that the galinbeioffset by currency losses on the it
being hedged.

The Company recognized gains of $869 ($654 netxf and $865 into earnings on matured contractshierfiscal years ended March
2007 and 2006, respectively. There was no heddieatizeness for the fiscal years ended March 80,72and 2006.

Interest Rate Swap:

To mitigate the risk of interest-rate fluctuaticassociated with the Compasyariable rate long term debt, the Company haseimgnted a
interestrate risk management strategy that incorporatesugieeof derivative instruments to minimize sigrafit unplanned fluctuations
earnings caused by interest rate volatility. ThenBany’s goal is to manage interest-rate sensitlwtynodifying the repricing characteristic
of certain balance sheet liabilities so that theimgrest margin is not, on a material basis, adlgraffected by the movements in inte
rates.

On July 26, 2006, the Company entered into an ésterate swap which has been used to effectivetyerd a portion of the Comparsy’
variable rate debt to fixed rate. The interest st@p has a notional value of $100,000 reducin§5®,000 after three years and does
qualify for hedge accounting. For Fiscal 2007, @w@npany recognized a loss of $1,734 related taliamge in fair value of the interest |
swap included in Interest expense (income) withasn@ompanys Consolidated Statements of Income. The losscimded as a component
Long-term debt in the Company’s Consolidated BaaBheets.

Note 10: Acquisitions
Fiscal 2007

During the fourth quarter of Fiscal 2007, the Compacquired ADS, a privatelgeld company based out of Orlando, FL. ADS hasciine
customer base which includes commercial, finandieklthcare and various government agency accolmtsonnection with the AD
acquisition, the Company has made a preliminamgcation to goodwill and definite-lived intangibles&ts, respectively. The definlteed
intangible assets recorded represent the estinfatednarket value of customer relationships and-compete agreements. The Comg
estimates that the definite-lived intangibles arbd¢ amortized over a period of five to 20 years.

During the third quarter of Fiscal 2007, the Compaaquired NTI, a privatelyreld company based out of Chicago, IL. In connectiith the
NTI acquisition, the Company has made a prelimiradiycation to goodwill and defini-lived intangible assets. The definiteed intangible
assets recorded represent the estimated fair maaket of customer relationships and rammpete agreements. The Company estimate
the definite-lived intangibles are to be amortipeer a period of five to 20 years.

The acquisitions of ADS and NTI, taken individualiild not have a material impact on the Compangissolidated financial statements.

During the first quarter of Fiscal 2007, the Companquired NextiraOne. The following table summesithe value of the NextiraOne as
acquired and liabilities assumed at the date ofiigdtepn.

At April 30, 2006

Current assets, primarily consisting of accounteirable and inventorie $ 90,44¢
Property, plant and equipme 9,99¢
Other nor-current assel 19,62
Intangible asset 24,10(
Goodwill 73,99¢
Total assets acquire $ 218,16:
Current liabilities, primarily consisting of defed revenue, restructuring reserve and accrued sgg $ 113,70!
Other nor-current liabilities, primarily consisting of restturing reserv 23,73¢
Total liabilities acquire( $ 137,43¢
Net assets acquire $ 80,72
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The following table details the amounts recordedach major intangible asset class:

At April 30, 2006

Backlog $ 6,70(
Customer relationships and contre 17,40(
Total intangible assets $ 24,10(

* The estimated weighted average amortization pdoiothese definite-lived assets is 12.5 years.

The transaction resulted in $73,995 of goodwillitpaf which are deductible for tax purposes (se¢eNL3 for further reference). T
Company paid this premium for NextiraOne in ordefurther expand its operational footprint in th@ice and data technology markets
addition, the purchase increased the Companyplutions offerings, providing for a stronger ldaide technical services partner for
collective clients.

The Company paid a cash total of $97,305 for thistanding interests in NextiraOne which includedeatimate for the equity book va
(total assets less total liabilities, as adjustethie parties for certain items) as of the closlate. The actual equity book value adjustment
confirmed during the fourth quarter of Fiscal 20@%ulting in a return to the Company of $7,996. Thsts of the acquisitions were fun
with borrowings under the Credit Agreement desctilmeNote 8.

Included in the total cash paid at closing was $42,that was allocated to escrow accounts, inctudigeneral escrow and an escrow
certain specified items regarding litigation, aatisu receivable, deposits and credits, equipmensekaaccounts payable, worler’
compensation and real estate leases. The amoumsciow have been and will continue to be reledasedextiraOnes seller or to tr
Company in accordance with the terms of the agrae&snAs of March 31, 2007, $11,011 was returnettiéocCompany related to certain ite
as set forth in the terms of the agreements redoadean offset to Goodwill in the CompasiyConsolidated Balance Sheets. In additior
Company incurred $2,425 of transaction costs bmgghe total purchase price for NextiraOne to $38.&@s of March 31, 2007.

After consummation of the acquisition, the Compéegan to integrate NextiraOne products, employeeésfacilities with its own. In ¢
doing, the Company incurred $15,760 of costs rdlate facility consolidations and $10,766 of sevemrcosts for the separation
approximately 300 employees. In accordance with SNA&. 141 'Business Combinations{*"SFAS 141"),these costs were properly inclui
in the purchase price allocation for NextiraOnee Thajority of the severance costs will be paid isc& 2007 with certain facility cos
extending through Fiscal 2014.

Also, during the first quarter of Fiscal 2007, thempany acquired NUVT. In connection with the NU®@quisition, the Company has m
a preliminary allocation of $15,648 to goodwill,rigaof which are deductible for tax purposes (se&eN.3 for further reference) and $18,
to definite-lived intangible assets. The defifliteed intangible assets recorded represent thenattid fair market value of acquired back
customer relationships and non-compete agreemé&hés.Company estimates that the defitived intangibles are to be amortized owv:
period of one to 20 years.

The allocation of the purchase price for these &i2007 acquisitions (excluding NextiraOne) is lohea preliminary estimates of the |
values of certain assets acquired and liabilitesumed as of the date of the acquisition. Managgméth the assistance of indepenc
valuation specialists, is currently assessing &lirevialues of the tangible and intangible assetsiaed and liabilities assumed. The prelimir
allocations of purchase price are dependant updaigesstimates and assumptions, which are predingimnd may vary from the amou
reported herein.

NextiraOne and NUVT contributed (-Site services revenues of $242,251 and $57,628pentively, during Fiscal 2007.

The following unaudited pro-forma summary preseéhésCompanys results of operations as if the acquisitions extNaOne and NUVT h
occurred on April, 1 2005 and does not purportegoresent what the Compasyesults of operations would have been had thaisitiqns
occurred on such date or at the beginning of thiegéndicated, or to project the Compasyéesults of operations for any future date orqa
or to be a fair reflection of the assets purchaddte date of acquisition. As noted above, theisitpns of ADS and NTI, taken individual
did not have a material impact on the Company’ssotidated financial statements, thus each acquisis excluded from the following pro-
forma summary. The prisrma results of operations exclude the impactaifracurring or extraordinary adjustments, togethigh relatec
income tax effects. These pro-forma results of afp@ns do not include the effects of cost synergied onetime nonrecurring transactic
associated with the acquisition.

Fiscal Year Ended March 31,

2007 200¢

Revenue (Pi-forma) $ 1,046,95! $ 1,230,10!

Net income from continuing operations (-forma), net of ta; $ 33,80¢ $ 35,88t
Earnings per common share (-forma)

Basic $ 1.9¢ $ 2.0¢

Diluted $ 1.9C $ 2.0¢E
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Fiscal 2006

During the third quarter of Fiscal 2006, the Companrchased 100% of the issued and outstandingyeauerests of Communication
World InterActive Networking, Inc. (“C=WIN") and Gwerged Solutions Group, LLC (“CSG'E=WIN has an active customer base w
includes commercial and various government agencgunts. CSG has an active customer base whichdeslcommercial, education, he
care and various government agency accounts. TW¢IR=and CSG acquisitions primarily provide planninmgstallation and maintenar
services for voice and data network systems intd&s. In connection with the acquisitions, the @any has allocated $6,167 and $9,62
goodwill and definite-lived intangible assets, msjvely. The definitdived intangible assets recorded represent thenastd fair mark
value of acquired customer relationships and naonpeie agreements. The Company estimates that fimétaldived intangibles are to |
amortized over a period of four to 20 years.

During the second quarter of Fiscal 2006, the Compecquired substantially all of the assets anthiefiabilities of Universal Solutions
North America, L.L.C. and related entitie“Universal”). Universal primarily provides planning, installati@amd maintenance services
voice and data network systems in 14 states. Inexion with the acquisition, the Company has alled $9,498 and $8,000 to goodwiill .
definite-lived intangible assets, respectively. Deéinitelived intangible assets recorded represent thenastd fair market value of acquil
customer relationships and non-compete agreememsdefinite-lived intangibles are being amortioe@r a period of five to 20 years.

During the first quarter of Fiscal 2006, the Compatquired 100% of the issued and outstanding gduierests of Telecommunicati
Systems Management, Inc. (“TSM"), GTC Technology @, Inc. and Technology Supply, Inc. (collectiveferred to as “GTC"anc
Business Communications, Inc., Bainbridge Commuduitina Inc., BCI of Tampa, LLC and Networx, L.L.Ccdllectively referred to ¢
“BCI"). These companies primarily provide fudkervice voice communication solutions and servinethe Florida and Virginia markets.
connection with the acquisitions, the Company Haxated $8,385 and $5,846 to goodwill and defifited intangible assets, respectiv
The definite-lived intangible assets recorded regme the fair market value of acquired customaatie@hiships and nonempete agreemer
The definite-lived intangibles are being amortipe@r a period of five to 20 years.

The results of operations of TSM, GTC, BCI, Uniar<=WIN and CSG are included in the Compan@bnsolidated Statements of Incc
beginning on their individual acquisition datesidgrFiscal 2006. The acquisitions taken individyalld not have a material impact on
Company’s results of operations. The costs of tdugiitions were funded with borrowings under thedit Agreement described in Note 8.

Fiscal 2005

On December 20, 2004, the Company signed a deBndigreement to acquire all of the outstandingeshaf Norstan, Inc. (“Norstah”
common stock for $5.60 per share in cash via agteoffer and merger. On January 25, 2005, the Cagnpampleted its cash tender offer
purchased approximately 86% of the outstanding eshaf Norstan common stock. Also, on January 28526he Company acquir
6,000,000 Norstan shares through the exercisestdek option granted by Norstan. The Compargkercise of the option resulted in
Company owning in excess of 90% of the outstandimares of Norstan and qualified the Company to ¢etm@ shorform merger unde
Minnesota law. The remaining Norstan shares notiieed in the tender offer were then acquired thiotige shorform merger, also effect
on January 25, 2005. In the merger, each shareosthh common stock was converted into the righeteive $5.60 per share in cash,
same consideration paid for shares in the tender.d&s a result of the tender offer and mergergtim is now a whollypwned subsidiary
the Company.

The following table summarizes the value of thedtam assets acquired and liabilities assumed atateeof acquisition.

At January 25, 200!

Current assets, primarily consisting of accounteirable and inventorie $ 71,14:
Property, plant and equipme 12,64¢
Other nor-current assel 18,77¢
Intangible asset 15,97:
Goodwill 58,74
Total assets acquire $ 177,28:
Current liabilities, primarily consisting of defed revenue, restructuring reserve and accrued s&g $ 61,12¢
Other nor-current liabilities, primarily consisting of restturing reserv 8,74
Total liabilities acquirec $ 69,87
Net assets acquire $ 107,40¢

The following table details the amounts recordedach major intangible asset class:

At January 25, 200!

Non-compete agreemer $ 34z
Backlog 3,93(
Customer relationships and contre 11,69¢
Total intangible asse $ 15,97:

The amortization period is three years for non-cet@@mgreements, one year for backlog and 20 yeacsi§tomer relationships.
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The transaction resulted in $58,741 of goodwillnemf which is deductible for tax purposes. The @any paid a premium for Norstan
order to further expand its operational footprimthe voice and data technology markets. In aduitioe purchase increased the Company’
solutions offerings and customer market, providimma stronger worldwide technical services parfoeits collective clients.

The Company paid a total of $77,717 for all outdiag shares through the cash tender offer and gubsé merger. The Company also |
$5,764 for all vested and unvested options andamésroutstanding at the date of the merger. Intiaddithe Company repaid Norstarcredi
facility outstanding at the date of the merger 7 $00 and incurred transaction costs of $6,428cty related to the acquisition (consis'
primarily of banking, keyemployee change of control payments and other gsafeal fees), bringing the total acquisition cta
approximately $102,553, net of cash acquired 0838, The cost of the Norstan acquisition was fundé@tl borrowings under the Cre
Agreement.

After consummation of the acquisition, the Compdmggan to integrate Norstanproducts, employees and facilities with its owm
connection with these integration actions, the Camypincurred severance costs of $2,887 for theraipa of approximately 150 employe
In addition, the Company incurred integration cdstsfacility consolidations of $11,874. The mafgrof the severance costs were pai
Fiscal 2006 with certain facility costs extendihgough Fiscal 2012.

The following unaudited pro forma summary preséimésCompanys results of operations as if the acquisition hecliored at the beginning
the period indicated and does not purport to regrewhat the Company’results of operations would have been had theisitiqn occurre
on such date or at the beginning of the periodcitgid, or to project the Compaaykesults of operations for any future date orqakriThe pr
forma results of operations include adjustmenivte effect to amortization of intangibles and etadjustments, together with related inct
tax effects. These pro forma results of operatadmsot include the effects of cost synergies areltizne nonrecurring transactions associ
with the acquisition.

Fiscal Year Ended March 31,

200¢ 200¢

Revenue (Pi-forma) $ 716,85: $ 746,26:

Net Income from continuing operations (-forma), net of ta; $ 22,45 $ 32,73
Earnings per common share (-forma)

Basic $ 1.2¢ $ 1.8C

Diluted $ 1.2¢€ $ 1.74

Norstan had an April fiscal ye-end, which differed from the Company’s March yead. However, as the difference was less than 98
the pro forma information compiled for Fiscal 2084s not required to be adjusted to account fodtfferent yearends. For Fiscal 2005 f
forma information, the Company’s audited incometesteent for Fiscal 2005 (which included Norstamesults of operations effect
January 25, 2005) was combined with Norstan’s uitedidhcome statement for the period April 1, 2@ugh January 24, 2005.

Note 11: Restructuring and Other Charges
Fiscal 2007

In connection with the acquisition of NextiraOneidg the first quarter of Fiscal 2007, the Companynmitted to a plan of reorganizatior
NextiraOn¢'s operations. In so doing, the Company incurred #lbof costs related to facility consolidationsl &10,766 of severance cc
for the separation of approximately 300 employéesccordance with SFAS 141, these costs were gyojmeluded in the purchase pr
allocation for NextiraOne. The Company paid $14,8ddng Fiscal 2007 relating to such obligationghwhe balance for certain facility c
payments extending through Fiscal 20%éeNote 10 for additional information.

Fiscal 2006

During the first quarter of Fiscal 2006, the Compaecorded a restructuring charge of $5,290 relédestaffing level adjustments and |
estate consolidation in Europe and North Ameridas Tharge was in connection with the restructuimtiated during the fourth quarter
Fiscal 2005 and discussed below. The majority efroeturing costs have now been recognized withetteeption of certain facility cos
which will extend through Fiscal 2012.

Fiscal 2005

During the fourth quarter of Fiscal 2005, the Compaommitted to a plan to riglsize the organization and align the expense striatith
anticipated revenues and changing market demanitsfeolutions and services and, as a result, decbrestructuring and other charge
$3,019. This amount was comprised of $2,406 reltadeckal estate consolidations, such as idle fgaiént obligations and the wriff of
leasehold improvements and $613 relating to sigffvel adjustments, including the involuntary taration of approximately 28 employs¢
in its Europe segment. In aggregate, $2,016 ar@D3Irelated to North America and Europe, respelgtive

76




Table of Contents

Also, during the fourth quarter of Fiscal 2005, thempany recorded “Other Chargesf’$2,040 related to the satisfaction of a previg
disclosed litigation judgment where the Company hpdealed an adverse arbitration award. By opifiled March 9, 2005, the Court
Appeals affirmed the decision of the District Comnfirming the award. This charge was comprisefilg7 78 awarded to the plaintiff, wh
included interest, fees and costs as well as $268gal fees incurred by the Company previouslyitediped in Goodwill. The Compal
accrued the award of $1,800 within Other liabiitien the Compang’ Consolidated Balance Sheets. On May 6, 2005Ctmepany paid tt
award of $1,800 in satisfaction of this judgmentuith

In connection with the acquisition of Norstan dgrie fourth quarter of Fiscal 2005, the Companymitted to a plan of reorganization
the Norstan operations. In so doing, the Companyried severance costs of $2,887 for the separafi@pproximately 150 employees.
addition, the Company incurred integration costsféaility consolidations of $11,874. The majordf/the severance costs were paid in F
2006 with certain facility costs extending througjbcal 2012.

The following table summarizes the changes todisgucturing reserve during the period:

Employee
Severanc Facility Closures Total
Balance at March 31, 200¢ g 2,78¢ ¢ 13,80¢ ¢ 16,59¢
Restructuring charg 3,47: 1,81 5,29(
Acquisition adjustmentsseeNote 10) 66 29¢ 364
Asset writ-downs -- (636 (636
Cash expenditure (6,068 (4,850 (10,918
Balance at March 31, 2006 g 26( ¢ 10,43¢ ¢ 10,69¢
Acquisition adjustmentsseeNote 10) 10,76¢ 16,26¢ 27,03¢
Asset writ-downs -- (391 (391
Cash expenditure (8,020 (9,893 (17,913
Balance at March 31, 200" ¢ 3,00¢ ¢ 16,42. ¢ 19,42¢

Of the $19,428 above, $9,788 is classified as eentitiability under Other liabilities on the Compés Consolidated Balance Sheets fol
period ended March 31, 2007.

Note 12: Operating Leases

The Company leases offices, facilities, equipmet eehicles throughout the world. While most of ksases are operating leases that e
over the next 8 years, certain vehicles and equipeue leased under capital leases that expirethearext 5 years. As leases expire, it ce
expected that, in the normal course of businestindeases will be renewed or replaced.

Certain lease agreements include renewal optiodsesnalating rents over the lease terms. Geneithly,Company expenses rent
straightline basis over the life of the lease which comnesnen the date the Company has the right to cotiteoproperty. The cumulati
expense recognized on a straifihé basis in excess of the cumulative paymenisdsided in Accrued Expenses and Other liabilitieshe
Companys Consolidated Balance Sheets. Rent expense wa3832316,059 and $12,484 for Fiscal 2007, Fis€@fl62and Fiscal 200
respectively.

The future minimum lease payments under naneelable capital and operating leases with Irdtimemaining terms of one year or more ¢
March 31, 2007 are as follows:

Years Ending March 31,

2008 ¢ 30,51:
2009 22,96¢
2010 13,66(
2011 9,12t
2012 6,041
Thereafter through 201 3,561
Total minimum lease paymer $ 85,86

In connection with the NextiraOne acquisition, fiempany obtained various contractual obligationghie form of operating leases
facilities and vehicles of approximately $35,120te acquisition date. The remaining balance fos¢hcontractual obligations is inclut
within the total minimum lease payments providedvat

Of the total minimum lease payments provided ab$16,268 relates to future payments for facilitpsolidations that have been previol
recognized within the Company’s Consolidated Stetesiof Income or were derived from the Compargcquisitions, the amount of wh
is included in the opening balance sheet for thgtiition.
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Note 13: Income Taxes

The domestic and foreign components of pre-taxrmefrom continuing operations for the years endeddi 31 are as follows:

March 31,
(As Restated (As Restated
2007 200¢ 200t
Domestic ¢ 27,52¢ $ 29,18¢ $ 30,59¢
Foreign 27,37 16,80¢ 9,89:
Consolidatec $ 54,90( $ 45,99 $ 40,48¢

The provision / (benefit) for income tax chargedemtinuing operations for the years ended Marchrglas follows:

March 31,
(As Restated (As Restated
2007 200¢ 200t

Current:

Federal $ 12,59¢ $ 11,50¢ ¢ 12,78«
State 1,365 1,23( 1,11¢
Foreign 4,38¢ 5,03¢ 3,44¢
Total current 18,34¢ 17,77¢ 17,35:
Deferred 94€ (2,553 (3,909
Total provision for income taxe $ 19,29! $ 15,22: $ 13,44

Reconciliations between income taxes from contiguwiperations
effective tax rate for the years ended March 3laarfollows:

computed using the federal statutocgme tax rate and the Company’

March 31,
(As Restated (As Restated
2007 200¢ 200¢
Federal statutory tax ra 35.0% 35.0% 35.0%
Foreign taxes, net of foreign tax crec (1.3) - 0.7
Effect of permanent book / tax differenc (0.1) 2.7 1.1
State income taxes, net of federal ber 1.8 (0.2) (1.5)
Valuation allowanct 0.S 3.1) (3.0)
Other, ne (1.2) (1.3) 0.8
Effective tax rate 35.1% 33.1% 33.2%
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The components of current and long-term deferrrdidhilities/assets at March 31 are as follows:

March 31,

(As Restated
2007 200¢

Deferred Tax Liabilities:
Tradename and trademal ¢ 10,03¢ $ 9,68¢
Amortization of intangible: 11,24« 8,94(
Unremitted earnings of foreign subsidiar 3,08( 2,10¢
Basis of fixed asse 2 4,58¢
Other prepaid item 341 22
Gross deferred tax liabilitie 24,70 25,34:

Deferred Tax Assets:

Net operating losse 17,17: 16,51¢
Restructuring reserve 13,53¢ 6,462
Outsourced lease¢ 22 6,40
Basis of finished goods invento 9,51¢ 3,16¢
Reserve for bad deh 5,452 2,79¢€
Miscellaneous accrued expen: 3,45z 23C
Foreign tax credit car-forwards 2,56¢ 2,10¢
Accrued employee cos 767 1,09:
Foreign exchang 43¢ 71¢
Unexercised stock optiot 17,28¢ 15,67¢
Gross deferred tax ass: 70,20¢ 55,17¢
Valuation allowanct (1,460 (952)
Net deferred tax asse 68,74" 54,22
Net deferred tax assets/(liabilitie $ 44,04 $ 28,88

At March 31, 2007, the Company had $4,861, $75808 $30,993 of federal, state and foreign grossopetating loss carrierwards
respectively. As a result of the Company’s reorgation in 1992 and concurrent ownership changett€ompanys acquisition of Norsta
Section 382 of the Internal Revenue Code of 1986amended (the “Code’l)mits the amount of net operating losses availablehe
Company to approximately $3,565 per year. The fdeet operating loss carfgrwards expire in Fiscal 2021. The state net dpegdos:
carry-forwards expire at various times through &is2027 and the foreign net operating loss céorwards expire at various times throi
Fiscal 2017, with the exception of $274 for Austfi438 for Belgium, $3,341 for Brazil, $110 for Deark and $1,675 for France, which h
no expirations.

A valuation allowance is provided when it is makely than not that some portion or all of the dedd tax assets will not be realized.
Company has recorded a valuation allowance of $lfd6certain state and foreign net operating tzssyforwards anticipated to produce
tax benefit. The valuation allowance was increasdgiscal 2007 by $508 in order to reflect the iligbto use certain state net operating
carry-forwards.

In connection with the acquisitions of NextiraOMNJVT, NTI and ADS, the Company acquired approxirhat96,000 of goodwill. Th
Company believes that $65,549 will be recognized &< deduction over the next 15 years. In additibe Company recorded approxima
$19,197 of deferred tax assets related to purchesaunting.

In general, except for certain earnings in Japah earnings associated with inter-company loan lgalgnit is the Compang’intention ti
reinvest all undistributed earnings of nors. subsidiaries for an indefinite period of tinfiénerefore, except for the exceptions noted alt
no deferred U.S. income taxes have been providathdistributed earnings of nd-S. subsidiaries, which aggregate approximateB Zgt
based on exchange rates at March 31, 2007. Howadditjonal taxes could be necessary if futureifprearnings were loaned to the pat
if the foreign subsidiaries declare dividends ® thS. parent or the Company should sell its stot¢ke subsidiaries.

During Fiscal 2007, the Internal Revenue ServitR$”) commenced examination of the Company.S. federal income tax return for Fis
2004 and Fiscal 2005. The IRS has not yet propaseatijustment to the Compansyfiling position in connection with this examiraii Upor
completion of this examination, it is reasonablysgible that the total amount of recognized and esogrized benefits may change. /
change would impact the effective rate. Howeverestimate of the tax impact on the effective tar far any potential adjustment canno
made at this time.

See Note 20 for subsequent events and the relaggatt on the Company’s income taxes.
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Note 14: Incentive Compensation Plans

Performance Bonus

The Company has variable compensation plans cayeernain team members. These plans provide a bmmimgent on the attainment
certain annual or quarterly performance targetse Tompany recorded expense of $4,562, $5,431 antR3lunder their variak
compensation plans for Fiscal 2007, Fiscal 2006Faschl 2005, respectively.

Profit Sharing and Savings Pldrile plan¥)

The Company has multiple profit sharing and saviplgas which qualify as deferred salary arrangemantier Section 401(k) of the Cc
Participants may elect to contribute a portionh&fitt eligible compensation, subject to limits impddy the plans, which are partially matc
by the Company. The Company recorded expense 66$3$3,532 and $2,243 for these plans during FB&@a7, Fiscal 2006 and Fis
2005, respectively.

StockBased Compensation

The Company has two stock option plans, the 1962kSDption Plan, as amended (the “Employee Plariy, the 1992 Director Stock Opt
Plan, as amended (the “Director Plar&x of March 31, 2007, the Employee Plan is autlatito issue stock options and stock appreci
rights (“SARs”) for up to 9,200,000 shares of common stock. The |&yee Plan provides that options are to be grabte@d committe
appointed by the Board to key employees of the Gaypsuch stock options generally become exer@saldqual amounts over a thrgeal
period. As of March 31, 2007, the Director Plamighorized to issue stock options and SARs foroup70,000 shares of common stock.
Director Plan provides that options are to be grariy the Board or a committee appointed by ther®casuch options generally beca
exercisable in equal amounts over a three-yeaoghello SARs have been issued under either plan.

Stock-based compensation expense includes (i) cosagien expense for shabased awards granted prior to, but not yet vested!
March 31, 2006, based on the grant-date fair va&ignated in accordance with the gooma provisions of SFAS 123 and (ii) compense
expense for the share-based payment awards graubsdquent to March 31, 2006 based on the glaetfair value estimated in accorde
with the provisions of SFAS 123(R). During Fisc@0Z, the Company recognized compensation expen$8,808 ($6,050 net of tax)
$0.34 per diluted share which is recorded in Sgllgeneral & administrative expenses on the Conipabgnsolidated Statements of Income.

As a result of the Restatement, the Company haateesits stockkased compensation expense recognized under tiresiotvalue methc
(APB 25) for the fiscal years ended March 31, 2@d@l 2005. The following table reconciles the Conyfmstockbased compensati
expense from the previously-reported results ta¢iséated results for the fiscal years ended Maict?2006 and 2005.

Stocl-Based Compensation Expense,-Tax
(As Previousl

For the fiscal years ended March Reported Adjustmen (As Restatec
2006 $ - ¢ 11,04 ¢ 11,04¢
2005 68(C 5,17¢ 5,85¢

As noted above, the restated sthased compensation expense for the fiscal yearesdekiérch 31, 2006 and 2005 was $11,045 ($7,25
of tax), or approximately $0.41 per diluted shame] $5,858 ($3,834 net of tax), or approximatelR$@er diluted share, respectively.

The following table summarizes the activity of tBempanys stock options as of and for the fiscal years dridarch 31, 2007, 2006 a
2005.

2007 2006 2005
Weighted- Weighted-
Average Average Weighted-
Exercise Exercise Average
Price (per Price (per Exercise Price
Shares in thousand: Shares share} Shares share’ Shares (per share’
Outstanding at beginning of peri 5,05¢ 8 38.2¢ 4,78( $ 37.1¢4 4,414 $ 36.4(
Granted 70 39.12 1,25¢ 38.5] 924 34.8¢
Exercisec (435, 34.4; (753) 30.9¢ (381 20.7¢
Forfeited or expirer (69) 38.71 (228 39.8¢ 77, 42.01]
Outstanding at end of peri 4,621 8 38.6¢ 5,05¢ $ 38.2¢ 4,78( $ 37.1¢
Exercisable at end of peri 4,13( $ 39.12 4,247 $ 39.07% 3,14: § 37.3¢
Weighted average fair value of options
granted during the period using Black-
Scholes option pricing mod $ 17.8¢ $ 22.7¢ $ 21.0%
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The total intrinsic value of options exercised dgrFiscal 2007, Fiscal 2006 and Fiscal 2005, waS9%3 $10,931, and $8,870, respecti
See Note 20 for subsequent events and the relagatct on the Company’s outstanding stock options.

The following table summarizes certain informati@garding the Company’s namested shares as of and for the period ending Mai
2007.

Number of Weighted-

Shares (ir Average Grant-

00C's) Date Fair Value

Non-vested as of 4/1/0 80¢ $ 19.5¢
Granted 65 17.82
Forfeited (366) 19.6¢
Vested (17) 20.87
Non-vested as of 3/31/C 49C 19.2¢

The weighted average fair value of stock optioranted during the period and the stdsed compensation expense recognized during
2007 were based on the Black-Scholes option prieindel using the following weighted average assionpt

Fiscal 200°
Expected life (in years 5.7
Risk free interest rai 4.18%
Annual forfeiture ratt 1.53%
Volatility 45.47Y
Dividend yield 0.60%
The following table summarizes certain informatiegarding the Company’s outstanding stock optidridaach 31, 2007:
Options Outstanding Options Exercisable
Weighted Weighted

Shares Average Weighted Average Shares Average Weighted Average

Range of Out- Remaining Average Intrinsic Exer- Remaining Average Intrinsic

Exercise standing Contractual Exercise Value cisable Contractual Exercise Value

Prices (000’s) Life (Years) Price (000’s) (000’s) Life (Years) Price (000’s)
$19.95- $26.60 257 1.3 $ 21.8¢ $ 3,71¢ 257 1.3 $ 21.8¢ $ 3,71¢
$26.60- $33.25 31t 1.¢ 30.1¢ 1,93¢ 314 1.¢ 30.1¢ 1,93¢
$33.25- $39.90 1,77 8.C 37.1¢ 1,67¢ 1,28i 8.2 38.1( 754
$39.90- $46.55 2,11« 4.€ 42.4( — 2,11¢ 4.€ 42.4( —
$46.55- $53.20 154 2.€ 49.3¢ — 154 2.€ 49.3¢ —
$53.20- $59.85 2 2.8 55.8¢ — 2 2.8 55.8¢ —
$59.85- $66.50 2 2.7 63.22 — 2 2.7 63.22 —
$19.95- $66.50 4,621 5.t $ 38.6¢ $ 7,32¢ 4,13( 5.2 $ 39.1- $ 6,40¢

The aggregate intrinsic value in the precedingetabpresents the total pre-tax intrinsic valuegbasn the Compang’average stock pri
(i.e., average of the open and close of the common stmtkMarch 31, 2007 of $36.29, which would haverbesceived by the optic
holders had all option holders exercised their anstias of that date. As of March 31, 2007, thers approximately $4,281 of to
unrecognized pre-tax compensation expense relatedrivested stock options granted under the plans wikiegxpected to be recogni:
over a weighted average period of 2.5 years.

Pro forma Information

The Company adopted SFAS 123(R) using the modpiredpective transition method. The modified prosipedransition method requir
the Company to provide pro forma disclosure of geincome statement line items for periods ptiothe adoption of SFAS 123(R) as if
fair-valuebased method had been applied to all awards. Tlhewfog table illustrates the pro forma effect omtNncome (Loss) and N
Income (Loss) per share prior to the adoption ASH23(R). This table only shows pro forma amodiotd-iscal 2006 and Fiscal 2005 si
the Company adopted the fair value recognition isioms of SFAS 123(R) on April 1, 2006 and, therefocompensation expenses
recognized in the Consolidated Statements of Inctamnall sharebased payments granted prior to, but not yet vesseof, March 31, 200
Per share amounts may not total due to rounding.
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Years Ended March 31,

(As Restated (As Restated
200¢ 200¢
Net income (Loss- As reportec $ 30,77( ¢ 27,04¢
Plus: Stoc-based compensation expense included in reportedemhe, net of related te 11,04¢ 5,62
Less: Stock-based compensation expense determynibe fiair value method for all
awards, net of related ti (43,420 (21,724
Net Income (Loss- Prc-forma ¢ (1,605 ¢ 10,94¢
Earnings per common shg
Basic— as reportel ¢ 1.7¢ ¢ 1.5t
Basic— prc-forma $ (0.09 $ 0.6%
Diluted — as reporte! $ 1.7¢ $ 1.52
Diluted — pro-forma $ (0.09 $ 0.61

On October 31, 2005, in response to the issuan&-AS 123(R), the Compensation Committee authottzechcceleration of the vesting
all of the Company’s outstanding out-of-theney unvested stock options held by current eng@sy including officers and directc
Approximately 405,224 options that would otherwhisee vested from time to time over the next thregry became immediately exercise
Such stock options had an exercise price greaaer$39.77, the approximate fair market value ofctiamon stock on October 31, 2005.

accelerated vesting of these options increasedptbdorma compensation expense for the three monthedemkcember 31, 2005

approximately $4,217, net of tax.

The Company issued options, with a stated gramt oa©ctober 31, 2005, to purchase approximated; @B shares of common stock wt
were granted fully vested, the effect of which @ased the préerma compensation expense for Fiscal 2006 by apadely $14,656, net
tax.

The following tables reconcile the pforma information required by SFAS 123(R) from {ireviously reported results to the restated re
for Fiscal 2006 and Fiscal 2005. All dollar amouats in thousands, except per share amounts. Ree simounts may not total due
rounding.

Fiscal Year ended March 31, 200

As
previously
reported Adjustment As Restatel
Net income (Loss- As reportec $ 37,35¢ $ (6,588 $ 30,77(
Plus: Stock-based compensation expense includegborted net
income, net of related te - 11,04¢ 11,04¢
Less: Stock-based compensation expense determynibe fair
value method for all awards, net of related (23,972 (19,448 (43,420
Net Income (Loss- Prc-forma $ 13,38¢ $ (14,991 $ (1,605
Earnings per common shg
Basic—- as reportet ¢ 2.1¢ ¢ (0.39 ¢ 1.7¢
Basic- pro-forma $ 0.7¢ $ (0.87 $ (0.09
Diluted - as reportet $ 2.1 $ (0.38 $ 1.7¢F
Diluted — prc-forma $ 0.7¢€ $ (0.85’ $ (0.09

82




Table of Contents

Fiscal Year ended March 31, 2005

As
previously
reported Adjustment As Restate(
Net income (Loss- As reportec $ 29,91 ¢ (2,866 ¢ 27,04¢
Plus: Stock-based compensation expense includegported net
income, net of related t¢ 44k 5,17¢ 5,62%
Less: Stock-based compensation expense determynibe thair
value method for all awards, net of related (9,492 (12,232 (21,724
Net Income (Loss- Prc-forma ¢ 20,86¢ ¢ (9,920 ¢ 10,94¢
Earnings per common she
Basic— as reportet $ 1.72 $ (0.17 $ 1.5¢
Basic- pro-forma $ 1.2C $ (0.57 $ 0.6%
Diluted - as reporter ¢ 1.6¢ $ (0.16 $ 1.52

Diluted — pro-forma $ 1.17 $ (0.56 $ 0.61

During the second quarter of Fiscal 2005, the Campacorded compensation expense as a result afdifioation to a retiring directos’
stock option agreements. The Company recorded ash-stocksased compensation expense of $680 ($445 net ofitaikwas recorded a
component of Selling, general & administrative engee

The pro forma impacts computed above were basetherBlackScholes option pricing model using the followingigig#ed averac
assumptions.

Year Ended March 31,

200¢ 200t
Expected life (in years 5.€ 5.1
Risk free interest rai 4.2% 3.5%
Volatility 49.0% 60.0%
Dividend yield 0.6% 0.6%

Note 15: Earnings Per Share

The following table details the computation of lceend diluted earnings per common share from coiminoperations:

March 31,
(As Restated (As Restated
2007 200¢ 200¢
Net income, as reporte $ 35,60¢ $ 30,77( $ 27,04¢
Weighted average common shares outstanding (k 17,51: 17,16¢ 17,41
Effect of dilutive securities from employee stogkions 29€ 38C 434
Weighted average common shares outstanding (d)l 17,80¢ 17,54« 17,84¢
Basic earnings per common sh $ 2.0z $ 1.7¢ $ 1.5¢
Dilutive earnings per common shz $ 2.0C $ 1.7¢ $ 1.52

The Weighted Average Common Shares Outstandingtédi) computation is not impacted during any perdtere the exercise price ¢
stock option is greater than the average markeepiihere were 1,246,215, 1,287,219 and 875,06&dihative stock options outstandi
during Fiscal 2007, Fiscal 2006 and Fiscal 2005peetively that are not included in the correspogdgeriod Weighted Average Comn
Shares Outstanding (diluted) computation.

Note 16: Repurchase of Common Stock

Fiscal 2007- During Fiscal 2007, the Company repurchased 5@0shhres of its common stock for an aggregate psecprice of $20,2C
or an average purchase price per share of $40.36.

Fiscal 2006- During Fiscal 2006, the Company repurchased 5@&beshof its common stock for an aggregate purchase of $27, or a
average purchase price per share of $47.45.

Fiscal 2005- During Fiscal 2005, the Company repurchased 1,880sfhares of its common stock for an aggregatehpsecprice of $56,91
or an average purchase price per share of $40.64.
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Since the inception of the repurchase program inlA999 through March 31, 2007, the Company hasirehased 7,436,111 shares fo
aggregate purchase price of $317,033, or an avgagbase price per share of $42.63. As of Mar¢t28Q7, 1,063,889 shares were avail
under repurchase programs approved by the Boarditiéwal repurchases of common stock may occur ftione to time depending up
factors such as the Compasycash flows and general market conditions. Whike €ompany expects to continue to repurchase sl
common stock for the foreseeable future, therelmmo assurance as to the timing or amount of seghirchases. Under the Company’
Credit Agreement, the Company is permitted to relpase its common stock as long as no Event of MiedalPotential Default (each
defined in the Credit Agreement) occurs or is quritig.

Note 17: Commitments and Contingencies

Regulatory Matters

As previously disclosed, on November 13, 2006,Gbenpany received a letter of informal inquiry frdlhe Enforcement Division of the SI
relating to the Compang’stock option practices from January 1, 1997 wsgmt. On May 24, 2007, the SEC issued a formadroot
investigation in connection with this matter, and,May 29, 2007, the Company received a documévgicena from the SEC acting purst
to such order. The Company has cooperated witSHE in this matter and intends to continue to do so

As previously disclosed, the Audit Committee, witte assistance of outside legal counsel, is comiu@n independent review of -
Company’s historical stock option grant practiced eelated accounting for stock option grasethe “Explanatory Notebreceding Part
Item 1 of this Form 10-K for more information redaryg this and related matters.

On September 20, 2006, the Company received fonotade from the IRS regarding its intent to begmaaudit of the Compang’tax yeat
2004 and 2005. In connection with this normal réograudit, the IRS has requested certain docurtientavith respect to stock options
the Companys 2004 and 2005 tax years. The Company has prodacenis documents requested by the IRS and igmetlyrin the process
responding to additional documentation requests.

At the conclusion of these regulatory matters,Gloenpany could be subject to additional taxes, fipesalties or other costs which coulc
material.

Litigation Matters

In November 2006, two stockholder derivative lausuwiere filed against the Company itself, as a mamdefendant, and several of
Companys current and former officers and directors in thdted States District Court for the Western Didtiof Pennsylvania. The t
substantially identical stockholder derivative cdamts allege that the individual defendants impenty backdated grants of stock option
several officers and directors in violation of empany’s stockholder-approved stock option plaumind the period 199@002, improperl
recorded and accounted for backdated stock optiom®lation of generally accepted accounting piphes, improperly took tax deductic
based on backdated stock options in violation ef @ode, produced and disseminated false finantdéémments and SEC filings to

Companys stockholders and to the market that impropertpmded and accounted for the backdated option graoincealed the alleg
improper backdating of stock options and obtaisebistantial benefits from sales of Company stocitewh the possession of material in<
information. The complaints seek damages on beatfathe Company against certain current and fornféicess and directors and alle
breach of fiduciary duty, unjust enrichment, seiiesilaw violations and other claims. The two laitsshave been consolidated into a sil
action adn re Black Box Corporation Derivative LitigatigrMaster File No. 2:06-CV-153TMH, and plaintiffs filed a consolidated amen
complaint on January 29, 2007. The parties haylstied that responses by the defendants, inclutiegCompany, are due on or be
September 4, 2007. The Company may have indemtidficabligations arising out of this matter to @asrrent and former directors ¢
officers named in this litigation. The Company haede a claim for such costs under an insuranceypoli

As previously disclosed, the Company received gpseba, dated December 8, 2004, from the Unitee@Staeneral Services Administrat
(“GSA"), Office of Inspector General. The subpoena requregluction of documents and information. The Conypanderstands that t
materials are being sought in connection with aestigation regarding potential violations of tleents of a GSA Multiple Award Sched
contract. The Company has not received any comratioicon this matter from the GSA since June 2005.

The Company is, as a normal part of its businessabipns, a party to legal proceedings in additmthose described in current and prev
filings. Based on the facts currently availabletite Company, management believes the matters Hedctinder this captionLitigation
Matters” are adequately provided for, covered sprance, without merit or not probable that an umfable outcome will result.

Product Warranties

Estimated future warranty costs related to cerpaducts are charged to operations in the periedréfated revenue is recognized.
product warranty liability reflects the Compasyest estimate of probable liability under thoseranties. As of March 31, 2007 and 2(
the Company has recorded a warranty reserve oil&4ad $1,383, respectively.
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There has been no significant or unusual activityray Fiscal 2007 other than the acquisitions asudised in Note 10.

Note 18: Segment Reporting

Management reviews financial information for thensolidated Company accompanied by disaggregateminiafion on net revenu
operating income and assets by geographic regiorihfo purpose of making operational decisions asgkssing financial performan
Additionally, Management is presented with and ees net revenues and gross profit by service tiffie. accounting policies of t
individual operating segments are the same as thfabe Company.

The following table presents financial informatiamout the Company’s reportable segments by geoigragdion:

March 31,
(As Restated (As Restated
2007 200¢ 200t
North America
Revenue: ¢ 850,08t $ 564,70! $ 355,01
Operating incom: 49,481 42,50¢ 21,62(
Depreciatior 11,74 8,01 5,14¢
Amortization 10,15¢ 4,47 87¢
Segment assets (as of March 1,007,69! 761,42: 719,93¢
Europe
Revenue: $ 129,27¢ $ 120,05: $ 142,83
Operating incom: 16,44 5,51¢ 13,63¢
Depreciatior 49¢ 671 1,21:
Amortization 91 491 39¢
Segment assets (as of March 139,53: 116,71 134,98
All Other
Revenue: $ 36,94« $ 36,58 $ 37,22t
Operating incom: 7,42¢ 7,121 8,09¢
Depreciatior 85 24¢ 26¢€
Amortization 38 36 56
Segment assets (as of March 17,31¢ 16,41¢ 15,357

The sum of the segment revenues, operating incaimgieciation and amortization equals the consadlatvenues, operating incol
depreciation and amortization. The following red@xsegment assets to total consolidated assetisefperiods referenced below:

March 31,
(As Restated (As Restated
2007 200¢ 200¢
Segment assets for North America, Europe and Ale€ $ 1,164,54 $ 894,55 $ 870,27!
Corporate elimination (74,453 (79,145 (83,211
Total consolidated asse § 1,090,09: $ 815,41. $ 787,06
The following table presents financial informatiamout the Company by service type:
March 31,
2007 200¢ 200¢
Data Services
Revenue: ¢ 182,12¢ ¢ 196,58! ¢ 200,93!
Gross Profit 55,59¢ 57,06¢ 59,35«
Voice Services
Revenue: $ 611,27¢ ¢ 310,80« ¢ 106,54(
Gross Profit 209,26¢ 119,55t 36,25¢
Hotline Services
Revenue: ¢ 222,90: ¢ 213,94t ¢ 227,60:
Gross Profit 109,12: 105,72¢ 119,32(

The sum of service type revenues and gross pauils consolidated revenues and gross profit.
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Note 19: Quarterly Data (Unaudited)

The following tables represent summary Quarterlggudited) Consolidated Statements of Income faraFi2007 and Fiscal 2006. All dol
amounts are in thousands, except per share am@&artsings per share data may not compute due taliog.

Fiscal Year 2007 (Unaudited’
(As Restated (As Restated

1Q07 2Q07 3Q07 4Q07 FYO7

Revenues

Hotline products § 52,22t $ 55,06: $ 57,77( § 57,84¢ ¢ 222,90

Or-Site service! 178,17! 216,26: 207,03 191,93¢ 793,400
Total 230,39! 271,32! 264,80t 249,78 1,016,311
Cost of sales

Hotline products 25,46 27,84 29,887 30,58¢ 113,78

Or-Site service! 119,09 144,44: 138,23 126,77¢ 528,54!
Total 144,55. 172,28¢ 168,12: 157,36( 642,32:
Gross profit 85,84 99,03¢ 96,68t 92,42« 373,98¢
Selling, general & administrative
expense: 70,20: 73,59¢ 73,94( 72,61« 290,35!
Restructuring and other charc -- -- -- -- --
Intangibles Amortizatiol 1,50¢ 1,931 2,671 4,171 10,28t
Operating income 14,13¢ 23,50¢ 20,06¢ 15,63¢ 73,34¢
Interest expense (income), 1 3,64( 5,521 4,061 5,18¢ 18,40:
Other expenses (income), | 11E 72 (122 (23) 42
Income before provision for income
taxes 10,38: 17,91 16,12¢ 10,47 54,90(
Provision for income taxe 3,56¢ 6,23¢ 5,63¢€ 3,84¢ 19,29
Net income g 6,81: ¢ 11,67¢ ¢ 10,49: ¢ 6,62¢ g 35,60¢
Earnings per common sha

Basic ¢ 0.3¢ ¢ 0.67 ¢ 0.6( $ 0.3¢ ¢ 2.0¢

Diluted $ 0.3i $ 0.6€ $ 0.5¢ & 0.37 $ 2.0C
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Fiscal Year 2006 (Unaudited)

(As Restated

(As Restated

(As Restated

(As Restated

(As Restated

1Q0€ 2Q0¢€ 3Q0¢€ 4Q0€ FY06

Revenues

Hotline products g 53,45 $ 54,05¢ $ 52,77: $ 53,66 g 213,94¢

On-Site service: 125,83 130,99: 129,36 121,20: 507,38
Total 179,28. 185,05( 182,13! 174,86¢ 721,33!
Cost of sales

Hotline products 25,87 26,82¢ 26,30¢ 29,20¢ 108,22(

On-Site service: 82,46¢ 84,33¢ 82,42¢ 81,53! 330,76!
Total 108,34. 111,16¢ 108,73: 110,74: 438,98!
Gross profit 70,94( 73,88: 73,40 64,12¢ 282,35(
Selling, general & administrative
expense: 52,04( 51,77: 52,87 60,22¢ 216,91:
Restructuring and other charcg 5,29( -- -- -- 5,29(
Intangibles Amortizatiol 1,55¢ 1,32¢ 1,34¢ 764 4,99¢
Operating income 12,05: 20,78: 19,18: 3,13¢ 55,15(
Interest expense (income), | 1,95¢ 2,33( 2,397 2,437 9,12:
Other expenses (income), 1 (75) 40 114 (43) 36
Income before provision for income
taxes 10,16¢ 18,41: 16,67( 74z 45,99
Provision for income taxe 3,452 6,29¢ 5,631 (158 15,221
Net income ¢ 6,71¢ $ 12,11t $ 11,03¢ ¢ 90C $ 30,77(
Earnings per common sha

Basic g 0.4C ¢ 0.71 ¢ 0.64 $ 0.0t g 1.7¢

Diluted $ 0.3¢ $ 0.7¢ $ 0.62 § 0.0¢ § 1.7¢

During the fourth quarter of Fiscal 2006, the Compincurred a préax charge of $7.1 million related to an adjustmaingarnings ove
multiple years, from Fiscal 2003 through Fiscal 0ffom the Company’s Italian Operations (“Itali@perations Adjustment”)The Italiar
Operations Adjustment resulted from intentional caigduct by certain local operational and financienagers of the Comparsyltaliar
Operations acting in collusion with one anothertfar purpose of overstating local financial results

The Companys management concluded, with the concurrence oAtltit Committee, that the impact of the Italiandébgtions Adjustme
was not material to the Compasyconsolidated financial statements for any intesirannual period between Fiscal 2003 through F2066
In reaching this conclusion, the Company reviewad analyzed the SEC’s Staff Accounting Bulletin 96, “Materiality,” in order tc
determine that the impact was not material on antijfaéive or qualitative basis to any one periog @ result, the Company recorde
cumulative adjustment in the fourth quarter of BIS2006.
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Restatement Impact on the Quarterly (Unaudited) Corolidated Statements of Income

The following tables reconcile the Company’s QuéytdJnaudited) Consolidated Statements of Incomenfthe previously reported results
to the restated results for Fiscal Years Ended Madg 2007 and 2006. All dollar amounts are in Haoas, except per share amounts. Per
share amounts may not total due to rounding.

Three Month Period Ended September 30, 2006 (Unauteid)
As Previously

In thousands, except per share amount Reported Adjustment As Restate(
Revenues

Hotline products $ 55,06: $ - $ 55,06:

On-Site service: 216,26. - 216,26:
Total 271,32¢ - 271,32!
Cost of sales

Hotline products 27,84 -- 27,84

On-Site service! 144.,44. -- 144,44,
Total 172,28¢ - 172,28¢
Gross profit 99,03¢ -- 99,03¢
Selling, general & administrative expen: 72,78¢ 81t 73,59¢
Restructuring and other char¢ -- -- --
Intangibles amortizatio 1,931 -- 1,931
Operating income 24,32 (81%) 23,50¢
Interest expense (income), 1 4,12¢ 1,39¢ 5,521
Other expenses (income), | 72 -- 72
Income before provision for income tay 20,12 (2,210 17,91
Provision for income taxe 7,044 80¢€ 6,23¢
Net income $ 13,07¢ $ (1,409 $ 11,67¢
Earnings per common sha

Basic $ 0.7t $ (0.0¢) $ 0.67

Diluted $ 0.74 $ (0.09) $ 0.6¢€
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Three Month Period Ended June 30, 2006 (Unaudited)

As Previously

In thousands, except per share amounts Reported Adjustment As Restate(
Revenues

Hotline products $ 52,22t $ -- $ 52,22t

Or-Site service! 178,17( -- 178,17(
Total 230,39! - 230,39!
Cost of sales

Hotline products 25,46 -- 25,46

Or-Site service! 119,09( -- 119,09(
Total 144,55: - 144,55:
Gross profit 85,84+ -- 85,84«
Selling, general & administrative expen: 68,57 1,62¢ 70,20z
Restructuring and other char¢ -- -- --
Intangibles amortizatio 1,50¢€ -- 1,50¢
Operating income 15,76¢ (1,629 14,13¢
Interest expense (income), 1 3,64( -- 3,64(
Other expenses (income), | 11E -- 11F
Income before provision for income ta 12,01( (1,629 10,38:
Provision for income taxe 4,20z (635) 3,56¢
Net income $ 7,807 $ (9949 $ 6,81:
Earnings per common sha

Basic $ 0.4 $ (0.0%) $ 0.3¢

Diluted $ 0.4% $ (0.06) $ 0.37
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Three Month Period Ended March 31, 2006 (Unaudited)

As Previously

In thousands, except per share amounts Reported Adjustment As Restate(
Revenues

Hotline products $ 53,66 $ - $ 53,66

Or-Site service! 121,20: -- 121,20:
Total 174,86¢ - 174,86¢
Cost of sales

Hotline products 29,20¢ -- 29,20¢

Or-Site service! 81,53 -- 81,53:
Total 110,74: - 110,74:
Gross profit 64,12¢ -- 64,12¢
Selling, general & administrative expen: 53,85¢ 6,36¢ 60,22¢
Restructuring and other char¢ -- -- --
Intangibles amortizatio 764 -- 764
Operating income 9,50¢ (6,36¢) 3,13¢
Interest expense (income), 1 2,431 -- 2,437
Other expenses (income), 1 (43 - (43
Income before provision for income ta 7,11C (6,36¢) 742
Provision for income taxe 2,45¢ (2,617) (15¢)
Net income $ 4,65¢€ $ (3,756 $ 90C
Earnings per common sha

Basic $ 0.2¢ $ (0.2)) $ 0.0t

Diluted $ 0.2¢€ $ (0.27) $ 0.0t
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Three Month Period Ended December 31, 2005 (Unauditl)

As Previously

In thousands, except per share amounts Reported Adjustment As Restate(
Revenues

Hotline products $ 52,77: $ -- $ 52,77:

Or-Site service! 129,36« -- 129,36
Total 182,13! - 182,13!
Cost of sales

Hotline products 26,30¢ -- 26,30¢

Or-Site service! 82,42t -- 82,42
Total 108,73: - 108,73:
Gross profit 73,40: -- 73,40
Selling, general & administrative expen: 50,441 2,431 52,87:
Restructuring and other char¢ -- -- --
Intangibles amortizatio 1,34¢ -- 1,34¢
Operating income 21,61: (2,43)) 19,18:
Interest expense (income), 1 2,397 -- 2,397
Other expenses (income), | 114 -- 114
Income before provision for income ta 19,101 (2,43)) 16,67(
Provision for income taxe 6,59( (959) 5,631
Net income $ 12,51 $ (1,477 $ 11,03¢
Earnings per common sha

Basic $ 0.7z $ (0.0¢) $ 0.64

Diluted $ 0.7C $ (0.0¢) $ 0.62
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Three Month Period Ended October 1, 2005 (Unaudited

As Previously

In thousands, except per share amounts Reported Adjustment As Restate(
Revenues

Hotline products $ 54,05¢ $ - $ 54,05¢

Or-Site service! 130,99 -- 130,99
Total 185,05( - 185,05(
Cost of sales

Hotline products 26,82¢ -- 26,82¢

Or-Site service! 84,33¢ -- 84,33¢
Total 111,16¢ - 111,16¢
Gross profit 73,88 -- 73,88:
Selling, general & administrative expen: 50,64% 1,12¢ 51,77:
Restructuring and other char¢ -- -- --
Intangibles amortizatio 1,32¢ -- 1,32¢
Operating income 21,907 (1,12¢ 20,78:
Interest expense (income), 1 2,33( -- 2,33(
Other expenses (income), | 40 -- 40
Income before provision for income ta 19,531 (1,126 18,41
Provision for income taxe 6,74( (444) 6,29¢
Net income $ 12,797 $ (682) $ 12,11
Earnings per common sha

Basic $ 0.7% $ (0.09) $ 0.71

Diluted $ 0.74 $ (0.09) $ 0.7¢

92




Table of Contents

Three Month Period Ended July 2, 2005 (Unaudited)

As Previously

In thousands, except per share amounts Reported Adjustment As Restate(
Revenues

Hotline products $ 53,45: $ -- $ 53,45.

Or-Site service! 125,83 -- 125,83(
Total 179,28: - 179,28:
Cost of sales

Hotline products 25,87« -- 25,87«

Or-Site service! 82,46¢ -- 82,46¢
Total 108,34: - 108,34:
Gross profit 70,94( -- 70,94(
Selling, general & administrative expen: 50,92( 1,12C 52,04(
Restructuring and other char¢ 5,29( -- 5,29(
Intangibles amortizatio 1,55¢ -- 1,55¢
Operating income 13,17: (1,120 12,05:
Interest expense (income), 1 1,95¢ -- 1,95¢
Other expenses (income), | (75) -- (75)
Income before provision for income ta 11,28¢ (1,120 10,16¢
Provision for income taxe 3,894 (442) 3,452

_ )

Net income $ 7,39¢ $ (67¢ $ 6,71¢
Earnings per common sha

Basic $ 0.4 $ (0.04) $ 0.4C

Diluted $ 0.4% $ (0.04) $ 0.3¢
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The following tables represent summary Quarterlggutited) Consolidated Balance Sheets for Fisdal 2td Fiscal 2006. All dollar
amounts are in thousands.

(As Restated

(As Restated

June 30, 200 September 30, 20C December 30, 20C March 31,
(Unaudited) (Unaudited) (Unaudited) 2007
Assets
Cash and cash equivalel $ 14,36( $ 15,75¢ $ 1536: $ 17,157
Accounts receivable, n 172,31! 185,33: 184,40: 161,73:
Inventories, ne 68,24 71,871 74,07" 72,807
Costs / estimated earnings in excess of billings on
uncompleted contrac 55,40( 56,55: 59,20( 61,00
Deferred tax assi 8,87: 9,48¢ 10,45¢ 10,56:
Prepaid and other current ass 28,66 27,60¢ 26,04* 20,49t
Total current assets 347,85: 366,61¢ 369,54. 343,75!
Property, plant and equipment, | 39,02¢ 41,59¢ 39,25 39,05:
Goodwill, net 593,18 586,27: 588,55t 568,64
Intangibles:
Customer relationships, n 54,03¢ 53,99¢ 55,96: 68,01¢
Other intangibles, n¢ 35,47 34,79¢ 36,49: 33,25¢
Deferred tax asst 19,06¢ 18,52¢ 17,92( 33,48!
Other asset 4,96¢ 4,343 4,19 3,88t
Total assets $ 1,093,61 $ 1,106,14: $ 1,111,910  $1,090,09.
Liabilities
Accounts payabl $ 73,75 $ 87,12% $ 75,98: $ 74,72
Accrued compensation and bene 25,64« 20,65¢ 23,44 21,81
Deferred revenu 53,36¢ 51,12( 48,99¢ 35,63(
Billings in excess of costs / estimated earnings on
uncompleted contrac 15,48: 20,57: 21,44« 19,027
Current maturities of lor-term debt 704 60¢ 587 68€
Income taxe: 9,887 11,81¢ 60,42¢ 13,43(
Other liabilities 68,34« 64,78( 11,78: 61,38¢
Total current liabilities 247,18l 256,68( 242,66« 226,69¢
Long-term debt 243,88t 251,94! 253,93 239,92¢
Other liabilities 31,50¢ 27,70¢ 26,75¢ 23,77
Total liabilities 522,57! 536,33! 523,35t 490,39!
Stockholders’ equity
Preferred Stoc - -- - --
Common Stocl 25 25 25 25
Additional paic-in capital 424,14 430,06: 437,09t 441,28
Treasury stocl| (296,82) (314,41) (317,030 (317,03)
Accumulated other comprehensive inca 19,32¢ 19,14 24,02t 25,39¢
Retained earninc 424,36! 434,99¢ 444,444 450,02.
Total stockholders’ equity 571,03t 569,81! 588,56. 599,69¢
Total liabilities and stockholders’ equity $ 1,093,61 $ 1,106,14: $ 1,111,910  $1,090,09.
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(As Restated (As Restated (As Restated
July 2, 200¢ October 1, 200! December 31, 20C (As Restated
(Unaudited) (Unaudited) (Unaudited) March 31, 200¢
Assets
Cash and cash equivalel $ 11,00¢ % 11,92¢ $ 12,147 $ 11,207
Accounts receivable, n 115,14: 131,75 125,63. 116,712
Inventories, ne 52,45« 53,15¢ 53,44¢ 53,92¢
Costs / estimated earnings in excess of billings on
uncompleted contrac 29,77( 24,05: 28,09: 23,80:
Deferred tax assi 10,03: 10,49¢ 11,08¢ 8,97:
Prepaid and other current ass 17,871 19,22¢ 18,48 16,50:
Total current assets 236,28: 250,61: 248,88. 231,12.
Property, plant and equipment, | 36,17: 36,33( 36,117 35,124
Goodwill, net 448,99: 457,36. 468,87: 468,72-
Intangibles:
Customer relationships, n 14,257 19,80 24,33 24,657
Other intangibles, n¢ 32,57: 31,59¢ 31,24( 30,78:
Deferred tax ass: 18,38: 18,64: 17,71¢ 19,90¢
Other asset 4,72¢ 4,54¢ 4,48( 5,091
Total assets $ 791,38 % 818,89 $ 831,64, $ 815,41.
Liabilities
Accounts payabl $ 32,647 $ 38,30: $ 39,487 $ 44,94
Accrued compensation and bene 13,83: 11,38: 12,65( 13,95¢
Deferred revenu 22,40 21,93: 21,47: 22,21
Billings in excess of costs / estimated earnings on
uncompleted contrac 10,82 11,47: 11,60« 8,64¢
Current maturities of lor-term debt 981 57¢€ 71€ 1,04¢
Income taxe: 11,76: 13,33: 12,60( 9,511
Other liabilities 40,47 44,01¢ 44,93: 31,13¢
Total current liabilities 132,91¢ 141,01: 143,46: 131,45!
Long-term debt 150,90: 149,30t 141,30 122,67:
Other liabilities 9,107 8,62¢ 8,14: 8,29
Total liabilities 292,92¢ 298,94 292,90¢ 262,42:
Stockholders’ equity
Preferred Stoc -- -- -- --
Common Stocl 24 24 24 25
Additional paic-in capital 384,59¢ 394,21¢ 405,61t 418,14:
Treasury stocl (296,79) (296,80 (296,81)) (296,82
Accumulated other comprehensive inca 12,94¢ 13,73¢ 11,13t 13,03¢
Retained earning 397,68 408,77: 418,76¢ 418,61
Total stockholders’ equity 498,45¢ 519,94¢ 538,73: 552,99
Total liabilities and stockholders’ equity $ 791,38 % 818,89 $ 831,64 $ 815,41.
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Restatement Impact on the Quarterly (Unaudited) Corolidated Balance Sheets

The following tables reconcile the Company’s QudytdJnaudited) Consolidated Balance Sheets froenpiteviously reported results to the
restated results for the periods ended Septemban®@0une 30 of 2006 and December 31, October Juwpd® of 2005. See Note 3 for
reference to the reconciliation from the previouslyorted results to the restated results for éreog ended March 31, 2006. All dollar
amounts are in thousands.

September 30, 2006 (Unauditec
As Previously

Reported Adjustment As Restatel
Assets
Cash and cash equivalel $ 15,75¢ $ - $ 15,75¢
Accounts receivable, n 185,33: -- 185,33:
Inventories, ne 71,87 -- 71,87:
Costs / estimated earnings in excess of billingameompleted contrac 56,55¢ -- 56,55
Deferred tax asst 9,48¢ - 9,48¢
Prepaid and other current ass 27,60¢ -- 27,60¢
Total current assets 366,61t - 366,61t
Property, plant and equipment, | 41,59 -- 41,59¢
Goodwill, net 586,27: - 586,27:
Intangibles:
Customer relationships, n 53,99¢ -- 53,99¢
Other intangibles, n¢ 34,79¢ -- 34,79¢
Deferred tax ass: 2,654 15,87: 18,52¢
Other asset 4,34: -- 4,34:
Total assets $ 1,090,27! $ 15,87 $1,106,14
Liabilities
Accounts payabl $ 87,121 $ - $ 87,12%
Accrued compensation and bene 20,65¢ -- 20,65¢
Deferred revenu 51,12( -- 51,12(
Billings in excess of costs / estimated earningsimcompleted contrac 20,571 -- 20,57:
Current maturities of lor-term debt 60¢ -- 60¢
Income taxe: 8,71¢ 3,09¢ 11,81¢
Other liabilities 64,78( - 64,78(
Total current liabilities 253,58: 3,09¢ 256,68
Long-term debi 251,94! -- 251,94!
Other liabilities 27,70¢ - 27,70¢
Total liabilities 533,23: 3,09¢ 536,33:
Stockholders’ equity
Preferred Stoc -- - --
Common Stocl 25 - 25
Additional paic-in capital 373,04! 57,01¢ 430,06
Treasury stocl (314,41) -- (314,41)
Accumulated other comprehensive inca 17,74¢ 1,39¢ 19,14
Retained earning 480,63 (45,63¢) 434,99¢
Total stockholders’ equity 557,04 12,77: 569,81!
Total liabilities and stockholders’ equity $ 1,090,27 $ 15,87: $1,106,14
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June 30, 2006 (Unaudited)

As Previously

Reported Adjustment As Restatel
Assets
Cash and cash equivalel $ 14,36( $ - $  14,36(
Accounts receivable, n 172,31! -- 172,31!
Inventories, ne 68,24 - 68,241
Costs / estimated earnings in excess of billingarmmompleted contrac 55,40( -- 55,40(
Deferred tax asst 8,87 - 8,87:
Prepaid and other current ass 28,66: -- 28,66
Total current assets 347,85! - 347,85:
Property, plant and equipment, | 39,02¢ -- 39,02¢
Goodwill, net 593,18t - 593,18t
Intangibles:
Customer relationships, n 54,03¢ -- 54,03¢
Other intangibles, n¢ 35,47: -- 35,47
Deferred tax asst 3,18¢ 15,87¢ 19,06¢
Other asset 4,96¢ - 4,96¢
Total assets $ 1,077,73 $ 15,87¢ $ 1,093,61
Liabilities
Accounts payabl $ 73,75¢ $ - $  73,75!
Accrued compensation and bene 25,64+ -- 25,64«
Deferred revenu 53,36¢ - 53,36¢
Billings in excess of costs / estimated earningsimcompleted contrac 15,48: -- 15,48:
Current maturities of lor-term debt 704 - 704
Income taxe: 6,30(C 3,581 9,881
Other liabilities 68,34« -- 68,34«
Total current liabilities 243,59: 3,581 247,18
Long-term debi 243,88t -- 243,88t
Other liabilities 31,50¢ -- 31,50¢
Total liabilities 518,98t 3,581 522,57!
Stockholders’ equity
Preferred Stoc -- - --
Common Stocl 25 -- 25
Additional paic-in capital 367,61¢ 56,52¢ 424,14:
Treasury stocl (296,829 -- (296,82)
Accumulated other comprehensive inca 19,32¢ -- 19,32¢
Retained earning 468,59¢ (44,239 424,36!
Total stockholders equity 558,74" 12,28¢ 571,03t
Total liabilities and stockholders’ equity $ 1,077,73 $ 15,87¢ $ 1,093,61
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December 31, 2005 (Unaudited)

As Previously

Reported Adjustment As Restate(
Assets
Cash and cash equivalel $ 12,14 $ - $ 12,14
Accounts receivable, n 125,63: -- 125,63:
Inventories, ne 53,44¢ -- 53,44¢
Costs / estimated earnings in excess of billingarmmompleted contrac 28,09: -- 28,09:
Deferred tax asst 11,08¢ -- 11,08«
Prepaid and other current ass 18,48 -- 18,48
Total current assets 248,88 -- 248,88
Property, plant and equipment, | 36,115 -- 36,115
Goodwill, net 468,87: -- 468,87:
Intangibles:
Customer relationships, n 24,33 - 24,33:
Other intangibles, n¢ 31,24( -- 31,24(
Deferred tax asst 3,97¢ 13,74( 17,71¢
Other asset 4,48( - 4,48(
Total assets $ 817,90 $  13,74( $ 831,64
Liabilities
Accounts payabl $ 39,48’ $ - $ 39,481
Accrued compensation and bene 12,65( -- 12,65(
Deferred revenu 21,47 -- 21,47:
Billings in excess of costs / estimated earningsimcompleted contrac 11,60¢ -- 11,60«
Current maturities of lor-term debt 71€ -- 71€
Income taxe: 9,01z 3,581 12,60(
Other liabilities 44,93 -- 44,93
Total current liabilities 139,87¢ 3,581 143,46:
Long-term debi 141,30« - 141,30«
Other liabilities 8,142 -- 8,142
Total liabilities 289,32: 3,581 292,90¢
Stockholders’ equity
Preferred Stoc -- -- --
Common Stocl 24 -- 24
Additional paic-in capital 355,98: 49,63 405,61¢
Treasury stocl (296,81) -- (296,81)
Accumulated other comprehensive inca 11,13¢ - 11,13¢
Retained earning 458,25 (39,489 418,76¢
Total stockholders’ equity 528,58 10,15 538,73:
Total liabilities and stockholders’ equity $ 817,90: $  13,74( $ 831,64
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October 1, 2005 (Unaudited)

As Previously

Reported Adjustment As Restatel
Assets
Cash and cash equivalel $ 11,92¢ $ - $ 11,92t
Accounts receivable, n 131,75 -- 131,75
Inventories, ne 53,15¢ - 53,15«
Costs / estimated earnings in excess of billingarmmompleted contrac 24,05: -- 24,05:
Deferred tax asst 10,49¢ - 10,49¢
Prepaid and other current ass 19,22¢ -- 19,22¢
Total current assets 250,61: - 250,61:
Property, plant and equipment, | 36,33( -- 36,33(
Goodwill, net 457,36. - 457,36.
Intangibles:
Customer relationships, n 19,801 -- 19,80
Other intangibles, n¢ 31,59¢ -- 31,59¢
Deferred tax asst 4,561 14,08: 18,64:
Other asset 4,54¢ - 4,54¢
Total assets $ 804,81t $ 14,08: $ 818,89
Liabilities
Accounts payabl $ 38,30 $ - $ 38,30
Accrued compensation and bene 11,38: -- 11,38:
Deferred revenu 21,93 - 21,93:
Billings in excess of costs / estimated earningsimcompleted contrac 11,47 -- 11,47:
Current maturities of lor-term debt 57€ - 57€
Income taxe: 9,74 3,581 13,33:
Other liabilities 44,01¢ -- 44,01¢
Total current liabilities 137,42 3,581 141,01:
Long-term debi 149,30¢ -- 149,30¢
Other liabilities 8,62¢ -- 8,62¢
Total liabilities 295,36 3,581 298,94
Stockholders’ equity
Preferred Stoc -- - --
Common Stocl 24 -- 24
Additional paic-in capital 345,71 48,50¢ 394,21¢
Treasury stocl (296,80 -- (296,80
Accumulated other comprehensive inca 13,73¢ -- 13,73¢
Retained earning 446,78t (38,017) 408,77:
Total stockholders equity 509,45! 10,49« 519,94¢
Total liabilities and stockholders’ equity $ 804,81t $ 14,08: $ 818,89
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July 2, 2005 (Unaudited)
As Previously

Reported Adjustment As Restate(
Assets
Cash and cash equivalel $ 11,00¢ $ - $ 11,00¢
Accounts receivable, n 115,14: -- 115,14:
Inventories, ne 52,45+ -- 52,45¢
Costs / estimated earnings in excess of billingameompleted contrac 29,77( -- 29,77(
Deferred tax asst 10,03! - 10,03:
Prepaid and other current ass 17,87 -- 17,871
Total current assets 236,28 - 236,28:
Property, plant and equipment, | 36,17: -- 36,17
Goodwill, net 448,99: - 448,99:
Intangibles:
Customer relationships, n 14,25 -- 14,257
Other intangibles, n¢ 32,57: -- 32,57:
Deferred tax ass: 3,98¢ 14,39¢ 18,38:
Other asset 4,72¢ -- 4,72¢
Total assets $ 776,98¢ $ 14,39¢ $ 791,38t
Liabilities
Accounts payabl $ 32,641 $ - $ 32,64°
Accrued compensation and bene 13,83: -- 13,83t
Deferred revenu 22,401 -- 22,40:
Billings in excess of costs / estimated earningsimcompleted contrac 10,821 -- 10,82:
Current maturities of lor-term debt 981 - 981
Income taxe: 8,17¢ 3,581 11,76
Other liabilities 40,47 - 40,47
Total current liabilities 129,33: 3,581 132,91¢
Long-term debi 150,90: -- 150,90:
Other liabilities 9,107 - 9,107
Total liabilities 289,34 3,581 292,92¢
Stockholders’ equity
Preferred Stoc -- - --
Common Stocl 24 - 24
Additional paic-in capital 336,45 48,14 384,59¢
Treasury stocl (296,79) -- (296,79)
Accumulated other comprehensive inca 12,94¢ -- 12,94¢
Retained earning 435,01 (37,330 397,68
Total stockholders’ equity 487,64 10,81: 498,45¢
Total liabilities and stockholders’ equity $ 776,98¢ $ 14,39¢ $ 791,38t

Note 20: Subsequent Events

As discussed in Note 3, the Audit Commitee@ngoing review includes an evaluation of the afl@nd possible claims or other reme
actions against current and former Company perdanime may be found to have had responsibility tieritified problems during the Revi
Period. Accordingly, the Audit Committee has bedaraddress and is addressing and expects to centmaddress issues of individ
conduct or responsibility, including those of theaBd, CEOs and CFOs serving during the Review Behlioconnection therewith, based
the findings of the Audit Committee as to Fred @u¥g, the Compang’former CEO who resigned on May 20, 2007, the AGdmmitte
concluded and recommended to the Board, and thedBdetermined, that Mr. Young could have been teateid due to Cause

Termination (as defined in his agreement dated May2004) at the time Mr. Young resigned as a threand officer of the Company
May 20, 2007. In light of that determination and thrms of the agreements with Mr. Young, all @riding stock options held by Mr. You
(1,455,402 shares) terminated as of the date oEkignation.

This event occurred during the first quarter otBl2008 and the Company has determined that itldhxe considered a first quarter of Fi
2008 event for accounting purposes. This event kalle the following impacts on the Companyonsolidated financial statements
related notes for Fiscal 2008: (1) decrease the p2owis outstanding stock options by 1,455,402, (2) inemalt impact on the Dilute
earnings per common share computation, (3) a deereaour deferred tax assets of $4,637 with tifieetifng entry of $3,899 to Additior
paic-in capital and (4) additional tax expense impaapgroximately $73¢



The Audit Committee may recommend additional remletiieasures that appropriately address the issigedrby its findings. Such poten
remedial measures may include possible claimsteraemedial actions against current and former @2om personnel who may be founs
have been responsible for identified problems dytive Review Period.
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Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.

None.

Item 9A. CONTROLS AND PROCEDURES.

Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and phaes (as defined in Rules 13a-15(e) and 15@) under the Securities Exchange A
1934, as amended (the “Exchange Actfjjat are designed to ensure that required infoonais recorded, processed, summarized
reported within the required timeframe, as spedifiethe rules set forth by the SEC. Our disclosumetrols and procedures are also desi
to ensure that information required to be disclosedccumulated and communicated to managememading the CEO and CFO, to alli
timely decisions regarding required disclosures.

As a result of the findings of the Audit Committee, more fully described in the “Explanatory Notgthin this Form 10-K, the Comparg/’
management, including the CEO and CFO, have detednihat there was a material weakness in the Coyigpaisclosure controls a
procedures as of March 31, 2007, as more fullyrilesd below in “Management’s Report on Internal @olhover Financial Reporting”.

Managemens Report on Internal Control over Financial Repuoyti

Management is responsible for establishing and taiaimg adequate internal control over financighaming, as such term is defined
Exchange Act Rules 13a-15(f) and 186f). Internal control over financial reporting asprocess designed to provide reasonable ass!
regarding the reliability of financial reporting cathe preparation of financial statements for exdepurposes in accordance with gene
accepted accounting principles.

Internal control over financial reporting cannobyide absolute assurance of achieving financiabmépy objectives because of its inhel
limitations. Internal control over financial repiolg is a process that involves human diligence emupliance and is subject to lapse
judgment and breakdowns resulting from human faedutnternal control over financial reporting atsm be circumvented by collusion
improper management override. Because of suchdiiits, there is a risk that material misstatemerdg not be prevented or detected
timely basis by internal control over financial ogfing. However, these inherent limitations are Wwnofeatures of the financial reporti
process. Therefore, it is possible to design iheodrocess safeguards to reduce, though not eliepitias risk.

Management conducted an assessment of the effieetiveof the Company'internal control over financial reporting as oéudh 31, 200
based on the framework establishednirernal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatafrihe
Treadway Commission (“COSO”A material weakness is a control deficiency, or boration of control deficiencies, that results irona
than a remote likelihood that a material misstatenoéthe annual or interim financial statementh mot be prevented or detected.

Based on the conclusions of the Board, relateché¢ofindings of the Audit Committee’s review of t®mpanys historical stock optic
practices, a material weakness existed in intevoatrols over financial reporting relating to thatgntial for management override of contt
The potential for management override of contraisted due to the employment of a certain membeh@fCompanys management as
March 31, 2007. Accordingly, management has detexththis control deficiency constituted a matesiabkness as of March 31, 2007.

Attestation Report of the Registered Public AccovnEirm
Company managementassessment of the effectiveness of its intemmatral over financial reporting as of March 31, Z(fas been audit
by BDO Seidman, LLP, the Company’s independentteged public accounting firm, as stated in itorephich appears below.

Remediation of Material Weakness

As of March 31, 2007, based on the conclusionshefBoard, related to the findings of the Audit Coitbee’s review of the Company’
historical stock option practices, a material wesssexisted due to the potential for managementideeof controls. The material weakn

no longer exists as of the date of this filing sinbe referenced member of the Companyianagement is no longer employed by

Company. Management has and will continue to adbpecommendations from the Board and Audit Corteritelated to this matter.
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Changes in Internal Control Over Financial Repartin

In connection with the preparation of its amended@rly Reports on Form 1QfA for the quarters ended July 1, 2006 and Septe3@
2006 and its Quarterly Report on Form QOfor the quarter ended December 30, 2006 whicte ikxd with the SEC on July 23, 2007,
evaluation was performed, under the supervisionvaittd the participation of Company management,udioig the CEO and the CFO, of
effectiveness of the design and operation of them@my’s disclosure controls and procedures (asé@fin Rules 13a-15(e) and 158¢e’
under the Exchange Act) as of July 1, 2006, Septerdd, 2006 and December 30, 2006. Based on thvadeations, management, includ
the CEO and the CFO, concluded that, as of JURDQE, September 30, 2006 and December 30, 200&dhmpany had a material weakr
in internal control over financial reporting witbgpect to the Comparsystock option grant practices and related accogritr stock optio
grants and that, as a result of this material wes&iin internal control over financial reporting, disclosure controls and procedures wer:
effective as of July 1, 2006, September 30, 20@6ecember 30, 2006.

During the fourth quarter of Fiscal 2007, managenmas made significant revisions to the Comparigternal control structure surround
the Companys stock option grant practices, including the fdinagion of documentation with respect to approjgriapprovals for sto
option grants and additional levels of review withspect to stock option grant terms, which managerbelieves should facilitate t
prevention and/or detection of material errorsutufe periods.

There have been no other significant changes irCitmapanys internal controls or in other factors which cosignificantly affect interni
controls subsequent to the date the Company’s neamaigt carried out its evaluation.
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Report of Independent Registered Public Accountingrirm on
Internal Control over Financial Reporting

Board of Directors
Black Box Corporation
Lawrence, Pennsylvania

We have audited management’s assessment, inclodbd accompanying ManagemenReport on Internal Control over Financial Repay,
that Black Box Corporation did not maintain effgetiinternal control over financial reporting asMérch 31, 2007, because of the effec
the material weakness identified in managemensesmnent, based on criteria established in Int€oatrolintegrated Framework issued
the Committee of Sponsoring Organizations of thea@livay Commission (the COSO criteria). The Commamanagement is responsible
maintaining effective internal control over finaalcreporting and for its assessment of the effectdss of internal control over finan
reporting. Our responsibility is to express an apinon management’s assessment and an opinioneoeftbctiveness of the Company’
internal control over financial reporting basedoam audit.

We conducted our audit in accordance with the stedglof the Public Company Accounting Oversightid&@nited States). Those stand:
require that we plan and perform the audit to sbtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal contngdr financial reporting, evaluati
managemen$ assessment, testing and evaluating the designopaihting effectiveness of internal control, areffgrming such othi
procedures as we considered necessary in the dtanoes. We believe that our audit provides a redse basis for our opinion.

A companys internal control over financial reporting is aopess designed to provide reasonable assurancediregahe reliability o
financial reporting and the preparation of finahctatements for external purposes in accordandb génerally accepted account
principles. A company internal control over financial reporting inclsdénose policies and procedures that (1) pertathéamaintenance
records that, in reasonable detail, accurately fairty reflect the transactions and dispositionstioé assets of the company; (2) pro
reasonable assurance that transactions are recasdadcessary to permit preparation of financiestents in accordance with genei
accepted accounting principles, and that receiptsexpenditures of the company are being made ionccordance with authorizations
management and directors of the company; and (Rjige reasonable assurance regarding preventidimety detection of unauthoriz
acquisition, use, or disposition of the companysats that could have a material effect on thenGiizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d@étaisstatements. Also, projections of
evaluation of effectiveness to future periods argiect to the risk that controls may become inadégjbbecause of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

A material weakness is a control deficiency, or boration of control deficiencies, that results ionmthan a remote likelihood that a mate
misstatement of the annual or interim financialtesteents will not be prevented or detected. Theov¥alhg material weakness has b
identified and included in managemen#ssessment: There existed a material weaknésgeinal controls over financial reporting due
certain member of management’'s override of theohsdl stock option grant process prior to 2002isTmember of the Compary’
management remained employed through March 31,,20G¥the Company did not have sufficient safeguarglace to monitor its conti
practices in this area or prevent other opportesifor management override.

This material weakness was considered in detergitiie nature, timing, and extent of audit testsliaggn our audit of the 2007 financ
statements, and this report does not affect owrtefated August 10, 2007, on those financial statgs.

In our opinion, managemestassessment that Black Box Corporation did nohtai effective internal control over financial cgpng as ¢
March 31, 2007, is fairly stated, in all materiaspects, based on the COSO criteria. Also in oini@p because of the effect of the mate
weakness described above on the achievement afbijleetives of the control criteria, Black Box Coration has not maintained effect
internal control over financial reporting as of Mar31, 2007, based on the COSO criteria. We doerptess or take any other form
assurance on managemenstatements referring to any remediation of thderisd weakness that are included in the accompa
Management’s Report on Internal Control Over FimariReporting.

/s/ BDO Seidman, LLP
Chicago, lllinois
August 10, 2007
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Item 9B. OTHER |NFORMATION .

None.
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PART 1lI

Item 10. DRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

Certain of the information required by this itemingorporated herein by reference to the infornmaset forth under Part | of this Ann
Report on Form 10-K under the caption “Businesghe®Information” in Iltem 1 and under the capti@x&cutive Officers of the Registrant.”

The other information required by this item is imporated herein by reference to the informatiorfah under the caption®hnual Meetin
Matters,” “Board of Directors and Certain Board Quoittees” and “Litigation Involving Directors and ffers” in the Proxy Statement, whi
is filed as Exhibit 99.1 hereto.

ltem 11. ExecutivE COMPENSATION.

The information required by this item is incorp@aterein by reference to the information undercdggtions “Compensation of Directors”
and “Executive Compensation and Other Informatiorthe Proxy Statement.

ltem 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS.

The information required by this item is incorp@atherein by reference to the information set fartider the captionsEquity Plai
Compensation Information,” “Security Ownership oér@in Beneficial Owners” and “Security OwnershipManagement’in the Prox
Statement.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR |NDEPENDENCE.

The information required by this item is incorp@atherein by reference to the information set fantlder the captionsAhnual Meetin
Matters” and “Board of Directors and Certain Bo@ammittees” in the Proxy Statement.

I[tem 14. FRINCIPAL ACCOUNTANT FEES AND SERVICES.

The information required by this item is incorp@dtherein by reference to the information set fortder the captionlfidependent Publ
Accountants” in the Proxy Statement.
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PART IV

Item 15. ExHIBITS AND FINANCIAL STATEMENT SCHEDULES.

Financial statements, financial statement schedardsexhibits not listed below have been omitte@énstthe required information is incluc
in the consolidated financial statements or ndtesetto, or is not applicable or required.

(@) Documents filed as part of this rep

(1) Financial Statemen— no financial statements have been filed in this dairReport on Form -K other than those in Item

(2) Financial Statement Schedi

Schedule I— Valuation and Qualifying Accoun

(3) Exhibits

Exhibit

Number  Description

2.1 Agreement and Plan of Merger, dated as of Dece2®eP004, by and among the Company, SF Acquisifionand Norstan, In
@

2.2 Tender and Voting Agreement, dated as of Decembe?@4, by and among the Company, SF Acquisitiona®d Norstan, Ind1)

2.3 Stock Option Agreement, dated as of December 204,20y and among the Company, SF Acquisition Cd.Marstan, Inc(

2.4 Interest Purchase Agreement by and between Platitqunty, LLC and the Company dated as of April 2006()

2.5 Amendment to the Interest Purchase Agreement bybatwdeen Platinum Equity, LLC and the Company daedf April 30, 200
©)

3(i) Second Restated Certificate of Incorporation ofGeenpany, as amend*)

3(ii) Amended and Restated -laws of the Company, as amend®)

10.1 Second Amended and Restated Credit Agreement, degedf January 24, 2005, by and among Black Boxp@ation o
Pennsylvania and SF Acquisition Co., as Borrowtts,Company, the Guarantors parties thereto, timelérs parties thereto &
Citizens Bank of Pennsylvan(®)

10.2 Guaranty and Suretyship Agreement, dated as ofadar24, 2005, by and among the Company, the Leral@isCitizens Bank
Pennsylvanid?

10.3 Guaranty and Suretyship Agreement, dated as ofajgi24, 2005, by and among the Guarantors, the drsrahd Citizens Bank
Pennsylvanid{?

10.4 First Amendment to the Second Amended and ResGitedit Agreement, dated as of February 17, 2005rsyamong Black Bc
Corporation of Pennsylvania and Norstan, Inc., asr@vers, the Company, the Guarantors parties tihetbe Lenders parti
thereto and Citizens Bank of Pennsylve(®)

10.5 Second Amendment to the Second Amended and Refatelit Agreement dated as of March 28, 2006 byamdng Black Bo
Corporation of Pennsylvania and Norstan Inc., asdeers, the Company, the Guarantors parties thetted Lenders parties ther
and Citizens Bank of Pennsylvai®

10.6 Waiver Letter dated February 28, 2007 by and anilagk Box Corporation of Pennsylvania and Norstan,, as Borrowers, tl
Company, the Guarantors parties thereto, the Lerulaties thereto and Citizens Bank of Pennsylv®)

10.7 Waiver Letter dated May 28, 2007 by and among BIBok Corporation of Pennsylvania and Norstan, las.,Borrowers, tt

Company, the Guarantors parties thereto, the Lenuhaties thereto and Citizens Bank of Pennsylu®)
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Exhibit

Number  Description

10.8 Waiver Letter dated June 11, 2007 by and amongkBBax Corporation of Pennsylvania and Norstan,,las. Borrowers, tt
Company, the Guarantors parties thereto, the Lernuhaties thereto and Citizens Bank of Pennsylu®)

10.9 Waiver Letter dated July 25, 2007 by and among IBIBox Corporation of Pennsylvania and Norstan, ,l@s. Borrowers, tt
Company, the Guarantors parties thereto, the Lerulaties thereto and Citizens Bank of Pennsylv(4)

10.10 Agreement between the Company and Fred C. Y(®)

10.11  Agreement between the Company and Roger E. M. (10

10.12  Agreement between the Company and Francis W. Werhes (10)

10.13  Agreement between the Company and Michael McAn11)

10.14  Agreement between the Company and R. Terry Blake (11)

10.15 1992 Stock Option Plan, as amended through Auguzd®6(12)

10.16 1992 Director Stock Option Plan, as amended thraduggust 8, 200¢13)

10.17 Form of Black Box Corporation No@ualified Stock Option Agreement (pursuant to tB82. Director Stock Option Plan; form
agreement in effect prior to August 10, 20(10)

10.18 Form of Black Box Corporation NoQualified Stock Option Agreement (pursuant to t882. Director Stock Option Plan; form
agreement in effect as of August 10, 20(10)

10.19 Form of Black Box Corporation No@ualified Stock Option Agreement (pursuant to tB82. Director Stock Option Plan; form
agreement in effect as of October 31, 2((12)

10.20 Form of Black Box Corporation N-Qualified Stock Option Agreement (pursuant to tB82.Stock Option Plar(10)

10.21  Form of Black Box Corporation No@ualified Stock Option Agreement (pursuant to tB82LStock Option Plan; form of agreernr
in effect as of October 31, 200(12)

10.22  Description of Executive Officer Incentive BonusPlfor Fiscal 2001(12)

10.23  Description of Executive Officer Incentive Bonuafor Fiscal 20019

10.24  Summary of Director Compensati(14)

21.1 Subsidiaries of the Registre®)

23.1 Consent of Independent Registered Accounting 114

31.1 Certification of the Chief Executive Officer pursudo Rule 13&t4(a) of the Securities and Exchange Act of 1984raended, ai
Section 302 of the Sarbai-Oxley Act of 200z(14)

31.2 Certification of the Chief Financial Officer pursuao Rule 13ak4(a) of the Securities and Exchange Act of 1934raended, ai
Section 302 of the Sarbar-Oxley Act of 200z(14)

32.1 Certification of the Chief Executive Officer and i€hFinancial Officer pursuant to Rule 124({b) of the Securities and Excha
Act of 1934, as amended, and 18 U.S.C. Section 3% opted pursuant to Section 906 of the Sar-Oxley Act of 2002(14)

99.1 Definitive Proxy Statement for the 2007 Annual Megtof Stockholder{14

(M Filed as an exhibit to the Current Report on F8ri of the Company, file number IB7086, filed with the SEC on December 23, 2
and incorporated herein by referen

(@ Filed as Exhibit 2.1 to the Current Report onrff@-K of the Company, file numberX8706, filed with the SEC on April 13, 20086,
incorporated herein by refereni
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(©)

Q)

®)

(6)

O]

®)

©)

(10)

(11

(12)

13)

(14)

Filed as an exhibit to the Current Report on F8rAK of the Company, file number 18706, filed with the SEC on May 4, 2006,
incorporated herein by referen:

Filed as Exhibit 3(i) to the Quarterly Report learm 10-Q of the Company, file numberl8706, filed with the SEC on November
2000, and incorporated herein by referei

Filed as an exhibit to the Annual Report on FAi®K of the Company, file number18706, filed with the SEC on June 14, 2004,
incorporated herein by referen:

Filed as Exhibit (b)(2) to Amendment No. 4 to theh&dule TO filed by the Company and SF Acquisittm on January 26, 2005, ¢
incorporated herein by referen:

Filed as an exhibit to the Quarterly Report omnkd 0-Q of the Company, file humberl@706, filed with the SEC on February
2005, and incorporated herein by referei

Filed as Exhibit 10.1 to the Current Report omnF8-K of the Company, file numberX8706, filed with the SEC on February 23, 2!
and incorporated herein by referen

Filed as an exhibit to the Quarterly Report omiFd0-Q of the Company, file numberl8706, filed with the SEC on July 23, 2007,
incorporated herein by referen:

Filed as an exhibit to the Quarterly Report omnrd.0-Q of the Company, file numberl@706, filed with the SEC on November
2004, and incorporated herein by referei

Filed as an exhibit to the Current Report on F8rik of the Company, file number 18706, filed with the SEC on May 22, 2007,
incorporated herein by referen:

Filed as an exhibit to the Quarterly Report omnrd 0-Q of the Company, file numberl@706, filed with the SEC on November
2005, and incorporated herein by referei

Filed as Exhibit 10.1 to the Quarterly ReportFrm 10-Q of the Company, file numberl8706, filed with the SEC on Novembe
2006, and incorporated herein by referei

Filed herewith

(b) The Company hereby files as exhibits to the wadrReport on Form 18-the exhibits set forth in Item 15 (a)(3) heredfigh are nc
incorporated by reference.

(c) The Company hereby files as a financial statéraehedule to this Annual Report on FormKL8he financial statement schedule whic
set forth in Item 15 (a)(2) hereof.
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.
BLACK BOX CORPORATION
Dated: August 13, 2007

/s/ Michael McAndrew

Michael McAndrew, Vice President, Chie
Financial Officer, Treasurer, Secretary and
Principal Accounting Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

Signatures Capacity Date
/s/ WILLIAM F. ANDREWS Director August 13, 2007
William F. Andrews
/s/ RICHARD L. CROUCH Director August 13, 2007
Richard L. Crouct
/sl THOMAS W. GOLONSKI Director August 13, 2007

Thomas W. Golonsk

/sl THOMAS G. GREIG

Thomas G. Grei

/sl EDWARD A. NICHOLSON

Edward A. Nicholsor

/sl TERRY BLAKEMORE

Terry Blakemore

/s/ MICHAEL MCANDREW

Michael McAndrew
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Director and Chairman
of the Board

Director

Interim President and
Chief Executive Officer

Vice President,
Chief Financial Officer,
Secretary, Treasurer and
Principal Accounting Office

August 13, 2007

August 13, 2007
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August 13, 2007
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SCHEDULE II

BLACK BOX CORPORATION

Valuation and Qualifying Accounts

(Dollars in thousands)

Balance at Additions Additions Reductions Balance
Beginning of Charged tc from from at End of
Description Period Expenses Acquisitions Reserves Period
Year Ended March 31, 2007
Inventory reserve $ 14,28] $  3,03¢ $ 12,73t $ (7,299 22,76
Allowance for doubtful accounts/sales retu 9,517 8,71( 5,42: (9,39%) 14,25
Restructuring reser 10,69¢ -- 27,03« (18,309 19,42¢
Year Ended March 31, 200¢
Inventory reserve $  12,54¢ $ 4,13¢ $ 43 $ (2,439 14,28°
Allowance for doubtful accounts/sales retu 7,34z 9,18 49 (7,05€) 9,517
Restructuring reser 16,59¢ 5,29( 364 (11,559 10,69¢
Year Ended March 31, 2005
Inventory reserve $ 4,84( $ 2,10¢ $ 9,33t $ (3,739 12,54¢
Allowance for doubtful accounts/sales retu 10,42¢ 7,097 1,04z (11,227 7,342
Restructuring resen 593 3,01¢ 14,76 (1,775 16,59¢
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Exhibit
Number
2.1
2.2

2.3
2.4

2.5

3(7)

3(ii)

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

EXHIBIT INDEX

Description

Agreement and Plan of Merger, dated as of Dece2e2004, by and among the Company, SF Acquisffionand Norstan,
Inc. @

Tender and Voting Agreement, dated as of Decembe?@4, by and among the Company, SF Acquisitiona@d Norstan,
Inc. ™

Stock Option Agreement, dated as of December 204,20y and among the Company, SF Acquisition Cd.Maorstan, Inc®
Interest Purchase Agreement by and between Platifquity, LLC and the Company dated as of April 2006®

Amendment to the Interest Purchase Agreement byatvdeen Platinum Equity, LLC and the Company datedf April 30,
2006®

Second Restated Certificate of Incorporation ofGoenpany, as amend®
Amended and Restated -laws of the Company, as amen®

Second Amended and Restated Credit Agreement, datefilJanuary 24, 2005, by and among Black Boy@ation of
Pennsylvania and SF Acquisition Co., as Borrowtaiss Company, the Guarantors parties thereto, theénrs parties thereto ¢
Citizens Bank of Pennsylvan®

Guaranty and Suretyship Agreement, dated as ofalpi24, 2005, by and among the Company, the Leradat<Citizens Bank
of Pennsylvanii{”)

Guaranty and Suretyship Agreement, dated as ofadpra4, 2005, by and among the Guarantors, thedrsrahd Citizens Bar
of Pennsylvanii{”

First Amendment to the Second Amended and ResEGredit Agreement, dated as of February 17, 200%rulyamong Black
Box Corporation of Pennsylvania and Norstan, las.Borrowers, the Company, the Guarantors pahargto, the Lenders
parties thereto and Citizens Bank of Pennsylv®

Second Amendment to the Second Amended and Reflatelit Agreement dated as of March 28, 2006 byaandng Black
Box Corporation of Pennsylvania and Norstan Ing€ Barrowers, the Company, the Guarantors partietb, the Lenders
parties thereto and Citizens Bank of Pennsylv®

Waiver Letter dated February 28, 2007 by and anilagk Box Corporation of Pennsylvania and Norstan,, as Borrowers,
the Company, the Guarantors parties thereto, thelérs parties thereto and Citizens Bank of Penagjd®

Waiver Letter dated May 28, 2007 by and among BBk Corporation of Pennsylvania and Norstan, las.Borrowers, the
Company, the Guarantors parties thereto, the Lernuhaties thereto and Citizens Bank of Pennsylv®

Waiver Letter dated June 11, 2007 by and amongkBax Corporation of Pennsylvania and Norstan,,las.Borrowers, the
Company, the Guarantors parties thereto, the Lerulaties thereto and Citizens Bank of Pennsylv®
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10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

21.1

23.1

311

31.2

32.1

99.1

Waiver Letter dated July 25, 2007 by and among IBBax Corporation of Pennsylvania and Norstan,,las.Borrowers, the
Company, the Guarantors parties thereto, the Lemufaties thereto and Citizens Bank of Pennsylv4

Agreement between the Company and Fred C. Y®)

Agreement between the Company and Roger E. M. (@9
Agreement between the Company and Francis W. Werkez
Agreement between the Company and Michael McAn(*Y
Agreement between the Company and R. Terry Blake
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Exhibit 10.¢

July 25, 2007

Michael McAndrew

Black Box Corporation of Pennsylvania
Norstan, Inc

1000 Park Drive

Lawrence, PA 15055

Re: SECOND AMENDED AND RESTATED CREDIT AGREEMENT dategs of January 24, 2005, as amended by
Amendment to the Second Amended and Restated Grgdiement dated as of February 17, 2005 and Sesprehdment t
the Second Amended and Restated Credit Agreeméed @a of March 28, 2006, as the same may be @ bagn furthe
amended from time to time (the " Credit Agreemé&ntentered into by and among BLACK BOX CORPORATION
PENNSYLVANIA, a Delaware corporation (* BBCPA, and NORSTAN, INC., a Minnesota corporation _(‘bidtan” —
BBCPA and Norstan are sometimes individually refdrto therein as a “ Borrowérand collectively as the “ Borrower9,
BLACK BOX CORPORATION, a Delaware corporation (thd?arent”), the guarantors parties thereto from time to
(together with the Parent, the “ Guarant®ysthe Lenders parties thereto from time to time an@lZENS BANK OF
PENNSYLVANIA, a banking association organized aniseng under the laws of the Commonwealth of Pglhvasia, a
administrative agent for the Lenders parties thedeu (in such capacity, together with the succassosuch capacity, the “

Agent”)
Dear Mr. McAndrew:

Reference is made to the Credit Agreementm$en this letter agreement that are not definethis letter agreement shall have
meanings given to those terms in the Credit Agregmmless the circumstances clearly require otlserw

You have advised that the Borrowers may ndivele the audited consolidated statements of ingonssh flows and changes
stockholders’equity of the Parent and its consolidated Subggflidior the fiscal year of the Parent and its cbdated Subsidiaries end
March 31, 2007 and the associated Compliance @aittfwithin 120 days of the end of such fiscalryaa required by Sections 6.01(a), 6.01
(c) and 6.01(d) of the Credit Agreement. In additigou have advised that the Parent has not fieedmnual Report on Form 1Q-for its
fiscal year ended March 31, 2007 (the “Form 10-Kih the Securities and Exchange Commission omalyi basis, as is required un
Section 6.07(a) of the Credit Agreement. Accordmgihe Borrowers have advised the Lenders thatrfiateDefaults and Events of Defa
may have occurred and may occur, as described aldtheregard to Section 6.01(a), (c) and (d) ardt®n 6.07(a) of the Credit Agreem
(collectively, the “Specified Defaults”). The Spked Defaults are among the subjects of a lettee@gent dated June 11, 2007.

The Borrowers have requested the Lenders feewthe Specified Defaults until the earlier to wcof (i) the first date on which t
Borrowers shall have filed the Form kOwith the Securities and Exchange Commission dradl $iave delivered to the Lenders such ar
financial statements and related documentationi@ugust 31, 2007. Subject to the terms




and conditions of this letter agreement, the Regultenders agree that the Specified Defaults areblgewaived until, and only until, t
earlier to occur of (i) the first date on which tBerrowers shall have filed the Form KOwith the Securities and Exchange Commissior
shall have delivered to the Lenders such annuahtiial statements and related documentation andygust 31, 2007 (the period ending
such earlier date being herein referred to as\Waiver Period”.)

The Borrowers represent and warrant that: (i) suibfe the third sentence of this paragraph, althef representations and warrar
contained in the Credit Agreement, the Notes andther Loan Documents are true and correct, madfe on the date hereof, (ii) after giv
effect to the terms of this letter agreement, neriEwf Default or Potential Default exists on asdathe date hereof and the Borrowers a
compliance with all of the terms of the Credit Agmeent, the Notes and the other Loan Documents(iénthe Borrowers are authorized
execute and deliver this letter agreement. The eéentlave been advised by the Parent that, as k oéshe Parent ongoing review of i
stock option practices, the Parent is restatinfpigsorical financial statements to record add#iomon€ash compensation expense relate
stock option grants and to make other related auists. Accordingly, the Lenders have been advisedhe Parent that the financ
statements, certificates, documents and otherrirdtion previously delivered to the Lenders were amiurate and complete in all mate
respects with respect to these potential adjusgndiite Lenders and the Agent specifically resetiveghts they may have with respec!
such matters, including without limitation rightsder Article V of the Credit Agreement notwithstamgithe fact that Revolving Credit Lo
have been made subsequent to February 28, 2003utnseéquent to June 11, 2007 and may continue todoke after the date of this le
agreement;_provided however, that during the Designated Period (dmeld below), the Lenders and the Agent will noilize suct
inaccuracy or incompleteness to declare an Eveiliedéult. As used herein, the term “Desighated deErineans the period ending on
earlier to occur of (i) the end of the Waiver Pdrnd (ii) the date on which the Lenders becomer@wainformation with respect to st
matters which information is, in the judgment o tAgent or the Required Lenders, when viewed tagethth the information provided
the Lenders by the Parent on or before July 247 2@@&terially more adverse to the Parent thanrtfeernation provided to the Lenders by
Parent on or before July 24, 2007.

Except as specifically waived hereby for thaiVér Period (or, in the case of the inaccuracy mmmmpleteness referred to in
immediately preceding paragraph, the Designatem@ereach of the Credit Agreement and the Loanubwents shall remain in full force
effect and the Borrowers ratify and affirm eachef Credit Agreement and the Loan Documents iregpective entirety. The waiver set f
in this letter agreement shall apply only to thee@fied Defaults (or, in the case of declarationaaf Event of Default arising out of 1
inaccuracy or incompleteness referred to in the édliately preceding paragraph, only to such inaayucs incompleteness) and only for
Waiver Period or the Designated Period, as the mwasebe, and no other, further or broader waivail &fe implied. Neither the execution ¢
delivery of this waiver and of the prior letter agments dated February 28, 2007, May 28, 2007 Jand 11, 2007, respectively, nor
making of Revolving Loans prior to or after the el&ereof notwithstanding the matters referred tthemimmediately preceding paragr.
shall be construed to establish a course of cormtuatply that any other, future or further waivetsall be considered, provided or agreed to.

Nothing contained in this letter agreementldf®mconstrued to impair any rights or remediethef Agent or the Lenders or their succes
and assigns under the Credit Agreement or anyebther Loan Documents or to affect or impair a@gits or powers that the Agent or
Lenders may have under the Credit Agreement ootiner Loan Documents, whether for the recovenhefihdebtedness of the Borrower
the Lenders in case of ndaHillment of the terms, provisions and covenactsitained in this letter agreement or the ternghitsi, powers ar
covenants of the Credit Agreement and the othenl@acuments not specifically waived
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by this letter agreement for the Waiver Periodher Designated Period, as the case may be. Allsiigiiwers and remedies of the Agent
the Lenders under any other agreement now or attiargy hereafter in force between the Agent, thedees and the Borrowers shall
cumulative and not alternative and shall be in taldito all rights, powers and remedies given ®Algent and the Lenders by law.

If the foregoing accurately sets forth our ersdanding with respect to the matters containedimmeplease accept this letter agreemei
signing where indicated below. This letter agreensiall not be enforceable against the Lendersshadl not act as a waiver of any of
terms of the Credit Agreement until such time dsai been accepted by the Borrowers, the Guaraartdrthe Required Lenders.

Very truly yours,
CITIZENS BANK OF PENNSYLVANIA

By: /s/ Debra L. McAllonis
Title: Senior Vice Presiden

SIGNATURES CONTINUED ON THE NEXT PAGE
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Agreed to and accepted
on the date first above writte

Borrowers:

BLACK BOX CORPORATION OF PENNSYLVANI/

By: /s/ Michael McAndrew
Title: Vice President, Secretary & Treasu

NORSTAN, INC.

By: /s/ Michael McAndrew
Title: vice President, CFO, Secretary & Treast

GUARANTORS:

BLACK BOX CORPORATION and each of the
DOMESTIC SUBSIDIARIES which are Guarantc

By: /s/ Michael McAndrew
Title: Secretary

SIGNATURES CONTINUED ON THE NEXT PAGE
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Agreed to and accepted as of the date first abaitew
LENDERS:
WACHOVIA BANK, NATIONAL ASSOCIATION

By: /s/ Patrick J. Kaufmann

Printed name: Patrick J. Kaufmann
Title: Senior Vice Presidel

BANK OF AMERICA, N.A., successor by merger to
Fleet National Banl

By: /s/ Kenneth A. Woor

Printed name: Kenneth A. Wood
Title: Senior Vice Presidel

NATIONAL CITY BANK OF PENNSYLVANIA

By: /s/ Brian V. Ciaverelli
Printed name: Brian V. Ciaverella
Title: Senior Vice Presidel

US BANK

By: /s/ David J. Dannemille

Printed name: David J. Dannemiller
Title: Vice Presiden

KEYBANK NATIONAL ASSOCIATION

By: /s/ David A. Wild

Printed name: David A. Wild
Title: Vice Presiden

SIGNATURES CONTINUED ON THE NEXT PAGE
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MELLON BANK, N.A.

By: /s/ Daniel J. Lenckos

Printed name: Daniel J. Lenckos
Title: First Vice Presider

FIFTH THIRD BANK

By: /s/ Jim Janovsk

Printed name: Jim Janovsky
Title: Vice Presiden

COMERICA BANK

By: /s/ Erica M. Krzeminsk

Printed name: Erica M. Krzeminski
Title: Assistant Vice Preside

PEOPLFE'S UNITED BANK

By: /s/ George F. Pai

Printed name: George F. Paik
Title: Vice Presiden

PNC BANK, NATIONAL ASSOCIATION

By: /s/ Thomas A. Majest

Printed name: Thomas A. Majeski
Title: Vice Presiden







Exhibit 10.2¢

SUMMARY OF DIRECTOR COMPENSATION

Directors who are not employees of Black Baxforation (the “Company”) receive directofses of $7,500 per annum, paid quarts
and an additional fee of $2,000 for each meetinthefBoard of Directors attended in person and(Lfor each meeting of the Boarc
Directors attended via telephone. The ChairmarnefBoard also receives an annual fee of $60,004, pearterly. Nonemployee directo
also may receive grants of stock options or stqukreciation rights under the 1992 Director Stocki@pPlan, as amended (thBitector
Plan™). During Fiscal 2007, non-employee directere each granted an option to purchase 7,000 sbathe Compang common stoc
par value $.001 per share (the “Common Stoakliger the Director Plan at an exercise price of&B@er share, the fair market value of
Common Stock on the date of grant of the options.

Members of the Audit Committee of the BoardDafectors receive a fee of $1,500 for each meedihthe Audit Committee attended
person or by telephone. The Chairman of the Audin@ittee also receives an annual fee of $6,000, gaarterly.

Members of the Compensation Committee of tbar8 of Directors, Governance Committee of the BaarDirectors and Nominatil
Committee of the Board of Directors receive a fe$19000 for each meeting of such committee attdndeerson or by telephone.

In addition, the Company maintains directansd officers’liability insurance. Directors also are reimbursagtomary expenses
attending meetings of the board of directors, beaardmittees and stockholders.






Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N8s/&54, 33-75252, 33-92656, 333-
01978, 333-34839, 333-34837, 333-81521, 333-81523,64410, 333-64412, 333-100294, 333-100295, 3&HA0, 333-116551, 333-
125839, 333-125840, and 333-129838) and the Rati@trStatements on Form S-4 (Nos. 333-77343, 33%2 and 333-64656) of our
report dated August 10, 2007 relating to the cadated financial statements, financial statemehedale, and the effectiveness of the
Company’s internal control over financial reportioigBlack Box Corporation included in this Annuagjport on Form 10-K for the fiscal year
ended March 31, 2007. Our report on the effectigsmd internal control over financial reporting esgses an adverse opinion on the
effectiveness of the Company’s internal controlrdirancial reporting as of March 31, 2007.

/s/ BDO Seidman, LLP

Chicago, lllinois
August 10, 2007






Exhibit 31.1

CERTIFICATION

I, Terry Blakemore, certify that:

1.
2.

I have reviewed this Annual Report on Forn-K of Black Box Corporation

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure conteold procedures (as defin

in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hav

a. Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b.  Designed such internal control over finah@aorting, or caused such internal control oveariicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

C. Evaluated the effectiveness of the registsattisclosure controls and procedures and presentbis report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in grgastrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

a.  All significant deficiencies and materialak@esses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, thatalwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: August 13, 2007

/sl Terry Blakemore

Terry Blakemore
Chief Executive Officer






Exhibit 31.

CERTIFICATION

I, Michael McAndrew, certify that:

1.
2.

I have reviewed this Annual Report on Forn-K of Black Box Corporation

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure conteold procedures (as defin

in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hav

a. Designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b.  Designed such internal control over finah@aorting, or caused such internal control oveariicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

C. Evaluated the effectiveness of the registsattisclosure controls and procedures and presentbis report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in grgastrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

a.  All significant deficiencies and materialak@esses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, thatalwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: August 13, 2007

/s/ Michael McAndrew

Michael McAndrew
Chief Financial Officer






Exhibit 32.1
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Black Bogr@oration (the “Company”) on Form 10-K for the jperended March 31, 2007 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), each of the undersignféiders of the Company, pursuant to
18 U.S.C. 81350, as adopted pursuant to §906 dddnleanes-Oxley Act of 2002, certifies that tokmewledge:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitirshange Act of 1934; and

(2) The information contained in the Repoitlygpresents, in all material respects, the finahcondition and results of operations of the
Company.

/sl Terry Blakemore

Terry Blakemore
Chief Executive Officer
August 13, 2007

/s/ Michael McAndrew

Michael McAndrew
Chief Financial Officer
August 13, 2007

This certification is made solely for purposes 8flLS.C. Section 1350, subject to the knowledgedsted contained therein, and not for any
other purpose.
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Exhibit 99.1
BLACK BOX CORPORATION
1000 Park Drive
Lawrence, Pennsylvania 15055

Notice of Annual Meeting of Stockholders
to be held on October 4, 2007

To the Stockholders of
Black Box Corporation:

The Annual Meeting of Stockholders (the “Annual Meg") of Black Box Corporation (the “Companyill
be held at the offices of Buchanan Ingersoll & RopPC, One Oxford Centre, 301 Grant Street, 2Qtbri
Pittsburgh, Pennsylvania 15219 on Thursday, Octdéb2007, at 12:30 p.m. Eastern Daylight Time,dosider an
act upon the following matters:

1. The election of five (5) members of the Board ofdators; anc

2. Ratification of the appointment of BDO Seidman, La®the independent registered public accounting
of the Company for the fiscal year ending MarchZ108.

Stockholders also will be asked to consider sudieromatters as may properly come before the Al
Meeting. The Board of Directors has establisheddbse of business on Monday, August 13, 2007 aséhbor:
date for the determination of the stockholderstleatito notice of and to vote at the Annual Meeting

IT IS REQUESTED, WHETHER OR NOT YOU PLAN TO ATTEND THE ANNUAL MEETING,
THAT YOU COMPLETE, DATE AND SIGN THE ENCLOSED PROXY CARD AND RETURN IT IN THE
ENCLOSED ENVELOPE.

BY ORDER OF THE BOARD OF DIRECTORS

Michael McAndrew, Secretary
August 13, 200°
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BLACK BOX CORPORATION
1000 Park Drive
Lawrence, Pennsylvania 15055

PROXY STATEMENT FOR ANNUAL MEETING
OF STOCKHOLDERS

October 4, 2007

This proxy statement is being furnished to the bddf common stock, par value $.001 per shaterfimor
Stock”), of Black Box Corporation, a Delaware cagamn (the “Company”)in connection with the solicitation
our Board of Directors (“Board of Directors” or “Buod”) of proxies to be voted at the Annual Meeting
Stockholders (the “Annual Meeting”)scheduled to be held on Thursday, October 4, 20@i
12:30 p.m. Eastern Daylight Time, at the officeBathanan Ingersoll & Rooney PC, One Oxford Cer&fd, Grar
Street, 20th Floor, Pittsburgh, Pennsylvania 152t&t any adjournment thereof. This proxy statenaaa form o
proxy were first mailed to stockholders on or abAugust 17, 2007. A copy of our Annual Report onrrd. 0K
(2007 Form 10-K") for the fiscal year ended Ma@h, 2007 (“Fiscal 2007")s being furnished with this pro
statement.

Only holders of Common Stock of record as of tleselof business on Monday, August 13, 2007 ardeshtt
notice of and to vote at the Annual Meeting anday adjournment thereof. On that date, 17,527,h2aves ¢
Common Stock, each entitled to one vote per shaee outstanding.

All shares of Common Stock represented by valikigoreceived by the Secretary of the Company poidhe
Annual Meeting will be voted as specified in thenfioof proxy. If no specification is made, the sksanell be votet
FOR each of the nominees named below for electiodi@ctor and FOR ratification of the appointmehBDO
Seidman, LLP as our independent registered puldeounting firm for the fiscal year ending March 2008
Unless otherwise indicated by the stockholder, ghexy card also confers discretionary authoritytbe Board-
appointed proxies to vote the shares representadebproxy on any matter that is properly preserfitedaction a
the Annual Meeting of which management had no kedgé prior to the mailing of this proxy statemefy
stockholder giving a proxy has the power to revibla any time prior to its exercise by deliverittgthe Secreta
of the Company a written revocation or a duly exediproxy bearing a later date (although no revonathall b
effective until actual notice thereof has been gitethe Secretary of the Company) or by attenttiegmeeting ar
voting his or her shares in person.

Under our Second Restated Certificate of Incorpmmaas amended (“Certificate of Incorporatiommnender
and Restated By-laws (“By-laws”) and applicabletestiaw, abstentions and broker nestes (which arise fro
proxies delivered by brokers and others, whererédiserd holder has not received direction on voand does ni
have discretionary authority to vote on one or nmagdters) are each included in the determinatioh@fumber ¢
shares present for purposes of determining a quottitihe Annual Meeting, directors will be electiegl a plurality
vote and all other matters will be decided by tHferaative vote of a majority of the votes cast. sdntions an
broker nonvotes are not votes cast and will not be incluglechilculating the number of votes necessary foraml
of the matter.

Our Board of Directors unanimously recommends a va FOR each of the nominees named below -
election as director and FOR ratification of the apointment of BDO Seidman, LLP as our independer
registered public accounting firm for the fiscal yar ending March 31, 2008
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ANNUAL MEETING MATTERS

Proposal 1 — Election of Directors

Our By4aws provide that the number of directors constitubur entire Board shall be nine (9), or suchet
number as shall be fixed by the stockholders colnyBoard. At present, our Board has fixed the nemab director
at five (5) members. All directors are independenter the listing standards of The Nasdaq Stockk#
(“Nasdaq”).

All of our directors stand for election each ygaur Board has nominated five (5) persons for edectd the
position of director at the Annual Meeting. Therefofive (5) directors are to be elected at the wairMeeting ti
hold office for a term of one (1) year and untiéithrespective successors are elected and qualfidgect to th
right of our stockholders to remove any directopassided in our Bylaws. Stockholders may fill any vacancy in
office of a director. In the absence of a stockholdbte, a vacancy in the office of a director nhayfilled by th
remaining directors then in office, even if lesartta quorum, or by the sole remaining director. Aimgctor electe
by our Board to fill a vacancy will serve until his her successor is elected and qualified or tnigilor her earli¢
death, resignation or removal. If our Board incesathe number of directors, it may fill any vacasoycreated.

The holders of Common Stock have one vote for edcre owned as of the record date in the electf
directors. The five (5) nominees receiving the tgsanumber of affirmative votes will be electeddactors fo
terms expiring in 2008.

The persons named as proxies on the enclosed parklywere selected by our Board and have advise
Board that, unless authority is withheld, they mit¢o vote the shares represented by them at tiniariVeeting
FOR the election of the following nominees to owaBl of Directors: William F. Andrews, Richard Lrddch
Thomas W. Golonski, Thomas G. Greig and Edward &hbdlson, Ph.D. All of the nominees presently seas
directors on our Board.

Our Board knows of no reason why any nominee fazator would be unable to serve as director. Ithattime
of the Annual Meeting, any of the named nomineasigble or unwilling to serve as a director, thespas name
as proxies intend to vote for such substitute ag Ileanominated by our Board of Directors.

The following sets forth certain information conui@g nominees for election to our Board of Direstat thi
Annual Meeting:

William F. Andrews, 75, was elected as a director on May 18, 1992 Avidrews currently is Chairman
Corrections Corporation of America (private prispréhairman of Katy Industries, Inc. (diversifiecanufacturin
company) and Chairman of SVP Holdings Limited (®8ingewing machines). He was Chairman of Sc
Fasteners, Inc. and Northwestern Steel and Wira ft696 to 2001. He has been a principal with Kofyl# Co., ¢
private investment company, since 1995. He is asdirector of Corrections Corporation, Katy Indiest
O’Charley’s, Inc. and Trex Company, Inc., all pehjtheld companies.

Richard L. Crouch, 60, was elected as a director on August 10, 2PD4Crouch was a General Partner \
the firm of PricewaterhouseCoopers LLP from 1972Q04, having served as an Audit Partner pringipadisigne
to public companies. He served in various capacfte the firm, including service as a regional@etting, auditin
and Securities and Exchange Commission (“SEC")iseswonsultant. He retired from the firm on Ju/y2Q04.

Thomas W. Golonski, 64, was selected to be a director on Februar20D3 and was elected by !
stockholders on August 12, 2003. Mr. Golonski sdrnegs Chairman, President and Chief Executive Qffixf
National City Bank of Pennsylvania and Executivee/President of National City Corporation from 1986005
He retired from National City in 2005. He is a di@ of several economic development organizatamt active i
other charitable and financial organizations.

Thomas G. Greig 59, was elected as a director on August 10, E@Pappointed as naxecutive Chairme
of the Board in May 2004. Mr. Greig has been a Mamg Director of Liberty Capital Partners, a privatquit
partnership, since 1998. He is also a directorudliply-held Rudolph Technologies, Inc., a numbkprivately-helc
companies and a public, not-for-profit foundation.
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Edward A. Nicholson, Ph.D, 67, was elected as a director on AugQs2004. Dr. Nicholson served
President of Robert Morris University from 1989 #8905 and is presently a Professor of Manageme
Robert Morris. He has served a number of businemségjovernment agencies as a consultant in tles afdong-
range planning, organization design and labor icelat He is also a director of Brentwood Bank, pujpihelc
Shopsmith Inc. and several regional economic, tdtald and cultural organizations.

Our Board of Directors unanimously recommends thatour stockholders vote FOR each of the nomine
for election to our Board.

Proposal 2 — Ratification of the Appointment of Independent Registered Public Accounting Firm

In August 2007, the Audit Committee of our Boarghaipted BDO Seidman, LLP (“BDO’as our independe
registered public accounting firm for the fiscalayeending March 31, 2008. As a sound governancéemaiu
Audit Committee has determined to submit the appmémt to our stockholders for ratification at thena
Meeting.

The affirmative vote of a majority of the votes tcesperson or by proxy at the Annual Meeting iquieed fol
the ratification by our stockholders of such appoient. Unless otherwise directed by our stockhalderoxies wil
be voted FOR the ratification of the appointmenB&fO as our independent registered public accogrftrm for
the fiscal year ending March 31, 2008. In the evleat this appointment is not ratified by the stoakiers, our Aud
Committee will consider this vote in determining ituture appointment of our independent registgatlic
accounting firm. Even if the appointment is ratifieour Audit Committee, in its discretion, may chanthe
appointment at any time during the year if it detimes that such change would be in our and oukbtidders’bes
interests.

A representative of BDO is expected to be presetiteaAnnual Meeting, will not be making a statetleut
will be available to respond to appropriate quesio

Our Board of Directors unanimously recommends thatour stockholders vote FOR approval c
Proposal 2.

BOARD OF DIRECTORS AND CERTAIN BOARD COMMITTEES

Our Board of Directors held seven (7) meetingsrduftiscal 2007. During Fiscal 2007, each directtanale
all meetings of our Board and each committee onclwisiuch director served. Most regular Board mestiaigy
certain committee meetings include an executiveisesttended only by the non-employee membersioBoard.

Stockholders can communicate with our Board onviddial directors by writing to the CompasySecretary ¢
Black Box Corporation, 1000 Park Drive, LawrencenRsylvania 15055. Our Board believes that our al
meetings are also appropriate for stockholder comcations with our Board. Our Board strongly enegas boat
member attendance at all meetings, including anmeatings with stockholders. All current directaasd forme
director Fred C. Young, attended the annual meetirgjockholders held in August 2006.

Our Board of Directors has four (4) standing coneeis: the Audit Committee, the Compensation Conee
the Nominating Committee and the Governance Coramitt

Audit Committee

Our Audit Committee consists of Mr. Richard L. Ccby as chair, Mr. Thomas W. Golonski
Mr. Thomas G. Greig. Each member of this commiteeandependent under Nasdadisting standards for au
committee members.

Our Audit Committee’s duties include:

» sole authority and direct responsibility over thelestion (subject to stockholder ratification ife
committee so elects) of our independent registpuddic accounting firn

« evaluation, retention and replacement of our inddpat registered public accounting fi

« responsibility for determining the compensation attler terms of engagement of such indepel
auditors
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Our Audit Committee has such other duties and mesipdities as are set forth in its written charséglopted b
our Board, a copy of which is posted in the “Abblst’ section of our Web site at http://www.blackbmmm. Thest
other duties and responsibilities include pre-aparof all audit services and permitted naundit services, oversic
of the independent auditors, review of financiataments and SEC filings, review of the lead apditner, revie
of the auditors’independence, discussions with the auditors regardie planning and scope of the a
discussions regarding our internal controls ovaaricial reporting and the establishment of procesidor th
receipt, retention and treatment of complaints mdigg accounting, internal controls and auditingd atie
confidentiality thereof. Our Audit Committee mayor time to time, delegate authority for @pproval of aud
services and permitted non-audit services to iggrch

Our Audit Committee or its chair pre-approved alvsces performed by BDO during Fiscal 2007.

Our Board has determined that all of the membersusf Audit Committee, Messrs. Crouch, Golonski
Greig, qualify as audit committee financial expesishin the meaning of SEC regulations and thay thave th
requisite level of financial sophistication requirender Nasdag’listing standards. Our Board has also detern
that Messrs. Crouch, Golonski and Greig are indépenwithin the meaning of Item 7(d)(3)(iv) of Sduée 14A o
the SEC'’s proxy rules.

Our Audit Committee met thirteen (13) times in Rils2007.

Compensation Committee

Our Compensation Committee consists of Mr. Thomas@Gblonski, as chair, Mr. Richard L. Crouch
Mr. Thomas G. Greig. Each member of this commiitéadependent under Nasdaqg's listing standards.

Our Compensation Committee’s duties include:

 reviewing and recommending to our Board the tavahgensation of our executive office
» administering our stock option pla

Our Compensation Committee operates under a wigtharter adopted by our Board, a copy of whichaistex
in the “About Us” section of our Web site. The coittee’s charter permits it to delegate to subcommitters
powerand authority within the scope of its authorityitdeems appropriate, subject to certain restmstiset fort
therein. Additionally, under our 1992 Stock Opti®an, as amended (the “Employee Plard)y committe
previously had delegated certain authority to omie€ Executive Officer to make stock option gratdsnon-
executive employees. For a description of our cateeis processes and procedures for the consideratid
determination of executive officer compensatiore #ee“Compensation Discussion and Analysiséction of thi
proxy statement.

Our Compensation Committee met five (5) times &cé&l 2007.

Nominating Committee

Our Nominating Committee consists of Edward A. Mislon, Ph.D., as chair, Mr. William F. Andrews
Mr. Thomas G. Greig. Each member of this commiiteéadependent under Nasdaqg's listing standards.

Our Nominating Committee’s duties include:

« identifying and evaluating potential candidates fory Board vacancies, including any individi
recommended by committee members, other Board namimanagement or our current stockholde
identified by thir-party executive search firn

« recommending to our Board individuals to be nomédator election as directors by stockholders a
annual meetin

* recommending to our Board, from time to time, indiials to be elected by it to fill Board vacanc

This committee considers the independence, experieglative to our business and the needs of oard
diversity and the ability to represent our stockleos in evaluating potential nominees. PotentighrBanembel
should show a willingness to fully participate imd&d meetings, a proven track record of careerraptishments
the ability to make sound judgments and possesietship qualities.
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It is our Nominating Committes’policy to consider stockholder proposals for nmwes for election as directc
that are nominated in accordance with our Certifiaz Incorporation and our Bigws, and other applicable lav
including the rules and regulations of the SEC ang stock market on which our stock is listed f@ding or
guotation. Generally, such recommendations made §tpckholder entitled to notice of, and to votetla meetin(
at which such proposed nominee is to be considaredequired to be written and received by the &acy of the
Company within a prescribed time period prior te #nnual or special meeting. See ‘ti&ockholder Nominatior
and Proposals”section of this proxy statement for a descriptibthe procedures to be followed in order to subm
recommendation for a nominee.

Our Nominating Committee operates under a writtearter adopted by our Board, a copy of which iggub@
the “About Us” section of our Web site.

The Nominating Committee met three (3) times irc&li007.

Governance Committee

Our Governance Committee consists of Mr. William Andrews, as chair, Mr. Thomas W. Golonski
Edward A. Nicholson, Ph.D. Each member of this catte® is independent under Nasdaqg's listing staaslar

Our Governance Committee’s duties include:

 responsibility for reviewing, on an ongoing badise corporate governance practices and princ
established and implemented by our Board and mameigg

* monitoring trends and regulatory requirements irpomate governance and recommending to our E
any changes in our corporate governance practicgsfumctions based upon such trends and regu
requirement:

« performing an annual evaluation of the objectivesl performance of the members of our Boar
connection with its review of the compensation gai@oard membet

Director compensation is determined based on tHeatiwe experience and knowledge of the membersup
Governance Committee. The committee has engageali@ide compensation consultant to assist the cttew
with the determination of appropriate non-emplogigector compensation.

Our Governance Committee monitors our corporateegmnce scoring as developed by Institutic
Shareholder Services (“1ISSgn independent service. Our ISS Corporate Goveen@uotient score as of June 2(
indicated that we outperformed 83% of the compaimidke technology hardware and equipment group6&9d of
the companies in the Standard & Poor’s 600 Index.

Our Governance Committee operates under a writiarter adopted by our Board, a copy of which iggub@
the “About Us” section of our Web site.

Our Governance Committee met two (2) times in Fi208a7.

LITIGATION INVOLVING DIRECTORS AND OFFICERS

In November 2006, two stockholder derivative lawsuwiere filed against the Company itself, as a mai
defendant, and several of our current and formicest and directors, including Fred C. Young, RogeM. Croft,
Michael McAndrew, Francis Wertheimber, William Fnérews and Thomas G. Greig, in the United Statetribi
Court for the Western District of Pennsylvania. Th® substantially identical stockholder derivatisemplaints
allege that the individual defendants improperlghatated grants of stock options to several offieerd directors il
violation of our stockholdeapproved stock option plans, improperly recorded accounted for backdated stc
options in violation of generally accepted acconmtprinciples (“GAAP”),improperly took tax deductions based
backdated stock options in violation of the IntéfRavenue Code of 1986, as amended (the “Cogedduced an
disseminated false financial statements and SH@gg$ilto our stockholders and to the market thatraperly
recorded and accounted for the backdated optiomgraoncealed the alleged improper backdatingomksoptions
and obtained substantial benefits from sales of @ammon Stock while in the possession of matenaide
information. The complaints seek damages on betiidlfe Company against certain current and fornfigzess and
directors and allege breach of fiduciary duty, shgnrichment, securities law violations and othaims.
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The two lawsuits have been consolidated into alsimgtion asin re Black Box Corporation Derivatiy
Litigation , Master File No. 2:06-CV-1531-TMHand plaintiffs filed a consolidated amended conmladn
January 29, 2007. The parties have stipulatedréspionses by the defendants, including the Comaraydue on ¢
before September 4, 2007.

POLICIES AND PROCEDURES RELATED TO THE APPROVAL
OF TRANSACTIONS WITH RELATED PERSONS

Our policies and procedures for review, approvatatification of transactions with related persars not
contained in a single policy or procedure; insteatbvant aspects of such program are drawn framws corporat
documents. Most importantly, our Audit Committeeharter provides that it must review and, if appiate,
approve or ratify all transactions between us andralated persons.

Our Standards of Business Conduct require thaifalur and our subsidiariedirectors, officers and employe
refrain from activities that might involve a comfliof interest. Additionally, our Code of Ethicsopides that each «
our and our subsidiarieslirectors, officers and employees must openly amtkhtly handle any actual, apparen
potential conflict between that individuslpersonal and business relationships and ouestterBefore making ar
investment, accepting any position or benefit, ipgrating in any transaction or business arrangeroemtherwise
acting in a manner that creates or appears toeceeabnflict of interest, such person must makalladfsclosure o
all relevant facts and circumstances to, and olitaénprior written approval of, our Chief Financ@fficer or our
General Counsel. Our Chief Financial Officer anad @eneral Counsel make reports to our Audit Conegj
pursuant to the terms of its charter, regarding pl@mce with our Code of Ethics. Further, our Chighancial
Officer makes reports to the Audit Committee widspect to proposed related party transactions fochwthat
committee’s approval would be required.

COMPENSATION OF DIRECTORS

The following table sets forth the compensationwf non-employee directors in Fiscal 2007:
DIRECTOR COMPENSATION - FISCAL 2007

Name®) Fees Earne Option Total
or Paid Awards®®)®) (%)
in Cash $)
(%)
William F. Andrews 9,750 56,561 66,311
Richard L. Crouct 35,250 56,561 91,811
Thomas W. Golonsk 29,250 56,561 85,811
Thomas G. Grei 89,250 56,561 145,811
Edward A. Nicholson, Ph.D 9,750 56,561 66,311

(1) Fred C. Young was a director until his resignattonMay 20, 2007. Mr. Young'compensation for Fist
2007 is reported in tht&Summary Compensation Tableihd other tables in this proxy statement. He
not receive any additional compensation in conoaatiith his service on our Boat

(2) During Fiscal 2007, each of our nemployee directors received a fee of $7,500 peumnrpai
guarterly, and an additional fee of $375 for eadafd meeting attended in person. Our egpeutivi
Chairman of the Board also received an annual f&&®,000, paid quarterly. Audit Committee memt
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received a fee of $1,500 for each meeting of thrarmitee attended in person or by telephone. Ouriit
Committee chair also received an annual fee of(§5,paid quarterly

(3) Our Board and our stockholders have adopted ouf D@@&ctor Stock Option Plan, as amended
“Director Plan”),and have authorized the issuance of stock optindsstock appreciation rights cover
up to 270,000 shares of Common Stock under this (dabject to appropriate adjustments in the ewt
stock splits, stock dividends and similar dilutiggents). Under the Director Plan, our Compens
Committee may grant stock options and stock apatieci rights to our nc-employee directors

(4) Reflects the dollar amount recognized for finan@tdtement reporting purposes for Fiscal 200
accordance with Statement of Financial Accountingn8ards No. 123 (revised 2004), “ShBise!
Payment” (“SFAS 123(R)"and, thus, includes amounts from awards granteshdhprior to Fiscal 200
See Note 14 of the Notes to the Consolidated Finhi8tatements in our 2007 Form 10¢Egardiny
weightedaverage assumptions underlying the valuation akstptions granted in Fiscal 2007 and Nc
of the Notes to Consolidated Financial Statementsur Annual Report on Form 104ér the fiscal yee
ended March 31, 2006 (2006 Form 10-K") regardingightedaverage assumptions underlying
valuation of stock options granted in the fiscahiyended March 31, 2006 (“Fiscal 200aHe fiscal yee
ended March 31, 2005 (“Fiscal 2005") and the fisgaar ended March 31, 2004 (“Fiscal 2004).
September 2006, our namployee directors were each granted an optionutohpse 7,000 shares
Common Stock, under the Director Plan, at an egerprice of $39.41 per share, the fair market vef
the Common Stock on the grant date. The grantfdatealue of these options, computed in accord
with SFAS 123(R), was $129,8€

(5) The following table sets forth the outstanding opsi, both exercisable and unexercisable, held bk
nor-employee director as of March 31, 20

Name Outstanding
Options
(#)

William F. Andrews 59,00:
Richard L. Crouct 20,00(
Thomas W. Golonsk 31,00(
Thomas G. Grei 46,00:
Edward A. Nicholson, Ph.D 20,00(

Changes to Director Compensation

On May 21, 2007, upon recommendation of the GoveraaCommittee, our Board elected to increas:
compensation that nogmployee directors receive with respect to attecelaat Board and Board commit
meetings (other than the Audit Committee). Follogvthe increase, such directors will receive a fe82000 fo
each Board meeting attended in person, $1,000dch 8oard meeting attended by telephone and $Xd@08aci
Board committee meeting attended in person or Bplwne (other than the Audit Committee). Our Goaect
Committee has engaged an outside compensation ltamsto assist the committee with the determimatad
appropriate non-employee director compensation.
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EXECUTIVE COMPENSATION AND OTHER INFORMATION
COMPENSATION DISCUSSION AND ANALYSIS

Role of Our Compensation Committee and Our Compengeon Philosophy

Our Compensation Committee evaluates and recommendsir Board our compensation philosophy
practices and is charged with administering our pemsation program for our named executive officered C
Young, our former Chief Executive Officer; R. TeByakemore, our interim President and Chief Exemu®fficer
Michael McAndrew, our Vice President, Chief FinaldDfficer, Treasurer and Secretary; Roger E. MofCioul
Senior Vice President and Francis W. Wertheimber, $enior Vice President. Our Compensation Coma
believes that the total executive compensation ggekpaid to our named executive officers shoulddmgned t
pay-for-performance by facilitating the achievemefitour short- and longange goals, recognizing individi
executive performance and contributions and pramydticreased value creation for our stockholders.

Obijectives of Our Compensation Program

In line with our philosophy, our Compensation Corted has developed the following objectives for
compensation program which are to:

« hire, train, develop, compensate and retain higllityuexecutives for our succe
 provide incentives for executives to align theiatgowith those of our stockholders in the formigédél ant
at-risk, variable compensatic

Our compensation program rewards our named execatficers and other key employees for:

 outstanding contributions to the achievement ofgnals and overall success, particularly growthrninua
profits and cash flov
 successful completion of acquisitions of targetehganies and their integration into the Comp

Components of Our Executive Compensation Program

* base salar
» annual cash bont
* long-term incentive compensation in the form of stockans

In designing our compensation program, our Compgems&ommittee, in line with our pay-fqgrerformanc
philosophy, has historically placed emphasis ugenis, variable compensation in the form of annuedrcbonus¢
and/orgrants of stock options. In the case of stock ogticstock options were granted under the Employae
which was amended in the fiscal years ended Mat¢hi 395 through 2006 pursuant to stockholder vimtéscreas
the number of shares available for the grant ofboptthereunder. At our annual meeting of stockéadn Augus
2006, the proposed amendment to the Employee Blmtiease the number of shares available for Euavas nc
approved by our stockholders. As a result, in FigE®7, our Compensation Committee did not havefiacgnt
number of shares available to grant stock optian®ur named executive officers and other key engdeyil
accordance with historical practices.

Our Compensation Committee has been and is cwreetévaluating the nature and structure of
compensation program and the relative mix of cash equity incentives to be awarded to our nameagike
officers and other key employees. Our Compensdaiiommittee continues to believe, however, that séoma of
equity compensation will continue to be an imparizart of our executive compensation program.

Overview of Annual Setting of Executive Compensatio

Under our current process, our Chief Executive ceffimeets with our Compensation Committee and n
recommendations to the committee regarding eadmezle of compensation to be paid to our named ek
officers (other than our Chief Executive Officendaother key employees, which recommendations asedupo
the individual’s performance in the prior fiscalkye the individuak experience, the requirements of the pos
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and the individuab relative ability to impact our overall successr @Gompensation Committee considers our C

Executive Officer's recommendations and furthersudee committee membersbllective knowledge of indust

and market pay practices of similadituated executives as well as our overall compgamsghilosophy ir

connection with approving each component of comgiéms paid to our hamed executive officers and rokey

employees. Our Compensation Committee then subisitecommendations to our Board for review ancdreyq.

In the case of our Chief Executive Officer, our Quemsation Committee reviews the Chief Executiveiddifs

performance in the prior fiscal year, experience iampact on our overall success, and uses the ctieemmembers’
collective knowledge of industry and market paycticges regarding chief executive officer compemsatind make

recommendations regarding each element of his cosapien to our Board for review, discussion andrapgl.

Our Compensation Committee believes that the antmrapensation paid to our named executive offieeid
other key employees has been competitive with plaéd to other similarlsituated executives in the industry.
mentioned above, our Compensation Committee has bed is currently engaged in a eealuation of ou
compensation program and has hired an outside awapien consultant to assist the committee with
development of a more formal, competitive compeaasgbrogram for our named executive officers arfieptkey
employees for the fiscal year ending March 31, 20B&cal 2008”) and beyond.

Summary of Fiscal 2007 Executive Compensation Progm Decisions

The following is a summary of the compensation sieais, described in more detail below with respeaur
named executive officers, that were made with reispe Fiscal 2007: (i) for each named executivaceff (other
than Messrs. Blakemore and Croft, for the reasdesudsed below), our Board approved their respedbiase
salaries, (ii) for Mr. Wertheimber, our Board, bdsen the recommendation of our Compensation Core&
approved the payment of a discretionary bonus diOFI00 and (iii) for Mr. McAndrew, our Compensat
Committee approved the grant to him of a bonuséform of cash or stock options as selected by him

Base Salary

Our Compensation Committee and our Chief ExecuiWiécer together annually review the base salaok
each of our named executive officers (other thanGhief Executive Officer) and, in the case of Qlnief Executive
Officer, the committee conducts its own reviewliive with our pay-forperformance philosophy, base salaries
typically set below market, with more emphasis pthcipon performandeased compensation in the form of ¢
bonuses and stock options. Each year, our Compensabmmittee may recommend to our Board to keege
salary levels the same or to increase or decrémse based upon whether they are competitive irnthestry, the
executive’s performance and/or on whether an ekexstcontributions to us have been significant duthmgyyear
In Fiscal 2007, the base salaries of Messrs. YoWertheimber and McAndrew were increased, in lightheir
respective performance and greater job resport@bilias a result of our growth, to $600,000, $280,@&nd
$250,000, respectively. At the time our Compensatmmmittee and our Board reviewed and approved#se
salaries of our named executive officers, Mr. Blakee was not an executive officer and, thus, MunNg
determined his base salary for Fiscal 2007 (althabg committee was aware of Mr. Blakemerbase salary lev
as determined by Mr. Young). Mr. Croft and the Camyp had previously agreed upon his salary in lighhis
reduced role in the management of the Company thedefore, there was no reason to review his sdtarfFiscal
2007.

For information regarding the Fiscal 2007 baserisdaof our named executive officers, see ‘tiBImmary
Compensation Tableih this proxy statement.

Bonuses

In years prior to Fiscal 2007, our Compensation @dittee and our Board had approved annual cash t
plans, generally in which bonus payments were nifatthe performance goals were achieved. If thedtrgvere no
achieved, the committee generally did not recommitad our Board approve the payment of a bonusedent
years, some of the goals of the annual cash bolans,pamong others, were achievement of earningshe
accounts receivable levels as measured by days @atistanding (“DSOs”) and operating income targets

Our Compensation Committee, in light of its on-gpme-evaluation of the compensation program, determ
not to adopt an annual cash bonus plan applicalert named executive officers in Fiscal 2007t (Hid do so for
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Fiscal 2008 as described below). Instead, a FB@AY bonus arrangement for Mr. Blakemore was restkety ou
Board and authorized by our Chief Executive Offigefebruary 2006 and, in the case of our nametigive
officers at that time, our Compensation Committe#erdmined to review Fiscal 2007 performance and
potentially to approve discretionary bonuses baseperformance.

The Fiscal 2007 bonus arrangement for Mr. Blakenpyoided that if revenues generated from mergel
acquisition activities met or exceeded $100 milliba would be entitled to receive a target bonusl@0,000. Suc
target was exceeded and he was paid a $100,00@ boder this arrangement.

Additionally, in May 2007, our Compensation Commmdtt and our Board approved the payment
$100,000 discretionary bonus to Mr. Wertheimbereldasn operating margin and DSOs performance obtistnes
unit under his management in Fiscal 2007. No dbloeiuses were determined to be paid.

Long-Term Compensation — Stock Options

In determining the number of stock options to grémtour named executive officers, our Compens
Committee takes into consideration individual perfance, the individuad’ contribution to our financi
performance for the fiscal year and the sharedablaifor granting under the Employee Plan, with timderstandir
that the BlackScholes value of the options granted has remaiaiglg £onsistent from year to year. In Fiscal 2(
based upon individual performance, our Compensadiommittee and our Board had approved stock optieard:
to Messrs. Young, Wertheimber and McAndrew.

As described above, given the limited availabibfyshares under the Employee Plan to grant opticards ir
Fiscal 2007, our Compensation Committee determinegtant only one award to our named executivecef§. It
connection with his exceptional performance in shiecessful closing of the acquisition of NextiraQheC (the
“NXO Acquisition”), Mr. McAndrew was offered the choice of a discresipncash bonus of $100,000 or a grai
a stock option to purchase 10,000 shares of Confatock with an exercise price equal to the fair reaitkalue o
the Common Stock on the grant date. Mr. McAndreasehan option award, which award vests ratably avaree-
year period and is subject to the terms and camditof the Employee Plan and the form of stockomptigreeme
adopted by our Compensation Committee. In additMn,Blakemore was awarded a stock option to puse
10,000 shares of Common Stock for his leading nol¢he NXO Acquisition. Since Mr. Blakemore was ran
executive officer at the time of the grant of saglard, his grant was determined by Mr. Young.

For more information regarding the Employee Plad tre Fiscal 2007 stock option awards to Mr. Mc/Aaw
and Mr. Blakemore, see tliBummary Compensation Tablelhd the'Grants of Plan-Based Awards Tabléf this
proxy statement.

Historical Equity Grant Practices and New Grant Poicy

In November 2006, we received a letter of inforimgliry from the Enforcement Division of the SECaténg
to our stock option practices from January 1, 18®7the present. As a result, our Audit Committeéhwhe
assistance of outside legal counsel, commenceddmpéndent review of our historical stock optioargmractice
and related accounting for stock option grantsrduthe period from 1992 to the present (the “Reviresiod”). Our
Audit Committee concluded, among other things, fbata majority of grants issued by us there wakegino o
inadequate documentation of approval actions thédfies the requisites for establishing a measargrdate und:
GAAP, that relatively few option grants were apmdin complete compliance with our stock optiomplahat th
delegation of authority by our Compensation Comeeitio our Chief Executive Officer to approve grantsank an
file employees was not fully documented, that, évesal cases, the use of grant dates and lowecisgeprices
together with other available evidence, suppofiading that these dates and exercise prices waleeted with th
benefit of hindsight and that our internal contralth respect to stock option grants were inadegjulst light o
these conclusions, we have restated our histoficahcial statements as set forth in our 2007 Fb@aK, outr
Quarterly Report on Form 10-f9r the fiscal quarter ended December 30, 2006camcamended Quarterly Repc
on Form 10-Q/Afor the fiscal quarters ended September 30, 20@6Jaty 1, 2006. Such filings contain deta
information about the restatement, its underlyimgumnstances and related matters.

Our Audit Committee expects to recommend to ourrBoand/or its appropriate committees procec
enhancements that appropriately address the isgisesl by the committee’s findings. While our Au@ommittee
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has not completed its consideration of all suclpssteorocedural enhancements may include recommene
regarding improved stock option administration agres and controls, training and monitoring coarle wit
those procedures, corporate recordkeeping, cosporigk assessment, evaluation of the internal ciamq
environment and other remedial steps that may h@moppate. Any such procedural enhancements wi
recommended by our Audit Committee to our Board@rappropriate Board committee for adoption. In adeani
action by our Audit Committee, we have implemengetdlitional procedures to our process for approatagh
option grants that are focused on formalized doauat®n of appropriate approvals and determinatbrgran
terms to employees and directors. Such proceduras have been implemented, as well as any prock
enhancements and remedial measures that will betediowill apply to our existing stock option plans

In light of the findings of our Audit Committe’review, William F. Andrews, Thomas W. Golonskid
Thomas G. Greig, three of our current directors atso served during portions of the Review Period &ho hol
options as to which the measurement date was adjustconnection with our restatement, agreed \atiy to
reprice those outstanding options with a recordeiaise price less than the fair market value af@ammon Stoc
on the accounting measurement date as determinedirofudit Committee so that the exercise pricedmes th
fair market value of our Common Stock on such anting measurement date. In addition, Michael Mc/g
who became our Chief Financial Officer in Decemb@02, also agreed voluntarily to reprice the onoopgrante:
to him after he became Chief Financial Officer watlhecorded exercise price less than the fair naskieie of ou
Common Stock on the accounting measurement datketasmined by our Audit Committee so that the exge
price matches the fair market value of our CommimtiSon such accounting measurement date.

Our Audit Committees ongoing review includes an evaluation of the mifleand possible claims or otl
remedial actions against our current and formesgrarel who may be found to have had responsibditydentifiec
problems during the Review Period. Accordingly, durdit Committee has begun to address and is asidigesin:
expects to continue to address issues of individoaduct or responsibility, including those of dward, Chie
Executive Officers and Chief Financial Officers\deg during the Review Period. In connection thetkwbased o
the findings of our Audit Committee as to Fred Guvig, our former Chief Executive Officer who resgnor
May 20, 2007, our Audit Committee concluded anconemended to our Board, and our Board determinead
Mr. Young could have been terminated due to Caasd €érmination (as defined in his agreement datexy ML
2004) at the time Mr. Young resigned as a direattdt as an officer of the Company on May 20, 2067ight of
that determination and the terms of the agreemeititsMr. Young, all outstanding stock options héllMr. Younc
terminated as of the date of his resignation.

Our Audit Committee may recommend additional rerakuatieasures that appropriately address the isgig=s
by its findings. Such potential remedial measuray include possible claims or other remedial agtiagainst ot
current and former personnel who may be found te Heeen responsible for identified problems duthmg Reviev
Period.

Description of Compensation Practices and Policigsr Fiscal 2008

In connection with Mr. Blakemore assuming the exi@eupositions of interim President and Chief Exec
Officer, our Compensation Committee approved thergnt to him of a bonus in the amount of $75,000.

Since the amendment to the Employee Plan was rpbwegd by our stockholders at our annual meetir
stockholders held in August 2006, our Compensaiommittee determined to place greater emphasis tip
variable cash component of the compensation proghariviay 2007, our Compensation Committee approa
executive incentive bonus plan for Fiscal 2008 undgich a bonus pool will be created based on teplooperatin
earnings per share. Payout of the bonus pool wilbdised upon DSOs at fiscal year end with, onaiveshd, 75% ¢
the pool payable upon the achievement of approxin®0% of the DSOs target and, on the high en@%d.payou
of the pool upon the achievement of 100% of the B&@get. Additionally, payments may be made atikeretior
of our Board. Messrs. Blakemore, Wertheimber and\Mirew are participants in this plan as well aseotke)
employees. The bonus pool, if paid out, will bersbaequally by each participant in the plan andigipants mus
be employed with us on the payment date to belemtid such bonus.
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Change-in-Control Arrangements

We entered into an agreement with Mr. Young in N28@4, with Messrs. Croft and Wertheimber in Nover
2004 and with Messrs. McAndrew and Blakemore in Ma97. Mr. Young resigned from his position as Ghiel
Executive Officer and as a director on May 20, 2007

The agreements with Messrs. Croft, Wertheimber, Rir&w and Blakemore generally provide for cel
benefits to these named executive officers in thene that their respective employment is terminatégthin
two (2) years of a change of control either byu§)for a reason other than cause, death, disabilitgtirement ¢
(i) the named executive officer’s resignation flmod reason.

Our Compensation Committee and our Board approlveset agreements and the change-in-coptmlision:
in the Employee Plan to reduce the distractionngigg the impact of such a transaction on the peaissituation ¢
a named executive officer and to incent them to aiamwith us through the consummation o
change-in-control transaction, if any.

Report of the Compensation Committee

The Compensation Committee reviewed and discussttd management the Compensation Discussior
Analysis set forth in this proxy statement. Basedtbe foregoing review and discussions, the Comgten
Committee recommended to our Board that the CongpiemsDiscussion and Analysis be included in thisxy
statement.

The information contained in this report does rwistitute soliciting material and should not berded filed o
incorporated by reference into any other Compaltiggfiunder the Securities Act of 1933, as amendedthe
Securities Exchange Act of 1934, as amended, excefite extent the Company specifically incorpasaiteby
reference into such filing.

Compensation Committee:

Thomas W. Golonski, Chairman
Richard L. Crouch
Thomas G. Greig
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SUMMARY COMPENSATION TABLE — FISCAL 2007

The following table sets forth cash compensatidd pg us and our subsidiaries, as well as otherpsasation
paid or accrued during Fiscal 2007, to (i) our gipal executive officer during Fiscal 2007, FredY@ung, (ii) R.
Terry Blakemore, who was appointed our interim Rliergt and Chief Executive Officer on May 21, 200#dwing
Mr. Young’s resignation, (iii) our principal finarad officer, Michael McAndrew, (iv) Francis W. Wéeimber, an
executive officer at the end of Fiscal 2007 whoereed total compensation (determined in accordavitie SEC
rules) in Fiscal 2007 that exceeded $100,000 ap&dger E. M. Croft, who was an executive officeridg Fiscal
2007 but was not serving as an executive officepfathe last day of Fiscal 2007 (each, a “Named chtee
Officer”). Such compensation was paid for serviegwlered in all capacities to us and our subsesari

Name and Principal Positio Year Salary Bonus Option Non-Equity Change ir All Other Total
$) (%) Awards®) Incentive Pensior Compensatic %)
($) Plan Value anc ($)
Compensatic | Nonqualified
($) Deferred
Compensatio
Earnings
$)
Fred C. Young 2007 481,437 — 1,535,56: — — 5,82€®) 2,022,82.
Chief Executive
Officer @)
R. Terry Blakemore 2007 | 186,058 — 351,48: 100,00( 152,744 | 13,2815 803,56¢
Interim President and
Chief Executive
Officer
Michael McAndrew, 2007 164,959 — 286,69° — — 4,663) 456,31¢
Vice President,
Chief Financial
Officer, Treasurer
and Secretar
Francis W. Wertheimbe 2007 | 217,759® | 100,00( 299,80: — — 59,500 | 677,06¢
Senior Vice Presider
Roger E. M. Croft 2007 | 122,010®) — 299,80: — — 71,6348)O) 493,45(
Senior Vice Presider

(1) Reflects the dollar amount recognized for finan@tdtement reporting purposes for Fiscal 200
accordance with SFAS 123(R), and, thus, includeeuamts from awards granted in and prior to Fi
2007. See Note 14 of the Notes to the Consolidateaincial Statements in our 2007 Form 1@elgarding
weightedaverage assumptions underlying the valuation akstptions granted in Fiscal 2007 and Nc
of the Notes to Consolidated Financial Statememtsur 2006 Form 10-K regarding weightaderag
assumptions underlying the valuation of stock oxgtigranted in Fiscal 2006, Fiscal 2005 and Fisga.

(2) Mr. Young resigned from his position as our Chig&€&utive Officer and as a director on May 20, 2(

(3) Represents amounts paid by us for the individualeara 401(k) plan and payments for life insuri
premiums.

(4) Mr. Blakemore participates in the Retirement andusiey Program of the National Telecommunicat
Cooperative Association (the “NTCA Plan"Pne of our subsidiaries is a member of the Nat
Telecommunications Cooperative Association, whiglonsors the NTCA Plan, a multiple emplc
pension plan in which such subsidiary participa®s contributing employer. The amount in this col
represents the aggregate change in actuarial preakre of his accumulated benefits under the N
Plan from December 31, 2005 to December 31, 2006 Igst day of the NTCA Plas’'most recent
completed fiscal year). For more information regagdthe NTCA Plan and the assumptions use
calculate this amount, see tHeension Benefits Tablednd“Understanding Our Pension Benefits Table”
in this proxy statemen
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(5) Represents the Compe's contributions to the NTCA Plan and paymentsiferihsurance premium

(6) Represents amounts paid in Japanese yen and axhitertU.S. dollars using an exchange rate .
March 30, 2007 (.008486 U.S. dollars for each Japaryen)

(7) Mr. Wertheimber is a resident of Japan and, undpadese law, must enroll in Japanational pensic
system to which we make contributions. For Fis@072 we contributed $47,210 to this pension sy
on his behalf. We also provided him with a vehial®owance and paid certain other vehicatec
expenses

(8) Represents amounts paid in British pounds stedimtjconverted to U.S. dollars using an exchangear
of March 30, 2007 (1.9679 U.S. dollars for eachigtipound sterling

(9) Mr. Croft is a resident of the United Kingdom andrtipates (along with other similarkituate:
employees in the United Kingdom) in a private pensscheme to which we make contributions.
Fiscal 2007, we contributed $31,010 to this pensicimeme on his behalf. He also received vehicl
fuel allowances of $40,62

GRANTS OF PLAN-BASED AWARDS — FISCAL 2007

The following table sets forth each grant of awardsle to our Named Executive Officers in Fiscal720ader
plans established by us:

Name Grant Date Estimated Possibl All Other Exercise ol Closing Grant Date
Payouts Unde Option Base Price o Market Price Fair Value of
Non-Equity Awards: Option on Date of Stock anc
Incentive Plar Number of Awards Grant Option
Awards Securities ($/Sh) %) Awards®
Target Underlying $)
%) Options®
#)
Fred C. Younc — — — — — —
R. Terry Blakemort 04/12/2001 — 10,00¢ 39.71 46.254) 245,70t
— 100,00(®) — — — _
Michael McAndrew 06/15/2001 — 10,00¢ 38.915) 39.1¢5) 180,30
Francis W. Wertheimbe — — — — — —
Roger E. M. Crof — — — — — —

(1) Our Board and our stockholders have adopted theldy®@ Plan and have authorized the issuan
options and stock appreciation rights covering a®,200,000 shares of Common Stock under this
(subject to appropriate adjustments in the evenstotk splits, stock dividends and similar dilu
events). Stock options and stock appreciation sightty be granted under the Employee Plan tc
salaried and hourly employees (including those wiay also be directors but who are not members k
Compensation Committee

(2) Calculated in accordance with SFAS 123(

(3) For Fiscal 2007, we established a bonus arrangefomektr. Blakemore that did not include a threshot
maximum award level. He achieved the pstablished performance objectives in connectici i<
bonus arrangement and was, therefore, paid theafubbunt of the target award, as set forth ir
“Summary Compensation Tablé’i this proxy statement. Additional information witespect to his bon
arrangement is provided in t* Compensation Discussion and Anal” section of this proxy stateme
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(4) In connection with the review of our historical atooption grant practices as described in
“Compensation Discussion and Analysis — Histori&juity Grant Practices and New Grant Policy”
section of this proxy statement, this option grams deemed by our Audit Committee to hay
“measurement datdor purposes of SFAS 123(R) of April 12, 2006, tlee that such option was ente
into our stock option database. The “Closing MafRegte on Date of Grant’s the closing price of o
Common Stock on April 12, 200

(5) SEC rules require disclosure of the closing mapkiete of the underlying security on the grant dakere
the exercise price is less than such closing mankee. The exercise price of this option, in aclzwrc
with the provisions of the Employee Plan, was deieed by averaging the high and low sales pric
our Common Stock on the grant d¢
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR END — FISC AL 2007

The following table sets forth all unexercised ktaptions which have been awarded by us to our N
Executive Officers and are outstanding as of M&th2007:

Option Awards

Name Number of Securitie Number of Securitie Option Option
Underlying Underlying Exercise Prict Expiration
Unexercised Option Unexercised Option %) Date
(#) #)
Exercisable Unexercisable
Fred C. Youn¢® 45,00( — 21.440( 04/23/2007
175,00( — 30.250( 01/13/2008
195,00( — 21.937¢ 10/08/2008
20,00( — 32.140° 04/08/2009
30,00( — 45.062¢ 08/30/2009
145,00( — 49.312¢ 10/21/2009
140,40: — 42.250( 10/11/2010
195,00( — 41.450( 09/21/2011
145,00( — 44.370( 11/13/2012
100,00( — 40.550( 10/01/2013
133,33: 66,66 34.765( 08/18/2014
110,00( — 39.770( 10/31/2015
R. Terry Blakemort — 6,662 34.290( 08/11/2014
60,00( — 39.770( 10/31/2015
Michael McAndrew 15,00( — 30.250( 01/13/2008
7,50( — 45.062! 08/30/2009
8,552 — 42.250( 10/11/2010
15,00( — 41.450( 09/21/2011
15,00( — 28.540( 10/09/2012
20,00( — 40.550®) 10/01/2013
26,66¢ 13,3342 34.290( 08/11/2014
50,00( — 39.770( 10/31/2015
— 10,00 38.965( 06/15/2016
Francis W. Wertheimbe 25,00( — 45.062! 08/30/2009
21,77: — 42.250( 10/11/2010
25,00( — 41.450( 09/21/2011
25,00( — 44.370( 11/13/2012
5,00( — 44.910( 12/19/2012
35,00( — 40.550( 10/01/2013
33,33 16,6672 34.290( 08/11/2014
50,00( — 39.770( 10/31/2015
Roger E. M. Crof 35,00( — 45.062! 08/30/2009
26,81" — 42.250( 10/11/2010
30,00( — 41.450( 09/21/2011
30,00( — 44.370( 11/13/2012
— 16,6672 34.290( 08/11/2014

(1) The option in the above table with an option exjpradate of April 23, 2007 terminated unexerciasd
that date. All of Mr. Young other stock options outstanding as of March 8072shown in the tak
terminated as of May 20, 2007, the date of higgrestion. Seé Potential Payments Upon Terminatior
Change-in-Control — Estimated Termination and CleimgControl Payments — Fred C. Young'this
proxy statemen
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(2) The remaining unvested options vested on Augus2QQy.

(3) Mr. McAndrew voluntarily agreed to reprice this mpt exercise price to $42.93. Séd&xecutivi
Compensation and Other Information — Compensatigscuzsion and Analysis Historical Equity
Grant Practices and New Grant Pol” in this proxy statemen

(4) These options will vest in three (3) equal annosidliments beginning on June 15, 2C

OPTION EXERCISES AND STOCK VESTED TABLE — FISCAL 2007

The following table sets forth information concegieach exercise of stock options by our Named ke
Officers during Fiscal 2007:

Option Awards
Name Number of Value Realize(
Shares on Exercise¢
Acquired (%)
on Exercise¢
(#)
Fred C. Younc 65,00( 1,011,72!
R. Terry Blakemort 13,33 85,39¢
Michael McAndrew — —
Francis W. Wertheimbe — —
Roger E. M. Crof 16,66 112,08t

PENSION BENEFITS TABLE — FISCAL 2007

The following table provides information with regpeo each plan that provides for specified reteai
payments or benefits, or payments or benefits withtbe provided primarily following retirement tour Name:
Executive Officers, including tagualified defined benefit plans and supplementaplegree retirement plans, t
excluding defined contribution plans:

Name Plan Name Number of Presen Payments

Years Credite( Value of During Last

Service Accumulated Benefi Fiscal Year
(#) (%) (%)
Fred C. Younc — — — —

R. Terry Blakemort NTCA Plar 261) 1,240,952 12,466
Michael McAndrew — — — —
Francis W. Wertheimbe — — — —
Roger E. M. Crof — — — —

(1) Mr. Blakemore commenced participation in the NTChrPin October 1985 and was granted se
credit back to March 1981. This additional sengeedit granted to him only has the effect of making
retirement eligible, without any benefit reductioat an earlier date and does not result in

augmentation of benefits paid to hi
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(2) The actuarial present value of Mr. Blakemgratcumulated benefits under the NTCA Plan was ctex
as of December 31, 2006 (the last day of the mamsintly completed fiscal year of the NTCA Plan)e
amount was computed using the following assumptants valuation methods: (i) a retirement age ¢
(the earliest age at which he could retire withany benefit reduction due to age), (ii) an annoatéas
of 2% of compensation, (iii) 2003 Group Annuity Besng mortality table and (iv) a discount rate
7.5%.

UNDERSTANDING OUR PENSION BENEFITS TABLE

The Retirement and Security Program of the Nationallelecommunications Cooperative Association

The NTCA Plan is a multiple employer pension plamch is the main pension plan for over 390 empls
who are members of the National Telecommunicatdosperative Association (of which one of our sulasids it
a member). The NTCA Plan will pay retirement betsei® Mr. Blakemore based on his years of serviith us an
his compensation. As a qualified plan, the NTCAnPia subject to various requirements on coveragedihg
vesting and the amount of compensation which mataken into account in calculating benefits.

Normal RetirementThe “normal retirement benefitinder the NTCA Plan is the benefit which will beeiec
at the normal retirement date, which is the firay @f the month containing Mr. Blakemase65th birthday. Tt
normal retirement benefit is expressed as a lifeudiy with ten (10) years certain.

The normal retirement benefit is the sum of thddasrmal retirement benefit that Mr. Blakemore hasrue:
on the basis of active participation and certaimeotypes of benefits such as fixed benefits, mpphtal benefi
and benefit upgrades. The basic normal retiremenefit increases as Mr. Blakemaeaverage compensat
increases and is based on: (i) “High-5 Compensatidrich means the average of his W-2empensation (defin
below) for the five (5) years of the last ten (¥8ars during which his W-2€ompensation was the high
(“W-2+ Compensation” means W-2 wages, including aopuses, overtime and commissions, plustaxe401(k
contributions, Section 125 contributions (cafet@len contributions) and Section 457 contributi¢eentributions t
a non-qualified deferred compensation plan adopfest 1986 by a taexempt employer) and, effective for p
years beginning after December 31, 2000, Secti@(f{8) income (qualified transportation fringe leihincome)
but excluding income attributable to emplogpensored group term life insurance over $50,00Q}otal accruals
which is generally the sum of certain contributjpercentages (both employer and employee) made sobetial
plus contribution percentages added through progumgrades, rollovers and prior service benefitg) tfie
applicable program actuarial factor and (iv) apddie uplift multiplier.

Additionally, the maximum annual pension which Mtakemore accrues may never exceed 100% ¢
average W-2+ Compensation (taxable compensatioor go January 1, 1998) for his “High-3" (“High-3”
compensation refers to the average of the highdseet (3) consecutive years of Mr. Blakemere’
W-2+ Compensation) years before retirement.

Early Retirement.The NTCA Plan permits early retirement on or aftes first day of the month in whi
Mr. Blakemore reaches the age of 55. At age 55,Blskkemore (assuming continued employment withwil)be
entitled to unreduced retirement benefits at thme tpursuant to the “Rule-of-85.” The Rule&8-allows certai
plan participants to retire early (before the a§@&® but not before age 55) without an actuaridluaion in thei
accrued benefits for retiring before age 65. Unitiés formula, the sum of a participasitage at retirement a
number of years of service must equal or exceedh8arder for the participant to be eligible for “IRenf-85”
benefits.

Late RetirementThe NTCA Plan permits late retirement (retiremaftér the age of 65). If a participant ret
late, the participant’s retirement benefits autacadlly will be increased by onguarter of one percent (.25%)
each month the participant delays retirement beyw®l65. Additionally, if a participant continuesnking after hi
65th birthday, benefits may increase through agld#i accruals and higher High-5 Compensation.

Forms of PaymentThe NTCA Plan provides for the following forms gdyment options: (i) 10-yearc®rtair
and life thereafter, (ii) 5-yearertain and life thereafter, (iii) life only, (iW) married, a qualified joint and surviv
annuity (with 50% of the monthly amount payableidgrthe participant’s lifetime continued after tparticipants
death to his surviving spouse for the life o€ thurviving spouse), (v) if married, a queatif joint and survivc
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annuity (with 662/ 3 % of the monthly amount payable during the paréioifs lifetime continued after tl
participants death to his surviving spouse for the life of ueviving spouse), (vi) if married, a qualifiedrjbanc
survivor annuity (with 100% of the monthly amourgypble during the participastlifetime continued after tl
participants death to his surviving spouse for the life of $eviving spouse), (vii) if married, a qualifieoint anc
survivor annuity under (iii) ~f) (with the annuity that is payable guaranteed1f® years following retirement a
then payable at 50%, 68 3% or 100% to the spouse (if the participant predses the surviving spouse)), (viii)
annuity under (i) —\(i) that is supplemented by a certain amount betwihe time of retirement and either age ¢
normal social security retirement age, and thenailly reduced once that age is reached, (ixraldnation of .
partial single sum and any one of the foregoinguétgroptions, (X) a guaranteed annuity option @y &single lum,
sum.

POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE-IN-CO NTROL

We do not have employment agreements with our NaBwetutive Officers. We entered into an agreel
with Fred C. Young in May 2004, into agreementshwRoger E. M. Croft and Francis W. Wertheimbe
November 2004 and into agreements with Michael Mirdw and R. Terry Blakemore in May 2007, wt
agreements provide for certain benefits to the NhBveecutive Officers in the event of a qualifyirggrhination o
their employment as described below. The origieahtof each of the agreements is five (5) yearh ait automat
renewal on a ongear basis thereafter absent notice of nonrenaéw#bsmonths prior to the renewal date; provic
however, that if a Change-in-Contr@s defined below) occurs during the initial or amnewal period, t
agreement will survive until the second anniverqginyrd anniversary in the case of Mr. Young) oé tthate of th
Change-in-Control.

Each of the aboveientioned agreements contains a provision prohiithe respective Named Execu
Officer from competing with us during his employnerith us and for five (5) years thereafter. Spealfy, without
our prior written consent, the Named Executive €&ifs may not directly or indirectly engage in, siser have a
active interest in (whether as proprietor, partievestor, stockholder, officer, director or anyeyof princips
whatsoever), or enter the employ of or act as affgntor advisor or consultant to, any person, fipartnershig
association, corporation or business organizatimity or enterprise which is or is about to becodirectly o
indirectly engaged in any business that is competivith any of our businesses in which the Nameeédative
Officer is or was engaged.

Our Named Executive Officers are also bound, dutiregterm of their agreement and at all times thidee, by
restrictive covenants with respect to confidentibrmation, as more fully described in their respee agreement
They are not permitted, unless authorized in wgity us, to disclose or cause to be disclosed, saofidentia
information or to authorize or permit such disciasaf the confidential information to any unautized third party
or to use the confidential information (i) for thewn benefit or advantage, (ii) for the benefitaglvantage of ar
third party or (i) in any manner which is interti®o injure or cause loss, whether directly oriedily, to us. At an
time upon our request, and immediately upon tertiinathe Named Executive Officers must surrendlewstten
or otherwise tangible documentation representirgy sonfidential information to us.

A description of the other material terms of thageeements and estimates of the payments and tseweifct
each Named Executive Officer would receive uponalifying termination are set forth below. The egites hav
been calculated assuming a termination date of Ma@¢ 2007, which was our last business day inaFig807, an
are based upon the closing price of our CommonkStadhat date ($36.54). Due to the number of factioat affec
the nature and amount of any benefits provided uperevents discussed below, such as the timinggltine yee
of any triggering event and our stock price, thialcamounts to be paid or distributed may be difie

Termination Payments and Benefits Outside of a Chage-in-Control
Fred C. Young

If Mr. Young’s employment with the Company is terminated (i) dochis death or Disability (as defir
below), (ii) by Mr. Young other than for Good Reag@as defined below) or (iii) by the Company dueCause fc
Termination or in accordance with Retirement (easllefined below), then, except as otherwise stt keelow, we
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have no payment obligations to him other than asviged by our various policies, procedures and tires
generally applicable to all employees.

If, however, during the term of Mr. Young’'s agreameand prior to a Change-in-Contrbis employment
terminated (i) by us other than due to Cause fomiimation, death, Disability or Retirement or (ipon hi:
resignation if our Board removes or fails to retlgion to the chief executive officer position ohetwise reduct
the power and status of such position at any titherathan at a time when he could have been tetstundue t
Cause for Termination, he is entitled to, in additio any accrued but unpaid benefits:

* three (3) times the sum of his then current anrzele salary for the year in which the employ!
termination occur

« three (3) times onthird (1/3) of the aggregate cash bonuses or awardsived by him as incenti
compensation or bonus during the three (3) calepelars immediately preceding the termination «

e an amount equal to the total cash award or boratsvibuld have been received by him under any long-
term incentive plan, assuming that, in additiomty goals met prior to the termination date, alllgdha
were to be measured after such date were achiexktearemained employed, less any portion of tisé
award or bonus for that award period previously gaihim

« medical insurance and other similar benefits ferpgkriod of three (3) years following the terminattate
as if he remained in our continuous employ durinchsperioc

 unvested options will vest and remain outstandmagdcordance with their respective tei

The abovedescribed payments are to be made to Mr. Youngrdrefore the sixtieth (60th) day following
termination date.

Mr. Young's agreement further provides that in the eventehiployment is terminated due to his deatt
termination occurs on or after May 11, 2007 byresignation at any time other than at a time wherduld hav
been terminated due to Cause for Termination, falhis unvested options vest and all of his optioesair
outstanding in accordance with their respectivenseunntil their stated expiration date.

Named Executive Officers other than Mr. You

The agreements with Messrs. Blakemore, Croft, MaAndand Wertheimber do not provide for any ben
outside of a change-in-controbntext. If their respective employment is termatatiue to death or Disability or
them or by us at any time prior to a Change-in-@dnthen we have no payment obligations to them otian &
provided by our various policies, procedures aratfices generally applicable to all employees.

Certain Definitions:

The following definitions are contained in the agrents with Messrs. Young, Blakemore, Croft, McAaw
and Wertheimber:

Cause for TerminationNamed Executive Offices’deliberate and intentional failure to devotelf@st efforts t
the performance of duties, gross misconduct mélierdand demonstrably injurious to us, conviction @fminal
fraud, embezzlement against us or a felony invglviroral turpitude, continuing failure after nottoeadhere to tt
nondisclosure and noncompete portions of the ageatan(described above) or willful failure to folldnstruction:
of our Board. For purposes of this definition, b, &r failure to act, on the Named Executive CGfis part shall k
considered “deliberate and intentional’to constitute gross misconduct unless donejmitted to be done, by t
Named Executive Officer not in good faith and withoeasonable belief that the Named Executive €x's actiol
or omission was in the best interests of the Compan

Changein-Control: a change in control of the Company is deemedtwoioif:

i. itisreportable as such by SEC rul
i. twenty percent (20%) or more of the combined vofogver of our themutstanding capital stock
acquired, coupled with or followed by a change majority of the members of our Board;
iii.  we sell all or substantially all of our assets @rge, consolidate or reorganize with another cory
and (x) upon conclusion of the transactiessl than fift-one percent (51%) of the outstanc
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securities entitled to vote in the election of diogs of the acquiring company or resulting comj
are owned by the persons who were our stockholgeos to the transaction, and following
transaction there is a change in a majority of thembers of our Board or (y) following !
transaction, a person or group would be the owhéwenty percent (20%) or more of the combi
voting power of the acquiring company or resultimgnpany, and there is a change in a majority ¢
members of our Boart

Disability : incapacity due to physical or mental illnessnjury which causes a Named Executive Officer t
unable to perform his duties to us during niney) (@nsecutive days or one hundred twenty (1203 diaying an
six (6) month period.

Good Reasonour failure to have any successor assume theagmat or the occurrence of any of the follov
after a Change-in-Contrq(i) the assignment of new duties materially andssarfitially inconsistent with prior dutis
responsibilities and status, or a material chamgeeporting responsibilities, titles or offices)) ¢eduction in bas
salary, (iii) failure to continue comparable indeatcompensation, (iv) failure to continue compagattock optio
and other fringe benefits, (v) relocation beyonity fi50) miles or (vi) any purported termination tife Name
Executive Officer other than for Cause, Disabildy Retirement or made without a specified writtestice o
termination.

Retirement : termination of the Named Executive Officer's emphent after age sixtfive (65) or ir
accordance with any mandatory retirement arrangemvéh respect to an earlier age agreed to by Suamec
Executive Officer.

Termination Payments and Benefits After a Change-irControl

The agreements with Messrs. Young, Blakemore, CkédAndrew and Wertheimber provide for payments
other benefits if such Named Executive Officerasntinated within two (2) years (three (3) yeargha case ¢
Mr. Young) following a Change-in-Contrelither by (i) us other than for Cause, death, Ditalor Retirement ¢
(i) the individual’s resignation for Good Reason. Additionally, Mr.ung is entitled to payments and benefits i
terminates his employment for any reason durindgnigyt (30) day period commencing six (6) monthseaft
Change-in-Control.

In addition to any accrued but unpaid benefits, digeeements entitle each Named Executive Officear
amount of cash equal to the sum of;

« two (2) times (three (3) times in the case of Mou¥ig) the sum of his then current annual baseysai
the year of termination (or, if greater, (x) in tte@se of termination for Good Reason, the Named ke
Officer's salary preceding the date giving risehts Good Reason or (y) the Named Executive Offtcer’
salary for the year in effect on the date of Changw-in-Control)

« two (2) times (three (3) times in the case of Mouvig) the greater of (x) orthird (1/3) of the aggrege
cash bonuses or awards received by the Named EvedDfficer as incentive compensation or bc
during the three (3) calendar years immediatelycgting the date of termination, (y) in the cas
termination for Good Reason, otteérd (1/3) of the aggregate cash bonuses or awaatksived by th
Named Executive Officer as incentive compensationamus during the three (3) calendar years prag
the date giving rise to the Named Executive Offe€&ood Reason or (z) orthird (1/3) of the aggrege
cash bonuses or awards received by the Named HExedDfficer as incentive compensation or bc
during the three (3) calendar years preceding #te of theChang-in-Control

< an amount equal to the total cash award or boratsvtbuld have been received by the Named Exec
Officer under any longerm incentive plan, assuming that, in additionatoy goals met prior to t
termination date, all goals that were to be meakafier such date were achieved and the Named Exe
Officer remained employed, less any portion of ¢heh award or bonus for that award period prew
paid to the Named Executive Offic

» medical insurance and other similar benefits fer pleriod of two (2) years (three (3) years in thseca
Mr. Young) following the termination date, as ifcfbuNamed Executive Officer remained in our contims
employ during such peric

 unvested options will vest and remain outstandmagdcordance with their respective tei
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Such payments are to be made to Messrs. YoungeBilate, Croft, McAndrew and Wertheimber on or be
the sixtieth (60th) day following the terminatioatd.

Estimated Termination and Change-in-Control Paymens

The following table sets forth the potential paytsdf , in addition to accrued benefits, that Mr. Younguld
be entitled to receive assuming that his employmead terminated on March 30, 2007 (our last busirdssy it
Fiscal 2007) pursuant to the terms described above:

Fred C. Young

Type of Terminatior Salary Bonus Medical anc Acceleration o
(%) (%) Other Similar Unvested Stoc
Benefit Options@(d)
Continuation $)
)
Qualifying termination prior to Changr-in-Control 1,800,001 | 237,50( 23,48 118,334
Death — — — 118,334
Qualifying termination following (Chang~in-Control 1,800,001 | 237,50( 23,48 118,334

(1) The payments shown reflect the maximum amount wratld have been paid. Mr. Yoursgagreeme
contains a provision which could have the effectaafucing such payments based on the effect obe
taxes applicable to such payments under the C

(2) Represents the value of the acceleration of unéegtéons as of March 30, 2007 based on the difife
between the exercise price of the unvested optodsthe closing price of the Common Stock on Na
as of March 30, 200°

(3) In addition, the Employee Plan provides that, rélgsms of employment termination, in the event
“change-in-control,” all themutstanding options will vest immediately and beeoexercisable. F
purposes of the Employee Plan, a “change-in-cdnttbthe Company occurs if (i) any person becc
the beneficial owner, directly or indirectly, ofrosecurities representing (a) fifty percent (50%ijnmre o
the combined voting power of our then-outstandiecusities or (b) twentyive percent (25%) or more t
less than fifty percent (50%) of the combined voptipower of our themutstanding securities if st
transaction(s) giving rise to such beneficial oveh@r are not approved by our Board; or (ii) at éime ¢
majority of the members of our Board have beentettor designated by any such person; or (iii
Board approves a sale of all or substantially &lbar assets or any merger, consolidation, issuaf
securities or purchase of assets, the result oftwhiould be the occurrence of any event descrih
clause (i) or (ii) above

(4) Represents the value of continued health, denthlvision benefits for a three (3) year period base
COBRA (Consolidated Omnibus Budget Reconciliatiat)Aates as of March 31, 20(

Mr. Young resigned from his position as our ChigkEutive Officer and as a director on May 20, 208& wa:
not entitled to any severance, bonus, medical berosimilar benefits under his agreement as a tresusuct
resignation, although he was entitled to eleceteive medical benefits under COBRA at his costnéted abow
Mr. Young's agreement provided that, in the event his empéoynterminated on or after May 11, 2007 by
resignation at any time other than at a time whegduld have been terminated due to Cause for hatimn, all o
his unvested options would have vested and alisobptions would have remained outstanding in ataace witl
their respective terms until their stated expimatdate. Our Audit Committee concluded and recomredrid ou
Board, and our Board determined, that Mr. Youngld¢ddwave been terminated due to Cause for Terminmggc
defined in his agreement) at the time Mr. Youndgmsd as a director and as an officer of the CompmemMay 20
2007. In light of that determination and the temfhdis agreement and his stock option agreemeltsuestanding
stock options held by Mr. Young terminated as efdlate of his resignation.
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Estimated Change-in-Control Payments

The following table sets forth the potential paymse® , in addition to accrued benefits, that the Na
Executive Officers, other than Mr. Young, woulddsgitled to receive assuming that the Named Exeeuifficer’s
employment was terminated on March 30, 2007 (atrdasiness day in Fiscal 2007) pursuant to thesetescribe

above in connection with a Change-in-Control:

Name Salary Bonus Medical anc Acceleration o'
%) (%) Other Similar Unvested Stoc
Benefit Options®@@®)
Continuation $)
(%)
R. Terry Blakemort 500,00 162,50 24,96¢4) 15,00:
Michael McAndrew 500,00( 91,57¢ 19,884 30,00:
Francis W. Wertheimbe 495,55) | 113,103 7,826 37,50:
Roger E. M. Crof 244,02(5) — 2,828 37,50

1)

)

@)

(4)

®)

(6)

)

The payments shown reflect the maximum amount wWaild have been paid. Each agreement
Messrs. Blakemore, McAndrew, Wertheimber and Ceofitains a provision which could have the e
of reducing such payments based on the effect@éexaxes applicable to such payments under tide.

Represents the value of the acceleration of undegiions as of March 30, 2007 based on the diffi
between the exercise price of the unvested optodsthe closing price of the Common Stock on Na
as of March 30, 200°

In addition, the Employee Plan provides that, régms of employment termination, in the event
“change-in-control,” all themutstanding options will vest immediately and beeoexercisable. F
purposes of the Employee Plan, a “change-in-cdnttbthe Company occurs if (i) any person becc
the beneficial owner, directly or indirectly, of rosecurities representing (a) fifty percent (50%ijnmre o
the combined voting power of our then-outstandiecusities or (b) twentfive percent (25%) or more t
less than fifty percent (50%) of the combined voptipower of our themutstanding securities if st
transaction(s) giving rise to such beneficial oveh@r are not approved by our Board; or (ii) at éime ¢
majority of the members of our Board have beentettor designated by any such person; or (iii
Board approves a sale of all or substantially &lbar assets or any merger, consolidation, issuaf
securities or purchase of assets, the result oftwhiould be the occurrence of any event descrih
clause (i) or (ii) above

Represents the value of continued health, dent@lvésion benefits for a two (2) year period basa
COBRA rates as of March 31, 20(

For Messrs. Wertheimber and Croft, this value regmés a conversion from Japanese yen and E
pounds sterling, respectively, to U.S. dollars gsrchange rates on March 30, 2C

Represents the value of continued medical and a&intienefits for a two (2) year period begint
March 31, 2007 based on rates determined undedapanese health care system and is converte(
Japanese yen to U.S. dollars using an exchangasateMarch 30, 200°

Represents the value of continued medical and a@inienefits for a two (2) year period begint
March 31, 2007 based on rates estimated usingrtoairst paid for such benefits in Fiscal 2007 ar
converted from British pounds sterling to U.S. didlusing an exchange rate as of March 30, 2
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIREC TORS

The following is the report of the Audit Committagth respect to the audited financial statementsHisca
2007 included in the 2007 Form 10-K. The informatémntained in this report shall not be deemedetdsbliciting
material” or to be “filed"with the SEC, nor shall such information be incogted by reference into any future fil
under the Securities Act of 1933, as amended, @rStcurities Exchange Act of 1934, as amended pexoethe
extent that the Company specifically incorporatdyyireference in such filing.

Review with Management

The Audit Committee has reviewed and discussed Gmenpanys audited financial statements v
management.
Review and Discussions with Independent Registerd®lblic Accounting Firm

The Audit Committee has discussed with BDO, the @gamy’s independent registered public accounting
for Fiscal 2007, the matters required to be disedissy SAS 61, as amended (Codification of Statesner
Accounting Standards), which includes, among oitieens, matters related to the conduct of the anfdtte financizs
statements.

The Audit Committee has also received written disgtes and the letter from BDO required by Indepent¢
Standards Board Standard No. 1 (which relatesdatitountans independence from the Company and its re
entities) and has discussed with BDO their indepand from the Company.

Conclusion

Based on the review and discussions referred toealtbe Audit Committee recommended to the Boaad ttie
Company’s audited financial statements be includets 2007 Form 10-K.

Audit Committee :

Richard L. Crouch, Chairman
Thomas W. Golonski
Thomas G. Greig
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EQUITY PLAN COMPENSATION INFORMATION

The following table sets forth information about @guity compensation plans as of March 31, 2007:

@ (b) ©

Plans Number of Securities to E Weighte-Average Number of Securitie
Issued Upon Exercise Exercise Price ¢ Remaining Available fo
Outstanding Options Outstanding Options Future Issuance Und
Warrants and Right Warrants and Right Equity Compensation Plai
#) %) (Excluding Securitie

Reflected in Column (a

#

Equity compensation plans
approved by security holde 4,620,671 38.6¢ 70,91¢
Equity compensation plans not
approved by security holde — — —
Total 4,620,67! 38.6¢ 70,91¢

(1) Includes both vested and unvested opti

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following table sets forth information publichvailable, as of March 31, 2007, regarding theebeial
ownership of our Common Stock by all stockholdetser than Fred C. Young (whose information is Idised ir
the “Security Ownership of Managementéble set forth below), known by us to be beneffioi@ners of more the
five percent (5%) of our outstanding Common Stock:

Number of Percent o
Shares Shared®8)
FMR Corp.® 1,981,02¢ 11.3%
82 Devonshire Street, Boston, MA 021
Dimensional Fund Advisors L) 1,447,232 8.3%
1299 Ocean Avenue, Santa Monica, CA 90
Royce & Associates, LL(®) 1,053,07¢ 6.0%
1414 Avenue of the Americas, New York, NY 10(
AXA @) 1,011,75¢€ 5.8%
26, rue Drouot, 75009 Paris, Frar
Barclays Global Investors, N©) 921,56( 5.3%
45 Fremont Street, San Francisco, CA 94
LSV Asset Managemei(®) 885,161 5.1%
1 N. Wacker Drive, Suite 4000, Chicago, IL 60t
Sterling Capital Management LL(™) 882,97z 5.0%
Two Morrocroft Centre, 4064 Colony Road, Suite 3DBarlotte, NC 2821

(1) Includes 1,981,025 shares beneficially owned bglRidManagement & Research Company (“Fideljty”
a wholly-owned subsidiary of FMR Corp. and a registeredstment advisor, of which 1,981,025 sh
are owned by one investment company, Fidelity Laved®l Stock Fund. Edward C. Johnson 3d, |
Corp. and the funds each has sole power to dispiabe 1,981,025 shares owned by the funds. Ne
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FMR Corp. nor Edward C. Johnson 3d, Chairman of FB&Rp., has the sole power to vote or direc
voting of the shares owned directly by the fundsiclv power resides with the fund8bards of Trustee
Fidelity carries out the voting of the shares unddtten guidelines established by the fun8gards o
Trustees. This information is derived from FMR C&sSchedule 13G filed with the SEC on Februar
2007.

(2) Dimensional Fund Advisors LP (formerly, DimensionBund Advisors Inc. (“Dimensional”))s &
registered investment advisor that furnishes imaest advice to four registered investment comp:
and serves as investment manager to certain ottrammgled group trusts and separate accc
Dimensional beneficially owns 1,447,232 shareswbich it has sole voting power and sole dispos
power. This information is derived from Amendmerd.N to Dimensiona$ Schedule 13G filed with t
SEC on February 1, 200

(3) Royce & Associates, LLC is a registered investnaghtisor and beneficially owns 1,053,078 share
which it has sole voting power and sole dispositfiaver. This information is derived from Royci
Associates, LL(s Schedule 13G filed with the SEC on January 1872

Includes 1,200 shares beneficially owned by AXA Kem AG (Germany), of which it has sole vo
power and sole dispositive power. Includes 846st&8es beneficially owned by AXA Rosent
Investment Management LLC, of which it has soleéngpower with respect to 358,928 shares and
dispositive power with respect to 846,758 sharexludes 162,398 shares beneficially ownec
AllianceBernstein L.P., of which it has sole votipgwer with respect to 147,623 shares, shared g
power with respect to 925 shares and sole dispesitbwer with respect to 162,398 shares. Also ohe
1,400 shares beneficially owned by AXA Equitabléellinsurance Company, of which it has sole v¢
power and sole dispositive power. AXA and its coliiimg entities, AXA Assurances Vie Mutuelle, A>
Courtage Assurance Mutuelle and AXA AssurancesR.B. Mutuelle, are members of a group whic
deemed to beneficially own the shares reporteds rformation is derived from Amendment No. :
AXA’s Schedule 13G filed with the SEC on February 08,2

Includes 371,972 shares beneficially owned by BgiGlobal Investors, NA, of which it has sole ug
power with respect to 301,386 shares and sole slisp® power with respect to 371,972 shares. Ine
538,544 shares beneficially owned by Barclays Qlétad Advisors, of which it has sole voting po
and sole dispositive power. Includes 11,044 shhaeeeficially owned by Barclays Global Investors,
of which it has sole voting power and sole dispesipower. This information is derived from Barclay
Schedule 13G filed with the SEC on January 9, 2

LSV Asset Management (“LSV'is a registered investment advisor and benefic@mliyns 885,161 shari
of which it has sole voting power and sole dispesipower. This information is derived from LSV’
Schedule 13G filed with the SEC on February 12,72

(7) Sterling Capital Management LLC (“Sterling§ a registered investment advisor whose cliente e
right to receive or the power to direct the receiptlividends from, or the proceeds from the sdléhe
shares of the Comparsy’Common Stock. Sterling beneficially owns 882,9fares, of which it h
shared voting power and shared dispositive powkis ihformation is derived from Sterling'Schedul
13G filed with the SEC on February 14, 20

(8) Based on 17,527,227 shares outstanding as of N&rck007
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SECURITY OWNERSHIP OF MANAGEMENT

The following table sets forth certain informatiawmailable to us, as of March 31, 2007, regardirgstmares of
our Common Stock beneficially owned by (i) eachoaf directors; (ii) each of our Named Executivei€fs and
(iii) all of our directors and executive officers a group:

Number of Percent o

Shares Shared4
William F. Andrews®) 60,00: *
R. Terry Blakemor«2) 60,00( *
Roger E. M. Crof(2 121,81¢ *
Richard L. Crouct®) 11,30¢( *
Thomas W. Golonsk®) 22,50( *
Thomas G. GreifD) 43,00: *
Michael McAndrew(2 157,71 *
Edward A. Nicholson, Ph.[(1) 11,00( *

Francis W. Wertheimbe@) 220,10t 1.2%

Fred C. Youn? 1,572,58: 8.3%

All directors and executive officers as a grougight (8) person() 2,098,21 10.8%

(1) Includes for Messrs. Andrews, Crouch, Golonski &réig and Dr. Nicholson: 50,002, 11,000, 22,
37,002 and 11,000 shares, respectively, pursuanglds to acquire such shares as a result of d
options, as of March 31, 2007 or within sixty (8@ys thereafter, granted under the Director F

(2) Includes for Messrs. Blakemore, Croft, McAndrew, tkieimber and Young: 60,000, 121,817, 157,
220,105 and 1,433,735 shares, respectively, pursoaights to acquire such shares as a resulesfe
options, as of March 31, 2007 or within sixty (8@ys thereafter, granted under the Employee Plan
Mr. Young, includes 1,611 shares held by his chitdor in trust for his children over which he hhare«
voting power and shared investment power. As naibdve, one of Mr. Young' vested optiot
terminated unexercised as of April 23, 2007 ancbtder options held by Mr. Young as reflected iis
table terminated as of May 20, 2007, the date ®fdsignation

(3) Includes for all directors and executive officessaagroup 1,942,562 shares pursuant to rightsdoi
such shares as a result of vested options as affiVEdr, 2007 or within sixty (60) days thereaftegrdgec
under the Employee Plan and the Director Plan. uebed Messrs. Blakemore and Croft who were
executive officers as of March 31, 20!

(4) Based on 17,527,227 shares outstanding as of N&rck007

The difference between the amounts set forth iratiwve table and the amounts indicated in the tdesare shares
owned outright either directly or indirectly.

* Represents less than 1% of our outstanding Comrtaark £
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INDEPENDENT PUBLIC ACCOUNTANTS

Fees Billed to Us by BDO during Fiscal 2007 and Kial 2006

Audit Fees: An aggregate of $2,681,100 was billed for prafess services and expenses rendered fc
audit of our annual financial statements for Fi@07, attestation of managementéport on our internal contr:
over financial reporting and for the review of fitéal statements included in our quarterly repoot
Form 10-Qduring Fiscal 2007. An aggregate of $1,445,000 wiled for professional services and expel
rendered for the audit of our annual financialestants for Fiscal 2006, attestation of managermesport on ot
internal controls over financial reporting and fbe review of financial statements included in quarterly report
on Form 10-Q during Fiscal 2006.

Audit-Related Fees: An aggregate of $91,188 in audifated fees were billed by BDO during Fiscal 200@
audit-related fees were billed by BDO during Fis2@06.

Tax Fees: No tax fees were billed by BDO during Fiscal 2@07Fiscal 2006.
All Other Fees: BDO did not render any other professional ses/toeus during Fiscal 2007 or Fiscal 2006.

All services performed by BDO were pre-approvedhby Audit Committee or its chair.

ADDITIONAL INFORMATION

FORM 10-K ANNUAL REPORT TO THE SECURITIES AND EXCHA NGE COMMISSION

A copy of the 2007 Form 10-i§ available to stockholders. A stockholder mayaobsuch copy free of chat
on our Web site at http://www.blackbox.coan by writing to the Investor Relations DepartmeBtack Bo»
Corporation, 1000 Park Drive, Lawrence, Pennsyldri055 (a copy of any exhibits thereto will bevided upol
payment of a reasonable charge limited to our @bgtoviding such exhibits).

SOLICITATION OF PROXIES

We will pay the expenses in connection with thetimg, assembling and mailing to the holders of @ammot
Stock the Notice of Annual Meeting of Stockholddlss proxy statement and the accompanying forrmroky. Ir
addition to the use of the mails, our directordicefs or regular employees may solicit proxiesspaally or b
telephone or telegraph. We may request the petsoldgng stock in their names, or in the names efrthominee:
to send proxy material to, and obtain proxies frtémajr principals, and will reimburse such persforsheir expens
in so doing.

STOCKHOLDER NOMINATIONS AND PROPOSALS

Stockholders who believe they are eligible to hidnedr proposals included in our proxy statementli@ annus
meeting expected to be held in August 2008, intamdito other applicable requirements establishgdhle SEC
must ensure that their proposals are receivedédpétretary of the Company not later than Marc&088.

Our Bydaws establish an advance notice procedure fokktdders to make nominations for the positiol
director and to propose business to be transadtemh aannual meeting. Our Bsws provide that notice
nominations for director and proposals for busin@sst be given to the Secretary of the Companylatet thai
150 days prior to the anniversary date of the prear's annual meeting. For the annual meeting expeotéed teli
in August 2008, notice of nominations and proposalder this provision must be received by May Q&0

Such notice must set forth in reasonable detadrination concerning the nominee (in the case ajrainatior
for election to our Board) or the substance ofgheposal (in the case of any other stockholder gsalf), and she
include: (i) the name and residence address anthdsssaddress of the stockholder who intends teepteth
nomination or other proposal or of any person wiaatigipates or is expected to participate in maksugt
nomination and of the person or persons, if anpetmominated and the principal occupation or eyrmpknt and th
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name, type of business and address of the busanelsaddress of the corporation or other organigatiavhich suc
employment is carried on of each such stockholatjcipant and nominee; (ii) a representation thatproponel
of the proposal is a holder of record of our steokitled to vote at such meeting and intends taeapm person t
by proxy at the meeting to present the nominationtber proposal specified in the notice; (iii) @sdription of a
arrangements or understandings between the propamnenany other person or persons (naming suclomeni
persons) pursuant to which the nomination or offv@posal is to be made by the proponent; (iv) sodtel
information regarding each proposal and each nozam would have been required to be included imoay
statement filed pursuant to the proxy rules of$lsC had the nomination or other proposal been rogarir Boar:
and (v) the consent of each nominee, if any, teesas a director on our Board, if elected. Withfteén (15) day
following the receipt by the Secretary of a no€eomination or proposal pursuant hereto, the &aty will advis
the proponent in writing of any deficiencies in thgtice and of any additional information we requio determin
the eligibility of the proposed nominee or the dahse of the proposal. A proponent who has beeifigtbtof
deficiencies in the notice of nomination or propgamad/orof the need for additional information must cureh
deficiencies and/oprovide such additional information within fifte€th5) days after receipt of the notice of s
deficiencies and/athe need for additional information. The presidafficer of a meeting of stockholders may, in
or her sole discretion, refuse to acknowledge aination or other proposal presented by any persahdoes n«
comply with the foregoing procedure and, upon hiker instructions, all votes cast for such nomioewith respec
to such proposal may be disregarded.

Our Bydaws do not limit or restrict the ability of a skdwlder to present any proposal made by
stockholder in accordance with SEC requirementsopy of our By-laws is available upon request.

OTHER MATTERS

Management does not intend to present nor, in daoce with our Byaws, has it received proper notice fi
any person who intends to present, any matter ¢tiora by stockholders at the Annual Meeting to edhor
October 4, 2007, other than as stated in the NatfcAnnual Meeting of Stockholders accompanyings throxy
statement. The enclosed proxy, however, confergationary authority with respect to the transacid any othe
business that properly may come before the meetingd,it is the intention of the persons named & éhclose
proxy to vote on any such matters in accordanck thitir best judgment.
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