Dionex
Driving Innovation for
Market Leadership

Dionex Corporation
Annual Report 2005

Dionex is driving innovation for market leadership. Building on our
base of core competencies, we provide liquid chromatography and
separations solutions to our customers in the environmental, life
sciences/pharmaceutical, chemical/petrochemical, food/beverage,
electronics and power markets. Our customers require expertise
in separation chemistry, where Dionex has led the industry for more
than a quarter century. Our customers rely on our application and
method development support to assist them with their separation
needs. We also provide them with state-of-the-art chromatography
data management capabilities, one of our core competencies.
Investing in R&D and our global business, we positioned Dionex to
succeed in 2005 and for years to come.
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Financial Highlights
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To Our Shareholders
Dionex achieved record sales and earnings in fiscal year 2005, continuing to show strong growth. The record
performance was driven by our two major product lines, ion chromatography (IC) and high performance liquid
chromatography (HPLC). Dionex innovations took center stage in fiscal 2005, with the Company introducing the
largest number of new products in a given year in its history. All of these new products were well received by the
industry and our customers.
Fiscal 2005 was not without challenges. The year started strongly in the first half with a good performance across
all our major markets and regions. Growth in the second half was slower, primarily due to a softer demand in the
life sciences market and a challenging comparison with last year’s nonrecurring sales in Japan that arose from new
drinking water analysis regulations.
Financial Review After surpassing $250 million in sales last year, we exceeded the $275 million mark in fiscal
2005, hitting sales of $279 million. Sales grew by 8% compared with fiscal 2004. Operating income grew 5% to
$64.7 million, as we spent $4.8 million on our Sarbanes Oxley Section 404 internal controls testing and certification
efforts. Diluted earnings per share were $2.13, an increase of 13% compared with diluted earnings per share of
$1.89 reported last year. Our cash flow from operations was strong in fiscal 2005, totaling $57 million for the year,
or 20% of sales. Our total assets increased to $238 million as a reflection of our strong operating results. Total
stockholders’ equity was $183 million at the end of fiscal 2005.
Sales in North America, Europe and Asia/Pacific regions each showed growth this year. North American sales
grew in the mid-single digits in fiscal 2005. Sales in Europe increased by 12.7% in reported dollars and mid-single
digits in local currency. Asia/Pacific grew in the low-single digits in both reported dollars and in local currency due to
nonrecurring revenues of $8 million reported in Japan last year. These sales, related to new drinking water analysis
regulations enacted in Japan early in 2004, had a dramatic impact on the sales growth in the Asia/Pacific region this
year. Excluding those one-time sales, Asia/Pacific sales showed growth of 15% in reported dollars.
Dionex continued to operate virtually debt-free. The non-cash working capital remained strong at $49 million.
We did not make as much progress as planned on our ongoing initiatives to improve inventory turns and reduce the
time our receivables remained outstanding, mainly due to our focus on implementing the SOX Section 404 related
requirements. However, we believe that we shall make further progress in working capital management again in fiscal
2006. On June 30, 2005, our balance sheet showed cash, cash equivalents and short-term investments of $54
million. During fiscal 2005, we used cash generated from operations to repurchase more than 1.3 million shares of
our common stock for a total of $66.7 million.
Product Introductions In fiscal 2005, we again demonstrated our commitment to drive innovation by introducing
a number of new products in our IC and HPLC product lines. Our emphasis focused on providing our customers
with ease-of-use solutions to increase productivity and time-to-market, to improve the efficiency and quality of their
processes, and to achieve and maintain regulatory compliance.
For IC, we introduced the ICS-3000 premier ion chromatography system. The ICS-3000 provides options for
dual pump capabilities, allowing chemists to potentially double their productivity with a single instrument. This
new Reagent-Free™ IC (RFIC™) system offers a series of automation features and advantages such as enhanced
eluent generation, autosampling, temperature control, front panel accessibility, at-instrument tablet PC control, etc.
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The ICS-3000 won Instrument Business Outlook’s First Place New Product and 2005 Industrial Design Gold
awards, an Editors’ Choice Silver Award as one of the best new products launched at Pittcon 2005, and earned
a design award from Business Week.
Expanding our RFIC products, we introduced the carbonate/bicarbonate eluent generator and the Carbonate
Removal Device (CRD). These introductions broadly expand the benefits of our RFIC technology to applications
requiring carbonate/bicarbonate eluents, thus allowing IC analyses to be accomplished with greater speed,
efficiency, reproducibility and reliability. We also introduced electrolytic suppressors that allow mass spectrometry
to be optimally integrated with IC . Rounding out our IC introductions in fiscal 2005 were the IonPac ® AS20 ,
AS21, Fast Anion III and Cryptand C1 columns for optimal analysis of perchlorate in drinking water and of other
important ionic analytes.
For nano/capillary flow HPLC, we introduced the UltiMate™ 3000. With advances in flow delivery, flow control and
autosampling the UltiMate 3000 offers superior nano, capillary and micro flow LC performance. The UltiFlow™
electronically controlled active flow splitting technology delivers a constant and highly reproducible flow rate down to
low volumes of 50 nL/minute, providing superior versatility and reproducibility for the analysis of even the smallest
samples. This makes the U-3000 the LC front-end of choice for critical LC-MS applications as found in proteomics
and life sciences laboratories analyzing proteins and peptides.
We also introduced a number of new columns in fiscal 2005 for critical small-molecule and bio-molecule
separations. These columns include the Acclaim® OA for the analysis of organic acids, the Acclaim Surfactant for a
broad range of surfactants, the Acclaim PolarAdvantage II for polar molecules, the DNAPac PA200 for nucleic acids
and the ProPac IMAC-10 for certain classes of proteins. We believe these consumable products strengthen Dionex’s
market position by providing advanced solutions, especially for critical applications in life sciences and pharmaceutical,
environmental, chemical and petrochemical, and food and beverage laboratories.
One of the key concerns of our customers is to meet the ever-growing challenges in laboratory data management.
As laboratory productivity increases, so does the need to analyze, report and manage the data being generated.
In fiscal 2005, we introduced a new version of our Chromeleon® software to provide the industry with an even-morepowerful data management system. Chromeleon 6.7 delivers greater capabilities in multi-vendor control of instruments,
data reporting and regulatory compliance.
Another new software capability we introduced this year is Gradient Virtual Column™. This “separation simulator”
allows chemists to use a software model to simulate and optimize their applications and assays, determine the best
column for their gradient analysis and decide on the best chromatographic conditions.
Looking Forward Our latest product introductions demonstrate our continued commitment to innovation and R&D.
It is our objective to be recognized as the innovation leader in the global LC market. With our previous product
offerings and our introductions in fiscal 2005, we have the broadest and most current product offering in our history,
for both IC and HPLC. We believe that these products position us for continued growth.
With our global presence, our innovation drive and our strong, flexible balance sheet, we believe the Company
is poised for another strong year in fiscal 2006. We look forward to reporting our progress in the coming year and we
thank you for your interest and support.

Lukas Braunschweiler, Ph.D., President and Chief Executive Officer
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Driving Innovation for Market Leadership
Dionex leverages its expertise in chemistry and data management to drive innovation in specific markets and
geographies. Our dedication and focus on liquid chromatography technology has resulted in a solid leadership
position. And with leadership comes responsibility: the responsibility to bring to market products that break new
ground and consistently achieve excellence; the responsibility to serve diverse customers, enabling them to raise
standards and increase productivity; the responsibility to grow sales and earnings, and provide consistent results.
Orders by Market Segments Dionex serves six market segments. The two largest are life sciences/pharmaceutical and environmental, followed by chemical/petrochemical, food/beverage, electronics and power. We not only
provide instrumentation to the customers in these market segments but also the applications expertise and support
they need to succeed. The relationships we forge with our customers ensure continued growth.
Sales by Geography With a balanced global presence and distributors in dozens of countries, Dionex is
positioned to grow its sales worldwide. Our sales and service centers are located throughout North America, Europe
and Asia. Headquartered in Sunnyvale, California, Dionex has subsidiaries in Australia, Austria, Belgium, Canada,
China, Denmark, France, Germany, India, Italy, Japan, Korea, the Netherlands, Switzerland and the United Kingdom.

Orders by Market Segments

Sales by Geography
North America

Environmental
Life Sciences/Pharmaceutical
Chemical/Petrochemical
Food/Beverage
Electronics
Power

Europe
Asia/Pacific and Other
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Sales by Product Type Dionex innovation is manifest in our instruments, consumables, chromatography

software and service products that we offer our customers. Together, these offerings make up a complete solution
that our customers need and that have made Dionex a model of the separations science industry.
Sales by Product Line Dionex is known for pioneering ion chromatography, and our leadership in the IC market
is reaffirmed with new innovations each year. Our continued growth in HPLC makes us a broader-based liquid
chromatography company. Scientists involved in proteomics, pharmaceuticals and biotechnology rely on Dionex for
our LC technologies.

Sales by Product Type
Systems
Consumables
Data Management
Service

Sales by Product Line
IC
ASE
HPLC
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Market Leadership
Markets
Environmental Scientists monitor impurities in drinking water, ground
water and wastewater at trace levels. Pollutants such as bromate and
perchlorate are evaluated using Dionex methods according to rules
published by the U.S. Environmental Protection Agency. Laboratories at
the world’s leading agribusiness companies use our systems to test
cutting-edge fungicides and herbicides. Our instruments can help keep
agrochemicals at safe levels and allow scientists to piece together
climatic mysteries of the past from glacial ice.
Life Sciences/Pharmaceutical Rapid advances in biotechnology and

pharmaceutical research demand increasingly sophisticated analysis
and purification methods. Pharmaceutical companies now use Dionex
systems in drug discovery and purification, while remaining compliant
with rules published by the U.S. Food and Drug Administration. Our
capabilities allow research scientists to work with minute amounts
of biological sample, enabling proteomics and protein analyses that
previously were not possible.
Chemical/Petrochemical Dionex products are used for a broad range
of applications in the production of chemicals, petrochemicals and
petroleum products, dyes, inks, paint and plastics. Dionex systems are
used to control deposit formation and corrosion in production equipment,
to analyze the quality of feedstock and finished products, and to provide
detailed information on chemical processes and plant efficiency.
Food/Beverage The analysis and quality control of foods and bever-

ages is one of the most challenging areas of analytical chemistry. The
chemical structures of foods are often very complex, and analytes of
interest may only be present at trace levels. Traditional wet chemistry
methods may be susceptible to interferences due to lack of detection
specificity, sensitivity and resolution. Dionex instruments automate and
speed up many of the sample preparation and clean-up procedures
required in food analysis.
Electronics Manufacturing (including microelectronics) has grown into
one of the largest industries in the United States, Japan, Korea, Taiwan,
China and Western Europe. The end-products of this industry are critical
components in computers, satellite communications, telephone networks,
missile guidance systems, consumer electronics and medical instruments.
Dionex makes it possible to measure trace contaminants throughout
the fabrication process, determine major constituents of process materials
and chemicals, and monitor ultrapure water and wastewater.
Power Power plants must distinguish between corrosive and noncorrosive contaminants in cooling water and steam, identify and eliminate
sources of corrosion, optimize and extend the lifetime of certain resins,
and maintain the right balance of ions. These each involve determinations
using our instruments. In this way, Dionex can help to minimize power
plant downtime due to corrosion, parts failures and parts replacement,
and chemical cleaning. This translates to enormous cost savings for
power plants and for all people and businesses that depend on power.
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Products
Chromatography Data Management Software Chromeleon sets the

industry standard for chromatography software. It is much more than
just a data system; Chromeleon is a complete solution for managing
chromatography systems, workflow, raw data and results. From sample
management to instrument automation, from analysis to reporting and
data management, Chromeleon maximizes productivity by streamlining
the path from inquiry to access. Chromeleon has the power, usability, and
adaptability to meet our customers’ needs, now and far into the future.
Ion Chromatography (IC) As a means to determine ions in complex
chemical mixtures, Dionex introduced IC in 1975. We have been the

world leader ever since, providing the full range of ion analysis instruments
to our customers. From compact, dedicated ion analyzers to highend, modular RFIC systems, Dionex pursues IC technology relentlessly,
pushing for new innovations and new benefits for the customers that
rely on us. The award-winning, new ICS-3000 is the most advanced
example of our IC innovation. Laboratories that use IC exist in each
of our target markets.
High Performance Liquid Chromatography (HPLC) HPLC is the

technology of choice for separation and quantification of many types of
molecules. Our Summit® X2 systems and APS autopurification series
address the traditional and high-productivity HPLC markets and are
known for precision, accuracy, sensitivity and reliability. They combine
advanced pump technology, state-of-the-art autosampling and a variety
of sensitive detection options. The UltiMate 3000 nano and capillary
LC system is the most versatile front-end separation system for ESI/MS,
MALDI-TOF and related MS-coupled analysis. Minute amounts of
sample can be easily analyzed with zero sample loss. The UltiMate 3000
is the instrument of choice for 2-D protein separations.
Accelerated Solvent Extraction (ASE) The ASE 100, ASE 200 and
ASE 300 extract solid and semisolid samples using conventional liquid

solvents at elevated temperature and pressure. Increased temperature
accelerates the extraction kinetics, while elevated pressure keeps the
solvent below its boiling point, reducing to only a few minutes the
duration of extractions that traditionally took hours. This technique meets
all of the requirements for extraction under U.S. EPA SW-846 Method
3545A for Pressurized Fluid Extraction. ASE can be used to save solvent
and time by replacing Soxhlet, sonication, wrist shaking and other
extraction techniques. This year Dionex introduced the SE solvent
evaporation systems to further speed sample preparation.
Chemistries To make our separation solutions as powerful as they

can be, Dionex offers polymeric and silica-based ion-exchange and
reversed-phase separation chemistries and columns for IC and HPLC
applications. These include the IonPac columns for IC and the DNAPac®,
CarboPac™ and ProPac® as well as Acclaim, PepMap™ and Monolithic
capillary columns for HPLC. In addition, IC also requires suppressors,
such as SRS® and Atlas®, and eluent generation cartridges.
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Management’s Discussion and Analysis of Results of Operations
and Financial Condition
Dionex achieved record sales and earnings in fiscal year 2005, continuing to show strong growth. The record performance
was driven by our two major product lines, ion Chromatography (IC) and high performance liquid chromatography
(HPLC). Dionex innovations took center stage in fiscal 2005, with the company introducing the largest number of new
products (ICS-3000 premier ion chromatography system; Carbonate/bicarbonate eluent generator and the Carbonate
Removal Device (CRD); and the UltiMate 3000 nano/capillary/micro-flow) in a given year in its history. All of these new
products were well received by the industry and our customers. Fiscal 2005 was not without challenges. The year
started strongly in the first half with good performance across all our major markets and regions. Growth in the second
half was slower, primarily due to a softer demand in the life sciences market and a challenging comparison with last
year’s nonrecurring sales in Japan that arose from new drinking water regulations.

Results of Operations

The following table summarizes the Company’s consolidated statement of income items for the last three fiscal years
as a percentage of net sales.
2005

2004

2003

100.0%
32.9

100.0%
34.4

100.0%
34.1

67.1

65.6

65.9

36.7
7.2

34.4
7.4

35.6
7.9

Total operating expenses

43.9

41.8

43.5

Operating income
Interest income, net
Write-off of a non-affiliate investment
Other income/(expense)

23.2
0.4
—
0.2

23.8
0.2
—
(0.1)

22.4
0.1
(1.0)
0.1

Income before taxes
Taxes on income

23.8
7.5

23.9
7.9

21.6
7.0

Net income

16.3%

16.0%

14.6%

YEARS ENDED JUNE 30

Net sales
Cost of sales
Gross profit
Operating expenses:
Selling, general and administrative
Research and product development

Net Sales In fiscal 2005, Dionex reported net sales of $279.3 million, an increase of 8% compared with the $258.8

million reported in fiscal 2004. Sales in fiscal 2003 were $214.9 million. The Company is subject to the effects of
foreign currency fluctuations that have an impact on net sales and gross profits. Currency fluctuations increased net
sales by 4% in fiscal 2005, by 8% in fiscal 2004 and by 7% in fiscal 2003.
The increase in net sales from fiscal 2003 to fiscal 2004 and from fiscal 2004 to fiscal 2005 was the result of increased
sales in all of the major geographic regions in which the Company does business. Growth rates for the last two fiscal
years are indicated in the tables below:
PERCENTAGE INCREASE IN NET SALES

Total:
By geographic region:
North America
Europe
Asia/Pacific

FROM FISCAL 2004
TO FISCAL 2005

FROM FISCAL 2003
TO FISCAL 2004

8%

20%

6%
13%
3%

6%
19%
48%
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and Financial Condition
FROM FISCAL 2004
TO FISCAL 2005

FROM FISCAL 2003
TO FISCAL 2004

Total:

4%

12%

By geographic region:
North America
Europe
Asia/Pacific

5%
5%
2%

4%
5%
40%

PERCENTAGE OF GROWTH IN NET SALES EXCLUDING CURRENCY FLUCTUATIONS

Net sales in North America grew 6% in reported dollars (5% net of currency fluctuations) from 2004 to fiscal 2005
primarily as a result of a strong first half of the fiscal year. Net sales in Europe grew 13% in reported dollars (5% net
of currency fluctuations) from fiscal 2004 to fiscal 2005 as a result of strong demand from our environmental and food
and beverage customers, offset in part by weaker demand from some our larger pharmaceutical company customers
in the region in the second half of the fiscal year. Net sales in the Asia/Pacific region grew 3% in reported dollars
(2% net of currency fluctuations) as a result of strong sales growth in China, Korea, Australia and India, offset by lower
net sales in Japan. In Japan, net sales were higher than usual in fiscal 2004 as a result of incremental non-recurring
sales of approximately $8 million resulting from new drinking water analysis regulations enacted in Japan in 2004. In
fiscal 2004, sales grew in all three geographies due to new IC products introduced at the end of fiscal 2003. Asia/Pacific
also benefited from the non-recurring sales in Japan.
Sales outside North America accounted for 72% of net sales in fiscal 2005, 71% in fiscal 2004 and 67% in fiscal 2003.
The Company sells directly through its sales forces in the United Kingdom, Germany, Italy, France, the Netherlands,
Belgium, Switzerland, Austria, Denmark, Japan, China, Korea, Australia, Canada and the United States. Direct sales
accounted for 91% of net sales in fiscal 2005, compared with 91% in fiscal 2004, and 92% in fiscal 2003. International
distributors and representatives in Europe, Asia and other international markets accounted for the balance of net
sales. There were no significant price changes during the three-year period ended June 30, 2005.
Net sales of IC products grew 8% from fiscal 2004 to fiscal 2005, primarily due to continued growth in sales of
the Company’s existing IC products and the Company’s introduction of its ICS-3000 system, offset in part by the
incremental nonrecurring sales in Japan in fiscal 2004 discussed above. Net sales of IC products grew 23% from
fiscal 2003 to fiscal 2004 due to higher demand for our IC products and non-recurring sales in Japan.
Net sales of HPLC products grew 25% from fiscal 2004 to fiscal 2005 primarily as a result of the Company’s expansion
of its global HPLC business, offset by weakness in certain sectors of the life sciences market in the second half of
the fiscal year. Net sales of HPLC products grew 15%, from fiscal 2003 to fiscal 2004 as a result of strong demand
in life sciences market.
Net sales of Nano/capillary-flow products decreased 21% from fiscal 2004 to fiscal 2005. The decline was primarily
due to the reduced spending by customers. However, the Company observed a positive turnaround in the last few
months of fiscal 2005 due to the introduction of its new Ultimate 3000 for nano/capillary/micro-flow HPLC. The Ultimate
3000 started shipping in early April 2005. The Company believes nano/capillary/micro-flow HPLC sales will increase in
2006 as a result of the new Ultimate 3000 product, as the new platform will address a broader market in LC-MS than
solely proteomics. Net sales of nano/capillary-flow products declined by 9% from fiscal 2003 to fiscal 2004 as a result
of slower demand from proteomics customers.
Gross Profit Gross profit for fiscal 2005 was $187.6 million compared to $169.9 million in fiscal 2004, an increase of

$17.7 million or 10%. Gross profit as a percentage of sales increased to 67.2% from 65.6% in fiscal 2004 and 65.9%
in fiscal 2003. The increase in gross margin from fiscal 2004 to fiscal 2005 was partially attributable to fiscal 2004
having higher costs for third-party components included in the sales related to the Japan drinking water regulations and
lower manufacturing costs. The decline from fiscal 2003 to fiscal 2004 was also due to the higher costs in Japan.
Operating Expenses From fiscal 2004 to fiscal 2005, overall operating expenses grew by 14%. Increased spending

in fiscal 2005 was primarily attributable to the following factors:
A) currency fluctuations which accounted for 4%,
B) expansion efforts in the Asia/Pacific region which accounted for 2%,
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C) Sarbanes-Oxley Section 404 related costs which accounted for 4%, and
D) increase in personnel and salary related costs which accounted for 4%.
Selling, general and administrative (SG&A) expenses as a percentage of net sales were 36.7% in fiscal 2005 compared
with 34.4% in fiscal 2004 and 35.6% in fiscal 2003. SG&A expenses were $102.5 million in fiscal 2005, an increase of
15% from $89.1 million in fiscal 2004. SG&A expenses in fiscal 2004 increased 16% from $76.6 million in fiscal 2003.
Increases over 2004 include $4.0 million of additional costs due to Sarbanes-Oxley Section 404 compliance efforts,
currency fluctuation impact of $4.0 million, Asia/Pacific expansion costs of approximately $2.0 million and additional
personnel and salary related costs of approximately $4.2 million. The increase from fiscal 2003 to fiscal 2004 was
primarily due to currency fluctuations of $5.7 million, additional costs attributable to the continued expansion in our
operations in China of $0.7 million and costs related to opening subsidiaries in Korea and Australia of $1.4 million.
The Company anticipates that SG&A expenses will be in the range of 34% to 38% of net sales in fiscal 2006 including
the impact of adopting Statement of Financial Accounting Standards No. 123R “Share-Based Payment.”
Research and product development expenses were 7.3% of net sales in fiscal 2005 compared with 7.4% in fiscal
2004 and 7.9% in fiscal 2003. Research and product development expenses in fiscal 2005 of $20.4 million increased
by $1.2 million compared with $19.2 million in fiscal 2004. Research and development expenses in fiscal 2004 of
$19.2 million increased by $2.3 million compared with $16.9 million in fiscal 2003. Research and product development
expenses have increased in absolute dollars due to higher spending to develop the Company’s IC and HPLC products
introduced in the last two years and the effects of currency fluctuations. Research and product development spending
depends on both the breadth of the Company’s research and product development efforts and the stage of specific
product development projects. The Company anticipates that the level of research and product development expenses
will remain in the range of 7% to 9% of net sales in fiscal 2006.
Interest Income Interest income in fiscal 2005 of $1,276,000 was higher than the $801,000 reported for fiscal 2004

and the $504,000 reported in fiscal 2003. The increase in both periods was due to higher average cash balances
and higher interest rates in the later periods.
Interest Expense Interest expense in fiscal 2005 of $176,000 was lower than the $240,000 reported in fiscal 2004

due to lower average borrowings outstanding during the year. Fiscal 2004 was higher than the $192,000 reported in
fiscal 2003 due to longer sustained periods of average borrowing during fiscal 2004.
Other Income/(Expense) Other income in fiscal 2005 was $801,000 which was primarily due to the gain on sale of

marketable equity securities of approximately $1.2 million, partially offset by losses on foreign currency contracts.
The Company had other expense in fiscal 2004 of $340,000 which was attributable primarily to losses on foreign
currency contracts and other income of $133,000 in fiscal 2003 due to the gain on sale of marketable equity securities
offset by losses on foreign currency contracts.
Write-off of a Non-Affiliate Investment During fiscal 2003, the Company wrote off an investment in an unaffiliated

entity, PharmaSeq, Inc., in the amount of $2.1 million. Management determined that the decline in value of the
investment, accounted for under the cost method, was other than temporary.
Taxes on Income The Company’s effective tax rate was 31.7% for fiscal 2005, 33.1% for fiscal 2004 and 32.5%
for fiscal 2003. The Company’s effective tax rate is affected by the mix of taxable income among the various tax
jurisdictions in which the Company does business. The decrease in the effective tax rate for fiscal 2005 reflects certain
tax credits that were realized in fiscal 2005. In fiscal 2004, our tax rate was higher due to a larger portion of our income
being generated in higher tax jurisdictions than in previous years; increased sales in Japan contributed significantly to
this increase. The Company anticipates that its effective tax rate will be in the range of 33% to 34% in fiscal 2006.
Earnings per Share Diluted earnings per share were $2.13 for fiscal 2005, up 13%, compared with $1.89 for fiscal
2004 and $1.45 for fiscal 2003. The number of shares used in computing diluted and basic earnings per share is
affected by the Company’s stock repurchase program.
Liquidity and Capital Resources At June 30, 2005, the Company had cash and equivalents and short-term investments of $53.8 million. The Company’s working capital was $102.0 million at June 30, 2005, compared with $103.7 million
at June 30, 2004.
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Cash generated by operating activities was $57.2 million in fiscal 2005, compared with $52.9 million in fiscal 2004 and
$43.4 million in fiscal 2003. The increase in operating cash flows in fiscal 2005 was primarily due to improvements in
net income and tax benefits derived from stock option exercises partially offset by increases in accounts receivable
due to higher sales and a decrease in income taxes payable due to higher payments. The increase in operating cash
flows from fiscal 2003 to fiscal 2004 was primarily due to improvements in net income and tax benefits related to stock
option plans.
Cash used for investing activities was $10.9 million in fiscal 2005, compared with $16.8 million in fiscal 2004, and
$9.0 million in fiscal 2003. The decrease from fiscal 2004 to fiscal 2005 was due to higher proceeds from sale of
marketable securities in fiscal 2005, partially offset by higher capital expenditures due to the acquisition of land, the
construction of a building and hardware and software spending. The increase in cash used for investing activities in
fiscal 2004 was primarily attributable to the acquisition of marketable debt securities, the acquisition of intangibles
related to acquiring our Korean and Australian subsidiaries and an increase in capital expenditures. Higher capital
expenditure was primarily due to building improvements incurred at our corporate site and computer hardware and
software spending in connection with the Company’s e-commerce website.
Cash used for financing activities was $50.0 million in fiscal 2005, compared with $31.7 million in fiscal 2004 and
$15.6 million in fiscal 2003. Financing activities for all three years consisted primarily of common stock repurchases,
partially offset by issuances of shares pursuant to option exercises. The Company repurchased 1,355,900 shares
of its common stock for $66.7 million in fiscal 2005 under its stock repurchase program. The Company repurchased
1,116,300 shares for $53.7 million in fiscal 2004 and 722,700 shares for $22.5 million in fiscal 2003.
At June 30, 2005, available bank lines of credit totaled $34.5 million. The Company believes its cash flow from
operations, its existing cash and cash equivalents and its bank lines of credit will be adequate to meet its cash
requirements for the next 12 months. The impact of inflation on the Company’s financial position and results of
operations was not significant during any of the periods presented.
The following summarizes our contractual obligations at June 30, 2005, and the effect such obligations are expected
to have on our liquidity and cash flows in future periods (in thousands):
PAYMENTS DUE BY PERIOD

CONTRACTUAL OBLIGATIONS

Operating Lease Obligations

TOTAL

LESS THAN
1 YEAR

1–3
YEARS

4–5
YEARS

AFTER 5
YEARS

17,895

4,193

6,299

3,996

3,407

Effect of New Accounting Standards

In March 2004, the Emerging Issues Task Force (EITF) reached a consensus on Issue No. 03-01, “The Meaning of
Other-Than-Temporary Impairment and Its Application to Certain Investments” (EITF 03-01). EITF 03-01 provides
guidance on other-than-temporary impairment models for marketable debt and equity securities accounted for under
SFAS 115, “Accounting for Certain Investments in Debt and Equity Securities,” and SFAS 124, “Accounting for Certain
Investments Held by Not-for-Profit Organizations,” and non-marketable equity securities accounted for under the cost
method. The EITF developed a basic three-step model to evaluate whether an investment is other-than-temporarily
impaired. The Financial Accounting Standards Board (FASB) issued EITF 03-01- 1 in September 2004, which delayed
the effective date of the recognition and measurement provisions of EITF 03-01. We do not expect the adoption of
EITF 03-01 to have a material impact on our results of operations or financial condition.
In November 2004, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 151, “Inventory Costs”
(SFAS No. 151) which clarifies the accounting for abnormal amounts of idle facility expense, freight, handling costs,
and wasted material. SFAS No. 151 will be effective for inventory costs incurred during fiscal years beginning after
June 15, 2005. The Company expects that the adoption of SFAS No. 151 will not have a significant impact on the
Company’s consolidated financial statements.
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In December 2004, the FASB issued SFAS No. 123R, “Share-Based Payment” (SFAS 123R), which eliminates the
alternative of applying the intrinsic value measurement to stock compensation awards using the Black-Scholes option
pricing model issued to employees. Rather, the new standard requires enterprises to measure the cost of employee
services received in exchange for an award of equity instruments based on the grant date fair value of the award.
That cost will be recognized over the period during which an employee is required to provide services in exchange
for the award, known as the requisite service period (usually the vesting period). Further, the adoption of SFAS
123R will require additional accounting related to income tax effects and additional disclosure regarding the cash
flow effects resulting from share-based payment arrangements.
The pro forma effects on net income and earnings per share as if the Company had applied the fair value recognition
provisions of original SFAS 123 on stock compensation awards, using the Black-Scholes option pricing model, are
disclosed in Note 1 to the Company’s consolidated financial statements. Although such pro forma effects of applying
original SFAS 123 may be indicative of the effects of adopting SFAS 123R, the provisions of these two statements
differ in some important respects. The actual effect of adopting SFAS 123R will be dependent on numerous factors
including, but not limited to, the valuation model chosen by the Company to value stock-based awards; the assumed
award forfeiture rate; the accounting policies adopted concerning the method of recognizing the fair value of awards
over the requisite service period; and the transition method (as described below) chosen for adopting SFAS 123R.
The Company will adopt SFAS 123R using the Modified Prospective Application Method beginning July 1, 2005.
Under this method SFAS 123R applies to new awards and to awards modified, repurchased, or cancelled after the
effective date. Additionally, compensation cost for the portion of awards for which the requisite service has not been
rendered (such as unvested options) that are outstanding as of the date of adoption shall be recognized as the
remaining requisite services are rendered. The compensation cost relating to unvested awards at the date of adoption
shall be based on the grant-date fair value of those awards as calculated for pro forma disclosures under the original
SFAS 123. The Company estimates that it will recognize compensation expense of $5.8 million–$6.5 million in fiscal
2006 related to its adoption of SFAS 123R.
In December 2004, the FASB issued SFAS No. 153, “Exchanges of Nonmonetary Assets, an amendment of APB
Opinion No. 29” (SFAS No. 153) which eliminates the exception for nonmonetary exchanges of similar productive
assets and replaces it with a general exception for exchanges of nonmonetary assets that do not have commercial
substance. SFAS No. 153 will be effective for nonmonetary asset exchanges occurring in fiscal periods beginning
after June 15, 2005. The Company expects that the adoption of SFAS No. 153 will not have any impact on the
Company’s consolidated financial statements.
In May 2005, the FASC issued SFAS No. 154 “Accounting Changes and Error Corrections,” which replaces APB
Opinion No. 20 “Accounting Changes,” and FASB Statement No. 3 “Reporting Accounting Changes in Interim Financial
Statements,” and changes the requirements for the accounting for and reporting of a change in accounting principle.
This Statement requires retrospective application to prior periods’ financial statements of changes in accounting
principle, unless it is impracticable to determine either the period-specific effects or the cumulative effect of the change.
This Statement shall be effective for accounting changes and corrections of errors made in fiscal years beginning
after December 15, 2005. Early adoption is permitted for accounting changes and corrections of errors made in fiscal
years beginning after the date this Statement is issued. At the present time, the Company does not believe that
adoption of SFAS 154 will have a material effect on its financial position, results of operations or cash flows.

Critical Accounting Policies and Estimates
Summary The preparation of consolidated financial statements requires the Company 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 net sales and expenses during the
reporting period. The Company evaluates its estimates on an on-going basis, including those related to product
returns and allowances, bad debts, inventory valuation, goodwill and other intangible assets, income taxes, warranty
and installation provisions, and contingencies.
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The Company bases its estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates. The Company believes the following critical accounting policies affect its more significant judgments and
estimates used in the preparation of its consolidated financial statements.
Revenue Recognition Policy The Company derives revenues from the sale of products, the delivery of services to
its customers, including installation and training, and from maintenance, which includes product repair obligations
under extended warranty, unspecified software upgrades, telephone support and time and material repairs. Generally,
the Company’s products contain embedded software that is essential to their functionality.

The Company recognizes revenue in accordance with Staff Accounting Bulletin No. 104 “Revenue Recognition” and
Statement of Position 97-2, “Software Revenue Recognition,” as amended, when persuasive evidence of an arrangement exists, the product has been delivered, or service performed, the price is fixed or determinable, collection is
probable and vendor specific objective evidence exists to allocate revenue to the various elements of the arrangement.
In all cases, the portion of revenue allocated to the undelivered elements is deferred until those items are delivered to
the customer or the services are performed. Delivery of the product is generally considered to have occurred when
shipped. Undelivered elements in the Company’s sales arrangements, which are not considered to be essential to
the functionality of a product, generally include product accessories, installation services and/or training that are
delivered after the related products have been delivered. Installation consists of system set-up, calibration and basic
functionality training and generally requires one to three days depending on the product. Vendor specific objective
evidence for product, product accessories and training services is based on the price charged when an element is
sold separately or, if not sold separately, when the price is established by authorized management. The fair value of
installation services is calculated by applying standard service billing rates to the estimate of the number of hours to
install a specific product based on historical experience. These estimated hours for installation have historically been
accurate and consistent from product to product. However, to the extent these estimates were to reflect unfavorable
variability, the Company’s ability to maintain vendor specific objective evidence of fair value for such element could be
impacted which in turn could delay the recognition of the revenue currently allocated to the delivered elements.
The Company recognizes revenue under extended warranty arrangements (maintenance fees) ratably over the period
of the related maintenance contract and cost of the time and material repairs when incurred. Maintenance consists
of product repair obligations under extended warranty, unspecified software upgrades, telephone support and time
and material repairs. The Company’s equipment typically includes a one-year warranty. The estimated cost of product
warranty claims is accrued at the time the sale is recognized, based on historical experience. While the Company
believes its historical experience provides a reliable basis for estimating such warranty cost, unforeseen quality issues
or component failure rates could result in future costs in excess of such estimates, or alternatively, improved quality
and reliability in its products could result in actual expenses that are below those currently estimated.
The Company’s sales are typically not subject to rights of return and, historically, actual sales returns have not
been significant.
Loss Provisions on Accounts Receivable and Inventory We maintain allowances for doubtful accounts for
estimated losses resulting from the inability of customers to make required payments. If the financial condition of our
customers were to deteriorate, resulting in an impairment of their ability to make payments, additional allowances
may be required. We assess collectibility based on a number of factors including, but not limited to, past transaction
history with the customer, the credit-worthiness of the customer, independent credit reports, industry trends and the
macro-economic environment. Sales returns and allowances are estimates of future product returns related to current
period revenue. Material differences may result in the amount and timing of our revenue for any period. Historically,
we have not experienced significant sales returns or bad debt losses.

We value our inventory at the lower of standard cost (which approximates costs on a first-in, first-out basis) or market. We
estimate revisions to inventory valuations based on technical obsolescence, historical demand, projections of future demand
and industry and market conditions. If actual future demand or market conditions are less favorable than those projected
by management, additional valuation provisions may be required. If demand or market conditions are more favorable than
projected, high margins could be realized to the extent inventory is sold which had previously been written down.
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Long-Lived Assets, Intangible Assets with Finite Lives and Goodwill We assess the impairment of long-lived
assets, intangible assets with finite lives and goodwill whenever events or changes in circumstances indicate that the
carrying value may not be recoverable. In addition, we assess goodwill for impairment at least annually. Factors we
consider important which could trigger an impairment review include but are not limited to the following:

A) significant underperformance relative to historical or projected future operating results;
B) significant negative industry or economic trends; and
C) significant changes or developments in strategic technology.
When we determine that the carrying value of long-lived assets and intangible assets with finite lives may not be recoverable based upon the existence of one or more of the above or other indicators, we measure any impairment based
on a projected discounted cash flow method using a discount rate determined by our management to be commensurate
with the risk inherent in our current business model. Goodwill is tested for impairment by comparing the fair values of
related reporting units to their carrying values. We are required to perform an impairment review at least annually.
Taxes on Income As part of the process of preparing our consolidated financial statements, we are required to

estimate our income taxes in each of the jurisdictions in which we operate. This process involves estimating our actual
current tax exposure together with assessing temporary differences resulting from differing treatment of items, such as
depreciation, amortization and inventory reserves, for tax and accounting purposes. These differences result in deferred
tax assets and liabilities, which are included within our consolidated balance sheets. We must then assess the likelihood
that our deferred tax assets will be recovered from future taxable income and, to the extent we believe that recovery is
not likely, we must establish a valuation allowance. In the event that actual results differ from these estimates, we may
need to revise the valuation allowance, which could materially impact our financial position and results of operations.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to financial market risks from fluctuations in foreign currency exchange rates, interest rates and stock
prices of marketable securities. With the exception of the stock price volatility of our marketable equity securities,
we manage our exposure to these and other risks through our regular operating and financing activities and, when
appropriate, through our hedging activities. Our policy is not to use hedges or other derivative financial instruments for
speculative purposes. We deal with a diversified group of major financial institutions to limit the risk of nonperformance
by any one institution on any financial instrument. Separate from our financial hedging activities, material changes in
foreign exchange rates, interest rates and, to a lesser extent, commodity prices could cause significant changes in
the costs to manufacture and deliver our products and in our customers’ buying practices. We have not substantially
changed our risk management practices during fiscal 2005 and do not currently anticipate significant changes in
financial market risk exposures in the near future that would require us to change our risk management practices.
Foreign Currency Exchange Revenues generated from international operations are generally denominated in

foreign currencies. We enter into forward foreign exchange contracts to hedge against fluctuations of intercompany
account balances. Market value gains and losses on these hedge contracts are substantially offset by fluctuations in
the underlying balances being hedged, and the net financial impact is not expected to be material in future periods.
At June 30, 2005, the Company had forward exchange contracts to sell foreign currencies totaling $16.6 million
dollars, including approximately $8.4 million in Euros, $6.0 million in Japanese yen, $1.5 million Australian dollars and
$735,000 in Canadian dollars. At June 30, 2004, the Company had forward exchange contracts to sell foreign
currencies totaling $15.3 million dollars, including approximately $5.9 million in Euros, $8.6 million in Japanese yen,
and $800,000 in Canadian dollars. The foreign exchange contracts at the end of each fiscal year mature within the
first quarter of the following fiscal year. Additionally, contract values and fair market values are the same. A sensitivity
analysis assuming a hypothetical 10% movement in foreign currency exchange rates applied to our hedging contracts
and underlying balances being hedged at June 30, 2005 and 2004, indicated that these market movements would
not have a material effect on our business, operating results or financial condition.
Foreign currency rate fluctuations can impact the U.S. dollar translation of our foreign operations in our consolidated
financial statements. Currency fluctuations increased reported sales by 4% in fiscal 2005, 8% in fiscal 2004 and 7%
in fiscal 2003.
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Interest and Investment Income Our interest and investment income is subject to changes in the general level of
U.S. interest rates. Changes in U.S. interest rates affect the interest earned on our cash equivalents and short-term
investments. A sensitivity analysis assuming a hypothetical 10% movement in interest rates applied to our investment
balances at June 30, 2005 and 2004 indicated that such market movement would not have a material effect on our
business, operating results or financial condition. Actual gains or losses in the future may differ materially from this
analysis, depending on our actual balances and changes in the timing and amount of interest rate movements.
Debt and Interest Expense A sensitivity analysis assuming a hypothetical 10% movement in interest rates applied
to our outstanding debt balance at June 30, 2004, indicated that such market movement would not have a material
effect on our business, operating results or financial condition. There was no outstanding debt at June 30, 2005.
Actual gains or losses in the future may differ materially from this analysis, depending on changes in the timing and
amount of interest rate movements and the level of borrowings maintained by the Company.
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Selected Consolidated Financial Data

OPERATING INFORMATION
2005

2004

2003

2002

2001

$279,317
91,754
—

$258,834
88,944
—

$214,909
73,273
—

$182,434
63,740
—

$186,757
64,071
121

Gross profit

187,563

169,890

141,636

118,694

122,565

Operating expenses:
Selling, general and administrative
Research and product development
Write-off of in-process research and development

102,539
20,354
—

89,100
19,155
—

76,565
16,888
—

64,607
15,094
—

63,288
14,742
865

122,893

108,255

93,453

79,701

78,895

YEARS ENDED JUNE 30
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Net sales
Cost of sales
Revaluation of acquired inventory

Total operating expenses
Operating income
Interest income
Interest expense
Other income/(expense)
Write-off of a non-affiliated investment

64,670
1,276
(176)
801
—

61,635
801
(240)
(340)
—

48,183
504
(192)
133
(2,067)

38,993
528
(203)
1,582
—

43,670
850
(353)
2,893
—

Income before taxes on income and cumulative
effect of change in accounting principle
Taxes on income

66,571
21,081

61,856
20,481

46,561
15,133

40,900
13,292

47,060
15,295

45,490

41,375

31,428

27,608

31,765

—

—

—

—

359

Net income

$ 45,490

$ 41,375

$ 31,428

$ 27,608

$ 31,406

Basic earnings per share
Diluted earnings per share
Shares used in computing earnings per share amounts:
Basic
Diluted

$
$

$
$

$
$

$
$

$
$

Net income before cumulative effect of change
in accounting principle
Cumulative effect of change in
accounting principle, net of tax

2.20
2.13

1.96
1.89

1.49
1.45

1.27
1.24

1.42
1.37

20,655
21,388

21,056
21,943

21,057
21,632

21,705
22,184

22,137
22,895

2005

2004

2003

2002

2001

$102,006
238,153
—
183,049

$103,719
235,465
—
183,454

$ 88,014
213,100
500
159,280

$ 62,539
180,718
1,002
131,707

$ 68,071
173,682
966
129,858

The Company has paid no cash dividends.

BALANCE SHEET INFORMATION
AT JUNE 30
(IN THOUSANDS)

Working capital
Total assets
Long-term debt
Stockholders’ equity
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Consolidated Balance Sheets

2005

2004

$ 42,679
11,102

$ 46,673
12,113

55,450
26,510
9,978
6,364

53,128
24,838
10,293
3,875

152,083

150,920

53,914
24,638
2,917
4,601

46,656
24,675
4,357
8,857

$238,153

$235,465

$

$

AT JUNE 30
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

ASSETS

Current assets:
Cash and equivalents
Short-term investments
Accounts receivable (net of allowance for doubtful accounts of $953 in 2005
and $760 in 2004)
Inventories
Deferred taxes
Prepaid expenses and other
Total current assets
Property, plant and equipment, net
Goodwill
Intangible assets, net
Other assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Notes payable to banks
Accounts payable
Accrued liabilities
Income taxes payable
Accrued product warranty
Total current liabilities
Deferred taxes
Other long-term liabilities
Commitments and other contingencies (Note 13)
Stockholders’ equity:
Preferred stock (par value $.001 per share; 1,000,000 shares authorized;
none outstanding)
Common stock (par value $.001 per share; 80,000,000 shares authorized;
shares outstanding: 20,161,092 in 2005 and 20,840,881 in 2004)
Retained earnings
Accumulated other comprehensive income
Total stockholders’ equity

S E E N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S

—
10,031
34,939
1,593
3,514

1,468
8,113
31,822
2,214
3,584

50,077

47,201

4,196
831

3,557
1,253

—

—

120,359
57,451
5,239

103,943
71,217
8,294

183,049

183,454

$238,153

$235,465
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2005

2004

2003

$279,317
91,754

$258,834
88,944

$214,909
73,273

Gross profit

187,563

169,890

141,636

Operating expenses:
Selling, general and administrative
Research and product development

102,539
20,354

89,100
19,155

76,565
16,888

122,893

108,255

93,453

64,670

61,635

48,183

801
(240)
(340)
—

504
(192)
133
(2,067)

66,571
21,081

61,856
20,481

46,561
15,133

Net income

$ 45,490

$ 41,375

$ 31,428

Basic earnings per share:

$

2.20

$

1.96

$

1.49

Diluted earnings per share:

$

2.13

$

1.89

$

1.45

YEARS ENDED JUNE 30
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Net sales
Cost of sales

Total operating expenses
Operating income

1,276
(176)
801
—

Interest income
Interest expense
Other income/(expense)
Write-off of a non-affiliate investment
Income before taxes on income
Taxes on income

Shares used in computing earnings per share:
Basic
Diluted
S E E N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S

20,655
21,388

21,056
21,943

21,057
21,632
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Consolidated Statements of Stockholders’ Equity

COMMON STOCK
SHARES

AMOUNT

Balance, June 30, 2002
21,089,372
Comprehensive income, net of tax:
Net income
Foreign currency translation adjustments
Unrealized loss on securities,
net of tax of $229

$ 67,626

ACCUMULATED
OTHER
COMPREHENSIVE
RETAINED
INCOME
EARNINGS
(LOSS)

TOTAL

COMPREHENSIVE
INCOME

(DOLLARS IN THOUSANDS)

$67,439

$(3,358) $131,707

31,428
6,808

31,428
6,808

$31,428
6,808

(339)

(339)

(339)

Comprehensive income

$37,897

Common stock issued under
employee benefit plans
including related tax benefits
Repurchase of common stock

567,241
(722,700)

12,185
(2,416)

(20,093)

Balance, June 30, 2003
20,933,913
Comprehensive income, net of tax:
Net income
Foreign currency translation adjustments
Unrealized gain on securities,
net of tax of $82

77,395

78,774

12,185
(22,509)
3,111

159,280

5,037

41,375
5,037

$41,375
5,037

146

146

146

41,375

Comprehensive income
Common stock issued under
employee benefit plans
including related tax benefits
Repurchase of common stock

$46,558

1,023,268
(1,116,300)

31,324
(4,776)

(48,932)

Balance, June 30, 2004
20,840,881
Comprehensive income, net of tax:
Net income
Foreign currency translation adjustments,
net of tax of $1,392
Unrealized loss on securities,
net of tax of $365

$103,943

$71,217

31,324
(53,708)
$8,294

45,490

$183,454
45,490

$45,490

(2,434)

( 2,434)

( 2,434)

(621)

(621)

(621)

Comprehensive income
Common stock issued under
employee benefit plans
including related tax benefits
Repurchase of common stock
Balance, June 30, 2005

$42,435

676,111
(1,355,900)

23,823
(7,407)

(59,256)

20,161,092

$120,359

$57,451

S E E N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S

23,823
(66,663)
$5,239

$183,049
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YEARS ENDED JUNE 30

2005

2004

2003

$45,490

$41,375

$31,428

—
6,007
(1,188)
5,655
(106)

—
5,817
—
8,730
(1,159)

2,067
5,912
(414)
3,598
(2,221)

(2,515)
(1,676)
(1,668)
1,882
6,278
(930)
(57)

(4,120)
1,856
(239)
2,504
2,214
(4,352)
271

1,851
(1,770)
(1,658)
(110)
3,315
1,301
65

(IN THOUSANDS)

Cash and equivalents provided by (used for):
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net
cash provided by operating activities:
Write-off of a non-affiliate investment
Depreciation and amortization
Gain on sale of marketable securities
Tax benefit related to stock option plans
Deferred taxes
Changes in assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other assets
Accounts payable
Accrued liabilities
Income taxes payable
Accrued product warranty

57,172

52,897

43,364

Cash flows from investing activities:
Proceeds from sale of marketable securities
Purchase of marketable securities
Purchase of property, plant and equipment
Acquisition, net of cash acquired
Investments in unaffiliated companies
Other

69,428
(64,652)
(12,261)
(3,500)
—
76

11,150
(19,796)
(4,101)
(4,169)
—
141

4,041
(6,010)
(3,659)
(3,000)
(500)
143

Net cash used for investing activities

(10,909)

(16,775)

(8,985)

Cash flows from financing activities:
Net change in notes payable to banks
Principal payments on long-term debt
Sale of common stock
Repurchase of common stock

(940)
(564)
18,168
(66,663)

50
(595)
22,594
(53,708)

(1,169)
(502)
8,586
(22,509)

Net cash used for financing activities

(49,999)

(31,659)

(15,594)

(258)

1,389

3,180

(3,994)
46,673

5,852
40,821

21,965
18,856

Net cash provided by operating activities

Effect of exchange rate changes on cash
Net increase (decrease) in cash and equivalents
Cash and equivalents, beginning of year
Cash and equivalents, end of year

$42,679

$46,673

$40,821

Income taxes paid
Interest expense paid

$17,308
$
94

$16,307
$ 177

$11,730
$ 123

S E E N O T E S T O C O N S O L I D AT E D F I N A N C I A L S TAT E M E N T S
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Notes to Consolidated Financial Statements

Note 1 / Significant Accounting Policies
Organization Dionex Corporation (the “Company”) is a leading manufacturer and marketer of chromatography
systems for chemical analysis. The Company’s systems are used in environmental analysis and by the pharmaceutical, life sciences, chemical, petrochemical, power generation, food and electronics industries in a variety of
applications.
Principles of Consolidation The consolidated financial statements include the Company and its subsidiaries. All
significant intercompany transactions and accounts are eliminated in consolidation.
Certain Risks and Uncertainties The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires 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 net sales and expenses during the reporting period. Actual
results could differ from those estimates.

Financial instruments which potentially subject the Company to concentrations of credit risk consist principally of
investments and trade receivables. The Company invests in high-grade instruments which it places for safekeeping
with high quality financial institutions. The Company sells its products primarily to large organizations in diversified
industries worldwide. Credit risk is further mitigated by the Company’s credit evaluation process and the reasonably
short collection terms. The Company does not require collateral or other security to support accounts receivable. The
Company maintains allowances for potential credit losses.
The Company is subject to certain risks and uncertainties and believes that changes in any of the following areas
could have a material adverse effect on the Company’s future financial position or results of operations. Such
factors include, among others: the continuation or spread of the current economic uncertainty; risks related to international operations, including foreign currency fluctuations; the importance of meeting customer demand for new
products; competition in the analytical instrumentation market; our ability to maintain inventories; the importance
of attracting and retaining key personnel; and our ability to protect our proprietary information and acceptance
of new products.
Cash Equivalents Cash equivalents are highly liquid debt instruments with a maturity, at the date of purchase, of

three months or less.
Short-term Investments The Company classifies its debt and equity securities as “held to maturity” or “available
for sale.” Securities classified as “held to maturity” are reported at amortized cost and “available for sale” securities
are reported at fair market value, with a corresponding recognition of the unrealized gains and losses (net of tax
effect) as a separate component of stockholders’ equity. The Company’s investments in marketable equity securities
have been classified as “available for sale.”
Inventories Inventories are stated at the lower of standard cost (which approximates cost on a first-in, first-out
basis) or market.
Property, Plant and Equipment Property, plant and equipment are stated at cost. Depreciation is computed using

the straight-line method based on estimated useful lives of 3 to 30 years. Leasehold improvements are amortized
over the lesser of the useful life or the remaining term of the lease.
Purchased Technology and Goodwill Purchased technology amounts are recorded at their fair market values as

of the date of acquisition and amortized over their estimated useful lives of up to ten years.
Identifiable intangible assets are recognized separately from goodwill if certain criteria are met and those assets are
amortized over their estimated useful economic life.
Goodwill is not amortized but is tested for impairment as required. The Company tests goodwill for impairment in
April each year and more often if circumstances indicate that goodwill may be impaired. If impaired, a charge is
recorded in income from operations. The Company found no impairment as a result of its fiscal 2005 and fiscal 2004
annual impairment tests.
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Valuation of Long-Lived Assets The carrying value of the Company’s long-lived assets is reviewed for impairment

whenever events or changes in circumstances indicate that an asset may not be recoverable. The Company looks
to current and future profitability, as well as current and future undiscounted cash flows, as primary indicators of
recoverability. If impairment is determined to exist, any related impairment loss is calculated based on the amount by
which the carrying value of the asset exceeds the fair value of the asset with fair value determined on a discounted
cash flow basis.
Revenue Recognition Revenue is derived from the sale of products and from services rendered to our customers
including installation, training and maintenance. Generally, our products contain embedded software that is essential
to their functionality. Revenue is recognized in accordance with Staff Accounting Bulletin No. 104, “Revenue Recognition”
(SAB 104) and Statement of Position 97-2, “Software Revenue Recognition” (SOP 97-2), when persuasive evidence
of an arrangement exists, the product has been delivered, the price is fixed or determinable, collection is probable and
vendor specific objective evidence exists to allocate revenue to the various elements of the arrangement. Vendor specific
objective evidence is based on the price charged when an element is sold separately or, if not yet sold separately, when
the price is established by authorized management. Delivery is generally considered to have occurred when shipped.

The Company sells its products through its direct sales force and through distributors and resellers. Sales through
distributors and resellers are recognized as revenue upon sale to the distributor or reseller as these sales are considered
to be final and no right of return or price protection exists. Customer acceptance is generally limited to performance under
the Company’s published product specifications. When additional customer acceptance conditions apply, all revenue
related to the sale is deferred until acceptance is obtained. Equipment typically includes a one-year warranty. The estimated
cost of product warranty claims is accrued at the time the sale is recognized, based on historical experience.
Installation and training services are not considered to be essential to the functionality of the Company’s products, and
revenue related to these services is recognized when the services are completed. Maintenance fees are essentially
extended warranty obligations and are recognized ratably over the period of the related maintenance contract.
Maintenance consists of product repair services, unspecified software upgrades and telephone support.
Stock-based Compensation Plans The Company applies Accounting Principles Board Opinion No. 25, “Accounting
for Stock Issued to Employees” (APB No. 25) and related interpretations in accounting for its stock-based compensation
plans (Note 10). Accordingly, no accounting recognition is given to stock options granted at fair market value until
they are exercised. Upon exercise, net proceeds, including tax benefits realized, are credited to equity.

Statement of Financial Accounting Standard No. 123, “Accounting for Stock-Based Compensation” (SFAS No. 123)
sets forth a fair-value based method of recognizing stock-based compensation expense. As permitted by SFAS No.
123, the Company has elected to continue to apply APB No. 25 to account for its stock-based compensation plans.
Had compensation costs under the Company’s stock-based compensation plans been determined based on the fair
value at the grant dates consistent with the method set forth under SFAS No. 123, the effect on the Company’s net
income and earnings per share would have been as follows:
2005

2004

2003

Net income, as reported
Less: Total stock-based employee compensation expense determined
under fair value method for all awards, net of tax effects

$45,490

$41,375

$31,428

5,917

5,460

5,309

Pro forma net income

$39,573

$35,915

$26,119

Basic earnings per share:
As reported
Pro forma

$
$

2.20
1.92

$
$

1.96
1.71

$
$

1.49
1.24

Diluted earnings per share:
As reported
Pro forma

$
$

2.13
1.85

$
$

1.89
1.64

$
$

1.45
1.21

YEARS ENDED JUNE 30
( I N T H O U S A N D S , E X C E P T P E R S H A R E D ATA )
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The resulting pro forma compensation expense may not be representative of the amount to be expected in future
years. Pro forma compensation expense for options granted is reflected over the vesting period and reflected over
six months for the employee stock purchase plan.
The fair value of each option grant was estimated on the grant date using the Black-Scholes option-pricing model,
using the multiple option approach, with the following weighted-average assumptions:

Volatility for options
Volatility for employee stock purchase plan
Risk-free interest rate for options
Risk-free interest rate for employee stock purchase plan
Expected life of options
Expected life of employee stock purchase plan
Expected dividend

2005

2004

2003

47%
27–29%
3.56%
1.74–2.71%
5.6 years
6 months
$0.00

49%
23–26%
3.30%
0.98–1.00%
5.9 years
6 months
$0.00

53%
28–33%
3.03%
1.16–1.69%
5.9 years
6 months
$0.00

Common Stock Repurchases The Company repurchases shares in the open market under its ongoing stock

repurchase program. For each share repurchased, the Company reduces the common stock account by the average
value per share reflected in the account prior to the repurchase with the excess allocated to retained earnings. The
Company currently retires all shares upon repurchase.
During fiscal 2005, the Company repurchased 1,355,900 shares of its common stock on the open market for $66.7
million (an average of $49.17 per share), compared with 1,116,300 shares repurchased for $53.7 million (an average
of $48.11 per share) for fiscal 2004. During fiscal 2003, the Company repurchased 722,700 shares of its common
stock on the open market for $22.5 million (an average of $31.15 per share).
Translation of Foreign Currency The Company’s foreign operations are measured using local currencies as the
functional currency. Assets and liabilities are translated into U.S. dollars at year-end rates of exchange, and results of
operations are translated at average rates for the year. Translation adjustments are included in stockholders’ equity
as accumulated other comprehensive income/(loss).
Derivative Securities Derivative instruments, including certain derivative instruments embedded in other contracts,
are recorded on the consolidated balance sheet at their fair value as required by SFAS No. 133 “Accounting for
Derivative Instruments and Hedging Activities.” Changes in the fair value of derivatives is recorded each period in
current earnings or other comprehensive income, depending on whether a derivative is designated as part of a hedge
transaction and, if it is, the type of hedge transaction. The Company formally documents, designates and assesses
the effectiveness of transactions that receive hedge accounting.

The Company enters into foreign exchange forward contracts with high quality financial institutions to manage its
exposure to the impact of fluctuations in foreign currency exchange rates on its intercompany receivables balances.
These contracts generally have maturities of approximately 30 days and require the Company to exchange foreign
currencies for U.S. dollars at maturity. The Company has not designated these contracts as hedging instruments. The
contracts are recorded at fair value on the consolidated balance sheet. Changes in the fair values of these derivative
instruments are recognized in earnings in the period they occur.
At June 30, 2005, the Company had forward exchange contracts to sell foreign currencies totaling $16.6 million
dollars, including approximately $8.4 million in Euros, $6.0 million in Japanese yen, $1.5 million Australian dollars
and $735,000 in Canadian dollars. At June 30, 2004, the Company had forward exchange contracts to sell foreign
currencies totaling $15.3 million dollars, including approximately $5.9 million in Euros, $8.6 million in Japanese yen,
and $800,000 in Canadian dollars. At June 30, 2005 and 2004, the aggregate unrealized gains or losses on the
forward exchange contracts were not material.
Comprehensive Income The Company is required to report comprehensive income in the financial statements, in

addition to net income. For the Company, the primary differences between net income and comprehensive income
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are foreign currency translation adjustments and net unrealized gains or losses on securities available for sale. At
June 30, 2005 and 2004, the components of accumulated other comprehensive income were as follows:
2005

2004

2003

$5,286
(47)

$7,720
574

$2,683
428

$5,239

$8,294

$3,111

(IN THOUSANDS)

Foreign currency translation adjustments
Unrealized gain (loss) on securities available for sale, net

Reclassifications Certain reclassifications have been made to the prior year financial statements to conform with
the fiscal 2005 financial statements presentation. The reclassification had no effect on net income or stockholder’s
equity. See Note 3.
New Accounting Pronouncements In March 2004, the Emerging Issues Task Force (EITF) reached a consensus
on Issue No. 03-01, “The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments”
(EITF 03-01). EITF 03-01 provides guidance on other-than-temporary impairment models for marketable debt and equity
securities accounted for under SFAS 115, “Accounting for Certain Investments in Debt and Equity Securities,” and SFAS
124, “Accounting for Certain Investments Held by Not-for-Profit Organizations,” and non-marketable equity securities
accounted for under the cost method. The EITF developed a basic three-step model to evaluate whether an investment
is other-than-temporarily impaired. The Financial Accounting Standards Board (FASB) issued EITF 03-01- 1 in September
2004, which delayed the effective date of the recognition and measurement provisions of EITF 03-01. We do not expect
the adoption of EITF 03-01 to have a material impact on our results of operations or financial condition.

In November 2004, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 151, “Inventory Costs”
(SFAS No. 151) which clarifies the accounting for abnormal amounts of idle facility expense, freight, handling costs,
and wasted material. SFAS No. 151 will be effective for inventory costs incurred during fiscal years beginning after
June 15, 2005. The Company expects that the adoption of SFAS No. 151 will not have a significant impact on the
Company’s consolidated financial statements.
In December 2004, the FASB issued SFAS No. 123R, “Share-Based Payment” (SFAS 123R), which eliminates the
alternative of applying the intrinsic value measurement to stock compensation awards issued to employees. Rather,
the new standard requires enterprises to measure the cost of employee services received in exchange for an award
of equity instruments based on the grant date fair value of the award. That cost will be recognized over the period
during which an employee is required to provide services in exchange for the award, known as the requisite
service period (usually the vesting period). Further, the adoption of SFAS 123R will require additional accounting
related to income tax effects and additional disclosure regarding the cash flow effects resulting from share-based
payment arrangements.
The pro forma effects on net income and earnings per share as if the Company had applied the fair value recognition
provisions of original SFAS 123 on stock compensation awards, using the Black-Scholes option pricing model, are
disclosed in Note 1 to the Company’s consolidated financial statements. Although such pro forma effects of applying
original SFAS 123 may be indicative of the effects of adopting SFAS 123R, the provisions of these two statements
differ in some important respects. The actual effect of adopting SFAS 123R will be dependent on numerous factors
including, but not limited to, the valuation model chosen by the Company to value stock-based awards; the assumed
award forfeiture rate; the accounting policies adopted concerning the method of recognizing the fair value of awards
over the requisite service period; and the transition method (as described below) chosen for adopting SFAS 123R.
The Company will adopt SFAS 123R using the Modified Prospective Application Method beginning July 1, 2005.
Under this method SFAS 123R applies to new awards and to awards modified, repurchased, or cancelled after the
effective date. Additionally, compensation cost for the portion of awards for which the requisite service has not been
rendered (such as unvested options) that are outstanding as of the date of adoption shall be recognized as the
remaining requisite services are rendered. The compensation cost relating to unvested awards at the date of adoption
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shall be based on the grant-date fair value of those awards as calculated for pro forma disclosures under the original
SFAS 123. The Company estimates that it will recognize compensation expense of $5.8 million – $6.5 million in fiscal
2006 related to its adoption of SFAS 123R.
In December 2004, the FASB issued SFAS No. 153, “Exchanges of Nonmonetary Assets, an amendment of APB
Opinion No. 29” (SFAS No. 153) which eliminates the exception for nonmonetary exchanges of similar productive
assets and replaces it with a general exception for exchanges of nonmonetary assets that do not have commercial
substance. SFAS No. 153 will be effective for nonmonetary asset exchanges occurring in fiscal periods beginning
after June 15, 2005. The Company expects that the adoption of SFAS No. 153 will not have any impact on the
Company’s consolidated financial statements.
In May 2005, the FASC issued SFAS No. 154 “Accounting Changes and Error Corrections,” which replaces APB
Opinion No. 20 “Accounting Changes,” and FASB Statement No. 3 “Reporting Accounting Changes in Interim Financial
Statements,” and changes the requirements for the accounting for and reporting of a change in accounting principle.
This Statement requires retrospective application to prior periods’ financial statements of changes in accounting
principle, unless it is impracticable to determine either the period-specific effects or the cumulative effect of the change.
This Statement shall be effective for accounting changes and corrections of errors made in fiscal years beginning
after December 15, 2005. Early adoption is permitted for accounting changes and corrections of errors made in fiscal
years beginning after the date this Statement is issued. At the present time, the Company does not believe that
adoption of SFAS 154 will have a material effect on its financial position, results of operations or cash flows.
Note 2 / Earnings Per Share

Basic earnings per share is determined by dividing net income by the weighted average number of common shares
outstanding during the period. Diluted net income per share is determined by dividing net income by the weighted
average number of common shares used in the basic earnings per share calculation, plus the number of common
shares that would be issued assuming conversion of all potentially dilutive securities outstanding under the treasury
stock method.
The following table is a reconciliation of the numerators and denominators used in computing basic and diluted
earnings per share (in thousands, except per share data):
2005

2004

2003

$45,490

$41,375

$31,428

20,655
733

21,056
887

21,057
575

21,388

21,943

21,632

YEARS ENDED JUNE 30

Numerator:
Net Income
Denominator:
Shares used to compute net income per common share — basic
Effect of dilutive stock options
Shares used to compute net income per common share — diluted
Basic earnings per share

$

2.20

$

1.96

$

1.49

Diluted earnings per share

$

2.13

$

1.89

$

1.45

Antidilutive common equivalent shares related to stock options excluded from the calculation of diluted shares were
approximately 300,000 and 854,000 shares for fiscal 2005 and 2003, respectively. There were no antidilutive shares
related to stock options for fiscal 2004.

27

Notes to Consolidated Financial Statements

Note 3 / Investments

The Company has determined that investments in auction rate securities (ARS) should be classified as short-term
investments. Previously, such investments had been classified as cash and equivalents. ARS generally have long-term
maturities; however, these investments have characteristics similar to short-term investments because at predetermined
intervals, generally every 28 to 49 days, there is a new auction process, and a ready market exists for these securities.
The Company recorded investments in ARS as of June 30, 2005 as short-term investments and reclassified ARS as
of June 30, 2004 that were previously included in cash and equivalents as short-term investments.
The following is a summary of the effects of the reclassification (in thousands):
CONSOLIDATED BALANCE SHEET

AT JUNE 30, 2004

Cash and equivalents
Short-term investments

AS
PREVIOUSLY
REPORTED

ADJUSTMENTS

$57,182
1,604

$(10,509)
10,509

AS
RECLASSIFIED

$46,673
12,113

CONSOLIDATED STATEMENT OF CASH FLOWS
2004

AT JUNE 30, 2004

Proceeds from sale of marketable securities
Purchase of marketable securities
Net cash used for investing activites
Net increase in cash and equivalents

AS
PREVIOUSLY
REPORTED

$

—
(4,147)
(12,276)
10,351

ADJUSTMENTS

$ 11,150
(15,649)
(4,499)
(4,499)

2003
AS
AS
RECLAS- PREVIOUSLY
SIFIED
REPORTED

$ 11,150
(19,796)
(16,775)
5,852

$

728
—
(6,288)
24,662

ADJUSTMENTS

AS
RECLASSIFIED

$ 3,313
(6,010)
(2,697)
(2,697)

$ 4,041
(6,010)
(8,985)
21,965

During fiscal 2004, the Company acquired highly liquid debt instruments with maturities of more than one year. These
securities totaled $4.1 million at June 30, 2004, and were classified as “held-to-maturity” securities and were reported
in other assets on the balance sheet. In fiscal 2005, the Company sold certain of these securities in connection with
the purchase of land in Germany realizing proceeds of $2.5 million and a loss of $7,000. Accordingly, these securities
were reclassified as “available for sale” securities and recorded at their fair value. The difference between the fair value
and the amortized cost of the securities was recorded in other comprehensive income, net of deferred taxes. At
June 30, 2005, the fair value of the securities was $1.5 million with $977,000 reported in short-term investments and
$522,000 reported in other assets.
In December 1989, the Company invested $3.0 million in the stock of Molecular Devices Corporation (MDC). The
Company’s Chairman and a director serve on the Board of Directors of MDC. The Company sold its remaining ownership interest in MDC in fiscal 2005. At June 30, 2004 and 2003, the fair value of this investment was $1.6 million and
$1.4 million, respectively, and the cost was $692,000 for both periods. In fiscal 2005 and 2003, the Company realized
gross proceeds of $1.9 million and $728,000, respectively and recognized net gains on sale of $1.2 million and
$414,000, respectively. During fiscal 2004 the Company did not change its investment in MDC.
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Short-Term Investments The aggregate market value, cost basis, and gross unrealized gains and losses of shortterm sale investments by major security type are as follows:

GROSS
UNREALIZED
LOSSES

FAIR VALUE
OF INVESTMENTS WITH
UNREALIZED
LOSSES

MARKET
VALUE

COST
BASIS

GROSS
UNREALIZED
GAINS

977

$ 1,013

$ —

10,125

10,125

—

$11,102

$11,138

$ —

1,604

692

912

—

—

10,509

10,509

—

—

—

$12,113

$11,201

$912

$—

$ —

(IN THOUSANDS)

2005
Available for sale:
Corporate bonds and notes
Held to maturity:
Auction rate securities

(1)

2004
Available for sale:
Equity securities
Held to maturity:
Auction rate securities

(1)

$

$(36)
—
$(36)

$977
—
$977

T H E S E I N V E S T M E N T S H AV E B E E N I N A L O S S P O S I T I O N F O R G R E AT E R T H A N 1 2 M O N T H S .

During fiscal 2003, the Company wrote off an investment in an unaffiliated entity, PharmaSeq, Inc., in the amount
of $2.1 million. Management determined that the decline in value of the investment, accounted for under the cost
method, was other than temporary.
Note 4 / Inventories

Inventories at June 30 consist of:
2005

2004

$14,032
2,257
10,221

$13,208
2,654
8,976

$26,510

$24,838

2005

2004

Land
Buildings and improvements
Machinery, equipment and tooling
Furniture and fixtures

$22,975
33,075
23,050
8,421

$20,176
30,105
20,720
7,823

Accumulated depreciation and amortization

87,521
(33,607)

78,824
(32,168)

Property, plant and equipment, net

$53,914

$46,656

(IN THOUSANDS)

Finished goods
Work in process
Raw materials and subassemblies

Note 5 / Property, Plant and Equipment, Net

Property, plant and equipment, net at June 30 consist of:

(IN THOUSANDS)
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Note 6 / Goodwill and Intangible Assets

Information regarding the Company’s goodwill and other intangible assets reflect current foreign exchange rates.
Changes in the carrying amount of goodwill for the years ended June 30, 2005 and 2004 are as follows (in thousands):
Balance as of June 30, 2003
Translation adjustments and other

$24,261
414

Balance as of June 30, 2004
Translation adjustments and other

$24,675
(37)

Balance as of June 30, 2005

$24,638

The Company’s reporting units represents its operating segments, see Note 14. All goodwill has been assigned to one
reporting unit. The evaluation of goodwill is based upon the fair value of this reporting unit. Pursuant to the provisions of SFAS No. 142, the Company performed an annual impairment test on goodwill in April 2005 and 2004 and
determined that goodwill was not impaired.
Information regarding the Company’s other intangible assets having a finite life is as follows (in thousands):
AS OF JUNE 30, 2005
CARRYING
AMOUNT

AS OF JUNE 30, 2004

ACCUMULATED
AMORTIZATION

NET

Patents and Trademarks
Developed Technology
Customer Relationships

$

379
9,718
1,325

$ (379)
(7,889)
(237)

$

—
1,829
1,088

Total

$11,422

$(8,505)

$2,917

CARRYING
AMOUNT

$

ACCUMULATED
AMORTIZATION

NET

379
9,750
1,186

$ (379)
(6,505)
(74)

$

—
3,245
1,112

$11,315

$(6,958)

$4,357

The Company amortizes developed technology and customer relationships over a period of up to ten years.
Amortization expense of other intangible assets was $1.5 million, $1.4 million and $1.2 million respectively, for the
twelve months ended June 30, 2005, 2004 and 2003. The estimated amortization for each of the five fiscal years
subsequent to June 30, 2005 is as follows:
YEAR ENDED JUNE 30,

AMORTIZATION EXPENSE

2006
2007
2008
2009
2010
Thereafter

$1,055
$ 863
$ 357
$ 148
$ 109
$ 385
$2,917

Note 7 / Financing Arrangements

The Company has unsecured lines of credit with various domestic and foreign banks totaling approximately $34.5
million which have been used primarily to minimize the Company’s exposure to foreign currency fluctuations and to
fund acquisitions. These lines of credit expire between December 31, 2005 and December 31, 2006. Borrowings in
each country bear interest at local reference rates which ranged from 5.5% to 8.5% at June 30, 2005. There were
no amounts outstanding under these lines at June 30, 2005. Amounts outstanding under these lines totaled $917,000
at June 30, 2004.
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Such line of credit agreements impose certain financial restrictions relating to cash dividends, working capital and
tangible net worth. One of the Company’s foreign subsidiaries discounts trade notes receivable with banks. Total notes
receivable discounted were approximately $14.8 million in fiscal 2005 and $14.5 million in fiscal 2004. The uncollected
balances of notes receivable due to the discounting banks at June 30, 2005 and 2004 were approximately $2.7 million
and $7.4 million, respectively. The Company has a contingent liability to repurchase these notes under certain conditions.
The Company has determined that the carrying amount of its contingent liability under this guarantee was insignificant
at June 30, 2005 and 2004 based on its past experience of discounting trade notes receivable.
Total interest paid was $94,000 in 2005, $177,000 in 2004 and $123,000 in 2003.
Note 8 / Warranty

Product warranties are recorded at the time revenue is recognized for certain product shipments. While the Company
engages in extensive product quality programs and processes, our warranty obligation is affected by product failure
rates, material usage and service costs incurred in correcting a product failure. Should actual product failure rates,
material usage or service costs differ from our previous estimates, revisions to the estimated warranty liability would be
required.
Details of the change in accrued product warranty for fiscal 2005, 2004 and 2003 are as follows (in thousands):

Accrued product warranty:
June 30, 2005
June 30, 2004
June 30, 2003
(1)
(2)

BALANCE
BEGINNING
OF YEAR

ADDITIONS

$3,584
$3,188
$2,912

$3,400
$2,417
$2,642

CHARGED
(CREDITED)
TO OTHER
ACCOUNTS (1) DEDUCTIONS (2)

$ (3)
$164
$216

$(3,467)
$(2,185)
$(2,582)

BALANCE
END
OF YEAR

$3,514
$3,584
$3,188

E F F E C T S O F E X C H A N G E R AT E C H A N G E S .
P R O D U C T WA R R A N T Y C O S T S .

Note 9 / Accrued Liabilities

Accrued liabilities at June 30 consist of:
2005

2004

$13,044
12,800
—
9,096

$12,465
9,775
3,500
6,082

$34,940

$31,822

(IN THOUSANDS)

Accrued payroll and related expenses
Deferred revenues
Accrued earn-out on acquisition
Other accrued liabilities

Note 10 / Stock Option and Purchase Plans
Stock Option Plans The Company has one stock option plan (the “Option Plan”) under which incentive and
nonqualified options may be granted. At the October 2004 Annual Meeting, the shareholders approved to merge the
previous two plans into one plan, the Dionex Corporation 2004 Equity Incentive Plan. Options are granted at the
stock’s fair market value at the grant date. Options generally become exercisable in increments over a period of four
years from the date of grant and expire five or ten years from the grant date.
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Activity under the Option Plan for the three-year period ended June 30, 2005 is summarized below.
2005

SHARES

2004
WEIGHTED
AVERAGE
EXERCISE
PRICE

SHARES

2003
WEIGHTED
AVERAGE
EXERCISE
PRICE

SHARES

WEIGHTED
AVERAGE
EXERCISE
PRICE

Options outstanding, beginning of year
Granted
Exercised
Canceled

2,642,714
300,050
(635,998)
(45,124)

$29.33 3,119,356
47.70
584,500
26.04 (987,850)
31.73
(73,292)

$24.97 3,419,172
39.87
269,000
21.80 (509,187)
29.47
(59,629)

$23.39
26.03
14.40
29.20

Options outstanding, end of year

2,261,642

$32.65 2,642,714

$29.33 3,119,356

$24.97

Options exercisable at year-end
Weighted average fair value of options
granted during the year

1,491,853

$28.93 1,615,195

$26.81 2,038,353

$24.03

$22.54

$20.39

$13.70

Additional information regarding options outstanding and exercisable as of June 30, 2005 is as follows:
OPTIONS OUTSTANDING

OPTIONS EXERCISABLE

RANGE OF
EXERCISE
PRICES

NUMBER
OUTSTANDING

WEIGHTED
AVERAGE
REMAINING
CONTRACTUAL
LIFE (YEARS)

$16.31 – 23.98
24.06 – 25.75
27.00 – 32.25
33.50 – 39.47
41.03 – 47.19
51.07 – 54.86

472,680
419,251
540,427
443,584
358,950
26,750

5.88
5.00
4.65
7.93
8.69
9.04

$23.29
24.87
31.72
39.24
45.70
53.93

403,347
340,563
529,427
191,159
25,000
2,357

$23.17
24.72
31.74
38.94
41.03
51.17

$16.31 – 54.86

2,261,642

6.31

$32.65

1,491,853

$28.93

WEIGHTED
AVERAGE
EXERCISE
PRICE

NUMBER
EXERCISABLE

WEIGHTED
AVERAGE
EXERCISE
PRICE

At June 30, 2005, 629,228 shares were available for future grants under the Option Plans.
Employee Stock Purchase Plan Under the Company’s Employee Stock Purchase Plan, (the “Purchase Plan”),

eligible employees are permitted to have salary withholdings to purchase shares of common stock at a price equal to
85% of the lower of the market value of the stock at the beginning or end of each six-month offer period, subject to
certain annual limitations. Stock issued under the Purchase Plan was 40,113, 35,418 and 58,054 shares in fiscal
2005, 2004 and 2003 at weighted average prices of $40.09, $29.99 and $21.62, respectively. The weighted average
fair value of the fiscal 2005, 2004 and 2003 awards was $12.34, $12.52 and $7.16, respectively. At June 30, 2005,
748,780 shares were reserved for future issuances under the Purchase Plan. At the October 2003 Annual Meeting
the shareholders approved 800,000 shares for issuance under the new 2003 Employee Stock Participation Plan.
Note 11 / Employee 401(K) Plan

The Company has a 401(k) tax deferred savings plan covering most U.S. employees. Participants may contribute up
to 10% of their compensation and the Company makes matching contributions ($1,367,000 in fiscal 2005, $1,380,000
in fiscal 2004 and $1,267,000 in fiscal 2003) limited to 5% of each participant’s compensation. Matching contributions
vest in 25% increments each year beginning two years after the participant’s date of employment.
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Note 12 / Taxes On Income

The provision for taxes on income consists of:
YEARS ENDED JUNE 30

2005

2004

2003

$10,584
664
9,415

$ 9,439
1,449
10,280

$ 6,961
1,015
8,639

20,663

21,168

16,615

(1,197)
(111)
621

(780)
(80)
(622)

418

(687)

(1,482)

$21,081

$20,481

$15,133

2005

2004

2003

$53,918
12,653

$45,699
16,157

$30,516
16,045

$66,571

$61,856

$46,561

(IN THOUSANDS)

Current:
Federal
State
Foreign
Total current
Deferred:
Federal
State
Foreign
Total deferred

(84)
82
420

Domestic and foreign income before taxes on income is as follows:
YEARS ENDED JUNE 30
(IN THOUSANDS)

Domestic
Foreign

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for income tax purposes. The components of
the current and noncurrent deferred tax assets and liabilities are as follows:
2005

2004

$9,784
44
150

$9,883
265
145

9,978

10,293

Noncurrent deferred tax asset — Difference in tax basis from acquisition

1,605

2,250

Noncurrent deferred tax liabilities:
Accelerated depreciation
Net unrealized gain on available for sale securities
Excess tax basis from acquisition
Accumulated translation adjustment
Other

916
2
1,605
1,392
281

849
368
2,250
—
90

4,196

3,557

$7,387

$8,986

YEARS ENDED JUNE 30
(IN THOUSANDS)

Current deferred tax assets:
Accounting accruals deductible in different periods for tax purposes
State income tax
Other
Total current deferred tax assets

Total deferred tax liabilities
Net deferred tax assets
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Total income tax expense differs from the amount computed by applying the statutory Federal income tax rate to
income before taxes as follows:
YEARS ENDED JUNE 30

Statutory Federal income tax rate
State income taxes, net of Federal income tax effect
ETI benefit
Taxes on foreign income
Other

2005

2004

2003

35.0%
0.7
(2.3)
0.5
(2.2)

35.0%
1.4
(2.1)
1.1
(2.3)

35.0%
1.3
(2.9)
0.1
(1.0)

31.7%

33.1%

32.5%

Income taxes paid were $17.3 million in fiscal 2005, $16.3 million in fiscal 2004 and $11.7 million in fiscal 2003.
The Company has not provided for Federal income taxes on approximately $36.1 million of undistributed earnings of
certain foreign subsidiaries, which have been permanently reinvested in subsidiary operations. If these earnings were
distributed to the parent company, foreign tax credits available under current law would substantially eliminate the
resulting Federal income tax liability.
Note 13 / Commitments and Other Contingencies

Certain facilities and equipment are leased under noncancelable operating leases. The Company generally pays
taxes, insurance and maintenance costs on leased facilities and equipment. Minimum annual rental commitments
under these noncancelable operating leases are $4.2 million for fiscal 2006, $3.5 million for fiscal 2007, $2.8 million
for fiscal 2008, $2.1 million for fiscal 2009, $1.9 million for fiscal 2010 and $3.4 million thereafter.
Total rental expense for all operating leases was $5.7 million in fiscal 2005, $5.2 million in fiscal 2004 and $4.6 million
in fiscal 2003.
The Company enters into standard indemnification agreements with many of its customers and certain other business
partners in the ordinary course of business. These agreements include provisions for indemnifying the customer against
any claim brought by a third party to the extent any such claim alleges that a Dionex product infringes a patent,
copyright or trademark, or violates any other proprietary rights of that third party. The maximum potential amount of
future payments the Company could be required to make under these indemnification agreements is not estimable,
however, the Company has not incurred any costs to defend lawsuits or settle claims related to these indemnification
agreements. To date, no material claims for such indemnifications are outstanding as of June 30, 2005. The Company
has not recorded any liabilities for these indemnification agreements at June 30, 2005 and 2004.
Note 14 / Business Segment Information
SFAS No. 131 establishes standards for reporting information about operating segments in annual financial statements

of public business enterprises. It also establishes standards for related disclosures about products and service,
geographic areas and major customers.
The Company has two operating segments, the Chemical Analysis Business Unit (“CABU”) and the Life Sciences
Business Unit (“LSBU”). CABU sells ion chromatography and accelerated solvent extraction products, services
and related consumables. LSBU sells high performance liquid chromatography products, services and related
consumables. These two operating segments are aggregated into one reportable unit for financial statement purposes.
The Company sells products, installation and training services and maintenance within this reportable segment,
detailed as follows:
YEARS ENDED JUNE 30

2005

2004

2003

$242,581
9,218
27,518

$227,270
7,127
24,437

$187,410
6,976
20,523

$279,317

$258,834

$214,909

(IN THOUSANDS)

Products
Installation and Training Services
Maintenance
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Geographic information is presented below:
YEARS ENDED JUNE 30

2005

2004

2003

$ 79,553
88,075
34,391
32,107
45,191

$ 74,169
77,259
42,140
29,514
35,752

$ 71,418
64,559
27,299
25,501
26,132

$279,317

$258,834

$214,909

$ 41,495
10,010
10,304
22,678
1,583

$ 38,582
10,771
10,699
23,112
1,381

$ 39,017
11,897
9,758
19,067
148

$ 86,070

$ 84,545

$ 79,887

(IN THOUSANDS)

Net sales to unaffiliated customers:
United States
Europe
Japan
Germany
Other International
Consolidated net sales to unaffiliated customers
AT JUNE 30

Long-lived assets:
United States
Europe
Japan
Germany
Other International
Consolidated assets

No individual customer was greater than 10% of net sales in fiscal 2005, 2004 and 2003 or greater than 10% of
consolidated accounts receivable at June 30, 2005 and 2004.
Note 15 / Related Party

The Company purchased land for 2.3 million Euros (approximately $3.1 million) for expansion of our manufacturing
facility in Germany. The property was owned 25% by a vice president of the Company.
Note 16 / Quarterly Results of Operations (unaudited)

The following is a summary of the unaudited quarterly results of operations for the years ended June 30, 2005 and 2004.
QUARTER
FIRST

SECOND

THIRD

FOURTH

Fiscal 2005:
Net sales
Gross profit
Net income
Basic earnings per share
Diluted earnings per share

$63,208
41,632
9,664
$ 0.47
$ 0.45

$74,152
49,479
12,727
$ 0.61
$ 0.59

$70,801
47,860
11,960
$ 0.58
$ 0.56

$71,156
48,592
11,139
$ 0.55
$ 0.53

Fiscal 2004:
Net sales
Gross profit
Net income
Basic earnings per share
Diluted earnings per share

$53,276
35,268
7,591
$ 0.36
$ 0.35

$65,539
43,702
10,766
$ 0.51
$ 0.49

$70,746
46,117
12,387
$ 0.58
$ 0.56

$69,273
44,803
10,631
$ 0.51
$ 0.49

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders Dionex Corporation:
We have audited the accompanying consolidated balance sheets of Dionex Corporation and its subsidiaries (collectively,
the “Company”) as of June 30, 2005 and 2004, and the related consolidated statements of income, stockholders’ equity,
and cash flows for each of the three years in the period ended June 30, 2005. These consolidated financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of the
Company at June 30, 2005 and 2004, and the results of its operations and its cash flows for each of the three years
in the period ended June 30, 2005, in conformity with accounting principles generally accepted in the United States
of America.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the effectiveness of the Company’s internal control over financial reporting as of June 30, 2005, based on the
criteria established in Internal Control —Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission and our report (not included herein) dated October 12, 2005 expressed an unqualified
opinion on management’s assessment of the effectiveness of the Company’s internal control over financial reporting
and an adverse opinion on the effectiveness of the Company's internal control over financial reporting because of a
material weakness.

San Jose, CA
October 12, 2005
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Supplemental Stockholder Information

Market Price of Common Stock

The Company’s common stock is traded in the over-the-counter market through the Nasdaq National Market under
the symbol DNEX. The following table sets forth, for the periods indicated, the high and low bid prices as reported by
the Nasdaq National Market.
FISCAL 2005

FISCAL 2004

QUARTER

HIGH

LOW

HIGH

LOW

First
Second
Third
Fourth

$56.50
$60.08
$61.19
$56.72

$41.81
$54.32
$54.20
$40.00

$41.85
$48.50
$56.30
$56.40

$37.41
$38.92
$46.07
$48.04

As of August 27, 2005 there were 949 holders of record of the Company’s common stock as shown on the records
of its transfer agent.
Dividends

The Company has paid no cash dividends on its common stock and anticipates that for the foreseeable future it will
continue to retain its earnings for use in its business.
Transfer Agent and Registrar

EquiServe Trust Company, N.A.
P.O. Box 219045
Kansas City, MO 64121-9045
Investor Relations Number: (877) 282-1168
Internet Address: http://www.EquiServe.com
Annual Meeting

The Annual Meeting of Stockholders of Dionex Corporation will be held at 501 Mercury Drive, Sunnyvale, California
on Thursday, November 10, 2005 at 2:00 p.m.
Form 10-K

The Company’s annual report to the Securities and Exchange Commission on Form 10-K may be obtained without
charge by writing to:
Investor Relations
Dionex Corporation
1228 Titan Way
P.O. Box 3603
Sunnyvale, CA 94088-3603
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A. Blaine Bowman
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