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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended September 30, 2012

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: 001-13279

Intermec, Inc.
(Exact name of registrant as specified in its charter)

Delaware 95-4647021

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
6001 36th Avenue West, Everett, WA 98203-1264
(Address of principal executive offices) (Zip Code)

(425) 348-2600

(Registrant’s telephone number, including area code)

[None]

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes x No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
Large accelerated filer x Accelerated filer o

Non-accelerated filer o (Do not check if a smaller reporting company) Smaller reporting company filer o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes o No x
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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 November 2, 2012

Common Stock, $0.01 par value per share 60,341,063
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INTERMEC, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands)

ASSETS

Current assets:

Cash and cash equivalents
Short-term investments

Accounts receivable, net

Inventories

Current deferred tax assets, net
Other current assets

Total current assets

Deferred tax assets, net

Goodwill

Intangible assets, net

Property, plant and equipment, net
Other assets, net

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:

Accounts payable

Payroll and related expenses
Accrued expenses

Deferred revenue

Financing lease obligation

Total current liabilities

Long-term debt

Long-term financing lease obligation
Pension and other postretirement benefits liabilities
Long-term deferred revenue

Other long-term liabilities
Commitments and contingencies
Shareholders’ equity:

Common stock (250,000 shares authorized, 63,430 and 62,956 shares issued and

60,239 and 59,717 outstanding)
Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive loss
Total shareholders’ equity

Total liabilities and shareholders’ equity

See accompanying notes to condensed consolidated financial statements.

3

September 30, December 31,

2012

$85,757
186
120,501
103,814
7,419
31,950
349,627
8,616
102,196
48,023
47,025
19,974
$575.,461

$78,234
23,478
26,947
53,976
2,389
185,024
80,000
1,474
123,133
33,695
15,878

640

703,221
(482,734
(84,870
136,257
$575,461

)
)

2011

$95,108
170
139,737
103,622
84,541
24,226
447,404
141,064
143,510
61,996
47,086
28,230
$869,290

$92,607
32,540
35,118
47,234
207,499
85,000
124,058
28,960
15,344

636

697,597
(210,327 )
(79,477 )
408,429
$869,290
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INTERMEC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(In thousands, except per share amounts)

Three Months Ended

ggll’tzember 30 October 2, 2011
Revenues:
Product $150,214 $165,294
Service 42,607 46,511
Total revenues 192,821 211,805
Costs and expenses:
Cost of product revenues 90,369 97,587
Cost of service revenues 22,468 26,363
Research and development 20,266 22,047
Selling, general and administrative 54,565 63,610
Gain on sale of assets (2,534 ) —
Restructuring costs (1,130 ) 644
Impairment of goodwill (200 ) —
Acquisition costs — 554
Total costs and expenses 183,804 210,805
Operating profit (loss) 9,017 1,000
Interest income 107 162
Interest expense (683 ) (572 )
Earnings (loss) before income taxes 8,441 590
Income tax expense (benefit) 1,238 (114 )
Net earnings (loss) $7,203 $704
Earnings (loss) per common share:
Basic earnings (loss) per share $0.12 $0.01
Diluted earnings (loss) per share $0.12 $0.01
Shares used in computing:
Basic earnings (loss) per share 60,451 59,796
Diluted earnings (loss) per share 60,579 59,897

See accompanying notes to condensed consolidated financial statements.

4

Nine Months Ended
September 30,

2012 October 2, 2011
$445,042 $484,781
128,408 126,625
573,450 611,406
281,681 291,825
66,663 72,115
60,706 62,720
181,984 183,906
(5,189 ) —
4,468 5,756
41,314 —

— 5,766
631,627 622,088
(58,177 ) (10,682
308 565
(2,315 ) (1,964
(60,184 ) (12,081
212,225 (2,911
$(272,409 ) $(9,170
$(4.52 ) $(0.15
$(4.52 ) $(0.15
60,243 59,959
60,243 59,959

A N
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INTERMEC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Unaudited)

(In thousands)

Three Months Ended Nine Months Ended
ggll’tzember 30 October 2, 2011 ggll’tzember 30, October 2, 2011
Net earnings (loss) $7,203 $704 $(272,409 ) $(9,170
Other comprehensive income (loss):
Foreign currency translation adjustments 2,966 (11,583 ) 931 (3,998
Unrealized gain (loss) on investments 35 5 ) 46 (16
Amortization of benefit plan costs (2,119 ) 563 (6,356 ) 1,746
.Income tax on other comprehensive (11 ) (251 ) (14 ) (617
income
Total other comprehensive income (loss) 871 (11,276 ) (5,393 ) (2,885
Total comprehensive income (loss) $8,074 $(10,572 ) $(277,802 ) $(12,055

See accompanying notes to condensed consolidated financial statements.
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INTERMEC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(In thousands)

Nine Months Ended
September 30,
2012 October 2, 2011

Cash and cash equivalents at beginning of the period $95,108 $221,467

Cash flows from operating activities:

Net loss (272,409 ) (9,170
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization 27,172 21,020
Deferred taxes 212,173 (8,099
Stock-based compensation 4,770 7,548
Impairment of goodwill 41,314 —
Gain on sale of assets (5,189 ) —
Gain on company owned life insurance 2,414 ) —
Change in pension and other postretirement plans (7,178 ) (3,045
Changes in operating assets and liabilities:

Accounts receivable 20,577 (11,194
Inventories (6,740 ) (10,209
Other current assets (7,673 ) 845
Accounts payable (14,018 ) 3,140
Payroll and related expenses (9,196 ) 3,079
Accrued expenses (7,785 ) (5,766
Deferred revenue 10,909 5,351
Other long-term liabilities (2,054 ) 799
Other operating activities (1,159 ) 91

Net cash used in operating activities (18,900 ) (5,610
Cash flows from investing activities:

Acquisitions, net of cash acquired — (200,810
Additions to property, plant and equipment (6,980 ) (16,075
Maturities of investments — 6,564
Proceeds from sale of assets 6,359 —
Proceeds from company owned life insurance 10,238 —
Capitalized patent legal fees — (560
Other investing activities (346 ) (75

Net cash provided by (used in) investing activities 9,271 (210,956
Cash flows from financing activities:

Proceeds from issuance of debt 27,000 111,700
Repayment of debt (32,000 ) (34,700
Stock repurchase — (10,014
Financing lease obligation 3,863 —
Stock options exercised and other 1,461 2,370
Net cash provided by financing activities 324 69,356

Effect of exchange rate changes on cash and cash equivalents (46 ) (770

~—

~—
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Net change in cash and cash equivalents (9,351 ) (147,980
Cash and cash equivalents at end of the period $85,757 $73,487
Supplemental cash flow information:

Cash paid during the period for income taxes $9,722 $5,427
Cash paid during the period for interest 1,494 973

See accompanying notes to condensed consolidated financial statements.

6




Edgar Filing: Intermec, Inc. - Form 10-Q

Table of Contents
INTERMEC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

2 <. 99 ¢

In this Quarterly Report on Form 10-Q, the terms “we,” “us,” “our,” “Intermec,” and the “Company” refer to Intermec, Inc.

Note 1. Basis of Presentation

Our interim financial periods are based on a thirteen-week internal accounting calendar. The condensed consolidated
financial statements presented in this Quarterly Report on Form 10-Q are unaudited and reflect entries necessary for
the fair presentation of the Condensed Consolidated Statements of Operations and the Condensed Consolidated
Statements of Comprehensive Income (Loss) for the three and nine months ended September 30, 2012 and October 2,
2011, the Condensed Consolidated Balance Sheets as of September 30, 2012 and December 31, 2011, and the
Condensed Consolidated Statements of Cash Flows for the nine months ended September 30, 2012 and October 2,
2011 of Intermec, Inc. and its subsidiaries. All entries required for the fair presentation of the financial statements are
of a normal recurring nature, except as disclosed. Intercompany transactions and balances have been eliminated.
Preparing our financial statements requires us to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenue, expenses, and financial data included in the accompanying notes to the financial
statements. Actual results and outcomes may differ from our estimates and assumptions.

Certain information and notes normally included in financial statements prepared in accordance with accounting
principles generally accepted in the United States of America ("GAAP") have been condensed or omitted pursuant to
the rules and regulations of the Securities and Exchange Commission ("SEC") regarding interim results.

Interim results are not necessarily indicative of results for a full year. The information included in this Form 10-Q
should be read in conjunction with Management’s Discussion and Analysis of Financial Condition and Results of
Operations and the Consolidated Financial Statements and notes thereto included in our Annual Report on Form 10-K
for the year ended December 31, 2011 (the “2011 Form 10-K”) filed with the SEC on February 28, 2012.

Recently Adopted Accounting Pronouncements

Fair Value Measurement - In May 2011, the Financial Accounting Standards Board (“FASB”) issued guidance which
generally provides a consistent definition of fair value and ensures that the fair value measurement and disclosure
requirements are similar between GAAP and International Financial Reporting Standards. The guidance changes
certain fair value measurement principles and enhances the disclosure requirements, particularly for Level 3 fair value
measurements. This guidance was effective for interim and annual reporting periods beginning after December 15,
2011 and was applied on a prospective basis. The Company adopted the guidance on January 1, 2012, as required.
There was no material impact on the Consolidated Financial Statements resulting from the adoption. See Note 3, Fair
Value Measurements for additional disclosures related to this pronouncement.

Comprehensive Income - In June 2011, the FASB issued ASU No. 2011-5, “Comprehensive Income (Topic 220):
Presentation of Comprehensive Income,” (“ASU 2011-5"). ASU 2011-5 eliminates the option to report other
comprehensive income (loss) and its components in the statement of changes in equity and requires that all non-owner
changes in stockholders’ equity be presented in either a single continuous statement of comprehensive income or in
two separate but consecutive statements. In December 2011, the FASB issued ASU 2011-12, “Comprehensive Income —
Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items Out of Accumulated
Other Comprehensive Income in ASU 2011-5,” to defer the effective date to present items that are reclassified out of
accumulated other comprehensive income to net income alongside their respective components of net income and
other comprehensive income. All other provisions of this update, which are to be applied retrospectively, are effective
for fiscal years, and interim periods within those years, beginning after December 15, 2011. We adopted this guidance
in the first quarter of 2012 and applied it retrospectively. To implement this standard we have added a separate
statement labeled Condensed Consolidated Statement of Comprehensive Income (Loss).

Intangibles — Goodwill and Other - In September 2011, the FASB issued ASU No. 2011-8, “Intangibles — Goodwill and
Other (Topic 350) (“ASU 2011-8”). The amendments in this update will allow an entity to first assess qualitative factors
to determine whether it is necessary to perform the two-step quantitative goodwill impairment test. Under these
amendments, an entity would not be required to calculate the fair value of a reporting unit unless the entity
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determines, based on a qualitative assessment, that it is more likely than not that its fair value is less than its carrying
amount. The amendments include a number of events and circumstances for an entity to consider in conducting the
qualitative assessment. This new guidance was adopted and applied in January 2012. The adoption of this accounting
standard update did not have an impact on our financial position, results of operations, cash flows, or comprehensive
income as it is intended to potentially simplify the assessment for goodwill impairment.

Reclassification

Certain reclassifications have been made to prior periods to conform to the current presentation. Specifically, for the
three and nine months ended October 2, 2011, we have reclassified certain costs that were in cost of service revenues
to cost of product

7
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

revenues in the amount of $0.8 and $2.5 million, respectively. This reclassification has no impact on previously
reported earnings from operations or net income. In addition, we have reclassified the following as separate line items
within the condensed consolidated statement of cash flows for the nine months ended October 2, 2011: change in
pension and other postretirement plans, net; other current assets; and change in other long-term liabilities. These line
items were previously reported in other operating activities.

Offsetting of Financial Assets and Financial Liabilities

The Company has taken out policy loans from an insurance company on life insurance policies it owns and offsets
these loans against the cash surrender values associated with the company-owned life insurance policies. There is no
current intention to repay the loans prior to maturity or cancellation, and the company-owned life insurance policies
allow the right to offset the loan against the proceeds received on maturity or cancellation of the policies. The gross
amount of the cash surrender values was $18.8 and $26.1 million at September 30, 2012 and December 31, 2011,
respectively. The gross amount of the policy loans was $17.4 million and $16.0 million at September 30, 2012 and
December 31, 2011, respectively. The net amounts of $1.4 million and $10.1 million at September 30, 2012 and
December 31, 2011, respectively, are included in our condensed consolidated balance sheets in Other assets, net. The
decrease in the net amount carried for these polices was due to the cash surrender of certain policies net of proceeds
from loans on remaining policies.

Note 2. Revolving Credit Facility

Effective March 3, 2011, we amended our unsecured revolving credit facility with Wells Fargo Bank, National
Association (the “Bank”) to convert the facility to a three-year, $100 million, secured revolving credit facility, which
originally matured on March 3, 2014 (the “Revolving Facility”). The unsecured revolving credit facility was originally
initiated on September 27, 2007. On December 21, 2011, we amended the Revolving Facility to expand our borrowing
capacity to $150 million and extended the maturity date to December 31, 2014. On February 2, 2012, we amended the
Revolving Facility to modify certain financial covenants relating to net income. Effective March 30, 2012, we
amended the Revolving Facility to remove certain financial covenants, to add a new covenant related to minimum
“Adjusted EBITDA” (defined in the amendment as earnings before interest, income taxes, depreciation and
amortization, adjusted for certain customary, non-cash items) and to add a new financial covenant for permitted
acquisitions. On October 31, 2012, we amended the Revolving Facility to modify the financial covenant related to
Adjusted EBITDA for the fourth quarter of 2012. This amendment also reduced our borrowing capacity under the
Revolving Facility from $150 million to $100 million. We were in compliance with all financial and non-financial
covenants of the Revolving Facility at September 30, 2012.

In addition to financing the acquisition of Vocollect in 2011, the Revolving Facility is used for general corporate
purposes. The Revolving Facility includes financial covenants and is secured by pledges of equity in certain assets of
our domestic subsidiaries and guaranties of payment obligations from certain of our domestic subsidiaries.

At September 30, 2012, after considering the financial covenant requirements, we had borrowing capacity of $24.6
million under the Revolving Facility with borrowings of $80 million and $3.1 million of letters of credit outstanding.
The amount outstanding under the Revolving Facility bears interest at a variable rate equal to LIBOR plus a margin
ranging from 1.25% to 1.75%. For the three and nine months ended September 30, 2012, the weighted average interest
rate on borrowed funds under the Revolving Facility was 2.23% and 2.25%, respectively. Under the Revolving
Facility, we made repayments of $20 million, offset by borrowings of $15 million for the three months ended
September 30, 2012; and we made repayments of $32 million, offset by borrowings of $27 million, for the nine
months ended September 30, 2012.

The principal terms of the Revolving Facility, following the most recent amendment, are as follow:

4 oans bear interest at a variable rate equal to (at our option) (i) LIBOR plus the applicable margin, which ranges from
1.25% to 1.75%, or (ii) the Bank’s prime rate, less the applicable margin, which ranges from 0.25% to 1.00%. If an
event of default occurs and is continuing, then the interest rate on all obligations under the Revolving Facility may be
increased by 2.0% above the otherwise applicable rate, and the Bank may declare any outstanding obligations under

11
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the Revolving Facility to be immediately due and payable. In addition, the Bank may exercise its security interest in
our equity interests in the assets of certain of our domestic subsidiaries, and it may call the guaranties of payment
obligations made by certain of our domestic subsidiaries.

A fee ranging from 0.60% to 1.00% on the maximum amount available to be drawn under each letter of credit that is
tssued and outstanding under the Revolving Facility. The fee on the unused portion of the Revolving Facility ranges
from 0.15% to 0.25%.

Certain of our domestic subsidiaries have guaranteed the Revolving Facility.

8
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

The Revolving Facility contains various restrictions and covenants, including restrictions on our ability and the ability
of our subsidiaries to consolidate or merge, make acquisitions, create liens, incur additional indebtedness or dispose of
assets.

The Revolving Facility includes covenants requiring us to meet certain minimum financial performance thresholds,
including:

A ratio of maximum funded debt to Adjusted EBITDA allowed of not more than 2.5 to 1.

An Asset Coverage Ratio of not less than 1 to 1 for debt to margined assets. For this purpose, a certain percentage of
our accounts receivable and inventory balances are included in margined assets.

As at September 30, 2012, the minimum Adjusted EBITDA allowed for the trailing twelve months was $25 million
for the second quarter of 2012, $35 million for the third quarter of 2012 and is $45 million for all subsequent quarters.
Following the amendment to the Revolving Facility on October 31, 2012, the minimum Adjusted EBITDA allowed
for the trailing twelve months is $40 million for the fourth quarter of 2012 and $45 million for all subsequent quarters.

Note 3. Fair Value Measurements

We measure certain assets and liabilities at fair value on a recurring or nonrecurring basis. We categorize each of our
fair value measurements into one of three levels as follows:

L evel 1: Quoted prices in active markets for identical assets;

Level 2: Quoted prices in active markets for similar assets, which we use to value our certificates of deposit, or
comparable sales, such as quoted market rates for similar contracts. Specifically, we obtain current pricing from the
issuing bank for identical items purchased on the last business day of our reporting period; or

L evel 3: Unobservable inputs that are not corroborated by market data.

Assets and Liabilities Measured at Fair Value on a Recurring Basis

Our financial assets and liabilities that are measured at fair value on a recurring basis comprised the following as of

September 30, 2012 (in thousands):
Fair Value at

Level 1 Level 2 Level 3 September 30,
2012
Money Market Funds $38,591 $— $— $38,591
Stock 186 — — 186
Derivative instruments — assets — 2,219 — 2,219
Total assets at fair value $38,777 $2,219 $— $40,996
Fair Value at
Level 1 Level 2 Level 3 September 30,
2012
Derivative instruments — liabilities $— $(469 ) $— $(469 )
Total liabilities at fair value $— $(469 ) $— $(469 )

Our financial assets and liabilities that are measured at fair value on a recurring basis comprised the following as of
December 31, 2011 (in thousands):

Level 1 Level 2 Level 3 Fair Value at
December 31,

13



Money market funds
Certificates of deposit

Stock

Derivative instruments — assets
Total assets at fair value

9
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$15,275

170

$15,445

$—
3,555
985
$4,540

2011
$15,275
3,555
170

985
$19,985

14
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Fair Value at

Level 1 Level 2 Level 3 December 31,
2011
Derivative instruments — liabilities $— $(1,801 ) $— $(1,801 )
Total liabilities at fair value $— $(1,801 ) $— $(1,801 )

We had no transfers between Level 1 and Level 2 assets and liabilities in the three and nine months ended

September 30, 2012 and October 2, 2011.

The estimated fair values of cash and cash equivalents, accounts receivable, accounts payable, accrued expenses, and
payroll and related expenses at September 30, 2012 and December 31, 2011, approximate their carrying values due to
their short-term nature. The fair value of long-term debt at September 30, 2012 approximates its carrying value.

Note 4. Derivative Instruments
Due to our global operations, we are exposed to foreign currency exchange rate fluctuations in the normal course of
our business. Our treasury policies provide for risk mitigation of the effects of certain foreign currency exposures
through the purchase of foreign exchange forward contracts. Our policy prohibits speculation in financial instruments
for profit on the exchange rate price fluctuation. We enter into foreign exchange forward contracts primarily to
economically hedge the impact of fluctuations of foreign exchange arising from intercompany inventory sales made
to our subsidiaries that are denominated primarily in Euros or British Pounds, customer receivables of our foreign
subsidiaries denominated primarily in U.S. Dollars and Euros and intercompany loans denominated in Euros, Swedish
Krona, Norwegian Kroner, Danish Krone and Canadian Dollars. Our foreign exchange forward contracts are not
designated as hedging instruments for accounting purposes; accordingly, we record these contracts at fair value on our
consolidated balance sheets, with changes in fair value recognized in earnings in the period of the change. The
aggregate notional amounts of the forward contracts we held for foreign currencies were $124.0 million as of
September 30, 2012. Principal currencies we economically hedged include the Euro, British Pound, Brazilian Real,
Canadian Dollar, Mexican Peso, Singapore Dollar, Swedish Krona, Norwegian Kroner and Danish Krone. These
contracts do not contain any credit-risk-related contingent features.
We attempt to manage the counterparty risk associated with these foreign exchange forward contracts by limiting
transactions to counterparties with which we have an established banking relationship. In addition, these contracts
generally settle in approximately 30 days. See Note 3, Fair Value Measurements, for information on the fair value of
these contracts.
The net gain resulting from these contracts recorded in selling, general and administrative expense was approximately
$1.7 million and $0.2 million for the three and nine months ended September 30, 2012, and $4.0 million and $5.3
million for the three and nine months ended October 2, 2011, respectively. We recorded a net asset related to these
contracts of $1.7 million in other current assets as of September 30, 2012, and we recorded a net liability of $0.8
million in accounts payable and accrued expenses as of December 31, 2011.
Note 5. Accounts Receivable, Net
Accounts receivable, net, consisted of the following (in thousands):

September 30, December 31,

2012 2011
Accounts receivable, gross $127,123 $146,682
Less:
Allowance for sales returns 3,523 4,423
Allowance for doubtful accounts 3,099 2,522
Accounts receivable, net $120,501 $139,737

Our allowance for sales returns includes estimated customer returns and other incentives that are recorded as a
reduction of sales. Price exceptions globally are recorded directly to the customers’ accounts instead of an allowance to

15
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gross receivables.

One customer accounted for 27% and 19% of our accounts receivable as of September 30, 2012 and December 31,
2011, respectively.

Note 6. Inventories

10
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Inventories consisted of the following (in thousands):
September 30, December 31,

2012 2011
Raw materials $35,150 $30,485
Service parts 13,787 13,412
Work in process 989 316
Finished goods 53,888 59,409
Inventories $103,814 $103,622

In addition to the inventories described above, we have service parts inventories totaling $4.2 million and $4.3 million
at September 30, 2012 and December 31, 2011, respectively, which are included in our condensed consolidated
balance sheets in Other assets, net.

Note 7. Intangibles

The following table presents the gross carrying amount and accumulated amortization of intangible assets as of
September 30, 2012 (in thousands):

Gross Net Weighted
. Accumulated .

Carrying Amortization Carrying Average

Amount Amount Useful Life
Developed technology $40,200 $19,371 $20,829 7 years
In-process research and development 1,900 207 1,693 8 years
Customer relationships 17,600 2,611 14,989 9 years
Trademarks 5,200 627 4,573 10 years
Lease agreements 2,600 574 2,026 5 years
Total' gc‘qulred intangible assets from Vocollect 67.500 23.390 44,110
acquisition:
Other intangibles 14,432 10,519 3,913 5 years
Total $81,932 $33,909 $48,023

The following table presents the gross carrying amount and accumulated amortization of intangible assets as of
December 31, 2011 (in thousands):

Gross Net Weighted
. Accumulated .

Carrying Amortization Carrying Average

Amount Amount Useful Life
Developed technology $40,200 $9.416 $30,784 7 years
In-process research and development 1,900 — 1,900 8 years
Customer relationships 17,600 623 16,977 9 years
Trademarks 5,200 303 4,897 10 years
Lease agreements 2,600 245 2,355 5 years
Total‘ gc‘qulred intangible assets from Vocollect 67.500 10,587 56.913
acquisition:
Other intangibles 14,459 9,376 5,083 5 years
Total $81,959 $19,963 $61,996

Total amortization expense on intangibles for the three and nine months ended September 30, 2012 was $4.7 million
and $14.1 million, respectively, and $3.3 million and $7.6 million for the three and nine months ended October 2,
2011, respectively. Estimated future amortization expense for intangible assets for the next five years is as follows (in
thousands):
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Year Amount
Remainder of 2012 $5,634
2013 12,352
2014 11,036
2015 8,265
2016 4,924

Note 8. Provision for Income Taxes

In the third quarter, we recorded a tax provision of $1.1 million on foreign earnings and no tax benefit for earnings in
the United States, Singapore and Japan due to losses in those jurisdictions.

Currently, we record valuation allowances in the following jurisdictions: United States, Singapore and Japan. Under
GAAP, a valuation allowance against our deferred tax assets is appropriate if based on the available evidence, it is
more likely than not (defined as a likelihood of more than 50%) that the value of such assets will not be realized in the
future. The valuation of deferred tax assets requires judgment in assessing a number of factors, including the likely
future tax consequences of events we expect to recognize in our financial statements and tax returns, as well as our
historical performance. Key factors we considered include our results for the quarter ended April 1, 2012; we recorded
a pre-tax loss and significantly underperformed relative to our forecast. We also revised our forecast downward in the
first quarter of 2012 for our U.S. and global operations for the remainder of 2012. We concluded that it was more
likely than not that the value of such assets would not be realized, and we recorded a valuation allowance for our U.S.
entities representing the full balance of these assets. The tax provision for the nine months ended September 30, 2012
included a net $206.9 million non-cash charge made in the first quarter of 2012 to record a valuation allowance
against our U.S. deferred tax assets.

A sustained period of profitability in our U.S. operations is required before we would change our judgment regarding
the need for a full valuation allowance against our U.S. deferred tax assets. In the event that we determine in the future
that we expect to benefit from our deferred income tax assets in excess of the net balance at that time, we will make an
adjustment to the deferred tax asset valuation allowance. This will reduce the provision for income taxes in that
period. Until such time, we will offset U.S. profits against our deferred tax assets and will reduce the overall level of
deferred tax assets subject to valuation allowance as a result.

For the jurisdictions where we did not record a valuation allowance, our tax provision includes an estimated annual
effective tax rate from continuing operations of approximately 31%. Our effective tax rate from continuing operations
in those jurisdictions is lower than the U.S. statutory rate of 35% due primarily to lower tax rates and tax incentives in
those jurisdictions.

Note 9. Earnings (Loss) Per Share

Basic earnings (loss) per share are calculated using the weighted average number of common shares issued and
outstanding for the applicable period. Diluted earnings (loss) per share is computed using basic weighted average
shares issued and outstanding plus the dilutive effect of nonvested restricted stock and outstanding stock options using
the “treasury stock” method.

(in thousands, except per share data) Three Months Ended Nine Months Ended

September 30, September 30,

2012 October 2, 2011 2012 October 2, 2011
Net earnings (loss) $7,203 $704 $(272,409 ) $(9,170 )
Weighted-average common shares 60.451 59.796 60.243 59.959

outstanding - basic

18



Edgar Filing: Intermec, Inc. - Form 10-Q

Dilutive effect of nonvested restricted

shares and stock options 128 101 o o
Welghted—average shares outstanding - 60.579 59.897 60.243 59.959

diluted

Basic earnings (loss) per share $0.12 $0.01 $(4.52 ) $(0.15 )
Diluted earnings (loss) per share $0.12 $0.01 $(4.52 ) $(0.15 )

Our calculation of diluted earnings (loss) per share excludes approximately 3,441,000 and 3,439,000 stock options for
the three and nine months ended September 30, 2012; and approximately 4,115,000 and 4,086,000 shares for the three
and nine months
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ended October 2, 2011, because their inclusion would have been anti-dilutive. The stock options excluded for the
three-month periods ended September 30, 2012 and October 2, 2011 had exercise prices that exceeded the average
market price of our stock during the respective periods. All outstanding stock options, regardless of exercise price,
were excluded for the nine-month periods ended September 30, 2012 and October 2, 2011, due to the net loss
recorded for each such period. In periods where net earnings are reported, these options may become dilutive if the
average market price of our common stock exceeds the exercise price of the outstanding options.

Note 10. Stock-Based Compensation

A summary of stock-based compensation expense related to director and employee stock options, Restricted Stock
Units (“RSU”), Performance Stock Units (“PSU”), and Employee Stock Purchase Plan (“ESPP”) for the three and nine
months ended September 30, 2012 and October 2, 2011 is as follows (in thousands):

Three Months Ended Nine Months Ended

September 30, September 30,

2012 October 2, 2011 2012 October 2, 2011
Cost of revenue $63 $63 $189 $189
Selling, general and administrative 1,582 2,747 4,581 6,976
Total $1,645 $2,810 $4,770 $7,165

For the three and nine months ended September 30, 2012, we granted to employees 20,000 and 606,855 options,
respectively, with a weighted-average grant-date fair value of $2.78 and $2.73 per option, respectively, which will
vest annually in equal quantities over three years from the date of grant.

Stock compensation expense for the nine months ended September 30, 2012 was reduced by $1.9 million primarily
due to forfeitures related to the departure of our former Chief Executive Officer ("CEO").

Note 11. Segment Reporting

We have three reportable segments: Intermec-branded products, Intermec-branded services, and Voice solutions.
Intermec-branded services and Voice solutions each comprise two reporting units. Intermec-branded services are
divided into: Core Service and Intermec Global Solutions (“IGS”). Voice solutions contains the Supply Chain (“VSC”)
and Healthcare (“VHS”) reporting units.

We have two measures of segment performance: revenue and gross profit. Performance and resource allocation are
primarily measured by sales and standard gross profit. All other earnings, costs, and expenses are aggregated and
reported on a consolidated basis. Our CEO, who is our chief operating decision maker, evaluates revenue performance
of product lines, both domestically and internationally. However, operating, strategic, and resource allocation
decisions are based primarily on the overall performance of our operating segments. It is not practicable to segregate
total assets by segment. Our operating segments have distinct products and services, and therefore intersegment
revenues are minimal.

In the third quarter of 2012, we recorded an additional goodwill impairment charge of $0.5 million, as a result of
finalizing our first quarter 2012 Step 2 impairment test for our VSC reporting unit, which is included in our Voice
Solutions operating segment. Also during the third quarter of 2012, we adjusted our previously estimated impairment
charge of $0.8 million taken in the second quarter of 2012 for our VHS reporting unit, which is included in our Voice
solutions operating segment, by $0.7 million as a result of finalizing our Step 2 impairment test.

For the nine months ended September 30, 2012, total goodwill impairment charges were $41.2 million and $0.1
million for our VSC and VHS reporting units, respectively, which are included in our Voice solutions operating
segment. There were no such impairments recorded in the nine months ended October 2, 2011. See Note 16, Goodwill
and Other Long-lived Assets for further discussion of our goodwill impairments.
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Segment Products and Services

Our three operating segments provide our customers with the following products and services:

Design, development, manufacture, sale and
Intermec-branded products

resale of mobile computing

products, and RFID products and license fees.

Intermec-branded services

Managed services, customer support, product maintenance and professional

services related to products, and systems integration.

Voice solutions

Voice data, collection terminals, and professional services related to these

products.
Revenues and gross profit by operating segments were as follows (in thousands):
Three Months Ended
ggll’tzember 30, October 2, 2011
Revenues:
Intermec-branded products $130,033 $145,818
Intermec-branded services 33,638 35,203
Voice solutions 29,150 30,784
Total $192,821 $211,805
Gross profit:
Intermec-branded products $50,192 $59,896
Intermec-branded services 12,504 10,544
Voice solutions 17,288 17,415
Total $79,984 $87,855
Revenues by product lines were as follows (in thousands):
Three Months Ended
ggll’tzember 30 October 2, 2011
Intermec branded:
Systems and solutions $92.641 $102,139
Printer and media 37,392 43,679
Service 33,638 35,203
Voice solutions 29,150 30,784
Total $192,821 $211,805
Revenues by region were as follows (in thousands):
Three Months Ended
gg‘l’t;mber 30, October 2, 2011
North America $104,008 $107,073
Europe, Middle East and Africa (EMEA) 50,184 64,710
Latin America and Mexico (LATAM) 27,365 23,648
Asia Pacific (ASIAPAC) 11,264 16,374
$192,821 $211,805

products, bar code scanners, wired and wireless bar code printers and label media

Nine Months Ended

September 30,

2012 October 2, 2011
$382,983 $433,001
103,335 107,365

87,132 71,040

573,450 $611,406
$134,354 $172,364
40,521 36,357

50,231 38,745
$225,106 $247.,466

Nine Months Ended

September 30,

2012 October 2, 2011
$271,371 $301,183
111,612 131,818
103,335 107,365

87,132 71,040
$573,450 $611,406

Nine Months Ended

September 30,

2012 October 2, 2011
$296,843 $292,608
160,689 200,635

73,864 69,994

42,054 48,169
$573,450 $611,406
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One customer represented 23% and 20% of total Company revenues for the three and nine months ended
September 30, 2012, and one customer represented 21% and 22% of total Company revenues for the three and nine
months ended October 2, 2011. Revenues from this customer are reported within each of our segments.
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Note 12. Product Warranties
The following table summarizes our warranty liability activity included in current liabilities, for the nine-month period

ended September 30, 2012 and the year ended December 31, 2011, respectively (in thousands):

September 30, December 31,

2012 2011
Beginning balance $4,853 $2,555
Vocollect addition at acquisition — 948
Payments or parts usage (4,404 ) (5,867 )
Additional provision 4,511 7,217
Ending balance $4,960 $4,853

Note 13. Commitments and Contingencies

Guarantees and Indemnifications

We have entered into a variety of agreements with third parties that include indemnification clauses, both in the
ordinary course of business and in connection with our divestitures of certain product lines. These clauses require us
to compensate these third parties for certain liabilities and damages that may be incurred by them. Fair value of
guarantees is required to be recorded as a liability. We do not believe that we have any significant exposure related to
such guarantees and therefore have not recorded a liability as of September 30, 2012 or December 31, 2011. We have
not made any significant indemnification payments as a result of these clauses.

In the three and nine months ended September 30, 2012, we recorded $0.1 and $2.0 million, respectively, in
engineering fees related to take-or-pay purchase commitment agreements. We expect to make these payments during
2012 and 2013.

Commitments

During the third quarter of 2012, we shipped products with a total selling price of $9.4 million to a third-party
financing company who entered into a three-year operating lease with an end-user customer. We received an up-front
payment of $3.9 million and expect to collect the remaining purchase price over the next two years. The collection of
these payments over the next two years is contingent on the end user's ability to make payments to the third-party
financing company. Due to the substantial risks of ownership retained in the assets, we have recorded the transaction
as a financing transaction and have recognized a financing lease obligation related to the up-front payment. We will
recognize operating lease revenue ratably over the three year lease term. When we no longer retain substantial risks of
ownership, we will recognize the remaining payments and profit into income, and will fully depreciate the net book
value of the assets sold, which we expect to occur in August 2014. The financing element of the transaction is
recorded as interest expense.

At September 30, 2012, the carrying amount of the assets totaled $6.0 million and is recorded within Property, plant
and equipment, net on the Condensed Consolidated Balance Sheets. The assets will be depreciated using the
straight-line method over the useful lives.

Legal Matters

We currently, and from time to time, are subject to disputes, claims and lawsuits arising in the ordinary course of
business. With the exception of certain cases involving intellectual property described below, the external legal costs
incurred in these matters are expensed. These matters include claims by third parties against us for amounts allegedly
owed to them as well as counterclaims against us in cases where we have made claims against third parties.
Resolution of these disputes could result in the write down or write off of accounts receivable or the payment of
damages. The ultimate resolution of such matters is inherently subject to uncertainty. An adverse outcome in certain
of these matters could result in a material charge in the period in which the matter is resolved. However, we currently
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do not expect the ultimate resolution of pending proceedings and disputes to have a material effect on our business,
financial condition, results of operations or liquidity.

One of our pending lawsuits involves the defense of our patents; the external legal costs incurred in this matter are
capitalized. We capitalize external legal cost