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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark one)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended July 31, 2007

OR

¨ 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 0-14625

TECH DATA CORPORATION
(Exact name of registrant as specified in its charter)

Florida No. 59-1578329
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

5350 Tech Data Drive, Clearwater, Florida 33760
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(Address of principal executive offices) (Zip Code)
Registrant�s telephone number, including area code: (727) 539-7429

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or such shorter period that the registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer  x    Accelerated Filer  ¨    Non-accelerated Filer  ¨

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

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

Class Outstanding at August 24, 2007
Common stock, par value $.0015 per share 55,228,984
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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements
TECH DATA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

(Dollars in thousands, except share amounts)

July 31,

2007

January 31,

2007
(Unaudited)

ASSETS
Current assets:
Cash and cash equivalents $ 617,038 $ 265,006
Accounts receivable, net 2,318,118 2,464,735
Inventories 1,488,525 1,556,008
Prepaid expenses and other assets 158,301 122,103

Total current assets 4,581,982 4,407,852
Property and equipment, net 133,819 140,762
Goodwill 2,966 2,966
Other assets, net 152,438 152,284

Total assets $ 4,871,205 $ 4,703,864

LIABILITIES AND SHAREHOLDERS� EQUITY
Current liabilities:
Revolving credit loans $ 17,874 $ 77,195
Accounts payable 2,126,491 2,011,203
Current portion of long-term debt 1,605 2,376
Accrued expenses and other liabilities 507,297 500,514

Total current liabilities 2,653,267 2,591,288
Long-term debt 363,672 363,604
Other long-term liabilities 42,511 46,252

Total liabilities 3,059,450 3,001,144

Commitments and contingencies (Note 12)

Shareholders� equity:
Common stock, par value $.0015; 200,000,000 shares authorized; 59,239,085 shares issued at July 31, 2007 and
January 31, 2007 89 89
Additional paid-in capital 734,826 732,378
Treasury stock, at cost (4,018,621 shares at July 31, 2007 and 4,313,103 shares at January 31, 2007) (146,857) (157,628)
Retained earnings 857,471 841,402
Accumulated other comprehensive income 366,226 286,479
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Total shareholders� equity 1,811,755 1,702,720

Total liabilities and shareholders� equity $ 4,871,205 $ 4,703,864

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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TECH DATA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS

(Dollars in thousands, except per share amounts)

(Unaudited)

Three months ended
July 31, Six months ended July 31,

2007 2006 2007 2006
Net sales $ 5,613,308 $ 4,943,281 $ 11,015,385 $ 9,887,407
Cost of products sold 5,338,997 4,717,671 10,485,826 9,424,658

Gross profit 274,311 225,610 529,559 462,749

Operating expenses:
Selling, general and administrative expenses 226,720 209,209 443,872 410,827
Goodwill impairment �  136,093 �  136,093
Loss on disposal of subsidiaries (Note 8) 4,284 �  13,121 �  
Restructuring charges (Note 9) 16,602 11,155 16,149 17,634

247,606 356,457 473,142 564,554

Operating income (loss) 26,705 (130,847) 56,417 (101,805)

Other expense (income):
Interest expense 6,131 8,657 14,181 17,831
Discount on sale of accounts receivable 784 3,159 3,423 5,723
Interest income (2,952) (2,347) (5,698) (4,525)
Net foreign currency exchange gain (121) (804) (1,778) (595)

3,842 8,665 10,128 18,434

Income (loss) from continuing operations before income taxes and minority
interest 22,863 (139,512) 46,289 (120,239)
Provision for income taxes 16,652 16,017 30,176 26,345

Income (loss) from continuing operations before minority interest 6,211 (155,529) 16,113 (146,584)
Minority interest (1,031) �  (1,031) �  

Income (loss) from continuing operations 7,242 (155,529) 17,144 (146,584)
Discontinued operations, net of tax (Note 5) �  �  �  3,946

Net income (loss) $ 7,242 $ (155,529) $ 17,144 $ (142,638)

Income (loss) per common share � basic:
Continuing operations $ 0.13 $ (2.81) $ 0.31 $ (2.64)
Discontinued operations �  �  �  0.07

Net income (loss) $ 0.13 $ (2.81) $ 0.31 $ (2.57)
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Income (loss) per common share � diluted:
Continuing operations $ 0.13 $ (2.81) $ 0.31 $ (2.64)
Discontinued operations �  �  �  0.07

Net income (loss) $ 0.13 $ (2.81) $ 0.31 $ (2.57)

Weighted average common shares outstanding:
Basic 55,080 55,307 55,021 55,602

Diluted 55,487 55,307 55,410 55,602

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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TECH DATA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

(Dollars in thousands)

(Unaudited)

Six months ended July 31,
2007 2006

Cash flows from operating activities:
Cash received from customers $ 11,257,450 $ 10,140,470
Cash paid to suppliers and employees (10,799,880) (9,750,254)
Interest paid, net (9,603) (14,005)
Income taxes paid (18,448) (52,983)

Net cash provided by operating activities 429,519 323,228

Cash flows from investing activities:
Proceeds from sale of business �  16,500
Expenditures for property and equipment (9,796) (16,506)
Software and software development costs (8,042) (5,738)

Net cash used in investing activities (17,838) (5,744)

Cash flows from financing activities:
Proceeds from the reissuance of treasury stock 6,469 6,465
Cash paid for purchase of treasury stock �  (55,093)
Capital contribution from joint venture partner 610 �  
Net repayments on revolving credit loans (61,549) (170,515)
Principal payments on long-term debt (1,871) (891)
Excess tax benefit from stock-based compensation 101 216

Net cash used in financing activities (56,240) (219,818)

Effect of exchange rate changes on cash and cash equivalents (3,409) 15,501

Net increase in cash and cash equivalents 352,032 113,167
Cash and cash equivalents at beginning of year 265,006 156,665

Cash and cash equivalents at end of period $ 617,038 $ 269,832

Reconciliation of net income (loss) to net cash provided by operating activities:
Net income (loss) $ 17,144 $ (142,638)

Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Goodwill impairment �  136,093
Loss on disposal of subsidiaries 13,121 �  
Gain on sale of discontinued operations, net of tax �  (3,834)
Depreciation and amortization 25,911 26,436
Provision for losses on accounts receivable 5,460 8,595
Stock-based compensation expense 5,166 3,522
Deferred income taxes �  8,382
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Excess tax benefit from stock-based compensation (101) (216)
Minority interest (1,031) �  
Changes in operating assets and liabilities:
Accounts receivable 245,812 258,893
Inventories 125,611 247,779
Prepaid expenses and other assets (26,906) (49,444)
Accounts payable 41,363 (217,208)
Accrued expenses and other liabilities (22,031) 46,868

Total adjustments 412,375 465,866

Net cash provided by operating activities $ 429,519 $ 323,228

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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TECH DATA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

NOTE 1 � BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business

Tech Data Corporation (�Tech Data� or the �Company�) is a leading provider of information technology (�IT�) products, logistics management and
other value-added services. The Company distributes microcomputer hardware and software products to value-added resellers, direct marketers,
retailers and corporate resellers. The Company is managed in two geographic segments: the Americas (including the United States, Canada,
Latin America and export sales to the Caribbean) and Europe, formerly referred to as EMEA (including Europe, the Middle East and export
sales to Africa).

Principles of Consolidation

The consolidated financial statements include the accounts of Tech Data and its subsidiaries. All significant intercompany accounts and
transactions have been eliminated in consolidation. Minority interest is recognized for the portion of a consolidated joint venture not owned by
the Company. The Company operates on a fiscal year that ends on January 31.

Basis of Presentation

In accordance with Statement of Financial Accounting Standards (�SFAS� or �Statement�) No. 144, �Accounting for the Impairment or Disposal of
Long-lived Assets�, the Company has accounted for the sale of the European Training Business (the �Training Business�) as a discontinued
operation. The results of operations of the Training Business have been reclassified and presented as �discontinued operations, net of tax�, through
March 10, 2006, the date of sale. The cash flows of the Training Business have not been reported separately within the Company�s Consolidated
Statement of Cash Flows as the net cash flows of the Training Business are not material and the absence of cash flows from discontinued
operations has not affected the Company�s liquidity subsequent to the sale of the Training Business. The transaction is further discussed in Note
5�Discontinued Operations.

Method of Accounting

The Company prepares its financial statements in conformity with accounting principles generally accepted in the United States (�U.S. GAAP�).
These principles require management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Recent Accounting Pronouncements

In February 2007, the Financial Accounting Standards Board (�FASB�) issued SFAS No. 159, �The Fair Value Option for Financial Assets and
Liabilities� (�SFAS No. 159�). SFAS No. 159 permits companies to make an election to carry certain eligible financial assets and liabilities at fair
value, even if fair value measurement has not historically been required for such assets and liabilities under U.S. GAAP. The provisions of SFAS
No. 159 are effective for the Company�s fiscal year beginning February 1, 2008. The Company is currently assessing the impact SFAS No. 159
may have on its consolidated financial statements.

In September 2006, the FASB issued SFAS No. 157, �Fair Value Measurements� (�SFAS No. 157�). SFAS No. 157 defines fair value, establishes a
framework for measuring fair value in accordance with generally accepted accounting principles and expands disclosures about fair value
measurements. The Company is required to adopt the provisions of SFAS No. 157 in the first quarter of the fiscal year beginning February 1,
2008 and is currently in the process of evaluating what impact the adoption of SFAS No. 157 may have on the Company�s consolidated financial
position, results of operations or cash flows.

Reclassifications
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Reclassifications have been made to the prior period financial statements to conform to the July 31, 2007 financial statement presentation. These
reclassifications did not change previously reported total assets, liabilities, shareholders� equity or net income.

Seasonality

The Company�s quarterly operating results have fluctuated significantly in the past and will likely continue to do so in the future as a result of
seasonal variations in the demand for the products and services it offers. Narrow operating margins may magnify the impact of these factors on
the Company�s operating results. Specific historical seasonal variations have included

6
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a reduction of demand in Europe during the Company�s second quarter relative to the Company�s first quarter, and an increase in European
demand during the Company�s fourth quarter. Given that approximately half of the Company�s revenues are derived from Europe, the worldwide
results closely follow the seasonality trends in Europe. The life cycle of major products, as well as the impact of acquisitions or dispositions,
may also materially impact the Company�s business, financial condition, or results of operations. Therefore, the results of operations for the three
and six months ended July 31, 2007 and 2006 are not necessarily indicative of the results that can be expected for the entire fiscal year ending
January 31, 2008.

NOTE 2 � EARNINGS PER SHARE (�EPS�)

The Company reports a dual presentation of basic and diluted EPS. Basic EPS is computed by dividing net income by the weighted average
number of common shares outstanding during the reported period. Diluted EPS reflects the potential dilution that could occur assuming the
exercise of equity-based incentives (as further discussed in Note 3 below) using the if-converted and treasury stock methods, where applicable.
The composition of basic and diluted EPS is as follows:

2007 2006

Three months ended July 31,    
Net

income

Weighted

average

shares

Per

share

amount

Net

loss

Weighted

average

shares

Per

share

amount
(In thousands, except per share data)

Net income (loss) per common share-basic $ 7,242 55,080 $ 0.13 $ (155,529) 55,307 $ (2.81)

Effect of dilutive securities:
Equity-based awards �  407 �  �  

Net income (loss) per common share-diluted $ 7,242 55,487 $ 0.13 $ (155,529) 55,307 $ (2.81)

2007 2006

Six months ended July 31,    
Net

income

Weighted

average

shares

Per

share

amount

Net

loss

Weighted

average

shares

Per

share

amount
(In thousands, except per share data)

Net income (loss) per common share-basic $ 17,144 55,021 $ 0.31 $ (142,638) 55,602 $ (2.57)

Effect of dilutive securities:
Equity-based awards �  389 �  �  

Net income (loss) per common share-diluted $ 17,144 55,410 $ 0.31 $ (142,638) 55,602 $ (2.57)

In December 2006, the Company issued $350.0 million of convertible senior debentures due 2026. There is no dilutive impact from the
conversion feature of the $350.0 million convertible senior debentures on earnings per share at July 31, 2007 (see further discussion in Note
10�Revolving Credit Loans and Long-Term Debt).

NOTE 3 � STOCK-BASED COMPENSATION

The Company accounts for equity-based compensation in accordance with the provisions of SFAS No. 123 (revised 2004), �Share-Based
Payments� (�SFAS No. 123R�). For the six months ended July 31, 2007 and 2006, the Company recorded $5.2 million and $3.5 million,
respectively, of stock-based compensation expense, which is included in �selling, general and administrative expenses� in the Consolidated
Statement of Operations.
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At July 31, 2007, the Company had awards outstanding from four equity-based compensation plans, only one of which is currently active and
which authorizes the issuance of 9.5 million shares, including approximately 3.1 million shares available for future grant. Under the plans, the
Company is authorized to award officers, employees, and non-employee members of the Board of Directors restricted stock, restricted stock
units (�RSUs�), options to purchase common stock, maximum value stock-settled stock appreciation rights (�MV Stock-settled SARs�), maximum
value stock options (�MVOs�) and performance awards that are dependent upon achievement of specified performance goals. Equity-based
compensation awards have a maximum term of 10 years, unless a shorter period is specified by the Compensation Committee of the Board of
Directors or is required under local law. Awards under the plans are priced as determined by the Compensation Committee and under the terms
of the Company�s active equity-based compensation plan are required to be priced at, or above, the fair market value of the Company�s common
stock on the date of grant. Awards generally vest between one and four years from the date of grant.

7
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During the six months ended July 31, 2007, the Company�s Board of Directors approved the issuance of 396,242 long-term incentive awards
comprised of 205,000 MV Stock-settled SARs and 191,242 RSUs. During the six months ended July 31, 2007, a total of 16,378 MV
Stock-settled SARS and 247,133 stock options were exercised and 11,582 shares of RSUs vested and were released. During the six months
ended July 31, 2006, 237,403 stock options were exercised. The Company�s policy is to utilize shares of its treasury stock, to the extent available,
for the exercise of awards.

NOTE 4 � COMPREHENSIVE INCOME (LOSS)

Comprehensive income is defined as the change in equity (net assets) of a business enterprise during a period from transactions and other events
and circumstances from non-owner sources, and is comprised of �net income� and �other comprehensive income (loss).� The Company�s other
comprehensive income is comprised exclusively of changes in the Company�s currency translation adjustment account (�CTA account�), including
income taxes attributable to those changes.

Comprehensive income (loss), net of taxes, for the three and six months ended July 31, 2007 and 2006 is as follows:

Three months ended July 31, Six months ended July 31,
2007 2006 2007 2006

(In thousands)
Comprehensive income (loss):
Net income (loss) $ 7,242 $ (155,529) $ 17,144 $ (142,638)
Change in CTA(1) 9,246 8,587 79,747 55,609

Total $ 16,488 $ (146,942) $ 96,891 $ (87,029)

(1) There were no income tax effects for the three and six months ended July 31, 2007 or 2006.
NOTE 5 � DISCONTINUED OPERATIONS

In the fourth quarter of fiscal 2006, in order to dedicate strategic efforts and resources to core growth opportunities, the Company made the
decision to sell the European Training Business (the �Training Business�). In March 2006, the Company closed the sale of the Training Business
to a third-party (the �Purchaser�) for total cash consideration of $16.5 million, resulting in an after-tax gain of $3.8 million. Net assets and other
related costs included in the sale of the Training Business totaled $11.5 million, including $1.4 million of allocated goodwill. The Company
provided IT services for a transitional period of approximately six months, but had no other significant continuing involvement in the operations
of the Training Business subsequent to the closing of the sale. In addition, the Company has realized no continuing cash flows from the Training
Business subsequent to the closing of the sale.

In accordance with SFAS No. 144, the sale of the Training Business qualifies as a discontinued operation. Accordingly, the results of operations
and the gain on sale of the Training Business have been included in �discontinued operations, net of tax�, within the Consolidated Statement of
Operations for the three and six months ended July 31, 2006.

The following table reflects the results of the Training Business reported as discontinued operations for the three and six months ended July 31,
2006:

Three months

ended

Six months

ended
July 31, 2006
(In thousands)

Net sales $ �  $ 5,634
Cost of products sold �  1,259
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Gross profit �  4,375
Selling, general and administrative expenses �  4,056

Operating income from discontinued operations �  319
Provision for income taxes �  207

Income from discontinued operations, net of tax �  112
Gain on sale of discontinued operations, net of tax �  3,834

Discontinued operations, net of tax $ �  $ 3,946

No amounts related to interest expense or interest income have been allocated to discontinued operations.
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NOTE 6 � ACCOUNTS RECEIVABLE, NET

Accounts receivable, net is comprised of the following:

July 31,

2007

January 31,

2007
(In thousands)

Accounts receivable $ 2,385,463 $ 2,533,702
Allowance for doubtful accounts (67,345) (68,967)

Total $ 2,318,118 $ 2,464,735

Trade Receivables Purchase Facility Agreements

The Company has revolving trade receivables purchase facility agreements (the �Receivables Facilities�) with third-party financial institutions to
sell accounts receivable on a non-recourse, uncommitted basis. The Company uses the Receivables Facilities as a source of working capital
funding. The Receivables Facilities limit the amount of purchased accounts receivable the financial institutions may hold to $414.3 million at
July 31, 2007, based on currency exchange rates at that date. Under the Receivables Facilities, the Company may sell certain accounts receivable
(the �Receivables�) in exchange for cash less a discount based on LIBOR plus a margin. Such transactions have been accounted for as a true sale
in accordance with SFAS No. 140, �Accounting for Transfers and Servicing of Financial Assets and Extinguishment of Liabilities�. The
Receivables Facilities, which have various expiration dates, require that the Company continue to service, administer and collect the sold
accounts receivable.

During the six months ended July 31, 2007 and 2006, the Company received gross proceeds of $562.0 million and $560.3 million, respectively,
from the sale of the Receivables and recognized related discounts totaling $3.4 million and $5.7 million for the respective periods. The proceeds,
net of the discount incurred, are reflected in the Consolidated Statement of Cash Flows in operating activities within cash received from
customers and the change in accounts receivable.

NOTE 7 � SUPPLEMENTAL CASH FLOW INFORMATION

Short-term investments which have an original maturity of ninety days or less are considered cash equivalents in the statement of cash flows.

The Company recorded income tax benefits within additional paid-in capital of $0.5 million for both the six months ended July 31, 2007 and
2006, related to the exercise of employee equity-based awards.

NOTE 8 � LOSS ON DISPOSAL OF SUBSIDIARIES

The Company�s loss on disposal of subsidiaries is the result of the Company�s decision to exit its operations in Israel and the United Arab
Emirates (UAE) as part of its ongoing initiatives to optimize profitability and return on capital employed.

In late March 2007, the Company made the decision to close its operations in the United Arab Emirates (�UAE�), the closure of which was
substantially completed by the end of the second quarter of fiscal 2008. During the six months ended July 31, 2007, the Company recorded a
loss on disposal of this subsidiary of $9.4 million ($8.8 million recorded during the first quarter of fiscal 2008), which includes an $8.4 million
impairment on the Company�s investment in the UAE due to a foreign currency exchange loss (previously recorded in shareholders� equity as
accumulated other comprehensive income) and $1.0 million for severance costs and fixed asset write-offs. These costs are reflected in the
Consolidated Statement of Operations as �loss on disposal of subsidiaries�, which is a component of operating income. In addition, the UAE
incurred operating losses of approximately $2.5 million during the six months ended July 31, 2007, comprised primarily of inventory
write-downs and occupancy-related expenses.

During the three months ended July 31, 2007, the Company executed an agreement for the sale of the Israel operations at an amount
approximating local currency net book value. The sale of the entity is expected to be completed in the third quarter of fiscal 2008. During the
three and six months ended July 31, 2007, the Company recorded a loss on disposal of this subsidiary of $3.7 million, which includes a $2.7
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million impairment on the Company�s investment in Israel due to a foreign currency exchange loss (previously recorded in shareholders� equity as
accumulated other comprehensive income) and $1.0 million for costs related to the sale. These costs are reflected in the Consolidated Statement
of Operations as �loss on disposal of subsidiaries�, which is a component of operating income. In addition, Israel had operating income of
approximately $0.2 million during the six months ended July 31, 2007.
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NOTE 9 � RESTRUCTURING PROGRAMS

The Company�s restructuring charges discussed below were incurred pursuant to formal plans developed by management and are accounted for
in accordance with the guidance set forth in SFAS No. 146, �Accounting for Costs Associated with Exit or Disposal Activities.� The costs related
to these restructuring programs are reflected in the Consolidated Statement of Operations as �restructuring charges�, which is a component of
operating income. The accrued restructuring charges are included in �accrued expenses and other liabilities� in the Consolidated Balance Sheet.

Closure of European Logistics Center

On May 1, 2007, the Company�s Board of Directors approved the exit from our logistics center in Germany (the �Moers logistics center�). The
decision to exit this logistics center was made to enable the Company to capitalize on the long-term synergies of having one logistics center
serving Germany, Austria and the Czech Republic and to reduce the Company�s expenses. Related to the Moers logistics center exit, Tech Data is
expanding its logistics center located in Bor, Czech Republic and entering into a sale-leaseback transaction with regard to the Company�s French
logistics center. The Company expects the net result of these transactions to be a reduction in our future operating expenses and interest expense.

During the quarter ended July 31, 2007, the Company exited the Moers logistics center and recorded $16.9 million in restructuring charges
related to the closure, comprised of $8.3 million of workforce reductions and $8.6 million for facility costs and other fixed asset write-offs. The
recognition of the restructuring charges requires the Company�s management to make judgments and estimates regarding the nature, timing and
amounts of costs associated with the closure of the Moers logistics center. Although the Company believes its estimates are appropriate and
reasonable based upon available information, actual results could differ from these estimates.

Summarized below is the activity related to accruals for the restructuring program recorded during the quarter ended July 31, 2007:

Employee
termination
benefits

Facility
costs Total

(In thousands)
Balance as of April 30, 2007 $ �  $ �  $ �  
Charges to operations 8,264 8,612 16,876
Cash payments (724) (930) (1,654)
Impairment of assets leased under capital lease and fixed asset write-offs(1) �  (5,767) (5,767)
Other(2) 323 110 433

Balance as of July 31, 2007 $ 7,863 $ 2,025 $ 9,888

(1) The impairment of assets leased under capital lease and fixed asset write-offs were recorded against the respective asset accounts.
(2) �Other� primarily relates to the effect of fluctuations in foreign currencies.
European Restructuring Program

In May 2005, the Company announced a formal restructuring program to better align the European operating cost structure with the current
business environment. The initiatives related to the restructuring program were completed during the third quarter of fiscal 2007. In connection
with this restructuring program, the Company recorded charges for workforce reductions and the optimization of facilities and systems.

10
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Summarized below is the activity related to accruals for the restructuring program recorded during the six months ended July 31, 2007:

Employee
termination
benefits

Facility
costs Total

(In thousands)
Balance as of January 31, 2007 $ 4,022 $ 7,195 $ 11,217
Change in estimate �  (453) (453)
Cash payments (1,314) (126) (1,440)
Other(1) 193 317 510

Balance as of April 30, 2007 $ 2,901 $ 6,933 $ 9,834
Change in estimate (274) �  (274)
Cash payments (410) (221) (631)
Other(1) 1 399 400

Balance as of July 31, 2007 $ 2,218 $ 7,111 $ 9,329

(1) �Other� primarily relates to the effect of fluctuations in foreign currencies.
NOTE 10 � REVOLVING CREDIT LOANS AND LONG-TERM DEBT

Revolving Credit Loans

July 31,

2007
January 31,

2007
(In thousands)

Receivables Securitization Program, interest rate of 5.71% at July 31, 2007, expiring October 2007 $ �  $ �  
Multi-currency Revolving Credit Facility, interest rate of 5.95% at July 31, 2007, expiring March 2012 �  �  
Other uncommitted revolving credit facilities, average interest rate of 5.41% at July 31, 2007, expiring on various
dates throughout fiscal 2008 17,874 77,195

$ 17,874 $ 77,195

The Company has an agreement (the �Receivables Securitization Program�) with a syndicate of banks that allows the Company to transfer an
undivided interest in a designated pool of U.S. accounts receivable, on an ongoing basis, to provide security or collateral for borrowings up to a
maximum of $400.0 million. Under this program, which expires in October 2007, the Company legally isolated certain U.S. trade receivables
into a wholly-owned bankruptcy remote special purpose entity. Such receivables, which are recorded in the Consolidated Balance Sheet, totaled
$603.8 million and $571.3 million at July 31, 2007 and January 31, 2007, respectively. As collections reduce accounts receivable balances
included in the pool, the Company may transfer interests in new receivables to bring the amount available to be borrowed up to the maximum.
The Company pays interest on advances under the Receivables Securitization Program at designated commercial paper rates plus an
agreed-upon margin. The Company plans to renew this program in October 2007.

Under the terms of the Company�s Multi-currency Revolving Credit Facility with a syndicate of banks, the Company is able to borrow funds in
major foreign currencies up to a maximum of $250.0 million. Under this facility, which expires in March 2012, the Company has provided either
a pledge of stock or a guarantee of certain of its significant subsidiaries. The Company pays interest on advances under this facility at the
applicable LIBOR rate plus a margin based on the Company�s credit ratings. The Company can fix the interest rate for periods of seven to 180
days under various interest rate options.

In addition to the facilities described above, the Company has lines of credit and overdraft facilities totaling approximately $637.6 million at
July 31, 2007 to support its worldwide operations. Most of these facilities are provided on an uncommitted, unsecured, short-term basis and are
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reviewed periodically for renewal.

The total capacity of the aforementioned credit facilities was approximately $1.3 billion, of which $17.9 million was outstanding at July 31,
2007. The Company�s credit agreements contain limitations on the amounts of annual dividends and repurchases of common stock. Additionally,
the credit agreements require compliance with certain warranties and covenants. The financial ratio covenants contained within the credit
agreements include a debt to capitalization ratio, an interest to EBITDA (earnings before interest, taxes, deprecation and amortization) ratio and
a tangible net worth requirement. At July 31, 2007, the Company was in compliance with all such covenants. The ability to draw funds under
these credit facilities is
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dependent upon sufficient collateral (in the case of the Receivables Securitization Program) and meeting the aforementioned financial covenants,
which may limit the Company�s ability to draw the full amount of these facilities. As of July 31, 2007, the maximum amount that could be
borrowed under these facilities, in consideration of the availability of collateral and the financial covenants, was approximately $683.7 million.

At July 31, 2007, the Company had issued standby letters of credit of $25.8 million. These letters of credit typically act as a guarantee of
payment to certain third parties in accordance with specified terms and conditions. The issuance of these letters of credit reduces the Company�s
available capacity under the above mentioned facilities by the same amount.

Long-Term Debt

July 31,

2007
January 31,

2007
(In thousands)

Convertible senior debentures, interest at 2.75% payable semi-annually, due December 2026 $ 350,000 $ 350,000
Capital leases 15,277 15,980

365,277 365,980
Less�current maturities (1,605) (2,376)

$ 363,672 $ 363,604

In December 2006, the Company issued $350.0 million of convertible senior debentures due 2026. The debentures bear interest at 2.75% per
year. The Company will pay interest on the debentures on June 15 and December 15 of each year, beginning on June 15, 2007. In addition,
beginning with the period commencing on December 20, 2011 and ending on June 15, 2012 and for each six-month period thereafter, the
Company will pay contingent interest on the interest payment date for the applicable interest period, if the market price of the debentures
exceeds specified levels. The convertible senior debentures are convertible into the Company�s common stock and cash anytime after June 15,
2026, or i) if the market price of the common stock, as defined, exceeds 135% of the conversion price per share of common stock, or ii) if the
Company calls the debentures for redemption, or iii) upon the occurrence of certain defined corporate transactions. Holders have the right to
convert the debentures into cash and shares at a conversion rate equal to 18.4310 shares per $1,000 principal amount of debentures, equivalent to
a conversion price of approximately $54.26 per share. Additionally, the debentures are senior, unsecured obligations and rank equally in right of
payment with all of the Company�s other unsecured and unsubordinated indebtedness. The debentures are effectively subordinated to all of the
Company�s existing and future secured debt and are structurally subordinated to the indebtedness and other liabilities of its subsidiaries. The
proceeds from the offering were used to pay off short-term debt and for other general corporate purposes.

NOTE 11 � INCOME TAXES

The Company accounts for income taxes in accordance with SFAS No. 109, �Accounting for Income Taxes�. The Company�s effective tax rate for
continuing operations was 72.8% in the second quarter of fiscal 2008 and (11.5) % in the second quarter of fiscal 2007. These effective tax rates
were impacted by losses in tax jurisdictions where the Company is not able to record a tax benefit. In addition, the effective tax rate during the
second quarter of fiscal 2007 was impacted by the European goodwill impairment of $136.1 million, which is non-deductible for tax purposes,
and an $8.4 million increase in the valuation allowance on deferred tax assets specifically related to jurisdictions in Europe.

The effective tax rate differed from the U.S. federal statutory rate of 35% during these periods for the reason discussed above, partially offset by
tax rate benefits of certain earnings from operations in lower-tax jurisdictions throughout the world for which no U.S. taxes have been provided
because such earnings are planned to be reinvested indefinitely outside the U.S.

The overall effective tax rate is dependent upon the geographic distribution of the Company�s worldwide earnings or losses and changes in tax
laws or interpretations of these laws in these operating jurisdictions. The Company monitors the assumptions used in estimating the annual
effective tax rate and adjusts these estimates accordingly. If actual results differ from these estimates, future income tax expense could be
materially affected.

Effective February 1, 2007, the Company adopted the provisions of FASB Interpretation No. 48, �Accounting for Uncertainty in Income Taxes �
an interpretation of SFAS No. 109� (�FIN No. 48�). FIN No. 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise�s
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financial statements in accordance with SFAS No. 109, �Accounting for Income Taxes�, and prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN No. 48 also
provides guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. The adoption
of FIN No. 48 resulted in the reduction of the Company�s consolidated beginning retained earnings of $1.1 million. As of the adoption date, the
Company had gross unrecognized tax benefits of $12.1 million (including $1.6 million of
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accrued interest and penalties), $7.9 million of which, if recognized, would affect the effective tax rate. Consistent with prior periods, the
Company recognizes interest and penalties related to unrecognized tax benefits in the provision for income taxes. Uncertain tax benefits totaling
$3.6 million primarily related to the foreign taxation of intercompany transactions have a reasonable possibility of significantly decreasing
within the 12 months following July 31, 2007, due to statute expirations.

The Company conducts business globally and, as a result, one or more of its subsidiaries files income tax returns in the U.S. federal, various
state, local and foreign tax jurisdictions. In the normal course of business, the Company is subject to examination by taxing authorities, and with
few exceptions income tax returns for 2002 and forward are currently under taxing authority examination or remain subject to audit.

NOTE 12 � COMMITMENTS AND CONTINGENCIES

As is customary in the IT industry, to encourage certain customers to purchase products from Tech Data, the Company has arrangements with
certain finance companies that provide inventory financing facilities to the Company�s customers. In conjunction with certain of these
arrangements, the Company would be required to purchase certain inventory in the event the inventory is repossessed from the customers by the
finance companies. As the Company does not have access to information regarding the amount of inventory purchased from the Company still
on hand with the customer at any point in time, the Company�s repurchase obligations relating to inventory cannot be reasonably estimated.
Repurchases of inventory by the Company under these arrangements have been insignificant to date. The Company believes that, based on
historical experience, the likelihood of a material loss pursuant to these inventory repurchase obligations is remote.

The Company is subject to various other legal proceedings and claims arising in the ordinary course of business. The Company�s management
does not expect that the outcome in any of these other legal proceedings, individually or collectively, will have a material adverse effect on the
Company�s financial condition, results of operations, or cash flows.

NOTE 13 � SEGMENT INFORMATION

Tech Data operates predominately in a single industry segment as a distributor of IT products, logistics management, and other value-added
services. While the Company operates primarily in one industry, because of its global presence, the Company is managed by its geographic
segments. The Company�s geographic segments include the Americas (including the United States, Canada, Latin America, and export sales to
the Caribbean) and Europe (including Europe, Middle East, and export sales to Africa). The Company assesses performance of and makes
decisions on how to allocate resources to its operating segments based on multiple factors including current and projected operating income and
market opportunities. The Company does not consider stock-based compensation expense recognized under SFAS No. 123R in assessing the
performance of its operating segments, and therefore the Company is reporting stock-based compensation expense as a separate amount. The
accounting policies of the segments are the same as those described in Note 1�Business and Summary of Significant Accounting Policies.

Financial information by geographic segment is as follows:

Three months ended

July 31,

Six months ended

July 31,
2007 2006 2007 2006

(In thousands) (In thousands)
Net sales to unaffiliated customers
Americas $ 2,900,670 $ 2,484,694 $ 5,396,800 $ 4,838,356
Europe 2,712,638 2,458,587 5,618,585 5,049,051

Total $ 5,613,308 $ 4,943,281 $ 11,015,385 $ 9,887,407

Operating income (loss)(1) (2) 

Americas $ 45,227 $ 37,593 $ 83,729 $ 74,950
Europe (16,009) (166,793) (22,146) (173,233)
Stock-based compensation expense recognized under SFAS No. 123R (2,513) (1,647) (5,166) (3,522)

Total $ 26,705 $ (130,847) $ 56,417 $ (101,805)

Edgar Filing: TECH DATA CORP - Form 10-Q

Table of Contents 23



Depreciation and amortization
Americas $ 4,334 $ 4,289 $ 8,624 $ 8,607
Europe 8,358 9,138 17,287 17,683

Total $ 12,692 $ 13,427 $ 25,911 $ 26,290

Capital expenditures
Americas $ 6,626 $ 3,816 $ 10,506 $ 6,807
Europe 3,769 7,903 7,332 15,437

Total $ 10,395 $ 11,719 $ 17,838 $ 22,244

Identifiable assets
Americas $ 2,083,293 $ 1,467,683 $ 2,083,293 $ 1,467,683
Europe 2,787,912 2,536,992 2,787,912 2,536,992

Total $ 4,871,205 $ 4,004,675 $ 4,871,205 $ 4,004,675

Goodwill
Americas $ 2,966 $ 2,966 $ 2,966 $ 2,966
Europe �  �  �  �  

Total $ 2,966 $ 2,966 $ 2,966 $ 2,966
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(1) For the three and six months ended July 31, 2007, the amounts shown above include $0.6 million and $9.4 million, respectively, of costs related to the exit of
the Company�s UAE operations included in Loss on Disposal of Subsidiary and $5.0 million of operating losses and $2.5 million of operating income,
respectively, related to the UAE.

For both the three and six months ended July 31, 2007, the amounts shown above also include $3.7 million of costs related to the sale of the Company�s Israel
operations included in Loss on Disposal of Subsidiary and $0.7 million of operating losses and $0.2 million of operating income for the three and six months
ended July 31, 2007, respectively related to Israel (see also Note 8 � Loss on Disposal of Subsidiaries).

(2) For the three and six months ended July 31, 2007, the amounts shown above include $16.6 million and $16.1 million, respectively, of restructuring charges.
For the three months and six months ended July 31, 2007, $16.9 million of these restructuring charges related to the closure of the Moers logistics center and
$(0.3) million and $(.8) million, respectively, are the result of changes in estimates related to the European restructuring program completed in October 2006.

For the three and six months ended July 31, 2006, the amounts shown above include $11.2 million and $17.6 million, respectively, of restructuring costs related to
the European restructuring program and $1.6 million and $5.8 million, respectively, of external consulting costs associated with the restructuring program. The
European restructuring program was completed in October 2006. In addition, both the three and six months ended July 31, 2006 include a non-cash charge for the
European goodwill impairment of $136.1 million (see also Note 9 � Restructuring Program).
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ITEM 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statements

This Quarterly Report on Form 10-Q, including this Management�s Discussion and Analysis of Financial Condition and Results of Operations
(�MD&A�), contains forward-looking statements, as described in the �safe harbor� provision of the Private Securities Litigation Reform Act of
1995. These statements involve a number of risks and uncertainties and actual results could differ materially from those projected. These
forward-looking statements regarding future events and the future results of Tech Data Corporation are based on current expectations, estimates,
forecasts, and projections about the industries in which we operate and the beliefs and assumptions of our management. Words such as �expects,�
�anticipates,� �targets,� �goals,� �projects,� �intends,� �plans,� �believes,� �seeks,� �estimates,� variations of such words, and similar expressions are intended to
identify such forward-looking statements. In addition, any statements that refer to projections of our future financial performance, our
anticipated growth and trends in our businesses, and other characterizations of future events or circumstances, are forward-looking statements.
Readers are cautioned that these forward-looking statements are only predictions and are subject to risks, uncertainties, and assumptions.
Therefore, actual results may differ materially and adversely from those expressed in any forward-looking statements. Readers are referred to the
cautionary statements and important factors discussed in Item 1A. Risk Factors in the Annual Report on Form 10-K for the year ended
January 31, 2007 for further information. We undertake no obligation to revise or update publicly any forward-looking statements for any
reason.

Factors that could cause actual results to differ materially include the following:

� competition

� narrow profit margins

� dependence on information systems

� acquisitions

� exposure to natural disasters, war and terrorism

� dependence on independent shipping companies

� labor strikes

� risk of declines in inventory value

� product availability

� vendor terms and conditions

� loss of significant customers
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� customer credit exposure

� need for liquidity and capital resources; fluctuations in interest rates

� foreign currency exchange rates; exposure to foreign markets

� changes in income tax and other regulatory legislation

� changes in accounting rules

� volatility of common stock price
Overview

Tech Data is a leading distributor of information technology (�IT�) products, logistics management and other value-added services. We distribute
microcomputer hardware and software products to value-added resellers, corporate resellers, direct marketers and retailers. Our offering of
value-added customer services includes training and technical support, external financing options, configuration services, outbound
telemarketing, marketing services and a suite of electronic commerce solutions. We manage our business in two geographic segments: the
Americas (including the United States, Canada, Latin America and export sales to the Caribbean) and Europe (including Europe, the Middle
East and export sales to Africa).

The IT distribution industry in which we operate is characterized by narrow gross profit as a percentage of sales (�gross margin�) and narrow
income from operations as a percentage of sales (�operating margin�). Historically, our gross and operating margins have been impacted by intense
price competition, as well as changes in terms and conditions with our suppliers, including those terms related to rebates and other incentives
and price protection. We expect these competitive pricing pressures to continue in the foreseeable future, and therefore, we will continue to
evaluate our pricing policies and terms and conditions offered to our customers in response to changes in our vendors� terms and conditions and
the general
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market environment. We will continue to focus on not only disciplined pricing and purchasing practices, but also on realigning our customer and
vendor portfolio to support a sustainable higher margin business that will help drive long-term profitability throughout all of our operations. As
we continue to evaluate our existing pricing policies and make future changes, if any, within our customer or vendor portfolio, we may
experience moderated sales growth or sales declines. In addition, increased competition and changes in general economic conditions within the
markets in which we conduct business may hinder our ability to maintain and/or improve gross margin from its current level.

From a balance sheet perspective, we require working capital primarily to finance accounts receivable and inventory. We have historically relied
upon debt, trade credit from our vendors, and accounts receivable financing programs for our working capital needs. We believe our balance
sheet at July 31, 2007 was one of the strongest in the industry, with a debt to capital ratio (calculated as total debt divided by the aggregate of
total debt and total shareholders� equity) of 17%.

We continue to be satisfied with our performance over the last several years within the Americas and are making measurable progress towards
improving our profitability within Europe. The major initiatives surrounding our European restructuring program were completed in the third
quarter of fiscal 2007, and the savings realized from our restructuring initiatives have partially offset the pressure on our gross margins
experienced during fiscal 2007 and the first half of fiscal 2008. During the second semester of fiscal 2007 and first semester of fiscal 2008 we
have seen our European operations begin to stabilize with improving revenue growth, improving gross profit and stable operating expenses.
While we still have opportunities and expectations for additional improvement, we believe that our current performance within several countries
is a positive indicator of the Company�s ability to improve our operating performance in Europe.

We believe that our second quarter fiscal 2008 financial performance firmly underscores our ability to execute as we achieved significant
improvements in our operating performance in Europe compared to the three and six month periods ended July 31, 2006. During the first
semester of fiscal 2008 and through August 2007, we announced several initiatives designed to further enhance our long-term profitability and
return on invested capital in the region, including the following:

� We substantially completed the closure of our operations in the United Arab Emirates (�UAE�). During the six months ended July 31,
2007, our results included a loss on disposal of this subsidiary of approximately $9.4 million, representing an $8.4 million foreign
currency exchange loss on our investment in the subsidiary (previously recorded in shareholders� equity as a component of
accumulated other comprehensive income) and $1.0 million for severance costs and fixed asset write-offs. In addition, the UAE
incurred other operating losses of approximately $2.5 million during the first semester of fiscal 2008, comprised primarily of
inventory write-downs and occupancy-related expenses. This subsidiary earned a relatively immaterial amount of operating income
during the first semester of fiscal 2007; but incurred operating losses for the entire year that were not material to our fiscal 2007
results as a whole. In addition, the balance sheet of our UAE operations is not material to our consolidated balance sheet.

� We executed an agreement for the sale of our operations in Israel at an amount approximating local currency net book value. The
sale is expected to be completed in the third quarter of fiscal 2008. During the six months ended July 31, 2007, our results included a
loss on disposal of this subsidiary of approximately $3.7 million, representing a $2.7 million foreign currency exchange loss on our
investment in the subsidiary (previously recorded in shareholders� equity as a component of accumulated other comprehensive
income) and $1.0 million for costs related to the sale. In addition, Israel had operating income of $0.2 million during the first
semester of fiscal 2008. This subsidiary earned a relatively immaterial amount of operating income during the first semester of fiscal
2007 and had operating income for the entire year that was not material to our fiscal 2007 results as a whole. In addition, the balance
sheet of our Israeli operations is not material to our consolidated balance sheet.

� We completed the exit from our logistics center in Germany (the �Moers logistics center�) during the second quarter of fiscal 2008
which will enable us to capitalize on the long-term synergies of having one logistics center serving Germany, Austria and the Czech
Republic and to reduce the Company�s expenses. Related to the Moers logistics center exit, we are expanding our logistics center
located in Bor, Czech Republic and entering into a sale-leaseback transaction on our French logistics center. We expect the net result
of these transactions to be a reduction in our future operating expenses and interest expense. During the quarter ended July 31, 2007,
we recorded $16.9 million in restructuring charges related to the closure of the Moers logistics center, comprised of $8.3 million of
workforce reductions and $8.6 million for facility costs and other fixed asset write-offs. Although the Company believes its estimates
are appropriate and reasonable based upon available information, actual results could differ from these estimates.
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� We executed a joint venture agreement with Brightstar Corporation, one of the world�s largest wireless distributor and supply chain
solutions providers. The joint venture will distribute mobile phones and other wireless devices to a variety of customers including
mobile operators, dealers, agents, retailers and e-tailers throughout the European market. Each of the joint venture partners will have
a 50% ownership in the entity.
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During the second quarter of fiscal 2008, we announced our first vendor agreement with Motorola. We anticipate commencement of
operations in the second half of fiscal 2008 as Motorola�s next generation of devices is expected to reach the marketplace. The
operating results of the joint venture are not expected to have a material impact on the fiscal 2008 results of operations.

� In August 2007, we entered into an acquisition agreement to purchase assets and the customer base of Actebis Switzerland AG which
is expected to close in the third quarter of fiscal 2008. While not significant to our worldwide operations, we believe this acquisition
will strengthen and further diversify our position in Switzerland and will provide our existing and new customers with a broader
portfolio of vendors and improved sales coverage and support.

We have seen stronger recent performance in Europe and we believe the initiatives outlined above will provide further improvements to our
financial results in the region. However, the competitive environment and changes in general economic conditions within the markets in which
we conduct business may hinder our ability to improve our operating margins. We will continue to work to selectively grow our net sales,
profitability and market share. We will also continue to make targeted investments across our worldwide operations in IT enhancements, sales
program and new business units.

Critical Accounting Policies and Estimates

The information included within MD&A is based upon our consolidated financial statements, which have been prepared in accordance with
accounting principles generally accepted in the United States. The preparation of these financial statements requires us to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosures. On an on-going basis, we
evaluate these estimates, including those related to bad debts, inventory, vendor incentives, goodwill, intangible assets and other long-lived
assets, deferred taxes, and contingencies. Our estimates and judgments are based on currently available information, historical results, and other
assumptions we believe are reasonable. Actual results could differ materially from these estimates. We believe the following critical accounting
policies affect the more significant judgments and estimates used in the preparation of our consolidated financial statements.

Accounts Receivable

We maintain allowances for doubtful accounts for estimated losses resulting from the inability of our customers to make required payments. In
estimating the required allowance, we take into consideration the overall quality and aging of the receivable portfolio, the existence of credit
insurance and specifically identified customer risks. Also influencing our estimates are the following: (1) the large number of customers and
their dispersion across wide geographic areas; (2) the fact that no single customer accounts for more than 5% of our net sales; (3) the value and
adequacy of collateral received from customers, if any and, 4) our historical loss experience. If actual customer performance were to deteriorate
to an extent not expected by us, additional allowances may be required which could have an adverse effect on our consolidated financial results.
Conversely, if actual customer performance were to improve to an extent not expected by us a reduction in allowances may be required which
could have a favorable effect on our consolidated financial results.

Inventory

We value our inventory at the lower of its cost or market value, with cost being determined on the first-in, first-out method. We write down our
inventory for estimated obsolescence equal to the difference between the cost of inventory and the estimated market value based upon an aging
analysis of the inventory on hand, specifically known inventory-related risks (such as technological obsolescence and the nature of vendor terms
surrounding price protection and product returns), foreign currency fluctuations for foreign-sourced product, and assumptions about future
demand. Market conditions or changes in terms and conditions by our vendors that are less favorable than those projected by management may
require additional inventory write-downs, which could have an adverse effect on our consolidated financial results.

Vendor Incentives

We receive incentives from vendors related to cooperative advertising allowances, infrastructure funding, volume rebates and other incentive
agreements. These incentives are generally under quarterly, semi-annual or annual agreements with the vendors; however, some of these
incentives are negotiated on an ad-hoc basis to support specific programs mutually developed with the vendor. Unrestricted volume rebates and
early payment discounts received from vendors are recorded as a reduction of inventory upon receipt of funds and as a reduction of cost of
products sold as the related inventory is sold. Incentives received from vendors for specifically identified cooperative advertising programs and
infrastructure funding are recorded as adjustments to selling, general and administrative expenses, and any reimbursement in excess of the
related cost is recorded in the same manner as unrestricted volume rebates, as discussed above.
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We also provide reserves for receivables on vendor programs for estimated losses resulting from vendors� inability to pay or rejections of claims
by vendors. Should amounts recorded as outstanding receivables from vendors be uncollectible, additional allowances may be required which
could have an adverse effect on our consolidated financial results.

Goodwill, Intangible Assets and Other Long-Lived Assets

The carrying value of goodwill is reviewed at least annually for impairment and may also be reviewed more frequently if current events and
circumstances indicate a possible impairment. An impairment loss is charged to expense in the period identified. We also examine the carrying
value of our intangible assets with finite lives, which includes capitalized software and development costs, purchased intangibles, and other
long-lived assets as current events and circumstances warrant determining whether there are any impairment losses. If indicators of impairment
are present and future cash flows are not expected to be sufficient to recover the assets� carrying amount, an impairment loss is charged to
expense in the period identified. Factors that may cause a goodwill, intangible asset or other long-lived asset impairment include negative
industry or economic trends and significant underperformance relative to historical or projected future operating results. Our valuation
methodologies include, but are not limited to, estimating the net present value of the projected cash flows of our reporting units. If actual results
are substantially lower than our projections underlying these assumptions, or if market discount rates substantially increase, our future valuations
could be adversely affected, potentially resulting in future impairment charges.

Income Taxes

We record valuation allowances to reduce our deferred tax assets to the amount expected to be realized. In assessing the adequacy of a recorded
valuation allowance, we consider all positive and negative evidence and a variety of factors including: the scheduled reversal of deferred tax
liabilities, historical and projected future taxable income, and prudent and feasible tax planning strategies. If we determine we would be able to
use a deferred tax asset in the future in excess of its net carrying value, an adjustment to the deferred tax asset valuation allowance would be
made to reduce income tax expense, thereby increasing net income in the period such determination was made. Should we determine that we are
unable to realize all or part of our net deferred tax assets in the future, an adjustment to the deferred tax asset valuation allowance would be
made to income tax expense, thereby reducing net income in the period such determination was made.

Contingencies

We accrue for contingent obligations, including estimated legal costs, when the obligation is probable and the amount is reasonably estimable.
As facts concerning contingencies become known, we reassess our position and make appropriate adjustments to the financial statements.
Estimates that are particularly sensitive to future changes include those related to tax, legal, and other regulatory matters such as imports and
exports, the imposition of international governmental controls, changes in the interpretation and enforcement of international laws (in particular
related to items such as duty and taxation), and the impact of local economic conditions and practices, which are all subject to change as events
evolve and as additional information becomes available during the administrative and litigation process.

Recent Accounting Pronouncements

See Note 1 of Notes to Consolidated Financial Statements for the discussion on recent accounting pronouncements.

Results of Operations

We do not consider stock-based compensation expense recognized under SFAS No. 123R in assessing the performance of our operating
segments, therefore the Company is reporting this as a separate amount. The following table summarizes our net sales, change in net sales and
operating income by geographic region for the three and six months ended July 31, 2007 and 2006:
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Three months ended

July 31, 2007

Three months ended

July 31, 2006
$ % of net sales $ % of net sales

Net sales by geographic region ($ in thousands):
Americas $ 2,900,670   51.7% $ 2,484,694   50.3%
Europe 2,712,638   48.3% 2,458,587   49.7%

Worldwide $ 5,613,308 100.0% $ 4,943,281 100.0%

Six months ended

July 31, 2007

Six months ended

July 31, 2006
$ % of net sales $ % of net sales

Net sales by geographic region ($ in thousands):
Americas $ 5,396,800   49.0% $ 4,838,356   48.9%
Europe 5,618,585   51.0% 5,049,051   51.1%

Worldwide $ 11,015,385 100.0% $ 9,887,407 100.0%

Three months ended

July 31,

Six months ended

July 31,
2007 2006 2007 2006

Year-over-year increase (decrease) in net sales (%):
Americas 16.7%  6.2 % 11.5%  5.1 %
Europe (US$) 10.3% (0.6)% 11.3% (4.3)%
Europe (euro)   3.4% (3.9)%   2.7% (1.9)%
Worldwide 13.6%  2.7 % 11.4%  0.1 %

Three months ended

July 31, 2007

Three months ended

July 31, 2006
$ % of net sales $ % of net sales

Operating income (loss) ($ in thousands):
Americas $ 45,227  1.56 % $ 37,593  1.51 %
Europe (16,009) (0.59)% (166,793) (6.78)%
Stock-based compensation expense recognized under SFAS
No. 123R (2,513) (0.04)% (1,647) (0.03)%

Worldwide $ 26,705  0.48 % $ (130,847) (2.65)%

Six months ended

July 31, 2007

Six months ended

July 31, 2006
$ % of net sales $ % of net sales

Operating income (loss) ($ in thousands):
Americas $ 83,729  1.55 % $ 74,950  1.55 %
Europe (22,146) (0.39)% (173,233) (3.43)%
Stock-based compensation expense recognized under SFAS
No. 123R (5,166) (0.05)% (3,522) (0.04)%

Worldwide $ 56,417  0.51 % $ (101,805) (1.03)%
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We sell many products purchased from the world�s leading peripheral, system and networking manufacturers and software publishers. Products
purchased from Hewlett Packard approximated 27% of our net sales for the second quarter of fiscal 2008, 29% of our net sales for the first
quarter of fiscal 2008 and 28% for both the first and second quarters of fiscal 2007.
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The following table sets forth our Consolidated Statement of Operations as a percentage of net sales for the three and six months ended July 31,
2007 and 2006, as follows:

Three months ended
July 31,

Six months ended

July 31,
2007 2006 2007 2006

Net sales 100.00% 100.00% 100.00% 100.00%
Cost of products sold 95.11 95.44 95.19 95.32

Gross profit 4.89 4.56 4.81 4.68

Operating expenses:
Selling, general and administrative expenses 4.03 4.23 4.03 4.15
Goodwill impairment �  2.75 �  1.38
Loss on disposal of subsidiaries .08 �  .12 �  
Restructuring charges .30 .23 .15 .18

4.41 7.21 4.30 5.71

Operating income (loss) .48 (2.65) .51 (1.03)

Other expense (income):
Interest expense .11 .18 .13 .18
Discount on sale of accounts receivable .01 .06 .03 .06
Interest income (.05) (.05) (.05) (.05)
Net foreign currency exchange (gain) loss �  (.02) (.02) (.01)

.07 .17 .09 .18

Income (loss) from continuing operations before income taxes and minority interest .41 (2.82) .42 (1.21)
Provision for income taxes .30 .33 .27 .27

Income (loss) from continuing operations before minority interest .11 (3.15) .15 (1.48)
Minority interest (.02) �  (.01) �  

Income (loss) from continuing operations .13 (3.15) .16 (1.48)
Discontinued operations, net of tax �  �  �  .04

Net income (loss) .13% (3.15)% .16% (1.44)%

Three and six months ended July 31, 2007 and 2006

Net Sales

Our consolidated net sales were $5.6 billion in the second quarter of fiscal 2008, an increase of 13.6% when compared to the second quarter of
fiscal 2007. On a regional basis, during the second quarter of fiscal 2008, net sales in the Americas increased by 16.7% over the second quarter
of fiscal 2007 and increased by 10.3% in Europe (increase of 3.4% on a euro basis). On a year-to-date basis, net sales were $11.0 billion for the
first semester of fiscal 2008, an increase of 11.4% compared to the first semester of fiscal 2007. Regionally, net sales in the Americas increased
by 11.5% and Europe increased 11.3% (increase of 2.7% on a euro basis) for the first semester of 2008 as compared to the same period of the
prior year.
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Our sales performance in both the second quarter and first semester of fiscal 2008 in both the Americas and Europe, on a euro basis, is primarily
the result of strong execution and focused sales and product management efforts as well as improved stability in our European operations
compared to the same periods of the prior year.

Gross Profit

Gross profit as a percentage of net sales (�gross margin�) increased to 4.89% during the second quarter of fiscal 2008 from 4.56% in the second
quarter of fiscal 2007. On a year-to-date basis, gross margin was 4.81%, an increase of .13% of net sales, or 13 basis points, compared to the
first semester of fiscal 2007. The increase in gross margin is primarily attributable to significant improvements in our inventory and pricing
management practices in Europe, partially offset by a shift in customer portfolio and product mix in the Americas.

We continuously evaluate our pricing policies and terms and conditions offered to our customers in response to changes in our vendors� terms
and conditions and the general market environment. As we continue to evaluate our existing pricing policies and make future changes, if any, we
may experience moderated or negative sales growth. In addition, increased competition and changes in general economic conditions within the
markets in which we conduct business may hinder our ability to maintain and/or improve gross margin from its current level.
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Selling, General and Administrative Expenses (�SG&A�)

SG&A as a percentage of net sales decreased to 4.03% in the second quarter of fiscal 2008, compared to 4.23% in the second quarter of fiscal
2007. On a year-to-date basis, SG&A as a percentage of net sales decreased to 4.03% compared to 4.15% in the comparable semester of the
prior year. The decrease in SG&A as a percentage of sales for both the second quarter and first semester of fiscal 2008 is primarily the result of
improvements in productivity and the leveraging of our fixed costs on higher sales volumes in the Americas, and to a lesser extent in Europe.

In absolute dollars, worldwide SG&A increased by $17.5 million in the second quarter of fiscal 2008 compared to the second quarter of fiscal
2007. The year-over-year increase in SG&A is primarily attributable to an increase in labor costs in the Americas to support our sales growth,
the stronger euro versus the U.S. dollar and an additional $0.9 million of compensation expense related to SFAS No. 123R. On a year-to-date
basis, worldwide SG&A increased $33.1 million compared to the same period of fiscal 2007. The year-over-year increase in SG&A is primarily
attributable to the stronger euro versus the dollar in the second semester of fiscal 2008 compared to fiscal 2007, increased labor costs in the
Americas (as discussed above) and an additional $1.6 million of stock compensation expense related to SFAS No. 123R. These increases were
partially offset by $5.8 million of additional external consulting costs related to the European restructuring program incurred in the first semester
of fiscal 2007.

Goodwill Impairment

Due to certain indicators of impairment within the European reporting unit, the Company performed an impairment test for goodwill as of
July 31, 2006. This testing included the determination of the European reporting unit�s fair value using market multiples and discounted cash
flows modeling. The Company�s reduced earnings during the first semester of fiscal 2007 and cash flow forecast for the Europe region, primarily
due to increasingly competitive market conditions and uncertain demand, resulted in the Company determining that a goodwill impairment
charge was necessary. As of July 31, 2006, the Company recorded a $136.1 million non-cash charge for the Europe goodwill impairment.

Restructuring Charges

Restructuring charges were $16.6 million in the second quarter of fiscal 2008 and $16.1 million in the first semester of fiscal 2008. As further
discussed below, these restructuring charges include the charges related to the closure of the European logistics center, announced in the second
quarter of fiscal 2008, and adjustments decreasing the liability related to the European restructuring program completed in October 2006.
Restructuring charges totaling $11.2 million and $17.6 million, respectively, incurred in the second quarter and first semester of fiscal 2007,
relate to our European restructuring program completed in October 2006.

Closure of European Logistics Center

On May 1, 2007, our Board of Directors approved the exit from our logistics center in Germany (the �Moers logistics center�). The decision to exit
this logistics center was made to enable the Company to capitalize on the long-term synergies of having one logistics center serving Germany,
Austria and the Czech Republic and to reduce the Company�s expenses. In connection with the Moers logistics center exit, Tech Data is
expanding its logistics center located in Bor, Czech Republic and entering into a sale-leaseback transaction with regard to the Company�s French
logistics center. The Company expects the net result of these transactions to be a reduction in our future operating expenses and interest expense.

During the quarter ended July 31, 2007, the Company exited the Moers logistics facility and recorded $16.9 million in restructuring charges
related to the closure, comprised of $8.3 million of workforce reductions and $8.6 million for facility costs and other fixed asset write-offs.

European Restructuring Program

As discussed earlier in this MD&A, in May 2005, we announced a formal restructuring program to better align the European operating cost
structure with the current business environment. As of October 31, 2006, the initiatives related to the European restructuring program had been
completed. During the second quarter and first semester of fiscal 2008, we recorded a $0.3 million credit and a $0.8 million credit, respectively,
related to changes in estimates of previously recorded restructuring accruals.
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Loss on Disposal of Subsidiary

We incurred losses on the disposal of subsidiaries of $4.3 million during the second quarter of fiscal 2008 for charges related to both the closure
of our UAE operations and the pending sale of our Israel operations. The $4.3 million loss includes $0.6 million of severance costs related to the
closure of our UAE operations and a $3.7 million loss related to the pending sale of our Israel operations. The $3.7 million loss related to the
pending sale of our Israel operations includes a $2.7 million impairment on our investment in Israel due to a foreign currency exchange loss
(previously recorded in shareholders� equity as a component of other comprehensive income) and $1.0 million in selling costs (see further
discussion in Note 8 of Notes to Consolidated Financial Statements).

We incurred losses on the disposal of subsidiaries of $13.1 million during the first semester of fiscal 2008 for charges related to both the closure
of our UAE operations and the pending sale of our Israel operations. The $13.1 million loss includes $9.4 million of losses related to the closure
of our UAE operations and a $3.7 million loss related to the pending sale of our Israel operations. The loss related to the closure of our UAE
operations includes an $8.4 million impairment on our investment in the UAE due to a foreign currency exchange loss (previously recorded in
shareholders� equity as a component of other comprehensive income) and $1.0 million in severance costs and certain asset write-offs related to
the exit. See discussion above regarding the $3.7 million loss related to the pending sale of our Israel operations.

Interest Expense, Discount on Sale of Accounts Receivable, Interest Income, Foreign Currency Exchange Gains/Losses

Interest expense decreased 29.2% to $6.1 million in the second quarter of fiscal 2008 compared to $8.7 million in the second quarter of the prior
year. On a year-to-date basis, interest expense decreased 20.2% to $14.2 million in the first semester of fiscal 2008 from $17.8 million in the
prior year. The decrease in interest expense for both the second quarter and first semester of fiscal 2008 is primarily attributable to two factors.
First, we issued $350.0 million of convertible senior debentures in the fourth quarter of fiscal 2007, which bear interest at 2.75%. Second, we
improved our day-to-day cash conversion cycle which resulted in lower average outstanding debt balances during the periods. The interest
expense reduction resulting from these two factors was partially offset by higher interest rates on revolving credit loans during both the second
quarter and the first semester of fiscal 2008 compared to the prior year periods.

The discount related to the accounts receivable sold under our trade receivable purchase facility agreements was $0.8 million during the second
quarter of fiscal 2008 compared to $3.2 million in the second quarter of fiscal 2007. On a year-to-date basis, the discount on the sale of accounts
receivable was $3.4 million in the first semester of fiscal 2008 compared to $5.7 million in the prior year. The decrease in the discount on sale of
accounts receivables is primarily related to a decrease in the average balance of accounts receivables sold during the second quarter and first
semester of fiscal 2008 compared to the same periods of the prior fiscal year.

Interest income increased 25.8% to $3.0 million in the second quarter of fiscal 2008 from $2.3 million in the second quarter of the prior year. On
a year-to-date basis, interest income increased 25.9% to $5.7 million in the first semester of fiscal 2008 from $4.5 million in the prior year. The
increase in interest income during the second quarter and first semester of fiscal 2008 is primarily attributable to higher average cash balances
available for investment and higher interest rates earned on short-term cash investments compared to the same periods of the prior year.

We realized a net foreign currency exchange gain of $0.1 million during the second quarter of fiscal 2008 compared to a net foreign currency
exchange gain of $0.8 million during the second quarter of fiscal 2007. On a year-to-date basis, we realized a net foreign currency exchange gain
of $1.8 million compared to a $0.6 million foreign currency exchange gain in the prior year. We recognize net foreign currency exchange gains
and losses primarily due to the fluctuation in the value of the U.S. dollar versus the euro, and to a lesser extent, versus other currencies. It
continues to be our goal to minimize foreign currency exchange gains and losses through an effective hedging program. Our hedging policy
prohibits speculative foreign currency exchange transactions.

Minority Interest

Minority interest for both the three and six months ended July 31, 2007 was $(1.0) million and reflects the earnings (loss) of our European joint
venture attributable to Brightstar Corporation�s ownership share in the joint venture. The minority interest represents Brightstar Corporation�s
share of the start-up expenses incurred as the joint venture is a consolidated subsidiary in our financial statements. The joint venture remains in
the formation phase and has not recorded sales through July 31, 2007.
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Provision for Income Taxes

Our effective tax rate for continuing operations was 72.8% in the second quarter of fiscal 2008 and (11.5%) in the second quarter of fiscal 2007.
Our effective tax rate for continuing operations was 65.2% for the first semester of fiscal 2008 compared to (21.9%) for the same period of the
prior year.

Our effective tax rates in both the second quarter of fiscal 2008 and 2007 were impacted by losses in taxing jurisdictions where we are not able
to record a tax benefit. In addition, the effective tax rate during the first semester of fiscal 2007 was impacted by the previously discussed
European goodwill impairment of $136.1 million, which is non-deductible for tax purposes, and an $8.4 million increase in the valuation
allowance on deferred tax assets related to specific jurisdictions in Europe. While we believe our restructuring efforts have improved the
operating performance within our European operations, we determined the respective increases in the valuation allowances on deferred tax
assets in fiscal 2008 and 2007 to be appropriate due to cumulative losses realized or expected to be realized within the respective fiscal years,
after considering the effect of prudent and feasible tax planning strategies. To the extent we generate future consistent taxable income within
those operations currently requiring the valuation allowance, we may reduce the valuation allowance on the related deferred tax assets, thereby
reducing tax expense and increasing net income in the same period. The underlying net operating loss carryforwards remain available to offset
future taxable income in the specific jurisdictions requiring the valuation allowance, subject to applicable tax laws and regulations.

On an absolute dollar basis, the provision for income taxes increased 4.4% to $16.7 million in the second quarter of fiscal 2008 compared to
$16.0 million in the second quarter of fiscal 2007 and increased 14.8% to $30.2 million for the first semester of fiscal 2008 compared to $26.3
million in the first semester of 2007 primarily due to an increase in earnings in certain countries in which we operate.

The effective tax rate differed from the U.S. federal statutory rate of 35% during these periods for the reason discussed above, partially offset by
tax rate benefits of earnings from certain operations in lower-tax jurisdictions throughout the world for which no U.S. taxes have been provided
because such earnings are planned to be reinvested indefinitely outside the U.S.

The overall effective tax rate is dependent upon the geographic distribution of our worldwide earnings or losses and changes in tax laws or
interpretations of these laws in our operating jurisdictions. We regularly monitor the assumptions used in estimating our annual effective tax rate
and adjust our estimates accordingly. If actual results differ from our estimates, future income tax expense could be materially affected.

Our future effective tax rates could be adversely affected by lower earnings than anticipated in countries with lower statutory rates, changes in
the relative mix of taxable income and taxable loss jurisdictions, changes in the valuation of our deferred tax assets or liabilities or changes in
tax laws or interpretations thereof. In addition, our income tax returns are subject to continuous examination by the Internal Revenue Service and
other tax authorities. We regularly assess the likelihood of adverse outcomes from these examinations to determine the adequacy of our
provision for income taxes. To the extent we prevail in matters for which accruals have been established or are required to pay amounts in
excess of such accruals, our effective tax rate could be materially affected.

Discontinued Operations, Net of Tax

The results of operations and the gain on sale of the Training Business have been reclassified and presented as �discontinued operations, net of
tax�, within the Consolidated Statement of Operations for all periods presented. For the first semester of fiscal 2007, we realized income from
discontinued operations, net of tax, of $3.9 million, comprised of a $3.8 million gain, net of tax, on the sale of the Training Business and $0.1
million of income from operations of the Training Business prior to the sale in March 2006.

Liquidity and Capital Resources

The following table summarizes our Consolidated Statement of Cash Flows for the six months ended July 31, 2007 and 2006:

Six months ended

July 31,
2007 2006

(In thousands)
Net cash flow provided by (used in):
Operating activities $ 429,519 $ 323,228
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Investing activities (17,838) (5,744)
Financing activities (56,240) (219,818)
Effect of exchange rate changes on cash and cash equivalents (3,409) 15,501

Net increase in cash and cash equivalents $ 352,032 $ 113,167
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Net cash provided by operating activities increased during the first semester of fiscal 2008 as compared to the corresponding period in fiscal
2007 due primarily to our earnings and the timing of payments to vendors. We also had solid performance related to the management of our
accounts receivable and inventory portfolios. We continue to focus on working capital management by monitoring several key metrics, including
our cash conversion cycle (also referred to as �net cash days�) and owned inventory levels, that we use to manage our working capital. Our net
cash days are defined as days of sales outstanding in accounts receivable (�DSO�) plus days of supply on hand in inventory (�DOS�), less days of
purchases outstanding in accounts payable (�DPO�). Owned inventory is calculated as the difference between our inventory and accounts payable
balances divided into the inventory balance. Our net cash days improved to 27 days at the end of the second quarter of fiscal 2008 compared to
28 days at the end of the second quarter of fiscal 2007 due to our ongoing focus on working capital management. Our owned inventory level (the
percentage of inventory not financed by vendors) was a negative 43% at the end of the second quarter of fiscal 2008, meaning our accounts
payable balances exceeded our inventory balances by 43%. This compares to negative owned inventory of 33% at the end of the second quarter
of fiscal 2007.

The following table presents the components of our cash conversion cycle for the quarters ended July 31, 2007 and 2006:

Three months ended
July 31,

2007 2006
Days of sales outstanding 38 36
Days of supply in inventory 25 26
Days of purchases outstanding (36) (34)

Cash conversion cycle (days) 27 28

Net cash used in investing activities of $17.8 million during the first semester of fiscal 2008 was due to capital expenditures for the continuing
expansion and upgrading of our IT systems, office facilities and equipment for our logistics centers. We expect to make total capital
expenditures of approximately $40.0 million during fiscal 2008 for equipment and machinery in our logistics centers, office facilities and IT
systems.

Net cash used in financing activities of $56.2 million during the first six months of fiscal 2008 reflects $63.4 million of net repayments on our
revolving credit lines and long-term debt partially offset by $6.5 million in proceeds received for the reissuance of treasury stock related to the
exercises of equity-based incentives and purchases made through our Employee Stock Purchase Plan.

As of July 31, 2007, we have total credit facilities approximating $1.3 billion, of which $17.9 million was outstanding at July 31, 2007. These
credit facilities consist of (a) a $400.0 million Receivables Securitization Program with a syndicate of banks; (b) a $250.0 million Multi-currency
Revolving Credit Facility with a syndicate of banks; and, (c) other uncommitted lines of credit and overdraft facilities totaling approximately
$637.6 million at July 31, 2007. Certain of our credit agreements require compliance with certain warranties and covenants. The financial ratio
covenants contained within the credit agreements include a debt to capitalization ratio, an interest to EBITDA (earnings before interest, taxes,
depreciation and amortization) ratio, and a tangible net worth requirement. At July 31, 2007, we were in compliance with all such covenants.
The ability to draw funds under these credit facilities is dependent upon sufficient collateral (in the case of the Receivables Securitization
Program) and meeting the aforementioned financial covenants, which may limit our ability to draw the full amount of these facilities. As of
July 31, 2007, the maximum amount that could be borrowed under these facilities, in consideration of the availability of collateral and the
financial covenants, was approximately $683.7 million. The Company plans to renew the Receivables Securitization Program upon expiration in
October 2007.

In December 2006, we issued $350.0 million of convertible senior debentures due 2026. The debentures bear interest at 2.75% per year. We will
pay interest on the debentures on June 15 and December 15 of each year, beginning on June 15, 2007. The debentures are senior, unsecured
obligations and rank equally in right of payment with all of our other unsecured and unsubordinated indebtedness. The debentures are effectively
subordinated to all of our existing and future secured debt and are structurally subordinated to the indebtedness and other liabilities of our
subsidiaries. The proceeds from the offering were used to pay off short-term debt and for other general corporate purposes.

At July 31, 2007, we had issued standby letters of credit of $25.8 million. These letters of credit typically act as a guarantee of payment to
certain third parties in accordance with specified terms and conditions. The issuance of these letters of credit reduces our available capacity
under the above mentioned facilities by the same amount.
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Our debt to capital ratio was 17% at July 31, 2007. We believe that our existing sources of liquidity, including cash resources and cash provided
by operating activities, supplemented as necessary with funds available under our credit arrangements, will provide sufficient resources to meet
our present and future working capital and cash requirements for at least the next 12 months. Changes in our credit rating or other market factors
may increase our interest expense or other costs of capital, or capital may not be available to us on acceptable terms to fund our working capital
needs. The Company will continue to need additional financing, including debt financing. The inability to obtain such sources of capital could
have an adverse effect on the Company�s business. The Company�s credit facilities contain various financial and other covenants that may limit
the Company�s ability to borrow or limit the Company�s flexibility in responding to business conditions. See further discussion of our credit
facilities, convertible senior debentures and standby letters of credit in Note 10 of Notes to Consolidated Financial Statements.

Off-Balance Sheet Arrangements

Synthetic Lease Facility

We have a Synthetic Lease facility with a group of financial institutions under which we lease certain logistics centers and office facilities from
a third-party lessor. The Synthetic Lease expires in fiscal 2009, at which time we have the following options: renew the lease for an additional
five years, purchase the properties at an amount equal to their cost, or remarket the properties. The amount funded under the Synthetic Lease
(approximately $133.2 million at July 31, 2007) is treated as debt under the definition of the covenants required under both the Synthetic Lease
and the credit facilities. The sum of future minimum lease payments under the Synthetic Lease at July 31, 2007 was approximately $8.3 million.
As of July 31, 2007, we were in compliance with all such covenants.

Trade Receivables Purchase Facility Agreements

We have revolving trade receivables purchase facility agreements (the �Receivables Facilities�) with third-party financial institutions to sell
accounts receivable on a non-recourse, uncommitted basis. We use the Receivables Facilities as a source of working capital funding. The
Receivables Facilities limit the amount of purchased accounts receivable the financial institutions may hold to $414.3 million at July 31, 2007,
based on currency exchange rates at that date. Under the Receivables Facilities, we may sell certain accounts receivable (the �Receivables�) in
exchange for cash less a discount based on LIBOR plus a margin.

During the first semester of fiscal 2008 and 2007, we received gross proceeds of $562.0 million and $560.3 million, respectively, from the sale
of the Receivables and recognized related discounts totaling $3.4 and $5.7 million for the respective periods.

Guarantees

As is customary in the IT industry, to encourage certain customers to purchase product from us, we have arrangements with certain finance
companies that provide inventory-financing facilities for our customers. In conjunction with certain of these arrangements, we have agreements
with the finance companies that would require us to repurchase certain inventory, which might be repossessed from the customers by the finance
companies. Repurchases of inventory by the Company under these arrangements have been insignificant to date. In addition, we provide
additional financial guarantees to finance companies on behalf of certain customers. The majority of these guarantees are for an indefinite period
of time, where we would be required to perform if the customer is in default with the finance company. As of July 31, 2007 and January 31,
2007, the aggregate amount of guarantees under these arrangements totaled approximately $12.9 million and $11.5 million, respectively, of
which approximately $9.1 million and $7.0 million, respectively, was outstanding. We believe that, based on historical experience, the
likelihood of a material loss pursuant to both of the above guarantees is remote.

Additionally, in connection with the sale of the Training Business discussed in Note 5�Discontinued Operations, we continue to negotiate the
assignment of several of the related facility lease obligations with the lessors of such properties. The maximum potential amount of future
payments (undiscounted) that we could be required to make under the guarantees is approximately $7.1 million as of July 31, 2007. We believe
that the likelihood of a material loss pursuant to these guarantees is remote.

We also provide residual value guarantees related to the Synthetic Lease which have been recorded at the estimated fair value of the residual
guarantees.

Asset Management

We manage our inventories by maintaining sufficient quantities to achieve high order fill rates while attempting to stock only those products in
high demand with a rapid turnover rate. Inventory balances fluctuate as we add new product lines and when
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appropriate, we make large purchases, including cash purchases from manufacturers and publishers when the terms of such purchases are
considered advantageous. Our contracts with most of our vendors provide price protection and stock rotation privileges to reduce the risk of loss
due to manufacturer price reductions and slow moving or obsolete inventory. In the event of a vendor price reduction, we generally receive a
credit for the impact on products in inventory and we have the right to rotate a certain percentage of purchases, subject to certain limitations.
Historically, price protection and stock rotation privileges as well as our inventory management procedures have helped to reduce the risk of loss
of inventory value.

We attempt to control losses on credit sales by closely monitoring customers� creditworthiness through our IT systems, which contain detailed
information on each customer�s payment history and other relevant information. We have obtained credit insurance that insures a percentage of
the credit extended by us to certain customers against possible loss. Customers who qualify for credit terms are typically granted net 30-day
payment terms in the Americas. While credit terms in Europe vary by country, the vast majority of customers are granted credit terms ranging
from 30-60 days. We also sell products on a prepay, credit card, cash on delivery and floor plan basis.

ITEM 3. Quantitative and Qualitative Disclosures About Market Risk
For a description of the Company�s market risks, see �Item 7a. Qualitative and Quantitative Disclosures About Market Risk� in our Annual Report
on Form 10-K for the fiscal year ended January 31, 2007. No material changes have occurred in our market risks since January 31, 2007.

ITEM 4. Controls and Procedures
The Company�s management, with the participation the Company�s Chief Executive Officer and Chief Financial Officer, has evaluated the
effectiveness of the Company�s disclosure controls and procedures as of July 31, 2007. Based on that evaluation, the Company�s Chief Executive
Officer and Chief Financial Officer concluded that the Company�s disclosure controls and procedures were effective as of July 31, 2007. There
were no material changes in the Company�s internal controls over financial reporting during the second quarter of fiscal 2008.

PART II�OTHER INFORMATION

Item 1. Legal Proceedings
Prior to fiscal 2004, one of the Company�s European subsidiaries was audited in relation to various value-added tax (�VAT�) matters. As a result of
those audits, the subsidiary has received notices of assessment that allege the subsidiary did not properly collect and remit VAT. It is
management�s opinion, based upon the opinion of outside legal counsel, that the Company has valid defenses related to a substantial portion of
these assessments. Although the Company is vigorously pursuing administrative and judicial action to challenge the assessments, no assurance
can be given as to the ultimate outcome. The resolution of such assessments could be material to the Company�s operating results for any
particular period, depending upon the level of income for such period.

The Company is subject to various other legal proceedings and claims arising in the ordinary course of business. The Company�s management
does not expect the outcome in any of these other legal proceedings, individually or collectively, will have a material adverse effect on the
Company�s financial condition, results of operations or cash flows.

ITEM 1A. Risk Factors
In addition to other information set forth in this report, you should carefully consider the factors discussed in Part I, Item 1A. �Risk Factors� in our
Annual Report on Form 10-K for the year ended January 31, 2007, which could materially affect our business, financial position and results of
operations. The risks described in our Annual Report on Form 10-K are not the only risks facing our Company. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial also may materially adversely affect our business, financial
position and results of operations.

The risk factors in our Annual Report on Form 10-K for the year ended January 31, 2007 should be considered in connection with evaluating the
forward-looking statements contained in this Quarterly Report on Form 10-Q because these factors could cause the actual results and conditions
to differ materially from those projected in the forward-looking statements. If any of the risks actually occur, our business, financial condition or
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results of operations could be negatively affected. In that case, the trading price of our common stock or other securities could decline, and you
may lose all or part of your investment.

Item 2. Unregistered Sales of Equity Securities and Use Of Proceeds
Not applicable.
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Item 3. Defaults Upon Senior Securities
Not applicable.

Item 4. Submission Of Matters To A Vote Of Security Holders
Not applicable.

Item 5. Other Information
Not applicable.

ITEM 6. Exhibits
(a) Exhibits

31-A Certification of Chief Executive Officer Pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), As Adopted Pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

31-B Certification of Chief Financial Officer Pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), As Adopted Pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

32-A Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

32-B Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

TECH DATA CORPORATION

(Registrant)

Signature Title Date

/s/ ROBERT M. DUTKOWSKY Chief Executive Officer September 4, 2007
Robert M. Dutkowsky

/s/ JEFFERY P. HOWELLS Executive Vice President and Chief Financial September 4, 2007
Jeffery P. Howells Officer; Director (principal financial officer)

/s/ JOSEPH B. TREPANI Senior Vice President and Corporate Controller September 4, 2007
Joseph B. Trepani (principal accounting officer)
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