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TO 
OUR

SHAREHOLDERS:

In fiscal year 2015, we executed our strategic plan to 

grow our business and to make strategic investments 

for the future.  We continued to invest in growth and our 

worldwide infrastructure, and did so while delivering a 

return on invested capital in the mid-teens.

Throughout the year, we accomplished several key 

initiatives.  We grew top-line sales at or above market 

rates, while keeping our value-added gross and 

operating profit margins.  We expanded our international 

communications business with the acquisitions of two 

value-added distributors.  We successfully implemented 

our new SAP Enterprise Resource Planning (ERP) 

system and now have more than 80% of our business 

on a global platform for growth.  And we returned cash 

to shareholders through share repurchases.

We are making investments where we see opportunities 

for profitable growth and shareholder value creation.  

Our commitment to our core business model of value-

added distribution, with a laser focus on serving our 

vendors and customers better than anyone, makes  

this possible.   

2015 PERFORMANCE HIGHLIGHTS

This focus is reflected in our fiscal year 2015 performance 

– a year of good progress and investment in our future:

•  We achieved record net sales of $3.2 billion, up 10% 

for the year, with growth in both segments.

•  Our gross profit margin of 10.2% exceeded 10%, 

consistent with our historic results. 

•  Our non-GAAP operating margin1 of 3.5% and 

ROIC1 of 14.6% signaled a solid year of financial 

performance.  

•  Our strategic acquisitions of Imago in Europe and 

Network1 in Brazil/Latin America helped accelerate 

our growth in international communications and 

brought tremendous management talent and 

operational scale to these regions.

•  In February, we accomplished the successful go-live 

of our SAP ERP system in Europe. After the fiscal 

year end, in July, we implemented our SAP ERP 

system in North America.  Our team’s dedication and 

e¢ort resulted in an on-time, on-budget go-live in 

both geographies in 18 months.

•  We generated operating cash of $76 million for fiscal 

year 2015 and invested $99 million in acquisitions 

(including repayment of debt), $21 million in capital 

expenditures, and $19 million in share repurchases.

•  We continued to execute on our capital allocation 

strategy that includes strategic acquisitions and 

returning cash to shareholders through share 

repurchases.

After the end of fiscal year 2015, in September, we 

completed the acquisition of KBZ, a leading Cisco 

videoconferencing distributor in the United States.  

With a strong services o¢ering and a specialized public 

sector team, KBZ is a strong addition to our Cisco 

business.  We are excited to have KBZ’s Vice President 

Kyle Zorzi, along with its 75 employees, join ScanSource. 

SCANSOURCE, INC. (NASDAQ: SCSC) is the leading international value-added distributor (VAD) of 

specialty technology products, focusing on point-of-sale (POS), barcode, physical security, 3D technology, voice, video, and 

data networking solutions. ScanSource’s teams provide value-added services and operate from two technology segments:

• Worldwide Barcode and Security

• Worldwide Communications and Services

ScanSource is committed to helping its reseller customers choose, configure, and deliver the industry’s best products across 

almost every vertical market in North America, Latin America, and Europe. 

With fiscal year 2015 net sales of $3.2 billion, ScanSource has approximately 2,100 employees worldwide and is a Fortune 

1000 company. 

OUR VALUE-ADDED SERVICES
We di�erentiate ourselves by providing our resellers and vendors an array of value-added services and business tools, including:

• Sales Expertise

• Focused Product Management Teams

• Business Development Teams

• Technical Support/Solution Consultants

• Proprietary Pricing, Quoting and Configuration Tools

• Custom Configuration Services

• Education and Training 

• Vendor Certifications

• Product Returns Management

• Reseller Financial Services

• Partner Enablement Programs

• Strategic Marketing Services

• Network Assessments and WiFi Services

• Payments/EMV Support

• As a Service Solutions Suite

• Programming and Implementation

• Proprietary Mobile Apps

• Cloud Services
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1  See page 30 for additional information 
on these non-GAAP measures, including 
reconciliations and our reasons for providing 
these measures and limitations on their use.
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United States
75 employees

September 2015

Brazil/Latin America
400 employees

January 2015

Europe 
120 employees

September 2014

73%
US and
Canada

27%
International

NET SALES BY GEOGRAPHY 
FISCAL YEAR 2015

In the United States, our payment processing hardware 

business grew significantly throughout the year.  The 

October 2015 liability shift from credit card issuers, 

and preparation for contactless payment systems like 

Apple Pay, should continue to drive demand for near 

field communication (NFC) and Euro, MasterCard, Visa 

(EMV) capable terminals. ScanSource has been planning 

for this market change and is committed to helping our 

reseller partners be ready through tools, programs and 

o¢erings. 

Our physical security business grew 11% year-over-

year, led by strong growth in wireless and networking.  

The ongoing technology change for video surveillance 

cameras from analog to IP-based systems has 

contributed to our success.  In the second half of the 

year, we launched an outdoor wireless initiative and 

began selling cabling and connectivity products.

Late in fiscal year 2014, we launched 3D technology 

as a new product category.  While the 3D technology 

market is large and fast-growing, it is still early in the 

development of the 3D technology channel. We are 

identifying which market segments will need resellers 

and which ones will buy direct from the manufacturers.  

We are recruiting new resellers both from our existing 

POS and Barcode customers looking for new market 

opportunities, and from traditional computer-aided 

design resellers. 

Worldwide Communications and Services

Our Worldwide Communications and Services 

segment represented 41% of ScanSource’s sales for 

fiscal year 2015.  This included two acquisitions of 

value-added communications distributors: Imago in 

Europe (September 2014) and Network1 in Brazil/

Latin America (January 2015).  Net sales increased 

25% for the year, or a 9% increase in constant currency 

excluding acquisitions.  ScanSource Communications in 

North America had a record sales year, led by strong 

performance with our top vendors.  In addition, our 

networking and wireless business continues to be a 

very strong product segment for ScanSource.   

A key element of the growth strategy for this business 

is to expand our vendor relationships across other 

TECHNOLOGY SEGMENTS:   
VALUE-ADDED FOCUS

With our specialized technology segments, our 

worldwide teams have shared resources and strategies 

on how to continue to provide more value to our vendor 

and reseller partners.  

Worldwide Barcode and Security

Worldwide Barcode and Security, our largest segment 

at 59% of net sales, achieved record sales for the year.  

Net sales increased 2% for the year, or 6% in constant 

currency.  It was a strong year for big deals for our 

POS and barcode business units in North America and 

Europe – a good sign of growth in the marketplace.  

In local currency, our Brazil business unit grew the 

fastest at approximately 14%, but a decline of 2% when 

translated into US dollars. This illustrates the foreign 

currency headwind from a significantly stronger US 

dollar.  The final earn-out period for our 2011 acquisition 

of CDC occurred this year, and the earn-out structure 

worked well.  We believe that we achieved our internal 

return objectives for this acquisition.  In addition, we 

are pleased that Alex Conde, who joined ScanSource 

with the purchase of CDC, has been named President of 

ScanSource POS and Barcode for all of Latin America.

We have made investments in three specific growth 

areas: payment processing, physical security, and  

3D technology.

geographies by providing the right set of value-added 

programs and services to our customers. A great example 

of this is Polycom, a key vendor that named ScanSource 

its Global Distributor of the Year for the eleventh time. 

Imago is Polycom’s largest distributor in Europe, and 

Network1 distributes Polycom in Latin America. 

We are starting to roll out new cloud o¢erings that have 

been developed with our key vendor partners.  With 

these o¢erings, we are able to o¢er both premises 

and as-a-service solutions, giving customers greater 

flexibility in their unified communications o¢erings.  

In the second half of the year, we also launched new 

vendors, including Mitel in the United States and 

Canada, and Unify in the United Kingdom, Belgium,  

and Luxembourg. 

Our team continues to o¢er value-added services to 

assist our customers’ e¢orts in developing sales leads, 

streamlining operations, implementing services, and 

training. These services drive net sales for our product 

lines and o¢er a di¢erentiated approach to selling 

hardware.  A specific example is increased custom 

configuration activity, led by key injection services, 

phone provisioning, and security cameras.

STRATEGIC ACQUISITIONS OF LEADING COMMUNICATION VADs
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LOOKING 
AHEAD:  

PROFITABLE GROWTH

The actions we took in fiscal year 2015 strengthened our 

position to lead our specialty technology markets over 

the long-term, and we are excited about the opportunities 

ahead. Our priorities for fiscal year 2016 include:

•  Profitable Growth. We create value for our 

shareholders by growing faster than the market, 

while also keeping our non-GAAP operating margins 

consistent with our historical performance. Our 

growth plans include expanded product o¢erings 

and continued expansion in markets that we 

currently serve.

•  Strategic Acquisitions. We remain disciplined and 

interested in acquisition opportunities that meet our 

strategic and financial goals.  Our recently-completed 

acquisition of KBZ aligns with our business plan, 

value-added distribution model, and focus on growing 

bottom-line profitability.

•  Capital Allocation. We continue to execute on our 

capital allocation plan that includes investing in organic 

growth for our businesses, strategic acquisitions, and 

share repurchases. We expect to continue to move 

toward a goal of a more optimal capital structure with 

leverage of at least one times EBITDA. 

•  Global ERP Platform. With the implementation of 

our SAP ERP system in Europe and in North America, 

completed in early July, we now have more than 80% 

of our business worldwide using our global SAP ERP 

platform.  We expect to see benefits from a flexible 

and scalable system that uses global best practices 

and supports our growth.   

•  ROIC.  We measure ourselves using ROIC and would 

expect any growth strategy to produce ROIC in the 

mid-teens or better.  

At ScanSource, we continually search for new ways to 

help our customers succeed and grow their businesses.  

We can do this because of our people. Our 2,100 

employees worldwide — an exceptionally talented and 

dedicated group — make the di¢erence.  I want to thank 

our worldwide team for their focus, determination and 

passion. We have a team that truly cares and makes 

ScanSource a great place to work.

Since our founding, the ScanSource team has 

demonstrated its caring spirit by giving back to our 

communities. As an example, in 2005 ScanSource 

partnered with DonorsChoose.org, a crowdfunded non-

profit, to help classrooms in South Carolina.  A decade 

later, in 2015 ScanSource teamed with Stephen Colbert 

and Share Fair Nation with a surprise announcement to 

fund nearly 1,000 projects for more than 800 teachers 

at over 375 schools in South Carolina.

We are excited about what we accomplished this year 

and the plans we’ve put in place. With our vendor 

partners, reseller customers, and worldwide ScanSource 

team, we are well-positioned to grow our business and 

deliver profitable growth.

Thank you for your support of our plans and your 

continued investment in ScanSource.

Sincerely,

Michael L. Baur

CEO, ScanSource, Inc.

September 30, 2015

 Mike Baur

CEO, ScanSource, In
c.
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