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Arsregnskap regnskapsaret 2020 for 926741969

Resultatregnskap

Belgp i: NOK Note 2020 2019
RESULTATREGNSKAP

Inntekter

Salgsinntekt 8 643 820 815 673471423
Annen driftsinntekt 918 881 790 618
Sum inntekter 644 739 696 674 262 041
K ostnader

V arekostnad 569 536 978 593 594 602
L gnnskostnad 23468 619 26 106 977
Avskrivning 3 212 556 217979
Annen driftskostnad 18 160 970 23 568 232
Sum kostnader 611 379 123 643 487 790
Driftsresultat 33360573 30774 251
Finansinntekter og finanskostnader

Annen renteinntekt 1034938 1451 836
Valutagevinst 43788 919 19174 374
Sum finansinntekter 44 823 857 20626 210
Annen rentekostnad 989 490 1587 105
Valutatap 44 783 634 17 014 054
Sum finanskostnader 45773124 18 601 159
Netto finans -949 267 2 025 051
Ordineert resultat far skattekostnad 32 411 306 32 799 302
Skattekostnad pa ordinaat resultat 5 7156 374 7 365 498
Ordinaert resultat etter skattekostnad 25254 932 25433 804
Arsresultat 25 254 932 25 433 804
Overfaringer og disponeringer

Overfering til/fra annen egenkapital 25254 933 25433804
Sum overfaringer og disponeringer 25254 933 25433804
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Balanse

Belgp i: NOK Note 2020 2019
BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 5 711631 1516 882
Sum immaterielle eilendeler 711631 1516 882
Varigedriftsmidler

Driftdasare, inventar, verktay, kontormaskiner og lignende 3 304 164 349 525
Sum varige driftsmidler 304 164 349 525
Finansielle anleggsmidler

Investering i datterselskap 15 818 035 645 818 035 645
Sum finansielle anleggsmidler 818 035 645 818 035 645
Sum anleggsmidler 819 051 440 819 902 052
Omlgpsmidler

Varer

Fordringer

Kundefordringer 7 180110 122 176 947 484
Andre fordringer 96 202 3609 623
Konsernfordringer 711 137 561 936 128 354 472
Sum fordringer 317 768 260 308 911 579
Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 10 7719791 988 841
Sum bankinnskudd, kontanter og lignende 7719791 988 841
Sum omlgpsmidler 325 488 051 309 900 420
SUM EIENDELER 1144 539 491 1129802 472
BALANSE - EGENKAPITAL OG GJELD
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Balanse

Belgp i: NOK Note 2020 2019
Egenkapital

Innskutt egenkapital

Aksjekapital 12.13 99 900 000 99 900 000
Annen innskutt egenkapital 532277 775 532277775
Sum innskutt egenkapital 632177 775 632177 775
Opptjent egenkapital

Annen egenkapital 434 743 094 409 488 161
Sum opptjent egenkapital 434 743 094 409 488 161
Sum egenkapital 1 066 920 869 1041 665 936
Gjed

Langsiktig gjeld

Pensjonsforpliktel ser 9 1969 445 5375936
Sum avsetninger for forpliktelser 1969 445 5375936
Annen langsiktig gjeld

Sum langsiktig gjeld 1969 445 5375936
Kortsiktig gjeld

Leverandergjeld 50 949 005 60 073 259
Betalbar Skatt 6351 124 7 469 262
Skyldige offentlige avgifter 12 725 879 7 434 060
Annen kortsiktig gjeld 5623 169 7784020
Sum kortsiktig gjeld 75649 177 82 760 601
Sum gjeld 77 618 622 88 136 537
SUM EGENKAPITAL OG GJELD 1144 539 491 1129802 473
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2020

OR
| TRANSITION REPORT PURSUANT TC SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 1-4482

ARROW ELECTRONICS INC

(Exact name of registrant as specified in its charter)

New York 11-1806155
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification Number)
9201 East Dry Creek Road 80112
Centennial co (Zip Code)

(Address of principal executive offices)

(303) 824-4000
(Registrant’s telephone number, including area code)
Securities registered pursuant to Section 12(b) of the Act:
Title of each class Trading Symbol(s) Name of each exchange on which registered
Common Stock, $1 par value ARW New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes No O
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. YesOd No

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

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule
405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months {or for such shorter period that the registrant was required to
submit such files). Yes No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company,
or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging
growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer O
Non-accelerated filer O Smaller reporting company O
Emerging growth company O

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with
any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. m]

Indicate by check mark whether the registrant has filed a report on and attestation to its management's assessment of the effectiveness of its
internal control over financial reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262 (b)) by the registered public accounting
firm that prepared or issued its audit report. %]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes[O No X

The aggregate market value of voting stock held by non-affiliates of the registrant as of the last business day of the registrant's most recently
completed second fiscal quarter was $4,982,704,597.

There were 74,603,233 shares of Common Stock outstanding as of February 4, 2021.
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DOCUMENTS INCORPORATED BY REFERENCE

The definitive proxy statement related to the registrant's Annual Meeting of Shareholders, to be held May 12, 2021 is incorporated by reference in
Part III to the extent described therein.
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PARTI
Item 1. Business.

Arrow Electronics, Inc. (the “company” or “Arrow”) is a global provider of products, services, and solutions to industrial and
commercial users of electronic components and enterprise computing solutions. The company has one of the world's broadest
portfolios of product offerings available from leading electronic components and enterprise computing solutions suppliers,
coupled with a range of services, solutions, and software that help industrial and commercial customers mtroduce 1nnovative
products, reduce their time to market, and enhance their overall competitiveness. Arrow was incorporated in New York in 1546
and serves over 180,000 customers worldwide.

Arrow's diverse worldwide customer base consists of original equipment manufacturers (“OEMs”), value-added resellers
(“VARs”), Managed Service Providers (“MSPs”), contract manufacturers (“CMs™), and other commercial customers. These
customers include manufacturers of industrial equipment (such as machine tools, factory automation, and robotic equipment)
and consumer products serving industries ranging from aerospace and defense, alternative energy, automotive and
transportation, medical, professional services, and telecommunications, among others.

The company has two business segments, the global components business and the global enterprise computing solutions
(“ECS”) business. The company distributes electronic components to OEMs and CMs through its global components business
segment and provides enterprise computing solutions to VARs and MSPs through its global ECS business segment. For 2020,
approximately 72% of the company's sales were from the global components business segment, and approximately 28% of the
company's sales were from the global ECS business segment. The financial information about the company's business segments
and geographic operations is found in Note 16 to the Consclidated Financial Statements.

The company maintains over 260 sales facilities and 42 distribution and value-added centers, serving over 85 countries. Both
business segments have operations in each of the three largest electronics markets; the Americas; Europe, Middle East, and
Afiica (“EMEA”™); and Asia-Pacific regions. Arrow's business strategy 1s to be the world's foremost technology solutions
provider. The company guides innovation forward by helping its customers in the areas of industrial automation, edge
computing, cloud computing, smart and connected devices, homes, cities, and transportation to deliver new technologies, new
materials, new ideas, and new electronics that improve businesses' performance and consumers' lives. Artow aggregates
disparate sources of electronics components, infrastructure software, and IT hardware to increasingly provide complete
solutions for customers on behalf of its suppliers. Arrow’s goal is to leave no segment of the market underserved in terms of the
products offered and services provided. The company aims to accelerate its customers’ time to market, enable secure and
consistent supply chains, and drive growth on behalf of its suppliers.

The company's financial objectives are to grow sales faster than the market, merease the markets served, grow profits faster
than sales, generate earnings per share growth in excess of competitors’ earnings per share growth and market expectations,
grow earnings per share at a rate that provides the capital necessary to support the company’s business strategy, allocate and
deploy capital effectively so that return on invested capital exceeds the company’s cost of capital, and increase return on
mvested capital. To achieve its objectives, the company seeks to capture significant opportunities to grow across products,
markets, and geographies. To supplement its organic growth strategy, the company continually evaluates strategic acquisitions
to broaden its product and value-added service offerings, increase its market penetration, and expand its geographic reach.

Global Components

Global components markets and distributes electronic components enabled by a comprehensive range of value-added
capabilities. The company provides customers with the ability to deliver the latest technologies to the market through design
engmeermg, global marketing and mtegration, global logistics, and supply chain management. The company offers the
convenience of accessing, from a single source, multiple technologies and products from its suppliers with rapid or scheduled
deliveries. Most of the company's customers require delivery of their orders on schedules or volumes that are generally not
available on direct purchases from manufacturers.

Within the global components business segment, net sales of approximately 76% consist of semiconductor products and related
services; approximately 14% consist of passive, electro-mechanical, and interconnect products, such as capacitors, resistors,
potentiometers, power supplies, relays, switches, and connectors; approximately 8% consist of computing and memory; and
approximately 2% consist of other products and services.

Over the past three years, the global components business segment completed one strategic acquisition to broaden its portfolio
of products and services offerings for new Internet of Things based business models.
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Tn 2019, the company committed to a plan to dispose of its personal computer and mobility asset disposition business, whose
results have been included as part of the global components business.

Global ECS

The company's global ECS business segment is a leading value-added provider of comprehensive computing solutions and
services. Global ECS' portfolio of computing solutions includes data-center, cloud, security, and analytics solutions. Global
ECS brings broad market access, extensive supplier relationships, scale, and resources to help its VARs and MSPs meet the
needs of their end-users. Global ECS works with VARs and MSPs to tailor complex IT solutions for their end-users. Customers
have access to various services including engineering and integration support, warehousing and logistics, marketing resources,
and authorized hardware and software training. Global ECS' suppliers benefit from demand creation, speed to market, and
efficient supply chain management.

Within the global ECS business segment, net sales of approximately 35% consist of software, 43% consist of storage, 9%
consist of industry standard servers, 5% consist of proprietary servers, and 8% consist of other products and services.

Over the past three years, the global ECS business segment completed one strategic acquisition to further expand its portfolio of
products. Aligned with the vision of guiding innovation forward in the IT channel, the company 1s mvesting in emerging and
adjacent markets, such as managed services, software-defined architectures, hybrid and public cloud, and unified computing,
within the ECS business.

Customers and Suppliers

The company and its affiliates serve over 180,000 industrial and commercial customers. Industrial customers range from major
OEMs and CMs to small engineering firms, while commercial customers primarily include VARs, MSPs, and OEMs. No single
customer accounted for more than 2% of the company's 2020 consolidated sales.

The company's sales teams focus on an extensive portfolio of products and services to support customers' material management
and production needs, including connecting customers to the company's field application engineers that provide technical
support and serve as a gateway to the company's supplier partners. The company's sales representatives generally focus on a
specific customer segment, particular product lines or a specific geography, and provide end-to-end product offerings and
solutions with an emphasis on helping customers introduce innovative products, reduce their time to market, and enhance their
overall competitiveness.

Substantially all of the company's sales are made on an order-by-order basis, rather than through long-term sales contracts. As
such, the nature of the company's business does not provide visibility of material forward-looking information from its
customers and suppliers beyond a few months.

One supplier accounted for approximately 14% of the company's consolidated sales in 2020. No other single supplier accounted
for more than 7% of the company's consolidated sales in 2020. The company believes that many of the products it sells are
available from other sources at competitive prices. However, certain parts of the company's business, such as the company's
global ECS business segment, rely on a limited number of suppliers with the strategy of providing focused support, extensive
product knowledge, and customized service to suppliers, MSPs, and VARs. Most of the company's purchases are pursuant to
distributor agreements, which are typically non-exclusive and cancelable by either party at any time or on short notice.

Distribution Agreements

Certain agreements with suppliers protect the company against the potential write-down of inventories due to technological
change or suppliers' price reductions. These contractual provisions typically provide certain protections to the company for
product obsolescence and price erosion in the form of return privileges, scrap allowances, and price protection. Under the terms
of the related distributor agreements and assuming the company complies with certain conditions, such suppliers are required to
credit the company for reductions in suppliers' list prices. As of December 31, 2020, this type of arrangement covered
approximately 48% of the company's consolidated inventories. In addition, under the terms of many such agreements, the
company has the right to return to the supplier, for credit, a defined portion of those inventory items purchased within a
designated period of time.
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A supplier, which elects to terminate a distribution agreement, may be required to purchase from the company the total amount
of its products carried in inventory. As of December 31, 2020, this type of repurchase arrangement covered approximately 48%
of the company's consolidated inventories.

While these inventory practices do not wholly protect the company from inventory losses, the company believes that they
currently provide substantial protection from such losses.

Competition

The company operates in a highly competitive environment, both in the United States and internationally. The company
competes with other large multinational and national electronic components and enterprise computing solutions distributors, as
well as numerous other smaller, specialized competitors who generally focus on narrower markets, products, or particular
sectors. The company also competes for customers with its suppliers. The size of the company's competitors vary across market
sectors, as do the resources the company has allocated to the sectors in which it does business. Therefore, some of the
company's competitors may have a more extensive customer and/or supplier base than the company in one or more of its market
sectors. There is significant competition within each market sector and geography served that creates pricing pressure and the
need to continually muprove services. Other competitive factors include rapid technological changes, product availability, credit
availability, speed of delivery, ability to tailor solutions to customer needs, quality and depth of product lines and training, as
well as service and support provided by the distributor to the customer.

The company also faces competition from companies entering or expanding into the logistics and product fulfillment, electronic
catalog distribution, and e-commerce supply chain services markets. As the company secks to expand its business into new
areas in order to stay competitive in the market, the company may encounter increased competition from its current and/or new
competitors.

The company believes that it is well equipped to compete effectively with its competitors in all of these areas due to its
comprehensive product and service offerings, ighly-skilled work force, and global distribution network.

Government Regulation

The company is subject to and endeavors to comply with various government regulations in the United States as well as various
jurisdictions where it operates. These regulations cover several diverse areas ncluding trade compliance, anti-bribery, anti-
corruption, money laundering, and data and privacy protection. Regulatory or government authorities where the company
operates may have enforcement powers that can subject the company to legal penalties or other measures and can impose
changes or conditions in the way it conducts business. For example, local authorities may disagree with how the company
classifies its products for trade and taxation purposes, and the company may be required to change its classifications, which
could merease the company’s operating costs or subject 1t to increased taxes or fines and penalties. Increased government
scrutiny of the company's actions or enforcement could materially and adversely affect its business or damage its reputation. In
addition, the company may conduct, or it may be required to conduct, internal investigations or face audits or investigations by
one or more domestic or foreign government or regulatory agencies, which could be costly and time-consuming, and could
divert management and key personnel from the company’s business operations. See Risk Factors m Part [, Item 1A.

Human Capital

The company’s business strategy is to be the world’s foremost technology solutions provider, and the company’s talent strategy
powers that business strategy through its people. The company’s talent ecosystem, with all of its multi-cultural diversity, spans
53 countries. The tie that binds the company together is its purpose. The company is more than 19,600 employees around the
world rallying behind a common greater good: to make the benefits of technology accessible to all.

Customers are attracted to the company’s deep capabilities and broad services. The company believes this is driven by a broad
group of professionals who understand their problems from numerous perspectives and curate forward-locking, comprehensive
solutions. The company's employees’ diverse backgrounds have melded into rich perspectives that sharpen the company, frame
how 1its global network of engineers, suppliers, and manufacturers work together, and enhance value for customers.
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The company and its affiliates employed approximately 19,600 employees worldwide as of December 31, 2020. The following
table shows the company's headcount by region:

Americas EMEA Asia-Pacific
Headcount 6,000 6,500 7,100

Gender and Racial/Ethnic Diversity by Employee Population

In 2015, the company set a multi-year growth goal to increase gender diversity globally and racial/ethnic diversity in the United
States. Arrow’s commitment to inclusion and diversity is evident in the representation growth results over the last five years.
The company plans to continue expanding our capability, by growing talent share via gender diversity globally and racial/ethnic
diversity representation in the United States.

Gender Diversity (Globally) Racial/Ethnic Diversity (United States)
(% female) (a) (% ethnic minority) (a)

Employee Population 2015 2020 Change 2015 2020 Change
Executive Leadership 22% 36% 14% 0% 18% 18%
People Managers 32% 35% 3% 16% 24% 8%
Individual Contributors 43% 46% 3% 30% 35% 5%
Early Career Talent 44% 52% 8% 41% 42% 1%

(a) 2015 and 2020 data as of 12/31; Executive Leadership meludes executive and non-executive officers who are members

of the executive committee; Early Career Talent represents employees under 30; Employees not declaring gender or
ethnicity for the respective metric are excluded from the chart.

Development and job skilling, reskilling, and upskilling are an important part of the employee experience at Arrow, enabling
employees to maximize their career capital. The company supports employees through curriculum and inventory focused on
work essentials. Arrow also offers a suite of enterprise leadership development programs. These programs create value by
empowering employee commitment and business growth.

The company believes in work that elevates career opportunity for all and that employees as career investors allocate their
career capital with the expectation of a future return. Tn 2020, 2019, and 2018, nearly three quarters of manager-level and above
positions were filled mternally.

Attracting and retaining early career talent enables Arrow to build on capability growth. Through the company’s university
mtern and graduate programs, apprenticeship programs, and management trainee programs, Amrow aims to fortify a diverse
talent pipeline.

The company believes in rewards that improve performance outcomes for all and endorses a pay-for-performance philosophy
via performance differentiation and rewarding employees through compensation and benefits. Arrow's compensation and
benefits programs are aligned with the local external market to attract, grow, and retain talent. Arrow’s commitment to
rewarding employees fairly based on skills, experience, contribution/performance, internal equity, and the external market
enables us to maximize employees’ return on their career capital. The company reviews our compensation and benefits
programs and practices regularly to ensure they remain competitive and equitable.

Arrow’s Responge to COVID

Arrow has protected its global workforce during the COVID-19 pandemic by following the guidelines of the world's leading
health authorities, as well as local government duectives, at all locations around the globe to safely continue working as
allowed, while providing exemptions and tools for extended remote work and enhanced benefits where necessary. When
employees are working from home, Arrow has mmplemented plans and online collaboration capabilities to ensure consistent
communication within Arrow, and with customers and suppliers.
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Expanded Human Capital Disclosure

Additional information regarding human capital information is included in the company's Proxy Statement filed in connection
with the Annual Meeting of Shareholders scheduled to be held on May 12, 2021.

Available Information

The company files its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, Proxy
Statements, and other documents with the 1.S. Securities and Exchange Commission (“SEC”) under the Securities Exchange
Act of 1934. The SEC maintains an Internet site that contains reports, proxy and information statements, and other information
regarding 1ssuers that file electronically with the SEC. The company's SEC filings are available to the public on the SEC's Web
site at www.sec.gov and through the New York Stock Exchange (“NYSE™), 11 Wall Street, New York, New York 10005, on
which the company's common stock is listed.

A copy of any of the company's filings with the SEC, or any of the agreements or other documents that constitute exhibits to
those filings, can be obtamed by request directed to the company at the following address and telephone number:

Arrow Electronics, Inc.
9201 East Dry Creek Road
Centennial, Colorado 80112
(303) 824-4000
Attention: Corporate Secretary

The company also makes these filings available, free of charge, through its Investor Relations website (investor.arrow.com/
mvestors) as soon as reasonably practicable after the company files such materials with the SEC. The company does not intend
this mternet address to be an active link or to otherwise incorporate the contents of the website mto this Annual Report on Form
10-K.

Executive Officers

The following table sets forth the names, ages, and the positions held by each of the executive officers of the company as of
February 11, 2021:

Name Age Position

Michael I. Long 62 Chairman, President, and Chief Executive Officer

W. Vietor Gao 41 Senior Vice President, Chief Marketing Officer

Sean J. Kerins 58 Chief Operating Officer

Chuck Kostalnick 55 Senior Vice President, Chief Supply Chain Officer
Vincent P. Melvin 57 Senior Vice President, Chief Information Officer

M. Catherine Morris 62 Senior Vice President, Chief Strategy Officer

Kristin D. Russell 50 President, Arrow Global Enterprise Computing Solutions
Chris D. Stansbury 55 Senior Vice President, Chief Financial Officer

David West 60 President, Arrow Global Components

Gretchen K. Zech 51 Senior Vice President, Chief Human Resources Officer

Set forth below is a brief account of the business experience during the past five years of each executive officer of the company.

Michael J. Long has been Chairman of the Board of Directors, President, and Chief Executive Officer of the company for more
than five years.

W. Victor Gao was appointed Senior Vice President, Chuef Marketing Officer effective September 2019. Prior thereto he served
as Vice President, Chief Marketing Officer fiom April 2018 to September 2019. Prior thereto, he served as Vice President,
Digital from January 2015 to April 2018.

Sean I. Kerins was appointed Chief Operating Officer effective December 2020. Prior thereto, he served as President of Arrow
Global Enterprise Computing Sclutions for more than five years.
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Chuck Kostalnick was appointed Senior Vice President, Chief Supply Chain Officer in July 2017. Prior thereto he served as
President, Arrow Sustainable Technology Solutions from August 2016 to July 2017. Before joining Arrow, he served as
Executive Vice President and Chief Business Officer at Sanmina from September 2013 to July 2016.

Vincent P. Melvin has been Senior Vice President and Chief Information Officer of the company for more than five years.

M. Catherine Morris has been Senior Viee President and Chief Strategy Officer of the company for more than five years.
Kiristin D. Russell was appointed President, Arrow Global Enterprise Computing Solutions in December 2020. Prior thereto she
served as President, Arrow Global Services from May 2016 to December 2020. Before joining Arrow, she served as Managing
Director at Deloitte Consulting from June 2014 to May 2016.

Chris D. Stansbury was appointed Senior Vice President and Chief Financial Officer in May 2016. Prior thereto, he served as
Vice President, Finance and Chief Accounting Officer from August 2014 to May 2016.

David West was appointed President of Arrow Global Components effective December 2020. Prior thereto, he served as Senior
Vice President of Worldwide Supplier Marketing and Engmeering for more than five years.

Gretchen K. Zech has been Senior Vice President and Chief Human Resources Officer of the company for more than five years.
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Ttem 1A. Risk Factors

Described below and throughout this report are certamn risks that the company’s management believes are applicable to the
company’s business and the industries in which it operates. If any of the described events occur, the company’s business, results
of operations, financial condition, liquidity, or access to the capital markets could be materially adversely affected. When stated
below that a risk may have a material adverse effect on the company’s business, it means that such risk may have one or more
of these effects. There may be additional risks that are not presently material or known. There are also risks within the
economy, the industry, and the capital markets that could materially adversely affect the company, including those associated
with an economic recession, inflation, a global economic slowdown, political instability, government regulation (including tax
regulation), employee attraction and retention, and customers’ inability or refusal to pay for the products and services provided
by the company. There are also risks associated with the occurrence of extraordmary events, such as terrorist attacks or natural
disasters (such as tsunamis, hurricanes, tornadoes, and floods). These factors affect busmesses generally, mcluding the
company, its customers and suppliers and, as a result, are not discussed in detail below, but are applicable to the company.

Operational Risks

If the company is unable fo mainiain ifs relationships with its suppliers or if the suppliers materially change the terms of
their existing agreements with the company, the company’s business could be materially adversely affected.

A substantial portion of the company’s inventory is purchased from suppliers with which the company has entered into non-
exclusive distribution agreements. These agreements are typically cancellable on short notice (generally 30 to 90 days). Some
of the company’s businesses rely on a limited number of suppliers to provide a high percentage of their revenues. For example,
sales of products from one of the company’s suppliers accounted for approximately 14% of the company’s consolidated sales.
To the extent that the company’s significant suppliers reduce the number of products they sell through distribution, cease to
confinue doing business with the company, or are unable to continue to meet or significantly alter their obligations, the
company’s business could be materially adversely affected. In addition, to the extent that the company’s suppliers modify the
terms of their contracts to the detriment of the company, limit supplies due to capacity constraints, or other factors, there could
be a material adverse effect on the company’s business. Further, the supplier landscape has continued to experience a
consolidation, which could negatively impact the company if the surviving, consolidated suppliers decide to exclude the
company from their supply chain efforts, and which could expose the company to increased risks, including increased pricing
and dependence on a smaller number of suppliers. Increasing consolidation in the industries where the company’s suppliers
operate may occur as companies combine to achieve further economies of scale and other synergies, which could result in
reduced supplies, as companies seck to eliminate duplicative product lines, and increased prices, which could have a material
adverse effect on the company’s business.

The competitive pressures the company faces, such as pricing and margin reductions, could have a material adverse effect
on the company’s business.

The company operates in a highly competitive international environment. The company competes with other large multinational
and national electronic components and enterprise computing solutions distributors, as well as numerous other smaller,
specialized competitors who generally focus on narrower market sectors, products, or industries. The company also competes
for customers with its suppliers. The size of the company’s competitors varies across market sectors, as do the resources the
company has allocated to the sectors in which it does busmess. Therefore, some of the company’s competitors may have a more
extensive customer and/or supplier base than the company in one or more of its market sectors. There 1s significant competition
within each market sector and geography that creates pricing and margmn pressure and the need for constant attention to improve
service and product offerings and increase market share. Other competitive factors include rapid technological changes, product
availability, credit availability, speed of delivery, ability to tailor solutions to changing customer needs, and quality and depth of
product lines and training, as well as service and support provided by the distributor to the customer. The company also faces
competition from companies in the logistics and product fulfillment, catalog distribution, and e-commerce supply chain services
markets. As the company continues to expand its business into new areas in order to stay competitive in the market, the
company may encounter increased competition from its current and/or new competitors, making it difficult to retain its market
share. Further, the enterprise computing distributors industry has recently experienced increased consolidation, resulting in
companies with greater scale, market presence and purchasing power than before. As a result, competition among enterprise
computing distributors has mereased. In addition, there i1s no guarantee that the company’s response to and growth in emerging
technologies will be successful. The company’s failure to maintain and enhance its competitive position could have a material
adverse effect on its business.
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Declines in value of the company’s inventory could materially adversely affect its business.

The market for the company’s products and services is subject to rapid technological change, evolving industry standards,
changes in end-market demand, evolving customer expectations, oversupply of product, and regulatory requirements, which can
confribute to the declne in value or obsolescence of inventory. Although many of the company’s suppliers provide the
company with certam protections from the loss m value of inventory (such as price protection and certain rights of return), the
company cannot be sure that such protections will fully compensate 1t for the loss m value, or that the suppliers will choose to,
or be able to, honor such agreements. For example, many of the company’s suppliers will not allow products to be returned
after they have been held in inventory beyond a certain amount of time, and, in most instances, the return rights are limited to a
certain percentage of the amount of products the company purchased in a particular time frame. Therefore, the company 1s not
fully protected from declines in the value of the company’s inventory, and such decline could have a material adverse effect on
the company’s business.

The company’s lack of long-term sales contracts may have a material adverse effect on ifs business.

Most of the company’s sales are made on an order-by-order basis, rather than through long-term sales contracts. The company
generally works with its customers to develop non-binding forecasts for future orders. Based on such non-binding forecasts, the
company makes commitments regarding the level of business that it will seek and accept, the inventory that it purchases, and
the levels of utilization of personnel and other resources. A variety of conditions, both specific to each customer and generally
affecting each customer’s industry may cause customers to cancel, reduce, or delay orders that were either previously made or
anticipated, file for bankruptey protection, or default on their payments. Significant or numerous cancellations, reductions,
delays m orders by customers, loss of customers, and/or customer defaults on payments could matenally adversely affect the
company’s business.

The company’s revenues originate primarily from the sales of semiconductor, PEMCO (passive, electro-mechanical and
connector), and IT hardware and software products, the sales of which are traditionally cyclical.

The semiconductor industry historically has experienced fluctuations in product supply and demand, often associated with
changes in technology and manufacturing capacity and subject to significant economic market upturns and downturns. Sales of
semiconductor products and related services represented approximately 54%, 49%, and 45%, of the company’s consolidated
sales mm 2020, 2019, and 2018, respectively. The sale of the company’s PEMCO products closely tracks the semiconductor
market. Accordingly, the company’s revenues and profitability, particularly in its global components business segment, tend to
closely follow the strength or weakness of the semiconductor market. Further, economic weakness could cause a decline 1n
spending in information technology, which could have a negative impact on the company’s ECS business. A cyclical downturn
in the technology industry could have a material adverse effect on the company’s business and negatively impact its ability to
maintain historical profitability levels.

The company’s non-U.S. sales represent a significant portion of its revenues, and consequently, the company is exposed to
risks associated with operating internationally.

In 2020, 2019, and 2018, approximately 65%, 60%, and 59%, respectively, of the company’s sales came from its operations
outside the United States. As a result of the company’s mnternational sales and locations, 1ts operations are subject to a vanety of
11sks that are specific to international operations, including the followmg:

* import and export regulations that could erode profit margins or restrict exports;

¢ the burden and cost of compliance with international laws, treaties, and technical standards and changes in those
regulations;

*  potential restrictions on transfers of funds;

¢ import and export tariffs, duties and value-added taxes;

* transportation delays and interruptions;

*  the burden and cost of compliance with complex multi-national tax laws and regulations;

*  uncertainties arising from local business practices and cultural considerations;

¢ foreign laws that potentially discriminate against companies which are headquartered outside that jurisdiction;

*  stringent antitrust regulations in local jurisdictions;

*  volatility associated with sovereign debt of certain international economies;
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¢ the uncertainty surrounding the implementation and effects of Brexit;
*  potential military conflicts and political risks; and

*  currency fluctuations, which the company attempts to minimize through traditional hedging mstruments.

Also, the company’s gross margins in the components business in the Asia-Pacific region tend to be lower than those in other
markets in which the company sells products and services. If sales in this market increases as a percentage of overall sales,
consolidated gross margins will be lower. While the company has and will continue to adopt measures to reduce the potential
mpact of losses resulting fiom the risks of doing business abroad, it cannot ensure that such measures will be adequate and,
therefore, such risks could have a material adverse effect on its business.

Moreover, the company’s effective tax rate may be adversely impacted by, among other things, changes in the mix of earnings
among countries having different statutory tax rates, changes in the valuation of deferred tax assets, and certain international tax
policy efforts, including the Organization for Economic Co-operation and Development’s Base Erosion and Profit Shifting
Project, the European Commission’s state aid investigations, and other imitiatives adversely affecting taxation of international
businesses. Furthermore, many of the countries where the company 1s subject to taxes are independently evaluating their tax
policy and some have already passed tax legislation which affect international businesses. For mstance, on December 22,2017,
the U.S. federal government enacted tax legislation (“Tax Act”), which significantly changed the tax laws by favorably
reducing the corporate federal tax rate (35% to 21%) and moving to a territorial system, while simultaneously imposing an
unfavorable one-time tax on accumulated foreign earnings, limiting deductibility of certain import related costs, including
interest expense, and creating a new tax on certain international activities. Additionally, tax returns are subject to periodic
audits by U.S. and foreign tax authorities, and these audits may result in allocations of income and/or deductions that may result
in tax assessments different from amounts that have been estimated. The company regularly assesses the likelithood of adverse
outcomes resulting from these audits to determine the adequacy of the company’s provision for taxes. Such tax changes, to the
extent they are brought against the company, could increase the effective tax rates in many of the countries where the company
has operations and ultimately could have an adverse effect on overall tax liability, along with increasing the complexity, burden
and cost of tax compliance, all of which could impact the company’s operating results, cash flows, and financial condition.

When the company makes acquisitions, it may take on additional liabilities or not be able to successfully integrate such
acquisitions.

As part of the company’s history and growth strategy, it has acquired other businesses. Acquisitions involve numercus risks,
mncluding the following:

¢ effectively combining the acquired operations, technologies, or products;

* umanticipated costs or assumed liabilities, including those associated with regulatory actions or investigations;
*  not realizing the anticipated financial benefit from the acquired companies;

¢ diversion of management’s attention;

* negative effects on existing customer and supplier relationships; and

*  potential loss of key employees of the acquired companies.

Further, the company has made, and may continue to make acquisitions of, or investments in new services, businesses or
technologies to expand its current service offerings and product lines. Some of these may mvolve risks that may differ from
those traditionally associated with the company’s core distribution business, mncluding undertaking product or service warranty
responsibilities that in its traditional core business would generally reside primarily with its suppliers. If the company is not
successful in mitigating or insuring against such risks, it could have a material adverse effect on the company’s business.

If the company fails to maintain an effective system of internal controls or discovers material weaknesses in its infernal
contrels over financial reporting, it may not be able to report its financial results accurately or timely or detect fraud, which
could have a material adverse effect on its business.

An effective internal control environment is necessary for the company to produce reliable financial reports, safeguard assets,
and 1s an important part of its effort to prevent financial fraud. The company is required to annually evaluate the effectiveness
of the design and operation of its internal controls over financial reporting. Based on these evaluations, the company may
conclude that enhancements, modifications, or changes to internal controls are necessary or desirable. While management
evaluates the effectiveness of the company’s internal controls on a regular basis, these controls may not always be effective.
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There are inherent limitations on the effectiveness of internal controls, including collusion, management override, and failure in
human judgment. In addition, control procedures are designed to reduce rather than eliminate financial statement risk. If the
company fails to maintain an effective system of internal controls, or if management or the company’s independent registered
public accounting firm discovers material weaknesses in the company’s internal controls, it may be unable to produce reliable
financial reports or prevent fraud, which could have a material adverse effect on the company’s business. In addition, the
company may be subject to sanctions or investigation by regulatory authorities, such as the SEC or the NYSE. Any such actions
could result in an adverse reaction in the financial markets due to a loss of confidence in the reliability of the company’s
financial statements, which could cause the market price of its common stock to decline or limit the company’s access to
capital.

The company relies heavily on its internal information systems, which, if not properly functioning, could materially
adversely affect the company’s business.

The company’s current global operations reside on multiple technology platforms. The size and complexity of the company’s
computer systems make them potentially vulnerable to breakdown, malicious mtrusion, and random attack. The company relies
on a global enterprise resource planning (“ERP™) system to standardize its global components processes worldwide and adopt
best-in-class capabilities. The company committed significant resources to this new ERP system, which replaced multiple
legacy systems of the company. Such conversion was extremely complex, in part, because of the wide range of processes and
the multiple legacy systems that must be integrated globally. Failure to properly or adequately address any unaccounted for or
unforeseen issues could impact the company’s ability to perform necessary business operations, which could materially
adversely affect the company’s business.

Regulatory and Legal Risks

Products sold by the company may be found to be defective and, as a result, warranty and/or product liability claims may be
asserted against the company, which may have a material adverse effect on the company.

The company sells its components at prices that are significantly lower than the cost of the equipment or other goods in which
they are incorporated. As a result, the company may face claims for damages (such as consequential damages) that are
disproportionate to the revenues and profits it receives from the components mvolved in the claims. While the company
typically has provisions in its supplier agreements that hold the supplier accountable for defective products, and the company
and its suppliers generally exclude consequential damages in their standard terms and conditions, the company’s ability to avoid
such liabilities may be limited as a result of differing factors, such as the inability to exclude such damages due to the laws of
some of the countries where the company does business. The company’s business could be matenially adversely affected as a
result of a significant quality or performance issue in the products sold by the company, if it is required to pay for the associated
damages. Although the company currently has product liability insurance, such insurance is limited in coverage and amount and
may not be sufficient to cover all possible claims. Further, when relying on contractual liability exclusions, the company could
lose customers 1f their claims are not addressed to their satisfaction.

Tariffs may result in increased prices and could adversely affect the company’s business and results of operations.

In recent years, the U.S. government imposed tariffs on certain products imported into the United States and the Chinese
government imposed tariffs on certain products imported into China, which have increased the prices of many of the products
that the company purchases from its suppliers. The tariffs, along with any additional tariffs or trade restrictions that may be
mplemented by the U.S., Chma or other countries, could result in further increased prices. While the company mtends to pass
price increases on to its customers, the effect of tariffs on prices may mmpact sales and results of operations. Retaliatory tariffs
mposed by other countries on U.S. goods have not yet had a significant impact, but the company cannot predict further
developments. The tariffs and the additional operational costs incurred in minimizing the number of products subject to the
tariffs could adversely affect the operating profits for certain of the company’s businesses and customer demand for certain
products which could have an adverse effect on its business and results of operations.

In addition, m the event that the company pays tariffs for products 1t imports from China which are then re-exported to other
locations outside of the United States, the company may be eligible for refunds of certain tanffs. In order to qualify for these
tariff drawbacks, the company must provide data and documentation to the U.S. government that it must obtain from third-party
sources, such as its suppliers. There is no guarantee the company will be able to obtain this additional data and documentation
from those other sources, which could result in the U.S. government rejecting the drawback requests. Further, there are
additional administrative costs expended by the company in furtherance of these efforts. Finally, due to the backlog of
drawback applications, the U.S. government has been slow in issuing the associated drawback refunds. The company’s inability

13

26.07.2022 kI 16:29 Brgnngysundregistrene Side 16 av 113



== Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 926741969

to obtain the drawback refunds or significant delays in receiving them could result in a material adverse effect on the
company’s business.

The company is subject to U.S. and certain foreign export and import controls, sanctions, embargoes, anfi-corruption laws,
anti-bribery laws, and anti-money laundering laws and regulations. In the event of non-compliance, the company can face
serious consequences, which can harm its business.

The company is subject to export control and import laws and regulations, including the U.S. Export Administration
Regulations (“EAR™), U.S. Customs regulations, various economic and trade sanctions regulations administered by the U.S.
Treasury Department’s Office of Foreign Assets Controls (“OFAC™). Products the company sells which are either
manufactured in the United States or based on U.S. technology (“U.S. Products™) are subject to the EAR when exported and re-
exported to and from all international jurisdictions, in addition to the local jurisdiction’s export regulations applicable to
mdividual shipments. Licenses or proper license exemptions may be required by local jurisdictions’ export regulations,
meluding EAR, for the shipment of certam U.S. Products to certain countries, mncluding China, India, Russia, and other
countries 1n which the company operates. Non-compliance with the EAR, OFAC regulations, or other applicable export
regulations can result in a wide range of penalties including the denial of export privileges, fines, criminal penalties, and the
seizure of inventories. In the event that any export regulatory body determines that any shipments made by the company violate
the applicable export regulations, the company could be fined significant sums and/or its export capabilities could be restricted,
which could have a material adverse effect on the company’s business. For example, in 2019, the company determined that
from 2015 to 2019 a limited number of non-executive employees, without first obtaining required authorization from the
company or the United States government, had facilitated product shipments with an aggregate total invoiced value of
approximately $4.8 million, to resellers for reexports to persons covered by the Iran Threat Reduction and Syria Human Rights
Act of 2012 or other United States sanctions and export control laws. The company has voluntanily reported these activities to
OFAC and the United States Department of Commerce’s Bureau of Industrty and Secunity (“BIS™), conducted an mternal
investigation and terminated or disciplined the employees involved. BIS has closed its investigation and issued the company a
warning letter without referring the matter for further proceedings. No penalties have been imposed by BIS. The company has
cooperated fully and intends to continue to cooperate fully with OFAC with respect to its review, which may result in the
imposition of penalties, which we are currently not able to estimate.

Further, the company is also subject to the U.S. Foreign Corrupt Practices Act of 1977, as amended, the U.S. domestic bribery
statute contained in 18 U.S.C. §201, and other state and national anti-bribery and anti-money laundering laws in the countries in
which it conducts business. Anti-corruption laws are interpreted broadly and prohibit companies and their employees, agents,
contractors, and other collaborators from authorizing, promising, offering, or providing, directly or indirectly, improper
payments or anything else of value to recipients in the public or private sector. The company engages third parties to provide
services. The company can be held liable for the corrupt or other illegal activities of its employees, agents, and contractors,
even 1f 1t does not explicitly authornize or have actual knowledge of such activities. Any violations of the laws and regulations
described above may result in substantial civil and crimmal fines and penalties, imprisonment, the loss of export or import
privileges, debarment, tax reassessments, breach of contract and fraud litigation, reputational harm, and other consequences.

The company is subject to environmental laws and regulations that could materially adversely affect its business.

A number of jurisdictions m which the company’s products are sold have enacted laws addressing environmental and other
mpacts from product disposal, use of hazardous materials in produets, use of chemicals in manufacturing, recycling of products
at the end of their useful life, and other related matters. These laws prohibit the use of certain substances in the manufacture of
the company’s products and impose a variety of requirements for modification of manufacturing processes, registration,
chemical testing, labeling, and other matters. Failure to comply with these laws or any other applicable environmental
regulations could result in fines or suspension of sales. Additionally, these directives and regulations may result in the company
having non-compliant inventory that may be less readily salable or have to be written off.

Some environmental laws mpose liability, sometimes without fault, for mvestigating or cleaning up contamination on or
emanating from the company’s currently or formerly owned, leased, or operated property, as well as for damages to property or
natural resources and for personal injury arising out of such contamination. As the distribution business, in general, does not
ivolve the manufacture of products, it is typically not subject to significant liability in this area. However, there may be
occasions, including through acquisitions, where environmental hability arises. Two sites for which the company assumed
responsibility as part of the Wyle Electronics (“Wyle™) acquisition are known to have environmental issues, one at Norco,
California and the other at Huntsville, Alabama. The company was also named as a defendant in a private lawsuit filed in
connection with alleged contamination at a small industrial building formerly leased by Wyle Laboratories in El Segundo,
California. That lawsuit was ultimately settled, but the possibility remains that government entities or others may attempt to
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mvolve the company in further characterization or remediation of groundwater issues in the area. The presence of
envirommental contamination could also interfere with ongoing operations or adversely affect the company’s ability to sell or
lease its properties. The discovery of contamination for which the company is responsible, the enactment of new laws and
regulations, or changes in how existing regulations are enforced, could require the company to incur costs for compliance or
subject it to unexpected liabilities.

The company may be subject to intellectual property rights claims, which are costly to defend, could require payment of
damages or licensing fees and could limit the company’s ability te use certain technologies in the future.

Certain of the company’s products and services include intellectual property owned primarily by the company’s third party
suppliers and, to a lesser extent, the company itself. Substantial litigation and threats of litigation regarding intellectual property
rights exist in the semiconductor/integrated circuit, software and some service industries. From time to time, third parties
(mncluding certain companies in the business of acquiring patents not for the purpose of developmng technology but with the
mtention of aggressively seeking licensing revenue from purported mfringers) may assert patent, copyright and/or other
mtellectual property rights to technologies that are important to the company’s business. Depending on the nature of the claim,
the company may be able to seek indemnification from its suppliers for itself and its customers against such claims, but there is
no assurance that it will be successful in obtaining such indemnification or that the company is fully protected against such
claims. In addition, the company 1s exposed to potential liability for technology that it develops itself or when it combines
multiple technologies of its suppliers for which it may have limited or no indemmification protections. In any dispute involving
products or services that incorporate intellectual property from multiple sources or is developed, licensed by the company, or
obtained through acquisition, the company’s customers could also become the targets of litigation. The company may be
obligated to indemnify and defend its customers if the products or services the company sells are alleged to infringe any third
party’s intellectual property rights. Any infiingement or indemmification claim brought against the company, regardless of the
duration, outcome, or size of damage award, could:

¢ result in substantial cost to the company;

*  divert management’s attention and resources;
*  be tune consuming to defend;

*  result in substantial damage awards; or

*  cause product shipment delays.

Additionally, if an infringement claim against the company or its customers is successful, the company may be required to pay
damages or seek royalty or license arrangements, which may not be available on commercially reasonable terms. The payment
of any such damages or royalties may significantly increase the company’s operating expenses and materially harm the
company’s operating results and financial condition. Further, royalty or license arrangements may not be available at all, which
would then require the company to stop selling certain products or using certain technologies, which could negatively affect the
company’s ability to compete effectively.

Restrictions on immigration or changes in immigration laws could limit the company’s access to qualified and skilled
professionals, increase the cost of doing business, or otherwise disrupt operations.

Restrictions on immigration or changes in immigration laws could limit the company’s access to qualified and skilled
professionals, increase the cost of doing business, or otherwise disrupt operations. The success of portions of the company’s
business is dependent on its ability to recruit engineers and other professionals. Immigration laws in the United States and other
countries in which the company operates are subject to legislative changes, as well as variations m the standards of application
and enforcement due to political forces and economic conditions. It 1s difficult to predict the polifical and economic events that
could affect immigration laws, or the restrictive impact they could have on obtaining or renewing work visas. If immigration
laws change or if more restrictive government regulations are enacted, the company’s access to qualified and skilled
professionals may be limited, the costs of doing business may increase, operations may be disrupted, and the company’s
business may be materially negatively impacted.

The company may not be able to adequately anticipate, prevent, or mitigate damage resulting from criminal and other illegal
or fraudulent activities committed against it or as a result of misconduct or other improper activities by its employees or
contractors.

Global businesses are facing increasing risks of criminal, illegal, and other fraudulent acts. The evolving nature of such threats,
considering new and sophisticated methods used by criminals, including phishing, misrepresentation, social engineering and
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forgery, 1s making it increasingly difficult for the company to anticipate and adequately mitigate these risks. In addition,
designing and implementing measures to defend against, prevent, and detect these types of activities are increasingly costly and
invasive into the operations of the business. In addition, misconduct or failure of its employees or contractors to adhere to
company policy may further heighten such risks. As a result, the company could experience a material loss to the extent that
controls and other measures implemented to address these threats fail to prevent or detect such acts.

In addition, misconduect by its employees or contracts may melude intentional failures to comply with the applicable laws and
regulations in the United States and abroad, report financial information or data accurately or disclose unauthorized activities to
the company. Such misconduct could result in legal or regulatory sanctions and cause serious harm to the company’s reputation.

It is not always possible to identify and deter employee misconduct, and any other precautions the company takes to detect and
prevent this activity may not be effective in controlling unknown or unmanaged risks or losses, or in protecting the company
from governmental investigations or other actions or lawsuits stemming from a failure to comply with these laws or regulations.
If any such actions are mnstituted against the company, and 1t 1s not successful in defending itself or asserting its rights, those
actions could result in the imposition of significant civil, criminal and administrative penalties, which could have a sigmficant
mmpact on the company’s business. Whether or not the company is successful in defending against such actions or
investigations, it could incur substantial costs, including legal fees, and divert the attention of management in defending itself
against any of these claims or investigations.

Cyber security and privacy breaches may hurt the company’s business, damage ifs reputation, increase its costs, and cause
losses.

The company’s information technology systems could be subject to invasion, cyber-attack, or data privacy breaches by
employees, others with authorized access, and unauthorized persons. Such attacks could result in disruption to the company’s
operations and/or loss or disclosure of, or damage to, the company’s or any of its customer’s or supplier’s data, confidential
information, or reputation. The company’s information technology systems security measures may also be breached due to
employee error, malfeasance, or otherwise. Additionally, outside parties may attempt to fraudulently induce employees,
customers, or suppliers to disclose sensitive information in order to gain access to the company’s data and mformation
technology systems. Any such breach could result in significant legal and financial exposure, damage to the company’s
reputation, loss of competitive advantage, and a loss of confidence m the security of the company’s information technology
systemns that could potentially have an impact on the company’s business. Because the techniques used to obtain unauthorized
access, disable or degrade, or sabotage the company’s information technology systems change frequently and often are not
recognized until launched, the company may be unable to anticipate these techniques or to implement adequate preventive
measures. Further, third parties, such as hosted solution providers, that provide services for the company’s operations, could
also be a source of security risk in the event of a failure of their own security systems and infrastructure.

The company makes investments seeking to address risks and vulnerabilities, meluding ongoing monitoring, updating networks
and systems, and personnel awareness training of potential cyber security threats to help ensure employees remain diligent in
identifying potential risks. In addition, the company has deployed monitoring capabilities to support early detection, internal
and external escalation, and effective responses to potential anomalies. As part of the company’s regular review of potential
risks, the company analyzes emerging cyber security threats as well as the company’s plan and strategies to address them and
presents them to senior management. Although the company has developed systems and processes that are designed to protect
information and prevent data loss and other security breaches, including systems and processes designed to reduce the impact of
a security breach, such measures cannot provide absolute security. Such breaches, whether successful or unsuccessful, could
result in the company mcurring costs related to, for example, rebuilding internal systems, defending against litigation,
responding to regulatory mquiries or actions, paying damages, or taking other remedial steps.

Also, global privacy legislation, enforcement, and policy activity are rapidly expanding and creating a complex compliance
environment. The company’s failure to comply with federal, state, or international privacy related or data protection laws and
regulations could result in proceedings against the company by governmental entities or others. Although the company has
nsurance coverage for protecting against loss from cyber security and privacy risks, it may not be sufficient to cover all
possible claims, and the company may suffer losses that could have a material adverse effect on its business.
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Financial Risks
The company may not have adequate or cost-effective liguidity or capital resources.

The company requires cash or commutted liqudity facilities for general corporate purposes, such as funding its ongoing
working capital, acquisitions, and capital expenditure needs, as well as to refinance indebtedness. At December 31, 2020, the
company had cash and cash equivalents of $373.6 million. In addition, the company currently has access to committed credit
lines of $2.0 billion and a committed North America asset securitization program of $1.2 billion, of which the company had no
outstanding borrowings at December 31, 2020. The company’s ability to satisfy its cash needs depends on its ability to generate
cash from operations and to access the financial markets, both of which are subject to general economic, financial, competitive,
legislative, regulatory, and other factors that are beyond its control.

The company may, in the future, need to access the financial markets to satisfy its cash needs. The company’s ability to obtain
external financing 1s affected by various factors, including general financial market conditions and the company’s debt ratings.
Further, any increase in the company’s level of debt or deterioration of its operating results may cause a reduction in its current
debt ratings. Any downgrade in the company’s current debt rating or tightening of credit availability could impair the
company’s ability to obtain additional financing or renew existing credit facilities on acceptable terms, if at all, negatively
mpact the price of the company’s common stock, increase its interest payments under existing debt agreements and have other
negative implications on its business, many of which are beyond the company’s control. Under the terms of any additional
external financing, the company may incur higher financing expenses and become subject to additional restrictions and
covenants. For example, the company’s existing debt agreements contain restrictive covenants, mncluding covenants requiring
compliance with specified financial ratios, and a failure to comply with these or any other covenants may result n an event of
default. An increase in the company’s financing costs or loss of access to cost-effective capital resources could have a material
adverse effect on the company’s business.

The agreements governing some of the company’s financing arrangements contain various covenants and restrictions that
limit some of management’s discrefion in operating the business and could prevent the company from engaging in some
activities that may be beneficial to its business.

The agreements govening the company’s financings contain various covenants and restrictions that, in certain circumstances,
could limit its ability to:

*  grant liens on assets;

* make investments or certain acquisitions;

¢ merge, consolidate, or transfer all or substantially all of its assets;
* incur additional debt; or

*  engage In certain transactions with affiliates.

As a result of these covenants and restrictions, the company may be limited in how it conducts its business and may be unable
to raise additional debt, compete effectively, or make investments.

Further, if an event of default under any of the company’s existing debt agreements occurred or became imminent, while it
could explore alternative sources of capital, whether debt or equity, such alternative sources would likely be more expensive
than the costs it incurs under its existing credit facility. Further, it would be unable to borrow additional amounts under the
existing credit facility, and as a result would be unable to make acquisitions or fund share repurchases, and the lenders
thereunder could accelerate the company’s obligations under the debt agreement. This circumstance would have a material
adverse effect on the company’s financial position and results of operations.

The company’s goodwill and identifiable intangible assets could become impaired, which could reduce the value of its assets
and reduce its net income in the year in which the write-off occurs.

Goodwill represents the excess of the cost of an acquisition over the fair value of the assets acquired. The company also
ascribes value to certain identifiable intangible assets, which consist primarily of customer relationships and trade names,
among others, as a result of acquisitions. The company may meur impairment charges on goodwill or identifiable intangible
assets 1f 1t determines that the fair values of the goodwill or 1dentifiable intangible assets are less than their current carrying
values. The company evaluates, on a regular basis, whether events or circumstances have occurred that indicate all, or a portion,
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of the carrying amount of goodwill or identifiable intangible assets may no longer be recoverable, in which case an impairment
charge to eamings would become necessary.

For example, during the second quarter of 2019, based in part on the company’s downward revision of forecasted future
earmings and the decision to wind down its personal computer and mobility asset disposition busmess, the company conducted
an interim goodwill impairment analysis related to the Americas components and Asia-Pacific components reporting umts. As a
result of the impairment analysis, the company recorded a non-cash goodwill mmpairment charge of approximately $570.2
million. Additionally, the company recorded a non-cash trade name impairment charge of $46.0 million in connection with an
initiative to further integrate two global components businesses.

Refer to Notes 1 and 3 of the Notes to the Consolidated Financial Statements and “Critical Accounting Policies” in
Management’s Discussion and Analysis of Financial Condition and Results of Operations for further discussion of the
mpairment testing of goodwill and 1dentifiable mtangible assets.

A decline in general economic conditions, a substantial increase in market interest rates, and increase in income tax rates, or the
company’s 1nability to meet long-term working capital or operating income projections could 1mpact future valuations of the
company’s reporting units, and the company could be required to record an impairment charge in the future, which could
mpact the company’s consolidated balance sheets, as well as the company’s consolidated statements of operations. If the
company were required to recognize an impairment charge in the future, the charge would not impact the company’s
consolidated cash flows, current liquidity, capital resources, and covenants under its existing revolving credit facility, North
America asset securitization program, and other outstanding borrowings.

General Risks

The company’s success depends upon its ability to attract, retain, motivate and develop key executives and the strategies they
develop.

Any failure to attract, retain, motivate and develop key talent may materially and adversely affect the company’s business,
prospects, financial condition, and results of operations. The company’s success depends, to a significant extent, on the
capability, expertise, and continued services of its key executives. The company relies on the expertise and experience of
certain key executives in developing business strategies, business operations, and maintaining relationships with customers and
suppliers. If the company were to lose any of its key executives, it may not be able to find a suitable replacement with
comparable knowledge and experience in a timely manner, or if at all, at similar level of remuneration and other benefits.

General business conditions are vulnerable to the effects of epidemics and pandemics, such as the COVID-19 pandemic,
which could materially disrupt the company’s business and have a negative impact on the company’s financial results and
financial condition.

The company 1s vulnerable to the general economic effects of epidemics, pandemies and other public health crises, such as the
COVID-19 pandemic. Due to the recent outbreak of COVID-19, there has been a substantial curtailment of travel and business

activifies, which 1s causing significant disruptions to the U.S. and global economy. The extent to which COVID-19 mpacts the
company’s results will depend primarily on future developments, which are highly uncertain and cannot be predicted with
confidence, meluding the severity and duration of the crisis, the speed and effectiveness of vaceine and treatment developments
and deployment, potential mutations of COVID-19, and the impact of actions taken and that will be taken to contain COVID-19
or treat its impact, among others. For example, if COVID-19 continues to spread, the company may need to limit operations or
mmplement additional restrictions as a result of widespread government restrictions. The company’s increased reliance on
personnel working from home may negatively impact productivity or disrupt, delay or otherwise adversely impact its business.
In addition, remote working could increase the company’s cyber security risk. In addition, a U.S. or global recession or a
banking crisis triggered by the COVID-19 pandemic could have a material adverse effect on the company’s business, financial
results and financial condition, including by reducing the demand for its products and services, reducing the access to its
supplies, increasing customer defaults, reducing its access to capital, and reducing the value of its common stock.

To date, the company has experienced limitations in employee resources resulting from travel restrictions and “stay at home”
orders.
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Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

The company has executive offices located in Centennial, Colorado under a long-term lease expiring in 2033. The company
leases six major warehouses and logistics centers with approximately 2.4 million square feet of space located in Reno, Nevada,
Phoenix, Arizona, Hong Kong, Shenzhen, Chmna, and two warehouses m Venlo, Netherlands. The company has 36 smaller
distribution centers with approximately 848 thousand square feet of space located throughout the Americas, EMEA, and Asia-
Pacific regions. The company believes its facilities are well maintained and suitable for company operations. We do not
anticipate significant difficulty in renewing our leases as they expire or securing replacement facilities.

Item 3. Legal Proceedings.

See Note 15, Contingencies, to the consolidated financial statements included in Item 8 of Part IT of this 10-K for information
regarding certain legal proceedings in which we are mvolved.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART IT

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.

Market Information

The company's common stock is listed on the NY SE (rading symbol: “ARW™).

Record Holders

On February 4, 2021, there were approximately 1,365 shareholders of record of the company's common stock.

Equity Compensation Plan Information

The following table summarizes nformation, as of December 31, 2020, relating to the Ommbus Incentive Plan, which was
approved by the company's shareholders and under which cash-based awards, non-qualified stock options, mcentive stock

options, stock appreciation rights, restricted stock, restricted stock units, performance shares, performance share units, covered
employee annual incentive awards, and other stock-based awards may be granted.

Number of
Securities to be Weighted-
Issued Upon Average Number of
Exercise of Exercise Price Securities
Outstanding of Outstanding Remaining
Options, Options, Available for
Warrants and Warrants and Future
Plan Category Rights Rights Issuance
Equity compensation plans approved by security holders 2,714063 § 74.17 6,777,309
Total 2714063 § 74.17 6,777,309
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Performance Graph

The following graph compares the performance of the company's common stock for the periods indicated with the performance
of the Standard & Poor's MidCap 400 Index (“S&P 400 Stock Index™) and the average performance of a group consisting of the
company's peer companies (“Peer Group™) on a line-of-business basis. During 2020, the companies included in the Peer Group
are Avnet, Inc., Celestica Inc., Flex Ltd., Jabil, Inc., and WESCO International, Inc. During 2020, Anixter International Inc.
completed a merger with WESCO International, Inc. and Tech Data Corporation was acquired by Apollo Global Management
Ine. As a result, sufficient financial data was no longer available, and these companies were removed from the Peer Group. The
graph assumes $100 invested on December 31, 2015 in the company, the S&P 400 MidCap Stock Index, and the Peer Group.
Total return indicies reflect reinvestment of dividends and are weighted on the basis of market capitalization at the time of each
reported data point.
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21

26.07.2022 kI 16:29 Brgnngysundregistrene Side 24 av 113



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 926741969

Issuer Purchases of Equity Securities

The following table shows the share-repurchase activity for the quarter ended December 31, 2020 (in thousands except share
and per share data):

Approximate
Total Number of Dollar Value of
Shares Shares that May
Total Purchased as Yet be
Number of Average Part of Publicly Purchased
Shares Price Paid Announced Under the
Month Purchased (a) per Share Program (b) Program

September 27 through October 24, 2020 242,171 §$ 82.52 242,171 % 543,470
October 25 through November 21, 2020 399,236 86.18 399,236 509,062
November 22 through December 31, 2020 483,185 94.41 483,068 463,457

Total 1,124,592 1,124,475

(a) Includes share repurchases under the Share-Repurchase Programs and those associated with shares withheld from
employees for stock-based awards, as permitted by the Omnibus Incentive Plan, n order to satisfy the required tax
withholding obligations.

) The difference between the “total number of shares purchased” and the “total number of shares purchased as part of
publicly announced program” for the quarter ended December 31, 2020 1s 117 shares, which relate to shares withheld
from employees for stock-based awards, as permitted by the Omnibus Incentive Plan, in order to satisfy the required
tax withholding obligations. The purchase of these shares were not made pursuant to any publicly announced

repurchase plan.
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Ttem 6. Selected Financial Data.

The following table sets forth certain selected consolidated financial data and must be read in conjunction with the company's
consolidated financial statements and related notes appearing elsewhere in this Annual Report on Form 10-K (dollars in
thousands except per share data).

For the years ended December 31: 2020 (a) 2019 (b) 2018 (c) 2017 (d) 2016 (e)
Sales $ 28,673,363 $ 28,916,847 § 29,676,768 § 26,554,563 § 23,487,872
Gross profit 3,191,130 3,298,381 3,700,512 3,356,968 3,144,322
Operating income 894,511 107,696 1,147,512 945,736 876,826
Net mcome (loss) attributable to

shareholders 584,438 (204,087) 716,195 402,176 522,815
Net income (loss) per share:

Basic 8 749 % 2.44) ¢ 819 § 454 % 5.75

Diluted 3 743 % 2.44) § 810 § 448 % 5.68
At December 31:
Accounts receivable, net and inventories $12.492.651 $11,959807 §$ 12824141 $11428.106 $ 9,566,080
Total assets 17,053,911 16,400,796 17,784,445 16,459,267 14,203,479
Long-term debt 2,097,940 2,640,129 3,239,115 2,933,045 2,696,334
Shareholders' equity 5,089,319 4,811,919 5,324,590 4,949,255 4,411,136

Amounts discussed below are before tax except for amounts related to the effects of certain tax items.

(a) Operating income and net income attributable to shareholders mclude identifiable intangible asset amortization of
$38.4 million, impairments of $7.2 million, and restructuring, integration and other charges of $13.3 million. Net
income attributable to shareholders also mcludes a net gain on investment of $5.3 million, pension settlement gain $1.8
million and approximately $32.7 million, net of tax, primarily related to foreign tax and other loss contingencies.

) Operating income and net income attributable to shareholders melude identifiable intangible asset amortization of
$48.1 million, loss on disposition of businesses, net of $21.3 million, impairments of $698.2 million, and restructuring,
integration, and other charges of $89.8 million. Net income attributable to shareholders also includes a net gain on
investment of $11.8 million, pension settlement loss of $20.1 million, and tax expense of $21.7 million related to the
repatriation of foreign earnings, the wind down of the personal computer and mobility asset disposition business, and
the Tax Act.

(c) Operating income and net income attributable to shareholders include identifiable intangible asset amortization of
$49.4 million, loss on disposition of businesses, net of $3.6 million, and restructuring, integration, and other charges of
$60.4 million. Net income attributable to shareholders also includes a net loss on investment of $14.2 million, impact
of Tax Act of $28.3 million, and pension settlement loss of $1.7 million.

(d) Operating income and net income attributable to shareholders include identifiable intangible asset amortization of
$50.1 million, loss on disposition of businesses, net of $21.0 million, and restructuring, integration, and other charges
of $74.6 million. Net income attributable to sharcholders also includes a net loss on investment of $6.6 million,
pension settlement loss of $16.7 million, loss on extinguishment of debt of $59.5 million, and the 1mpact of the Tax
Act of $124.7 million.

(e) Operating income and net income attributable to shareholders melude identifiable intangible asset amortization of
$54.9 mllion and restructuring, integration, and other charges of $61.4 million. Net income attributable to
shareholders also mncludes a net gain on investment of $2.9 million, and a pension settlement loss of $12.2 million.
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Item 7. Management's Discussion and Analysis of Financial Coendition and Results of Operations.

This section of the Form 10-K generally discusses 2020 and 2019 items and year-to-year comparisons between 2020 and 2019.
Discussions of 2018 items and year-to-year comparisons between 2019 and 2018 that are not included in this Form 10-K can
be found in “Management's Discussion and Analysis of Financial Condition and Results of Operations” in Part II, Item 7 of the
Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2019.

Overview

Arrow Electronics, Inc. (the “company™) is a global provider of products, services, and solutions to industrial and commercial
users of electronic components and enterprise computing solutions. The company has one of the world's broadest portfolios of
product offerings available from leading electronic components and enterprise computing solutions suppliers, coupled with a
range of services, solutions and tools that help industrial and commercial customers introduce inmovative products, reduce their
time to market, and enhance their overall competitiveness. The company has two business segments, the global components
business segment and the global enterprise computing solutions (“ECS”) business segment. The company distributes electronic
components to original equipment manufacturers (“OEMs”) and contract manufacturers (“CMs”) through its global
components business segment and provides enterprise computing solutions to value-added resellers (“VARs”) and managed
service providers (“MSPs”™) through its global ECS business segment. For 2020, approximately 72% of the company's sales
were from the global components business segment and approximately 28% of the company's sales were from the global ECS
business segment.

The company's financial objectives are to grow sales faster than the market, increase the markets served, grow profits faster
than sales, and increase return on invested capital. To achieve its objectives, the company secks to capture significant
opportunities to grow across products, markets, and geographies. To supplement its organic growth strategy, the company
continually evaluates strategic acquisitions to broaden its product and value-added service offerings, mcrease its market
penetration, and expand its geographic reach.

Executive Summary

Consolidated sales for 2020 decreased by 0.8% compared with the year-earlier period. The decrease for 2020 was driven by a
5.7% decrease in global ECS business segment sales offset by a 1.2% increase in the global components business segment
sales. Adjusted for the change in foreign currencies, dispositions, and the closure of the company's personal computer and
mobility asset disposition business (referred to as "impact of wind down"), non-GAAP consolidated sales decreased 0.4% in
2020 compared with the year-earlier period.

The company reported net income attributable to shareholders of $584.4 million in 2020 compared with a net loss of $204.1
million in the year-earlier period. The following items impacted the comparability of the company's results for the years ended
December 31, 2020 and 2019 (all amounts are before tax except for amounts related to the effects of tax changes):

«  restructuring, integration, and other charges of $13.3 million in 2020 and $78.4 millicn 1n 2019;

« 1identifiable intangible asset amortization of $38.4 million in 2020 and $42.4 millicn in 2019;

« impairments of long-lived assets of $7.2 million in 2020 and impairments of goodwill and other long-lived assets of
$623.8 million in 2019,

¢« income from wind down of business of $14.7 million in 2020 and losses from wind down of business of $162.4
million, inclusive of $74.9 million of impairments of long-lived assets in 2019;

«  Amow Financing Solutions ("AFS") notes receivable recoveries of $1.8 million in 2020 and AFS notes receivable
reserves and mventory write-downs of $18.0 millicn in 2019;

<  net gamn on mvestments of $5.3 mullion 1n 2020 and $11.8 million m 2019;

«  tax benefit of $1.3 million in 2020 and tax expense of $1.7 million in 2019 related to legislation changes and other
non-recurring tax adjustments;

«  pension settlement gain of $1.8 million in 2020 and pension settlement loss of $20.1 million in 2019;

«  Digital inventory write-downs, net of $22.3 million in 2019;

¢ loss on disposition of businesses, net of $1.9 million in 2019;

¢« income tax expense of $20.0 million in 2019 related to the wind down of business; and

«  interest expense of $0.7 million in 2019 related to an uncertain tax position related to legislation changes.

Excluding the aforementioned items, non-GAAP net mecome attributable to shareholders decreased to $609.7 million in 2020

compared with $636.5 mllion m the year-carlier period. Net mcome m 2020 also included charges of approximately
$32.7 million, net of tax, primarily related to foreign tax and other loss contingencies within the Global ECS business.
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Impact of the COVID-19 Pandemic

On March 10, 2020, the World Health Organization declared the outbreak of the COVID-19 coronavirus to be a pandemic.
COVID-19 has caused substantial disruption to travel, business activities, and global supply chains, significant volatility in
global financial markets, and has resulted in a dramatic increase in unemployment, particularly in the U.S.

To date, the company has experienced some limitations in employee resources resulting from travel restrictions and “stay at
home™ orders. Despite these restrictions, the company continues to efficiently manage the global supply cham requirements of
our customers and suppliers. Throughout 2020, the company experienced strong demand for solutions that enable business
confimuity and work from home capabilities. Management is actively monitoring the impact of the global situation on its
financial condition, liquidity, operations, suppliers, industry and workforce.

The extent to which COVID-19 will continue to impact the company’s results will depend primarily on future developments,
mncluding the severity and duration of the crisis, the speed and effectiveness of vaccine and treatment developments and
deployment, potential mutations of COVID-19, and the impact of actions taken and that will be taken to contain COVID-15 or
treat its 1mpact, among others. These future developments are highly uncertain and cannot be predicted with confidence. The
global economic impact from COVID-19 may adversely affect the company's results of operations in the future and may affect
the credit condition of some of our customers, which could merease delays in customer payments and credit losses.

Certain Non-GAAP Financial Information

In addition to disclosing financial results that are determined in accordance with accounting principles generally accepted in the
United States (“GAAP”), the company also discloses certain non-GAAP financial information, including:

¢«  Non-GAAP sales for the consolidated company, global components, and global ECS, non-GAAP gross profit, and
non-GAAP operating expenses exclude the impact of changes m foreign currencies (referred to as "changes m foreign
currencies") by re-translating prior period results at current period foreign exchange rates, the 1mpact of dispositions
by adjusting the company's operating results for businesses disposed, as if the dispositions had occumred at the
beginning of the earliest period presented (referred to as "dispositions"), the impact of the company's personal
computer and mobility asset disposition business (referred to as "wind down"), the impact of inventory write-downs
and recoveries related to the digital business (referred to as “digital inventory write-downs, net”), and the impact of
notes receivable reserves and recoveries and inventory write-downs related to the AFS business (referred to as “AFS
notes receivable reserves and recoveries” and “AFS inventory write-downs”, respectively).

¢« Non-GAAP operating income excludes identifiable intangible asset amortization, restructuring, mtegration, and other
charges (credits), loss on disposition of businesses, net, AFS notes receivable reserves and recoveries and inventory
write-downs, digital inventory write-downs, net, the impact of non-cash charges related to goodwill, trade names, and
long-lived assets, and the 1mpact of wind down.

+  Non-GAAP net income attributable to shareholders excludes identifiable intangible asset amortization, restructuring,
integration, and other charges (credits), loss on disposition of businesses, net, AFS notes receivable reserves and
recoveries and inventory write-downs, digital inventory write-downs, net, gains and losses on investments, net, the
impact of non-cash charges related to goodwill, trade names, and long-lived assets, certain tax adjustments, pension
settlement (gain) loss, and the impact of wind down.

Management believes that providing this additional information is useful to the reader, as a supplement to the GAAP measures,
to better assess and understand the company's operating performance, especially when comparing results with previous periods.
Management typically monitors these non-GAAP measures n addition to GAAP results to understand and compare operating
results across accounting periods for forecasting purposes, operating plans, and evaluating our financial performance. However,
analysis of results on a non-GAAP basis should be used as a complement to, and in conjunction with, data presented in
accordance with GAAP.
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Sales
Substantially all of the company’s sales are made on an order-by-order basis, rather than through long-term sales contracts. As
such, the nature of the company’s business does not provide for the visibility of material forward-looking information from its

customers and suppliers beyond a few months.

Following is an analysis of net sales by reportable segment for the years ended December 31 (in millions):

2020 2019 Change
Consolidated sales, as reported* $ 28673 § 28,917 (0.8)%
Tmpact of changes in foreign currencies — 119
Impact of dispositions and wind down — (252)
Non-GAAP consolidated sales™* $ 28673 % 28,784 0.4)%
Global components sales, as reported 3 20,503 § 20,251 12 %
Impact of changes m foreign currencies — 70
Impact of wind down — 240)
Non-GAAP global components sales 8 20,503 § 20,081 2.1 %
Global ECS sales, as reported $ 8171 § 8,666 (5.7)%
Impact of changes m foreign currencies — 49
Impact of dispositions — (11)
Non-GAAP global ECS sales™ 3 8171 3§ 8,703 (6.1)%

* The sum of the components for sales, as reported, and non-GAAP sales may not agree to totals, as presented, due to rounding.

Consolidated sales for 2020 decreased by $243.5 million, or 0.8%, compared with the year-earlier period. The decrease in 2020
was driven by a decrease in global ECS business segment sales of $495.4 million, or 5.7%, partially offset by an increase n
global components business segment sales of $252.0 million, or 1.2%, compared with the year-earlier period. Non-GAAP
consolidated sales decreased 0.4% in 2020, compared with the year-earlier period.

Compared with the year-earlier period, global components business segment sales for 2020 mereased $252.0 million, or 1.2%,
as reported. Increases were primarily due to stronger demand in the Asia-Pacific region, offset by lower sales volumes in the
Americas and Europe, the Middle East, and Africa ("EMEA") regions, as well as the impact of wind down. Non-GAAP global
components sales increased 2.1% in 2020, compared with the year-earlier period.

Compared with the year-earlier period, global ECS busmess segment sales for 2020 decreased $495.4 million, or 5.7%, as
reported. Decreases in sales were primarily due to lower sales volumes driven by softer demand for proprietary server solutions
and networking, offset partially by stronger demand in the infrastructure software, industry standard servers, security and
storage verticals. Non-GAAP global components sales decreased 6.1% in 2020, compared with the year-earlier period.
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Gross Profit

Following is an analysis of gross profit for the years ended December 31 (in millions):

2020 2019 Change

Consolidated gross profit, as reported 3 3,191 % 3,298 (3.3)%

Impact of changes m foreign currencies — 16

Impact of dispositions and wind down (11 3)

Digital and AFS inventory write-downs, net — 24
Non-GAAP consolidated gross profit* $ 3,180 % 3336 4. 1%
Consolidated gross profit as a percentage of sales, as reported 11.1 % 114 %  (30) bps
Non-GAAP consolidated gross profit as a percentage of non-GAAP sales 11.1 % 116 %  (50) bps

* The sum of the components for non-GAAP gross profit may not agree to totals, as presented, due to rounding.

The company recorded gross profit of $3.2 billion for 2020 compared with $3.3 billion in the year-earlier period. Non-GAAP
gross profit decreased 4.7% in 2020 compared with the year-earlier period. Non-GAAP gross profit margins in 2020 decreased
by approximately 50 bps compared with the year-earlier period primarily due to regional mix with Asia-Pacific components
contributing 46% of global components sales for 2020 compared with 38% of global components sales for the year-earlier
period. These decreases were offset partially by growing demand in services offerings globally.

Selling, General, and Administrative Expenses and Depreciation and Amortization

Following is an analysis of operating expenses for the years ended December 31 (in millions):

2020 2019 Change

Selling, general, and administrative expenses, as reported $ 2087 $ 2,192 (4.8)%
Depreciation and amortization, as reported 189 190 flat
Operating expenses, as reported™ 3 2,276 $ 2,381 (4.4)%

Impact of changes m foreign currencies — 3

Impact of dispositions and wind down 4 (60)

AFS notes receivable (reserves) and recoveries 2 (16)
Non-GAAP operating expenses™ 3 2,281 $ 2,309 (1.2)%
Operating expenses as a percentage of sales, as reported 79 % 829% (30) bps
Non-GAAP operating expenses as a percentage of non-GAAP sales 8.0 % 8.0%  flat

* The sum of the components for selling, general, and administrative expenses and depreciation and amortization, as reported, and non-GAAP
operating expenses may not agree to totals, as presented, due to rounding.

Selling, general, and administrative expenses decreased by $104.6 million, or 4.8%, in 2020, on a sales decrease of 0.8%,
compared with the year-carlier period, primarily due to cost savings related to the operating expense reduction program (see
Note 9), the impact of dispositions and wind down and decreases in travel related expenses. Selling, general, and administrative
expenses, as a percentage of sales, was 7.3% and 7.6% for 2020 and 2019, respectively. Depreciation and amortization expense
as a percentage of operating expenses was 8.3% for 2020 compared with 8.0% mn the year-earlier period. Included 1n
depreciation and amortization expense is identifiable intangible asset amortization of $38.4 million for 2020 compared to $48.1
million for the year earlier period.

Non-GAAP operating expenses decreased 1.2% compared with the year-earlier period. Non-GAAP operating expense, as a
percentage of non-GAAP sales, remained flat for 2020 compared with the year-earlier periods.

Impairments

During the second quarter of 2019, the company committed to a plan to close its personal computer and mobility asset
disposition busmmess within the global components business segment. In light of the plan, the company performed an
mpairment analysis of the long-lived assets of the personal computer and mobility asset disposition business m accordance
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with Accounting Standards Codification ("ASC") topic 360 and recorded a pre-tax impairment charge of $74.9 million to write-
down certain assets of the personal computer and mobility asset disposition business to estimated fair value in the second
quarter of 2019.

During the second quarter of 2019, as a result of the company's downward revision of forecasted future earnings and the
decision to wind down the company's personal computer and mobility asset disposition business, the company determined that
it was more likely than not that an impairment may exist within the Americas components and Asia-Pacific components
reporting units. The company evaluated 1ts other four reporting units and concluded an interim 1mpairment analysis was not
required based on the results of those reporting umts and historical levels of headroom in each of those reporting umts. The
interim goodwill impairment analysis resulted in a partial goodwill impairment charge of $509.0 million ($457.8 million net of
tax) with approximately $600.0 million of goodwill remaining within the Americas components reporting unit and a full
impairment charge of $61.2 million ($61.2 million net of tax) within the Asia-Pacific components reporting unit.

The company estimated the fair value of these reporting units using the income approach. For the purposes of the ncome
approach, fair value was determined based on the present value of estimated future cash flows, discounted at an appropriate risk
adjusted rate. The fair value conclusion as of June 29, 2019 for the Americas components reporting unit is highly sensitive to
changes in the assumptions used n the mcome approach which include forecasted revenues, gross profit margimns, operating
meome margins, working capital cash flow, perpetual growth rates, and long-term discount rates, among others, all of which
require significant judgments by management.

During the second quarter of 2019, the company initiated actions to further integrate two global components businesses. These
businesses held indefinite-lived trade names with a carrying value of $101.0 million. As a result of the company's decision to
integrate these brands, we determined the useful lives of the trade names were no longer indefinite. The company began
amortizing these trade names over their estimated remaining useful life. The trade names were tested for impairment during the
second quarter of 2015 as a result of the change in estimated useful lives. The company estimated the fair value of the trade
names to be $55.0 million using the relief from royalty method and recorded a non-cash impairment charge of $46.0 million
($34.7 million net of tax). The drivers of the immpairment were primarily due to the shortened useful lives of the asset and a
decline of the forecasted revenues attributable to the trade name as integration to the Arrow brand occurs over the estimated
remaining useful life.

Restructuring, Integration, and Other Charges

2020 Charges

The company recorded restructuring, integration, and other charges of $13.3 million, which includes $13.4 million related to
initiatives taken by the company during 2020 to improve operating efficiencies and personnel charges of $3.4 million related to
the operating expense reduction program previously disclosed in July 2019.

2019 Charges

The company recorded restructuring, integration, and other charges of $89.8 million, which includes $22.3 million related to
initiatives taken by the company during 2019 to improve operating efficiencies and personnel charges of $46.0 million related
to the operating expense reduction program previously disclosed in July 2019.

As of December 31, 2020, the company does not anticipate there will be any material adjustments relating to the
aforementioned restructuring and integration plans. Refer to Note 9, “Restructuring, Integration, and Other Charges™ of the
Notes to the Consolidated Financial Statements for further discussion of the company's restructuring and integration activities.
Loss on Disposition of Businesses, Net

During 2019, the company recorded a loss on disposition of businesses, net of $21.3 million primarily related to the

reclassification of cumulative translation adjustment to earnings upon the sale of three businesses which were part of the
company's personal computer and mobility asset disposition business.
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Operating Income

Following is an analysis of operating income for the years ended December 31 (in millions):

2020 2019 Change

Consolidated operating income, as reported 3 895 3§ 108  730.6 %

Identifiable intangible asset amortization™ 38 42

Restructuring, integration, and other charges™ 13 78

Loss on disposition of businesses, net* — 2

AFS notes receivable reserve (recoveries) and inventory write-downs 2) 18

Digital inventory write-downs, net — 22

Goodwill and other impairments* 7 624

Impact of wind down* (15) 162
Non-GAAP consolidated operating income™* 3 937 $ 1,057  (11.3)%
Consolidated operating mcome as a percentage of sales, as reported 31 % 04% 270 bps
Non-GAAP consolidated operating income, as a percentage of sales,

excluding wind down 33% 37% (40) bps

* Amounts presented for restructuring, integration, and other charges, goodwill and other impairments, loss on disposition of businesses, net,
and identifiable intangible amortization exclude amounts related to the personal computer and mobility asset disposition business, which are
reported within the impact of wind down.

** The sum of the components for non-GAAP consolidated operating income may not agree to totals, as presented, due to rounding.

The company recorded operating income of $894.5 million, or 3.1% of sales, in 2020 compared with operating income of
$107.7 million, or 0.4% of sales, in the year-earlier period. Non-GAAP operating income was $936.9 mullion, or 3.3% of sales,
in 2020 compared with non-GAAP operating income of $1.1 billion, or 3.7% of sales, in the year-earlier period. Non-GAAP
operating income decreased 11.3% compared with the year-earlier period, on a sales decrease of 0.8%. Non-GAAP operating
income, as a percentage of sales, decreased 40 bps for 2020 primarily due to the decreases in sales across both the global
components and global ECS businesses, the impact to gross profit resulting from a shift in regional mix, and reserves and other
adjustments related to foreign tax and other loss contingencies within the global ECS business. These reserves are principally
associated with fransactional taxes on activity from several prior years, not significant to any one year. These operating margin
declines were partially offset by a reduction in operating costs and corporate overhead due to the operating expense reduction
program (refer to Note 9), as well as a reduction in travel related expenses in 2020.

Pension Settlements

Tn 2019, the company entered into a settlement for the remaining portion of its Wyle defined benefit plan under which
participants received benefits through lump sum payments and an insurance annuity contract. The settlement of $59.3 million
was completed during October 2019, at which time the company recorded settlement expense of $20.1 million in the
“Employee benefit plan expense, net” line item in the company's consolidated statements of operations.

Prior to terminating the plan, the company adopted an amendment to the plan that provided eligible plan participants with the
option to receive an early distribution of their pension benefits. The company has terminated the plan to reduce administrative
burdens.

Interest and Other Financing Expense, Net

The company recorded net interest and other financing expense of $137.2 million for 2020, compared with $203.7 million 1n
the year-carlier period. The decrease for 2020 primarily relates to lower borrowings and interest rates on short term credit
facilities, offset partially by decreased interest income. The decrease in interest income is primarily attributable to lower
average cash balances and lower interest rates within the company's cash pooling arrangements.

Income Tax
For the year ended December 31, 2020, the company recorded provision for income taxes of $172.8 million, an effective tax
rate of 22.8%. The company's provision for income taxes and effective tax rates are impacted by the previously discussed

identifiable intangible asset amortization, restructuring, integration, and other charges, gain on mvestment, net, AFS notes
receivable recoveries, impairments of long-lived assets, the impact of wind down, pension settlement gain, and the 1mpact of
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tax legislation changes and other non-recurring tax adjustments. Excluding the mmpact of the aforementioned items, the
company's non-GAAP effective tax rate for 2020 was 22.9%. Included in the 2020 effective tax rate are approximately
$7.4 million in discrete tax items related to the foreign tax and other loss contingencies.

For the year ended December 31, 2019, the company recorded provision for income taxes of $88.3 million, equivalent to an
effective tax rate of (79.0)%. The company's provision for income taxes and effective tax rates are impacted by the previously
discussed restructuring, integration, and other charges, identifiable intangible asset amortization, loss on disposition of
businesses, net, the impact of tax legislation changes and other non-recurring tax adjustments, gain on investments, net, AFS
reserves and recoveries, digital inventory write-downs, net, immpairments of goodwill and other long-lived assets, pension
settlement loss, certain other tax adjustments, and the impact of the wind down. Excluding the impact of the aforementioned
items, the company's non-GAAP effective tax rate for 2019 was 24.3%.

The company’s effective tax rate deviates from the statutory U.S. federal income tax rate mainly due to the mix of foreign
taxing jurisdictions in which the company operates and where its foreign subsidiaries generate taxable income, among other
things. The increase in the effective tax rate from (79.0)% for 2015 to 22.8% for 2020 is primarily driven by discrete items such
as the nondeductible portion of goodwill impairments and changes in U.S. tax rules, as well as changes in the mix of tax
jurisdictions where taxable income 1s generated.

Net Income (Loss) Attributable to Shareholders

Following is an analysis of net income attributable to shareholders for the years ended December 31 (in millions):

2020 2019
Net income (loss) attributable to shareholders, as reported $ 584 $ 204
Tdentifiable intangible asset amortization™ 38 42
Restructuring, integration, and other charges* 13 78
Loss on disposition of businesses, net® — 2
Gain on mvestments, net [©)] 12
AFS notes receivable reserves (recoveries) and inventory write-downs 2) 18
Digital inventory write-downs, net — 22
Goodwill and other impairments™ 7 624
Impact of wind down™ (15) 162
Tnterest expense related to tax adjustments — 1
Pension settlement (gain) loss 2) 20
Tax effect of adjustments above (8) (139)
Impact of tax legislation changes and other tax adjustments (1) 22
Non-GAAP net income attributable to shareholders 3 610 $ 636

*  Amounts presented for restructuring, integration, and other charges, goodwill and other impairments, loss on disposition of businesses,
net, and identifiable intangible amortization exclude amounts related to the personal computer and mobility asset disposition business, which
are reported within the impact of wind down. Identifiable intangible asset amortization also excludes amortization related to the
noncontrolling interest.

The company recorded net income (loss) attributable to shareholders of $584.4 million for 2020, compared with $(204.1)
million in the year-earlier period. Non-GAAP net income attributable to shareholders was $609.7 million for 2020, compared
with $636.5 million in the year-earlier period.

Liquidity and Capital Resources

At December 31, 2020 and 2019, the company had cash and cash equivalents of $373.6 mullion and $300.1 mullion,
respectively, of which $140.1 mullion and $277.7 muillion, respectively, were held outside the United States. Liquidity 1s
affected by many factors, some of which are based on normal ongoing operations of the company's business and some of which
arise from fluctuations related to global economics and markets. Cash balances are generated and held in many locations

throughout the world.

To achieve greater cash management agility and to further advance business objectives, during the fourth quarter of 2019, the
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company reversed its assertion to indefinitely reinvest a certain portion of its foreign earnings, of which approximately $2.4
billion are available for distribution in future periods as of December 31, 2020, after distributions of $349.0 million and $761.0
million during 2020 and 2019, respectively. The company continues to indefinitely reinvest the residual $1.6 billion of
undistributed earnings of its foreign subsidiaries. If the indefinitely reinvested earnings were to be distributed to the United
States, the company would be required to pay withholding and other taxes. Additionally, local government regulations may
restrict the company’s ability to move cash balances to meet cash needs under certain circumstances. However, the company
currently does not expect such regulations and restrictions to impact its ability to make acquisitions or to conduct operations
throughout the global orgamzation.

During 2020, the net amount of cash provided by the company's operating activities was $1.4 billion, the net amount of cash
used for investing activities was $138.8 million, and the net amount of cash used for financing activities was $1.2 billion. The
effect of exchange rate changes on cash was an increase of $79.6 million.

During 2019, the net amount of cash provided by the company's operating activities was $858.0 million, the net amount of cash
used for investing activities was $173.6 million, and the net amount of cash used for financing activities was $906.4 million.
The effect of exchange rate changes on cash was an increase of $12.7 million.

Cash Flows from Operating Activities

The company maintains a significant investment in accounts receivable and inventories. As a percentage of total assets,
accounts receivable and inventories were approximately 73.3% and 72.9% at December 31, 2020 and 2019, respectively.

The net amount of cash provided by the company's operating activities during 2020 was $1.4 billion and was primarily due to
earnings from operations adjusted for non-cash items. The net amount of cash provided by the company's operating activities
during 2019 was $858.0 mullion and was primarily due to earmngs from operations adjusted for non-cash items and a reduction
in working capital.

The change in cash provided by operating activities during 2020, compared to the year earlier period, relates primarily to the
timing of payments, slowing growth in customer demand n certain regions, and a corresponding reduction mn working capital,
mncluding inventory, which is consistent with the company's historical counter-cyclical cash flow in which the company
generates strong cash flow in periods of decreased demand. Sales of accounts receivables under the EMEA asset securitization
program, entered into by the company in the first quarter of 2020, was another contributor to the reduction in working capital
and corresponding increase 1n operating net cash inflow. During 2020, sales of accounts receivables under the EMEA asset
securitization program resulted in a $397.9 million operating net cash inflow (see Note 5).

Working capital, as a percentage of sales, which the company defines as accounts receivable, net, plus inventory, net, less
accounts payable, divided by annualized sales, was 13.5% and 16.7% in 2020 and 2019, respectively.

Cash Flows from Investing Activities

The net amount of cash used for investing activities during 2020 was $138.8 million. The primary use of cash for investing
activities included $123 .6 million for capital expenditures which primarily related to the build out of the company's distribution
centers and investments in internally developed software.

The net amount of cash used for investing activities during 2019 was $173.6 million. The primary use of cash for investing
activities included $143.2 million for capital expenditures, $13.1 million of cash payments related to the disposition of
businesses, and $7.6 million related to the acquisition of a customer relationship intangible asset. Capital expenditures for 2019
are primarily related to investments in internally developed software and website functionality related to the digital business and
the build out of a new distribution center within the EMEA region.

Cash Flows from Financing Activities

The net amount of cash used for financing activities during 2020 was $1.2 billion. The uses of cash from financing activities
included $483.7 million of repurchases of common stock, $411.5 million of net payments for long-term borrowings, $209.4
million of repayments of the principal amount of the company's 6.00% notes due April 2020, $55.0 million of net payments for
short-term borrowings, and $48.4 million of payments upon the settlement of forward starting interest rate swaps. The primary
source of cash from financing activities during 2020 was $21.0 million of proceeds from the exercise of stock options.
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The net amount of cash used for financing activities during 2019 was $906.4 million. The uses of cash from financing activities
included $405.0 million of net payments for long-term borrowings, $404.2 million of repurchases of common stock, and $113.9
million of net payments for short-term borrowings. The primary source of cash from financing activities during 2019 was $16.9
million of proceeds from the exercise of stock options.

The company has a $2.0 billion revolving credit facility maturing in December 2023. This facility may be used by the company
for general corporate purposes including working capital in the ordinary course of business, letters of credit, repayment,
prepayment or purchase of long-term indebtedness, acquisitions, and as support for the company's comumercial paper program,
as applicable. Interest on borrowmgs under the revolving credit facility 1s calculated using a base rate or a Eurocurrency rate
plus a spread (1.18% at December 31, 2020), which is based on the company's credit ratings, or an effective interest rate of
1.26% at December 31, 2020. The facility fee, which 1s based on the company's credit ratings, was .20% of the total borrowing
capacity at December 31, 2020. The company had no outstanding borrowings under the revolving credit facility at
December 31, 2020 and $10.0 million in outstanding borrowings under the revolving credit facility at December 31, 2019.
During the years ended December 31, 2020 and 2019, the average daily balance outstanding under the revolving credit facility
was $20.6 million and $32.1 million, respectively.

The company has a commercial paper program and the maximum aggregate balance of commercial paper outstanding may not
exceed the borrowing capacity of $1.2 billion. The company had no outstanding borrowings under this program as of
December 31, 2020 and 2019. During the years ended December 31, 2020 and 2019, the average daily balance outstanding
under the commercial paper program was $47.9 million and $690.2 million, respectively. The program had a weighted-average
effective interest rate of 0.30% for the year ended December 31, 2020.

The company has a North American asset securitization program collateralized by accounts receivable of certain of its
subsidiaries, which matures in June 2021. The company has the intent and ability to refinance the North American asset
securitization program on a long-term basis and intends to refinance the program in 2021 prior to the maturity date. The
company may borrow up to $1.2 billion under the North American asset securitization program. The program is conducted
through Arrow Electronics Funding Corporation (“AFC™), a wholly-owned, bankruptey remote subsidiary. The program does
not qualify for sale treatment. Accordingly, the accounts receivable and related debt obligation remain on the company's
consolidated balance sheets. Interest on borrowings is calculated using a base rate, or a commercial paper rate, plus a spread
(40% at December 31, 2020), or an effective interest rate of .56% at December 31, 2020. The facility fee is 40% of the total
borrowing capacity. The company had no outstanding borrowings under the North American asset securitization program at
December 31, 2020 and $400.0 million in outstanding borrowings under the North American asset securitization program at
December 31, 2019. During the years ended December 31, 2020 and 2019, the average daily balance outstanding under the
North American asset securitization program was $429.9 million and $1.0 billion, respectively.

Both the revolving credit facility and North American asset securitization program include terms and conditions that limit the
meuwrence of additional borrowings and requue that certain financial ratios be mamtained at designated levels. As of
December 31, 2020, the company was in compliance with all such financial covenants.

The company has $200.0 million in uncommitted lines of credit. There were no ocutstanding borrowings under the uncommitted
lines of credit at December 31, 2020. There were $60.0 million of cutstanding borrowings under the uncommitted lines of credit
at December 31, 2019. These borrowings were provided on a short-term basis and the maturity is agreed upon between the
company and the lender. The lines had a weighted-average effective interest rate of 1.53% at December 31, 2020. During 2020
and 2019, the average daily balance outstanding under the uncommitted lines of credit was $7.4 million and $22.8 million,
respectively.

In May 2019, the company entered into a series of ten-year forward-starting interest rate swaps (the “2019 swaps”™) which
locked m an average treasury rate of 2.33% on a total aggregate notional amount of $300.0 million. The 2019 swaps were
designated as cash flow hedges managing the risk of variability in interest rates of future expected debt issuance by June 2020.
Tn February 2020, the company determined that certain of the forecasted cash flows were no longer probable and de-designated
the hedging relationship. In February 2020, the company re-designated the 2019 swaps in a new cash flow hedge managing the
risk of variability in interest rates of future expected debt issuance by June 2023. In May 2020, the company cash settled and
terminated the 2019 swaps for a total of $48.4 million.

In April 2020, the company entered into a series of ten-year forward-starting interest rate swaps (the “April 2020 swaps™) which
locked 1n an average swap rate of 0.97% on a total aggregate notional amount of $300.0 million and expue in December 2024.
The April 2020 swaps were designated as cash flow hedges managing the risk of variability in interest rates of future expected
debt 1ssuance by December 2025.
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In May 2020, the company entered into a series of ten-year forward-starting interest rate swaps (the “May 2020 swaps™) which
locked in an average swap rate of 0.90% on a total aggregate notional amount of $300.0 million and expire in June 2022. The
May 2020 swaps were designated as cash flow hedges managing the risk of variability in interest rates of future expected debt
1ssuance by June 2023.

In the normal course of business, certain of the company’s subsidiaries have agreements to sell, without recourse, selected trade
receivables to financial institutions. The company does not retain financial or legal interests in these receivables, and,
accordingly, they are accounted for as sales of the related receivables and the receivables are removed from the company’s
consolidated balance sheets.

The global economic mmpact from COVID-19 may adversely affect the company’s ability to access capital markets.
Management believes that the company’s current cash availability, its current borrowing capacity under its revolving credit
facility and asset securitization programs, and its expected ability to generate future operating cash flows are sufficient to meet
its projected cash flow needs for the foresecable future. The company's current committed and undrawn liquidity stands at over
$3.2 billion in addition to $373.6 million of cash on hand at December 31, 2020. The company also may issue debt or equity
securities in the future and management believes the company will have adequate access to the capital markets, if needed. The
company continually evaluates its liquidity requirements and would seek to amend its existing borrowing capacity or access the
financial markets as deemed necessary.

Contractual Obligations

Payments due under contractual obligations at December 31, 2020 are as follows (in thousands):

‘Within

1 Year 1-3 Years 4-5 Years After 5 Years Total
Debt $ 158,633 §$ 649,559 § 843,219 3% 605,162 $ 2256573
Interest on long-term debt 91,175 142,494 85,002 75,680 394,351
Operating leases 84,625 120,019 72,543 117,745 394,932
Purchase obligations (a) 4,738,951 408,114 35,127 57,673 5,239,865
Other (b) 29,039 17,092 31,894 38 78,063

$ 5102423 § 1337278 § 1,067,785 § 856,298 § 8363,784

(a) Amounts represent an estimate of non-cancelable inventory purchase orders and other contractual obligations related
to information technology and facilities as of December 31, 2020.

(2] Includes amounts relating to the Tax Act transition tax payable, personnel and certain other costs resulting from
restructuring and integration activities, and other miscellaneous contractual obligations.

Under the terms of various joint venture agreements, the company is required to pay its pro-rata share of the third party debt of
the jomt ventures in the event that the jomt ventures are unable to meet their obligations. There were no outstanding borrowings
under the third party debt agreements of the joint ventures as of December 31, 2020.

At December 31, 2020, the company had a liability for unrecognized tax positions of $62.2 million. The timing of the resolution
of these uncertain tax positions is dependent on the tax authorities' income tax examination processes. Material changes are not
expected; however, it is possible that the amount of unrecognized tax benefits with respect to uncertain tax positions could
increase or decrease during 2021. Currently, the company is unable to make a reasonable estimate of when tax cash settlement
would occur and how it would impact the effective tax rate.
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Share-Repurchase Programs

The following table shows the company's Board of Directors (the “Board”) approved share-repurchase programs as of
December 31, 2020 (in thousands):

Approximate
Dollar Value of
Shares that May
Yet be

Dollar Value Dollar Value of Purchased

Approved for Shares Under the

Moenth of Board Approval Repurchase Repurchased Program
December 2016 $ 400,000 3 400,000 3 —
December 2018 600,000 600,000 —
July 2020 600,000 136,543 463,457
Total $ 1,600,000 § 1,136,543 § 463,457

Off-Balance Sheet Arrangements

During the first quarter of 2020, the company entered into an EMEA asset securitization program under which it will
continuously sell its interest in designated pools of trade accounts receivables of certain of its subsidiaries in the EMEA region,
at a discount, to a special purpose entity, which in turn sells certain of the receivables to unaffiliated financial institutions and
conduits administered by such unaffiliated financial institutions ("unaffiliated financial institutions") on a monthly basis. The
company may sell up to €400.0 million under the EMEA asset securitization program, which matures in January 2023, subject
to extension in accordance with its terms. The program 1s condueted through Arrow EMEA Funding Corp B.V., an entity
structured to be bankruptey remote. The company is deemed the primary beneficiary of Arrow EMEA Funding Corp B.V. as
the company has both the power to direct the activities that most significantly impact the entity’s economic performance and the
obligation to absorb losses or the right to receive the benefits that could potentially be significant to the entity from the transfer
of the trade accounts receivables into the special purpose entity. Accordingly, Arrow EMEA Funding Corp B.V. is included 1n
the company’s consolidated financial statements.

Receivables sold to unaffiliated financial institutions under the program are excluded from “Accounts receivable, net” on the
company’s consolidated balance sheets and cash receipts are reflected as cash provided by operating activities on the
consolidated statements of cash flows. The purchase price 1s paid i cash when the receivables are sold. Certain unsold
receivables held on Arrow EMEA Funding Corp B.V. are pledged as collateral to unaffiliated financial mstitutions. These
unsold receivables are included in “Accounts receivable, net” in the company’s consolidated balance sheets.

The company continues servicing the receivables which were sold and in exchange receives a servicing fee under the program.
The company does not record a servicing asset or liability on the company’s consolidated balance sheets as the company
estimates that the fee it receives to service these receivables approximates the fair market compensation to provide the servicing
activities.

Durmg 2020, the company sold approximately €1.7 billion, or $1.9 billion, of accounts receivables to unaffiliated financial
mstitutions under the EMEA asset securitization program. There were €323.6 million, or $397.9 million, of receivables sold to
unaffiliated financial institutions that were uncollected as of December 31, 2020. Total collateralized accounts receivables of
approximately €448.8 million, or $551.8 million, were held by Arrow EMEA Funding Corp B.V. at December 31, 2020. Any
accounts receivables held by Amow EMEA Funding Corp B.V. would likely not be available to other creditors of the company
in the event of bankruptcy or insolvency proceedings if there are outstanding balances under the EMEA asset securitization
program. The assets of the special purpose entity cannot be used by the company for general corporate purposes. Additionally,
the financial obligations of Arrow EMEA Funding Corp B.V. to the unaffiliated financial institution under the program are
limited to the assets it owns and there is no recourse to the Arrow Electronics, Inc. for receivables that are uncollectible as a
result of the insolvency or inability to pay of the account debtors.

The EMEA asset securitization program includes terms and conditions that limit the incurrence of additional borrowings and
require that certain financial ratios be mamtained at designated levels. As of December 31, 2020, the company was n
compliance with all such financial covenants.
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Critical Accounting Policies and Estimates

The company's consolidated financial statements are prepared in accordance with accounting principles generally accepted in
the United States. The preparation of these financial statements requires the company to make significant estimates and
judgments that affect the reported amounts of assets, liabilities, revenues, and expenses and related disclosure of contingent
assets and liabilities. The company evaluates its estimates on an ongoing basis. The company bases its estimates on historical
experience and on various other assumptions that are believed 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 under different assumptions or conditions.

The company believes the following critical accounting policies involve the more significant judgments and estimates used in
the preparation of its consolidated financial statements:

Revenue Recognition

The company recognizes revenue as control of products is transferred to customers, which generally happens at the point of
shipment. Sales are recorded net of discounts, rebates, and returns, which historically have not been material. The company
allows its customers to return product for exchange or credit in himited circumstances. A liability 1s recorded at the time of sale
for estimated product returns based upon historical experience. The company also provides volume rebates and other discounts
to certain customers which are considered variable consideration. A provision for customer rebates and other discounts is
recorded as a reduction of revenue at the time of sale based on an evaluation of the contract terms and historical experience.
Tariffs are included in sales as the company has enforceable rights to additional consideration to cover the cost of tariffs. Other
taxes imposed by governmental authorities on the company's revenue producing activities with customers, such as sales taxes
and value added taxes, are excluded from net sales.

Products sold by the company are generally delivered via shipment from the company's facilities, drop shipment directly from
the vendor, or by electronic delivery of keys for software products. A portion of the company's business mvolves shipments
directly from its suppliers to its customers, in these transactions, the company 1s generally responsible for negotiating price both
with the supplier and customer, payment to the supplier, establishing payment terms with the customer, product returns, and has
risk of loss if the customer does not make payment. As the principal with the customer, the company recognizes revenue upon
receiving notification from the supplier that the product was shipped.

The company has contracts with certain customers where the company's performance obligation 1s to arrange for the products or
services to be provided by another party. In these arrangements, as the company assumes an agency relationship in the
transaction, revenue 1s recognized in the amount of the net fee associated with serving as an agent. These arrangements relate to
the sale of supplier service contracts to customers where the company has no future obligation to perform under these contracts
or the rendering of logistics services for the delivery of inventory for which the company does not assume the risks and rewards
of ownership.

No single customer accounted for more than 2% of the company's 2020 consolidated sales. One supplier accounted for
approximately 14% of the company's consolidated sales in 2020. No other single supplier accounted for more than 7% of the
company's consolidated sales in 2020. The company believes that many of the products it sells are available from other sources
at competitive prices. However, certain parts of the company's business, such as the company's global ECS business segment,
rely on a limited number of suppliers with the strategy of providing focused support, extensive product knowledge, and
customized service to suppliers, MSPs, and VARs. Most of the company's purchases are pursuant to distributor agreements,
which are typically non-exclusive and cancelable by either party at any tume or on short notice.

Trade Accounts and Notes Receivable

On January 1, 2020, the company adopted Topic 326 using a modified retrospective approach with a cumulative effect
adjustment to the opening balance of retained earnings, which increased the allowance for credit losses by $47.0 million ($35.9
million net of tax). Increases in the allowance for credit losses relate to the required change from an incurred loss model to an
expected loss model, and the related change in timing of loss recognition where an allowance for credit losses is now applied to
all receivables, at a rate dependent on the credit characteristics of the collective pool each customer is in. Refer to Notes 1 and
5.

Trade accounts and notes receivable are reported at amortized cost, net of the allowance for credit losses in the consolidated
balance sheets. The allowance for credit losses 1s a valuation account that 1s deducted from the receivables' amortized cost basis
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to present the net amount expected to be collected. Receivables are written off against the allowance when management
believes the receivable balance 1s confirmed to be uncollectible.

Management estimates the allowance for credit losses using relevant available information about expected credit losses and an
age-based reserve model. Inputs to the model include information about historical credit losses, customer credit ratings, past
events, current conditions, and reasonable and supportable forecasts. Adjustments to historical loss information are made for
differences in current receivable-specific risk characteristics such as changes in the economic and mdustry environment, or
other relevant factors.

Expected credit losses are estimated on a collective (pool) basis, when similar risk characteristics exist, based on customer
credit ratings, which include both externally acquired as well as internally determined credit ratings. Receivables that do not
share risk characteristics are evaluated on an individual basis.

Inventories

Inventories are stated at the lower of cost or net realizable value. Write-downs of inventories to market value are based upon
confractual provisions governing price protection, stock rotation rights, and obsolescence, as well as assumptions about future
demand and market conditions. If assumptions about future demand change and/or actual market conditions are less favorable
than those projected by the company, additional write-downs of mventories may be required. Due to the large number of
transactions and the complexity of managing the process around price protections and stock rotations, estimates are made
regarding adjustments to the book cost of inventories. Actual amounts could be different from those estimated.

Income Taxes

Income taxes are accounted for under the liability method, which requires the recognition of deferred tax assets and liabilities
for the expected future tax consequences of events that have been included in the consolidated financial statements. Under this
method, deferred tax assets and liabilities are determmed on the basis of differences between the tax bases of assets and
liabilities and their financial reporting amounts using enacted tax rates in effect for the year m which the differences are
expected to reverse. The effect of a change in tax rates on deferred tax assets and liabilities is recognized in income in the
period that includes the enactment date.

The carrying value of the company's deferred tax assets 1s dependent upon the company's ability to generate sufficient future
taxable income in certain tax jurisdictions. Should the company determine that it is more likely than not that some portion or all
of its deferred tax assets will not be realized, a valuation allowance to reduce the deferred tax assets is established in the period
such determination is made. The assessment of the need for a valuation allowance requires considerable judgment on the part of
management with respect to the benefits that could be realized from future taxable income, as well as other positive and
negative factors.

Tt is also the company's policy to provide for uncertain tax positions and the related interest and penalties based upon
management's assessment of whether a tax benefit is more likely than not to be sustained upon examination by tax authorities.
To the extent the company prevails in matters for which a liability for an unrecognized tax benefit is established, or is required
to pay amounts in excess of the liability, or when other facts and circumstances change, the company's effective tax rate in a
given financial statement period may be materially affected.

Contingencies and Litigation

The company 1s subject to proceedings, lawsuits, and other claims related to environmental, regulatory, labor, product, tax, and
other matters and assesses the likelihood of an adverse judgment or outcome for these matters, as well as the range of potential
losses. A determination of the reserves required, if any, is made after careful analysis. The reserves may change in the future
due to new developments impacting the probability of a loss, the estimate of such loss, and the probability of recovery of such
loss from third parties.

Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the net assets acquired. The company tests
goodwill for impairment annually as of the first day of the fourth quarter and/or when an event oceurs or eircumstances change

such that 1t 1s more likely than not that an impainment may exist. Examples of such events and circumstances that the company
would consider include the following:
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+ macroeconomic conditions such as deterioration in general economic conditions, limitations on accessing capital,
fluctuations in foreign exchange rates, or other developments in equity and credit markets;

« industry and market considerations such as a deterioration in the environment in which the company operates, an
increased competitive environment, a decline in market-dependent multiples or metrics (considered in both absolute
terms and relative to peers), a change in the market for the company's products or services, or a regulatory or political
development;

¢ cost factors such as increases in inventory, labor, or other costs that have a negative effect on earnings and cash flows;

« overall financial performance such as negative or declining cash flows or a decline 1n actual or planned revenue or
earnings compared with actual and projected results of relevant prior periods;

s  other relevant entity-specific events such as changes in management, key personnel, strategy, or customers,
contemplation of bankruptey, or litigation;

« cvents affecting a reporting unit such as a change in the composition or carrying amount of its net assets, a more likely
than not expectation of selling or disposing all, or a portion, of a reporting unit, the testing for recoverability of a
significant asset group within a reporting unit, or recognition of a goodwill impairment loss in the financial statements
of a subsidiary that is a component of a reporting unit; and

¢ asustained decrease in share price (considered in both absolute terms and relative to peers).

Goodwill 1s tested at a level of reporting referred to as “the reporting unit.” The company's reporting units are defined as each
of the three regional businesses within the global components busmess segment, which are the Americas, EMEA, and Asia-
Pacific, each of the two regional businesses within the global ECS business segment, which are North America and EMEA, and
elnfochips which was acquired in 2018 and is part of the global components business segment.

An entity has the option to first assess qualitative factors to determine whether the existence of events or circumstances leads to
a determination that it is more likely than not (that 1s, a likelthood of more than 50%) that the fair value of a reporting unit is
less than its carrying amount. If, after assessing the totality of events or circumstances, an entity determines it is not more likely
than not that the fair value of a reporting unit is less than its carrying amount, then the quantitative goodwill impairment test is
unnecessary. The company has elected not to perform the qualitative assessment and performed the quantitative goodwill
mpairment test. The quantitative goodwill impairment test, used to identify both the existence of impairment and the amount of
mmpairment loss, compares the fair value of a reporting unit with its carrying amount, including goodwill. If the carrying
amount of the reporting unit is less than its fair value, no impairment exists. If the carrying amount of a reporting unit exceeds
its fair value, an impairment loss shall be recognized in an amount equal to that excess, limited to the total amount of goodwill
allocated to that reporting unit.

The company estimates the fair value of a reporting unit using the income approach. For the purposes of the income approach,
fair value is determined based on the present value of estimated future cash flows, discounted at an appropriate risk-adjusted
rate. The assumptions included in the income approach include forecasted revenues, gross profit margins, operating income
margins, working capital cash flow, perpetual growth rates, income tax rates, and long-term discount rates, among others, all of
which require significant judgments by management. Actual results may differ from those assumed 1n the company's forecasts.
The company also reconciles its discounted cash flow analysis to its current market capitalization allowing for a reasonable
confrol premium.

While there 1s ongoing uncertainty related to COVID-19, the company has observed continued improvements in
macroeconomic conditions and equity valuations, and market conditions related to our components business, along with
mmprovements in working capital in certain reporting units. As of the first day of the fourth quarters of 2020, 2019, and 2018,
the company's annual impairment testing did not indicate impairment at any of the company's reporting units.

A decline i general economic conditions or global equity valuations could impact the judgments and assumptions about the
fair value of the company's businesses, and the company could be required to record an impairment charge m the future, which
could impact the company's consolidated balance sheets, as well as the company's consolidated statements of operations. If the
company was required to recognize an impairment charge in the future, the charge would not impact the company's
consolidated cash flows, current liquidity, capital resources, and covenants under its existing revolving credit facility, North
American asset securitization program, other outstanding borrowings, and EMEA asset securitization program.

During the first quarter of 2020, as a result of significant declines in macroeconomic conditions and equity valuations, and the
mplementation of regulatory restrictions brought forth by the COVID-19 pandemic, and due to historically low head-room, the
company determined that it was more likely than not that an impamment may exist within the Americas components and
elnfochips reporting umts. The company performed a quantitative goodwill mmpairment test for these reporting umts and
determined goodwill was not impaired (see Note 3).
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During the second quarter of 2019, the company recorded a goodwill impairment charge of $570.2 million and $61.2 million
within the Americas components and Asia-Pacific components reporting units, respectively (see Note 3).

As of December 31, 2020, the company has $2.1 billion of goodwill, of which approximately $607.3 million and $30.5 million
was allocated to the Americas and EMEA reporting units within the global components business segment, respectively, $787.7
million and $432.8 million was allocated to the North America and EMEA reporting units within the global ECS business
segment, respectively, and $197.2 million was allocated to the eInfochips reporting unit. As of the date of the company's latest
mpairment test, the fax value of the EMEA components reporting umt, within the global components business segment, and
the Americas ECS and EMEA ECS reporting units, within the global ECS business segment, exceeded their carrying values by
more than 175%. The Americas components and eInfochips reporting units, within the global components business segment,
exceeded their carrying values by less than 10% (see Note 3).

Impact of Recently Issued Accounting Standards

In March 2020, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No.
2020-04, Reference Rate Reform (Topic 848) Facilitation of the Effects of Reference Rate Reform on Financial Reporting
("ASU No. 2020-04"). ASU No. 2020-04 provides optional expedients and exceptions for applying GAAP to contract
modifications and hedging relationships, subject to meeting certain criteria, that reference LIBOR or another rate that is
expected to be discontinued. In January 2021, the FASB issued ASU No. 2021-01, Reference Rate Reform (Topic 848). This
ASU provides supplemental guidance and clarification to ASU No. 2020-04, and these updates must be adopted concurrently,
cumulatively referred to as “Topic 848.” The amendments in Topic 848 are effective for all entities as of March 12, 2020
through December 31, 2022. The company adopted the provisions of Topic 848 on a prospective basis in March 2020, and the
adoption had no impact on the consolidated financial statements.

In June 2016, the FASB 1ssued ASU No. 2016-13, Financial Instruments - Credit Losses ("Topie 326"). Topie 326 revises the
methodology for measuring credit losses on financial mstruments and the timing of when such losses are recorded. On January
1, 2020, the company adopted Topic 326 using a modified retrospective approach with a cumulative effect adjustment to the
opening balance of retained earnings, which increased the allowance for credit losses by $47.0 million ($35.9 million net of
tax). Increases in the allowance for credit losses relate to the required change from an incurred loss model to an expected loss
model, and the related change in timing of loss recognition where an allowance for credit losses is now applied to all
receivables, at a rate dependent on the credit characteristics of the collective pool each customer is in. Refer to Note 5.

Information Relating to Forward-Looking Statements

This report includes "forward-looking statements," as the term 1s defined under the federal securities laws. Forward-looking
statements are those statements which are not statements of historical fact. These forward-looking statements can be identified
by forward-looking words such as “expects,” “anticipates,” “intends,” “plans,” “may,” “will,” “believes,” “seeks,” “estimates,”
and sumilar expressions. These forward-looking statements are subject to numerous assumptions, risks, and uncertammties, which
could cause actual results or facts to differ materially from such statements for a variety of reasons, including, but not limited
to: potential adverse effects of the ongoing global COVID-19 coronavirus pandemic, including actions taken to contain or treat
COVID-19, the speed and effectiveness of COVID-19 vaccine and treatment developments and deployment, potential
mutations of COVID-19, mdustry conditions, changes in produet supply, pricing and customer demand, competition, other
vagaries in the global components and global ECS markets, changes in relationships with key suppliers, increased profit margin
pressure, changes in legal, tax and regulatory matters, non-compliance with certain regulations, such as export, anti-trust, and
anti-corruption laws, foreign tax and other loss contingencies, and the company's ability to generate cash flow. For a further
discussion of these and other factors that could cause the company’s future results to differ materially from any forward-looking
statements, see the section entitled “Risk Factors” in this Form 10-K. Shareholders and other readers are cautioned not to place
undue reliance on these forward-looking statements, which speak only as of the date on which they are made. The company
undertakes no obligation to update publicly or revise any of the forward-looking statements.

» » 4

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

The company is exposed to market risk from changes in foreign currency exchange rates and interest rates.

Foreign Currency Exchange Rate Risk

The company, as a large global organization, faces exposure to adverse movements in foreign currency exchange rates. These
exposures may change over time as business practices evolve and could materially impact the company's financial results in the
future. The company's primary exposure relates to transactions in which the currency collected from customers is different from
the currency utilized to purchase the product sold in Europe, the Asia-Pacific region, Canada, and Latin America. The
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company's policy is to hedge substantially all such currency exposures for which natural hedges do not exist. Natural hedges
exist when purchases and sales within a specific country are both denominated in the same currency and, therefore, no exposure
exists to hedge with foreign exchange forward, option, or swap contracts (collectively, the “foreign exchange contracts™). In
many regions in Asia, for example, sales and purchases are primarily denominated in U.S. dollars, resulting in a “natural
hedge.” Natural hedges exist in most countries in which the company operates, although the percentage of natural offsets, as
compared with offsets that need to be hedged by foreign exchange contracts, will vary from country to country. The company
does not enter into foreign exchange contracts for trading purposes. The risk of loss on a foreign exchange contract is the risk of
nonperformance by the counterparties, which the company minimizes by limiting its counterparties to major financial
mstitutions. The far value of the foreign exchange contracts are estunated using foreign currency spot rates and forward rates
quotes by third party financial institutions. The notional amount of the foreign exchange contracts inclusive of foreign exchange
confracts designated as a net investment hedge at December 31, 2020 and 2019 was $914.9 million and $930.0 million,
respectively.

The translation of the financial statements of the non-United States operations 1s impacted by fluctuations in foreign currency
exchange rates. The change in consolidated sales and operating income was impacted by the translation of the company's
international financial statements into U.S. dollars. This resulted in increased sales and operating income of $119.0 million and
$8.3 mullion, respectively, for 2020, compared with the year-carlier period, based on 2019 sales and operating mcome at the
average rate for 2020. Sales and operating mcome would decrease by approximately $693.7 million and $28.0 mullion,
respectively, if average foreign exchange rates had declined by 10% against the U.S. dollar in 2020. These amounts were
determined by considering the impact of a hypothetical foreign exchange rate on the sales and operating income of the
company's international operations.

Interest Rate Risk

The company's interest expense, in part, is sensitive to the general level of interest rates in North America, Europe, and the
Asia-Pacific region. The company historically has managed its exposure to interest rate risk through the proportion of fixed-rate
and floating-rate debt 1 its total debt portfolio. Additionally, the company utilizes mterest rate swaps in order to manage 1ts
targeted mix of fixed- and floatmg-rate debt.

At December 31, 2020, substantially all of the company's debt was subject to fixed rates. During 2020, the average outstanding
balance on the company's floating rate debt was $815.6 million, and a one percentage point change in average interest rates
would have caused net interest and other financing expense during 2020 to increase by $8.2 million. This was determined by
considering the impact of a hypothetical interest rate on the company's average floating rate average outstanding variable
debt. This analysis does not consider the effect of the level of overall economic activity that could exist. In the event of a
change in the level of economic activity, which may adversely impact interest rates, the company could likely take actions to
further mitigate any potential negative exposure to the change. However, due to the uncertainty of the specific actions that
might be taken and their possible effects, the sensitivity analysis assumes no changes 1n the company's financial structure.

In July 2017, the Financial Conduct Authority (the authority that regulates LTBOR) announced it intends to stop compelling
banks to submit rates for the calculation of LIBOR after 2021. The Alternative Reference Rates Committee (“ARRC”) has
proposed that the Secured Overnight Financing Rate (“SOFR”™) is the rate that represents best practice as the alternative to
USD-LIBOR for use in derivatives and other financial contracts that are currently indexed to USD-LIBOR. ARRC has
proposed a paced market transition plan to SOFR from USD-LIBOR and organizations are currently working on industry wide
and company specific transition plans as 1t relates to derivatives and cash markets exposed to USD-LIBOR. In January 2021,
the ICE Benchmark Administration extended the cessation date for most LIBOR tenors to June 30, 2023. The company has a
North American asset securitization program, revolving credit facility, certain lines of credit, and interest rate swaps that are
indexed to USD-LIBOR and is monitoring this activity and evaluating the related risks.

39

26.07.2022 kI 16:29 Brgnngysundregistrene Side 42 av 113



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 926741969

Item 8. Financial Statements and Supplementary Data.

Report of Independent Registered Public Accounting Firm
To the Shareholders and the Board of Directors of Arrow Electronics, Inc.
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Arrow Electronics, Inc. (the Company) as of December 31,
2020 and 2019, the related consolidated statements of operations, comprehensive income (loss), equity and cash flows for each
of the three years in the period ended December 31, 2020, and the related notes and financial statement schedule listed in the
Index at Item 15(a) (collectively referred to as the “‘consolidated fmancial statements™). In our opinion, the consolidated
financial statements present fairly, in all material respects, the financial position of the Company at December 31, 2020 and
2019, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2020, in
conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Company’s internal control over financial reporting as of December 31, 2020, based on criteria established
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(2013 framework) and our report dated February 11, 2021 expressed an unqualified opinion thereon.

Adoption of ASU No. 2016-13

As discussed 1 Note 1 to the consolidated financial statements, the Company changed its method of accounting for credit
losses in 2020 due to the adoption of Accounting Standards Update (ASU) No. 2016-13, Financial Instruments — Credit Losses
(Topic 326): Measurement of Credit Losses on Financial Instruments, and the related amendments.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. OQur responsibility is to express an opinion on
the Company’s financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to
error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures 1n the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the consolidated financial
statements that were communicated or required to be communicated to the audit committee and that: (1) relate to accounts or
disclosures that are material to the consolidated financial statements and (2) involved especially challenging, subjective, or
complex judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated
financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing separate
opinions on the critical audit matters or on the accounts or disclosures to which they relate.

Evaluation of net realizable vaiue adjustiments fo inventories for excess or obsolescence

Description of the At December 31, 2020, the Company’s inventories were $3.29 billion. As discussed in Note 1 to the

Matter consolidated financial statements, inventories are stated at the lower of cost or net realizable value.
Write-downs of inventories to net realizable value for excess or obsolete inventories are based upon
forecasted sales, contractual supplier protection and stock rotation privileges, and the age of
inventories.
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Auditing management’s lower of cost or net realizable value determination for excess or obsolete
mventories was especially challenging and highly judgmental because of the estimation uncertainty
mn determmning demand for aging mventory and future market conditions, after considering supplier
protection provisions. Inventories not supported by forecasted sales orders or stock rotation
privileges are written down to lower of cost or net realizable value based on the age of the
mventories and inventory turnover.

How We Addressed ‘We obtamned an understanding, evaluated the design and tested the operating effectiveness of controls

the Matter in Our over the Company’s determination of the lower of cost or net realizable value for excess and obsolete

Audit mventories. For example, we tested controls over management’s review of excess and obsolescence
mventories which includes their review of the assumptions supporting current product demand,
supplier protections, evaluation of aging of inventories and consideration of inventory turnover.

Our audit procedures to test the net realizable value adjustments to inventories for excess or
obsolescence included, among others, testing the completeness and accuracy of the underlying data
used in management’s assessment. We evaluated the reasonableness of management’s assumptions
by performmg a retrospective review of the prior year assumptions to actual activity, meluding write-
off history. We evaluated the appropriateness and consistency of management’s methods and
assumptions used in developing their estimates around forecasted sales and expected stock rotation
privileges. We tested the aging of inventories. We held discussions with senior financial and
operating management to determine whether any strategic or operational changes in the business
would impact expected demand or related carrying value of inventory. We assessed the
reasonableness of management’s general excess and obsolescence assumptions by comparing those
assumptions to historical data and trends, as well as reviewing such assumptions for management
bias. We considered macroeconomic trends within the industry, including trends that could impact
the movement of the products provided by the Company. We performed procedures to compare
recent sales transactions or market data to cost of inventories to assess that the carrymg value of
inventories was the lower of cost or net realizable value.
Evaluation of Americas Components and elnfochips Goodwill for Impairment

Description of the At December 31, 2020, the Company’s consolidated goodwill was $2.12 billion. As discussed in

Matter Note 3 to the consolidated financial statements, goodwill is tested for impairment annually as of the
first day of the fourth quarter, or more frequently if indicators of potential impairment exist. During
the first quarter of 2020, as a result of significant declines in macroeconomic conditions and equity
valuations, and the mmplementation of regulatory restrictions brought forth by the COVID-19
pandemic, and due to historically low head-room, the Company performed a quantitative goodwill
impairment test for Americas components and eInfochips reporting umnits. While no impairment
charge was recorded as a result of the Company’s interim impairment test, the fair value of each of
these two reporting units exceed their carrying value by less than 10% and remain at risk of
mmpairment. As of the first day of the fourth quarter, the Company also performed its annual
impairment test which did not result in any impairment of goodwill.

Auditing management’s interim and annual impawment tests related to the Americas components and
eInfochips reporting units was especially challenging due to the complexity of forecasting the long-
term cash flows of these businesses and the significant estimation uncertainty of the assumptions
mncluded within such forecasts. The significant estimation uncertainty was primarily due to the
sensitivity of the reporting units’ fair value to changes in the underlying assumptions used in the
income approach which include, among others, forecasted revenue, gross profit margins, operating
income margins, forecasted working capital levels, and long-term growth and discount rates. These
significant assumptions are inherently uncertain and require a high degree of estimation and
judgment based on an evaluation of historical performance, current industry and global economie and
geo-political conditions, and the timmng and success of the Company’s ability to implement strategic
mitiatives.
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How We Addressed
the Matter in Our
Audit

/s/ Emst & Young LLP

‘We obtained an understanding, evaluated the design and tested the operating effectiveness of controls
over the Company’s goodwill impairment review process, mcluding controls over management’s
review of the significant assumptions described above and controls over management’s review of its
annual financial forecasts.

To test the estimated fair value of the Americas components and eInfochips reporting units, we
performed audit procedures that included, among others, involving a specialist to assist in assessing
the Company’s fair value methodologies and its development and calculation of the long-term
growth and discount rates. We assessed the reasonableness of the Company’s assumptions around
forecasted revenue, gross profit margins, operating income margins, forecasted working capital
levels, long-term growth and discount rates, and tax rates by comparing those assumptions to recent
historical performance, current economic and mdustry trends, and annual financial forecasts
presented to the Board of Directors and communicated to external analysts. We also assessed the
reasonableness of estimates included m the Company’s annual financial forecast by evaluating how
such assumptions compared to economic, industry, and peer expectations. We evaluated
managemment’s historical accuracy of forecasting revenues, gross profit margin, operating income
margins, and capital expenditures by comparing past forecasts to subsequent actual activity. We
performed various sensitivity analyses around these significant assumptions to understand the impact
on the fair value calculation and focused our testing accordingly. We evaluated the Company’s
determination of its reporting units and tested the allocation of net assets to each its reporting umits.
‘We also tested the Company’s reconciliation of the fair value of its reporting units to the Company’s
market value as of the impairment test dates.

We have served as the Company's auditor since 1975.

Denver, Colorado
February 11, 2021
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ARROW ELECTRONICS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands except per share data)

Years Ended December 31,

2020 2019 2018

Sales $ 28,673,363 $ 28916847 $ 29,676,768
Cost of sales 25,482,233 25,618,466 25,975,856
Gross profit 3,191,130 3,298,381 3,700,912
Operating expenses:

Selling, general, and administrative expenses 2,087,050 2,191,612 2,303,051

Depreciation and amortization 189,058 189,790 186,384

Loss on disposition of businesses, net (Note 2) — 21,252 3,604

Tmpairments (Notes 2 and 3) 7,223 698,246 —

Restructuring, integration, and other charges 13,288 89,785 60,361

2,256,619 3,190,685 2,553,400

Operating income 894,511 107,696 1,147,512
Equity in (losses) of affiliated companies (531) (2,765) (2,332)
Gain (loss) on investments, net 5,348 11,831 (14,166)
Employee benefit plan expense, net (2,859 (24,849) (6,870)
Interest and other financing expense, net (137,210) (203,743) (214,771)
Income (loss) before income taxes 759,259 (111,830) 909,373
Provision for income taxes 172,795 88,338 187,799
Consolidated net income (loss) 586,464 (200,168) 721,574
Noncontrolling interests 2,026 3,919 5,379
Net income (loss) attributable to shareholders $ 584,438 % (204,087) § 716,195
Net income (loss) per share:

Basic 8 749 % 2.44) % 8.19

Diluted $ 743§ Q.44) $ .10
Weighted-average shares outstanding:

Basic 77,992 83,568 87.476

Diluted 78,635 83,568 88,444

See accompanying notes.
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ARROW ELECTRONICS, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In thousands)
Years Ended December 31,
2020 2019 2018
Consolidated net mcome (loss) $ 586,464 $ (200,168) $ 721,574
Other comprehensive income (loss):
Foreign currency translation adjustment and other, net of taxes 185,952 19,948 (163,927)
Unrealized gain (loss) on foreign exchange contracts designated as net
mvestment hedges, net of taxes (13,488) 10,368 —
Unrealized gain (loss) on interest rate swaps designated as cash flow
hedges, net of taxes (9,000) (7,787) 931
Employee benefit plan items, net of taxes (2,864) 14,035 8,253
Other comprehensive income (loss) 160,600 36,564 (154,743)
Comprehensive income (loss) 747,064 (163,604) 566,831
Less: Comprehensive income attributable to noncontrolling interests 5,300 3,245 2,848
Comprehensive income (loss) attributable to shareholders 3 741,764 % (166,849) $ 563,983

See accompanying notes.
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ARROW ELECTRONICS, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands except par value)

December 31,
2020 2019
ASSETS
Current assets:
Cash and cash equivalents $ 373,615 $ 300,103
Accounts receivable, net 9,205,343 8,482,687
Inventories 3,287,308 3477120
Other current assets 286,633 266,249
Total current assets 13,152,899 12,526,159
Property, plant, and equipment, at cost:
Land 7,940 7,793
Buildings and improvements 207,614 173,370
Machinery and equipment 1,553,371 1,481,525
1,768,925 1,662,688
Less: Accumulated depreciation and amortization (969,320) (859,578)
Property, plant, and equipment, net 799,605 803,110
Investments in affiliated companies 76,358 86,942
Intangible assets, net 233,819 271,903
Goodwill 2,115,469 2,061,322
Other assets 675,761 651,360
Total assets $ 17,053,911 § 16,400,796
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable $ 7,937,880 § 7,046,221
Accrued expenses 1,034,361 880,507
Short-term borrowings, including current portion of long-term debt 158,633 331,431
Total current liabilities 9,130,883 8,258,159
Long-term debt 2,097,940 2,640,129
Other liabilities 676,136 636,115
Commutments and contingencies (Notes 14 and 15)
Equity:
Shareholders' equity:
Common stock, par value $1:
Authorized - 160,000 shares in both 2020 and 2019
Issued - 125,424 shares in both 2020 and 2019 125,424 125,424
Capital in excess of par value 1,165,850 1,150,006
Treasury stock (50,581 and 44,804 shares in 2020 and 2019, respectively), at cost (2,776,821) (2,332,548)
Retamed earmings 6,679,751 6,131,248
Accumulated other comprehensive loss (104,885) (262,211)
Total shareholders' equity 5,089,319 4811,919
Noncontrolling mterests 59,633 54,474
Total equity 5,148,952 4,866,393
Total liabilities and equity $ 17,053,911 § 16,400,796

See accompanying notes.
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ARROW ELECTRONICS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Years Ended December 31,
2020 2019 2018

Cash flows from operating activities:
Consolidated net income (loss) $ 586464 $ (200,168) $ 721,574

Adjustments to reconcile consolidated net income (loss) to net cash provided
by operations:

Depreciation and amortization 189.058 189760 186,384
Amortization of stock-based compensation 35288 41,070 46,238
Equity 1n losses of affiliated companies 531 2,765 2,332
Deferred income taxes 29,713 (50,288) 1,236
Loss (gain) on investments, net (5,333) (11,462) 14,166
Loss on disposition of businesses, net — 21,252 3,604
Pension settlement loss — 20,111 1,665
Impaurments 7,223 698,246 —
Other 5,059 10,659 9,198
Change in assets and liabilities, net of effects of acquired and disposed
businesses:
Accounts receivable, net (541,427) 338,849 (1,007,308)
Inventories 244325 383,058 (618,875)
Accounts payable 760,883 (521,575) 936,423
Accrued expenses 86,484 (27,475) 112,123
Other assets and liabilities (38.425) (36,837) (136,070)
Net cash provided by operating activities 1,359,843 857,995 272,690
Cash flows from investing activities:
Cash consideration paid for acquired businesses, net of cash acquired — — (331,563)
Proceeds from (cash paid on) disposition of businesses — (13,094) 32,013
Acquisition of property, plant, and equipment (123,585) (143,191) (135,336)
Proceeds from sale of property, plant, and equipment — — 5421
Cash paid for customer relationship intangible asset (713) (7,616) (20,000)
Other (14,496) (9,682) (13,500)
Net cash used for mvesting activities (138,794) (173,583) (462,965)
Cash flows from financing activities:
Change in short-term and other borrowings (95.017) (113,923) 192,192
Proceeds from (repayments of) long-term bank borrowings, net (411.497) (405,007) 306,635
Redemption of notes (209,366) — (300,000)
Proceeds from exercise of stock options 21.037 16,911 8,819
Repurchases of common stock (483,735) (404,203) (243,305)
Settlement of forward-starting interest rate swap (48,378) — —
Other (141) (147) (1,174
Net cash used for financing activities (1,227,097) (906,369) (36,833)
Effect of exchange rate changes on cash 79,560 12,733 6,352
Net increase (decrease) in cash and cash equivalents 73.512 (209,224) (220,756)
Cash and cash equivalents at beginning of year 300,103 509,327 730,083
Cash and cash equivalents at end of year $ 373615 % 300,103 % 509327

See accompanying notes.
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ARROW ELECTRONICS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)

1. Summary of Significant Accounting Policies

Prnciples of Consolidation

The consolidated financial statements of Amow Electronics, Inc. (the “company” or “Arrow™) include the accounts of the
company, its majority-owned subsidiaries, and Arrow EMEA Funding Corp B.V. (see Note 5). All significant intercompany
transactions are eliminated.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States

("GAAP") requures the company to make significant estimates and assumptions that affect the amounts reported m the
consolidated financial statements and accompanying notes. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash equivalents consist of highly liquid investments, which are readily convertible into cash, with original maturities of three
menths or less.

Trade Accounts and Notes Receivable

Trade accounts and notes receivable are reported at amortized cost, net of the allowance for credit losses in the consolidated
balance sheets. The allowance for credit losses 1s a valuation account that is deducted from the receivables' amortized cost basis
to present the net amount expected to be collected. Receivables are written off against the allowance when management
believes the receivable balance is confirmed to be uncollectible.

Management estimates the allowance for credit losses using relevant available information about expected credit losses and an
age-based reserve model. Inputs to the model include information about historical credit losses, customer credit ratings, past
events, current conditions, and reasonable and supportable forecasts. Adjustments to historical loss information are made for
differences in current receivable-specific risk characteristics such as changes in the economic and mdustry environment, or
other relevant factors.

Expected credit losses are estunated on a collective (pool) basis, when smmilar nisk characteristics exist, based on customer
credit ratings, which include both externally acquired as well as internally determined credit ratings. Receivables that do not
share risk characteristics are evaluated on an individual basis.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined on a moving average cost basis, which
approximates the first-in, first-out method. Substantially all inventories represent finished goods held for sale.

Property. Plant, and Equipment

Property, plant, and equipment are stated at cost. Depreciation is computed on the straight-line method over the estimated useful
lives of the assets. The estimated useful lives for depreciation of buildings i1s generally 20 to 30 years, and the estimated useful
lives of machinery and equipment is generally three to ten years. Leasehold improvements are amortized over the shorter of the
term of the related lease or the life of the improvement. Long-lived assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amounts may not be recoverable. If the carrying value of the asset cannot be
recovered from estimated future cash flows, undiscounted and without interest, the fair value of the asset is calculated using the
present value of estimated net future cash flows. If the fair value is less than the carrying amount of the asset, a loss is
recogmized for the difference, subject to the limitation of individual asset fair values within the group.
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Software Development Costs

The company capitalizes certain internal and external costs incurred to acquire or create internal-use software. Capitalized
software costs are amortized on a straight-line basis over the estimated useful life of the software, which is generally three to
twelve years. At December 31, 2020 and 2019, the company had unamortized software development costs of $453,407 and
$501,190, respectively, which are included in "Machinery and equipment"” in the company's consolidated balance sheets.

Identifiable Intangible Assets

Amortization of definite-lived intangible assets is computed on the straight-line method over the estimated useful lives of the
assets. Identifiable intangible assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amounts may not be recoverable.

Investments

Investments are accounted for using the equity method if the mvestment provides the company the ability to exercise significant
mfluence, but not control, over an investee. Significant mfluence 1s generally deemed to exist if the company has an ownership
mterest in the voting stock of the investee between 20% and 50%, although other factors, such as representation on the
mvestee's Board of Directors, are considered in determining whether the equity method 1s appropriate. The company records its
investments in equity method investees meeting these characteristics as "Investments in affiliated companies" in the company's
consolidated balance sheets.

Equity investments which the company does not possess the ability to exercise significant influence, are measured at fair value,
using quoted market prices, and are included in “Other assets” in the company's consolidated balance sheets. Changes in fair
value are recorded in “Gain (Loss) on investments, net” in the company's consolidated statements of operations. During the year
ended December 31, 2020, the company recorded a net gain on investments of $5,348.

The company records equity mvestments that do not have readily determinable fair values at cost minus impairment, if any,
plus or minus changes resulting from observable price changes.

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the net assets acquired. The company tests
goodwill for impairment annually as of the first day of the fourth quarter and/or when an event occurs or circumstances change
such that it is more likely than not that an impairment may exist. Examples of such events and circumstances that the company
would consider include the following:

« macroeconomic conditions such as deterioration mn general economic conditions, limitations on accessing capital,
fluctuations in foreign exchange rates, or other developments in equity and credit markets;

+ industry and market considerations such as a deterioration in the environment in which the company operates, an
increased competitive environment, a decline in market-dependent multiples or metrics (considered in both absolute
terms and relative to peers), a change in the market for the company's products or services, or a regulatory or political
development;

¢ cost factors such as increases in inventory, labor, or other costs that have a negative effect on earnings and cash flows;

« overall financial performance such as negative or declining cash flows or a decline in actual or planned revenue or
earnings compared with actual and projected results of relevant prior periods;

« other relevant entity-specific events such as changes in management, key personnel, strategy, or customers,
contemplation of bankruptey, or litigation;

+ events affecting a reporting unit such as a change in the composition or carrying amount of its net assets, a more likely
than not expectation of selling or disposing all, or a portion, of a reporting unit, the testing for recoverability of a
significant asset group within a reporting unit, or recognition of a goodwill impairment loss in the financial statements
of a subsidiary that is a component of a reporting unit; and

¢ asustained decrease in share price (considered in both absolute terms and relative to peers).

Goodwill is tested at a level of reporting referred to as “the reporting unit.” The company's reporting units are defined as each
of the three regional busmesses withm the global components busimess segment, which are the Americas; Europe, the Middle
East, and Afiica (“EMEA”); and Asia-Pacific, each of the two regional businesses within the global ECS business segment,
which are North America and EMEA, and elnfochips, which was acquired in 2018 and is part of the global components
business segment.
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An entity has the option to first assess qualitative factors to determine whether the existence of events or circumstances leads to
a determination that it is more likely than not (that 1s, a likelthood of more than 50%) that the fair value of a reporting unit is
less than its carrying amount. If, after assessing the totality of events or circumstances, an entity determines it is not more likely
than not that the fair value of a reporting unit is less than its carrying amount, then the quantitative goodwill impairment test is
unnecessary. The company has elected not to perform the qualitative assessment and performed the quantitative goodwill
mpairment test. The quantitative goodwill impairment test, used to identify both the existence of impairment and the amount of
mpairment loss, compares the fair value of a reporting unit with its carrying amount, including goodwill. If the carrying
amount of the reporting umt 1s less than its fair value, no impairment exists. If the carrymmg amount of a reporting unit exceeds
its fair value, an impairment loss shall be recognized in an amount equal to that excess, limited to the total amount of goodwill
allocated to that reporting unit.

The company estimates the fair value of a reporting unit using the income approach. For the purposes of the income approach,
fair value 1s determined based on the present value of estimated future cash flows, discounted at an appropriate risk-adjusted
rate. The assumptions included in the income approach include forecasted revenues, gross profit margins, operating income
margins, working capital cash flow, perpetual growth rates, income tax rates, and long-term discount rates, among others, all of
which require significant judgments by management. Actual results may differ from those assumed 1n the company's forecasts.
The company alse reconciles 1its discounted cash flow analysis to its current market capitalization allowmg for a reasonable
control premium.

During the second quarter of 2019, the company recorded a goodwill impairment charge of $509,000 and $61,175 within the
Americas components and Asia-Pacific components reporting units, respectively (see Note 3).

During the first quarter of 2020, as a result of significant declines in macroeconomic conditions and equity valuations, and the
mplementation of regulatory restrictions brought forth by the COVID-19 pandemic, and due to historically low head-room, the
company determined that it was more likely than not that an impairment may exist within the Americas components and
elnfochips reporting umts. The company performed a quantitative goodwill mmpairment test for these reporting umts and
determined goodwill was not impaired (see Note 3).

While there is ongoing uncertainty related to COVID-19, the company has observed continued improvements in
macroeconomic conditions and equity valuations, and market conditions related to our components business, along with
improvements in working capital in certain reporting units. As of the first day of the fourth quarters of 2020, 2019, and 2018,
the company's annual impairment testing did not indicate additional impairment at any of the company's reporting units.

A decline in general economic conditions or global equity valuations could impact the judgments and assumptions about the
fair value of the company's businesses, and the company could be required to record an impairment charge in the future, which
could 1mpact the company's consolidated balance sheets, as well as the company's consolidated statements of operations. If the
company was required to recognize an impamment charge i the future, the charge would not impact the company's
consolidated cash flows, current liquidity, capital resources, and covenants under its existing revolving credit facility, North
American asset securitization program, other outstanding borrowings, and EMEA asset securitization program.

As of December 31, 2020, the company has $2,115,469 of goodwill, of which approximately $607,315 and $90,463 was
allocated to the Americas and EMEA reporting units within the global components business segment, respectively, $787,675
and $432.819 was allocated to the North America and EMEA reporting units within the global ECS business segment,
respectively, and $197,167 was allocated to the elnfochips reporting unit. As of the date of the company's latest impairment
test, the fair value of the EMEA components reporting unit, within the global components business segment, and the Amernicas
ECS and EMEA ECS reporting units, within the global ECS business segment, exceeded their carrying values by more than
175%. The Americas components and elnfochips reporting units, within the global components business segment, exceeded
their carrying values by less than 10% (see Note 3).

Leases

The company determines if a contract contains a lease at inception based on whether it conveys the right to control the use of an
identified asset. Substantially all of the company's leases are classified as operating leases. The company records operating
lease right-of-use assets within “Other assets” and lease liabilities are recorded within “Other liabilities” and “Accrued
expenses” 1n the consolidated balance sheets. Lease expenses are recorded withm “Sellmg, general, and admuinistrative
expenses” in the consolidated statements of operations. Operating lease payments are presented within “Operating cash flows”
m the consolidated statements of cash flows.
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Operating lease right-of-use assets and lease liabilities are recognized based on the net present value of future minimum lease
payments over the lease term starting on the commencement date. The company generally is not able to determine the rate
implicit in its leases and, as such, applies an incremental borrowing rate based on the company's cost of borrowing for the
relevant terms of each lease. Lease expense for minimum lease payments i1s recognized on a straight-line basis over the lease
term. Lease terms may include an option to extend or terminate a lease if it is reasonably certain that the company will exercise
such options. The company has elected the practical expedient to not separate lease components from non-lease components,
and also has elected not to record a right-of-use asset or lease liability for leases which, at inception, have a term of twelve
months or less. Variable lease payments are recognized 1n the period m which the obligation for those payments 1s incurred.

Foreign Currency Translation and Remeasurement

The assets and liabilities of international operations are translated at the exchange rates in effect at the balance sheet date.
Revenue and expense accounts are translated at the monthly average exchange rates. Adjustments arising from the translation of
the foreign cumrency financial statements of the company's international operations are reported as a component of
“Accumulated other comprehensive loss” in the company's consolidated balance sheets.

For foreign currency remeasurement from each local currency mto the appropriate functional currency, monetary assets and
lLiabilities are remeasured to functional currencies using current exchange rates in effect at the balance sheet date. Gains or
losses from these remeasurements were not sigmficant and have been included in the company's consolidated statements of
operations. Non-monetary assets and liabilities are recorded at historical exchange rates.

Income Taxes

Income taxes are accounted for under the liability method, which requires the recognition of deferred tax assets and liabilities
for the expected future tax consequences of events that have been included in the financial statements. Under this method,
deferred tax assets and liabilities are determined on the basis of differences between the tax bases of assets and liabilities and
their financial reporting amounts using enacted tax rates 1n effect for the year in which the differences are expected to reverse.
The effect of a change in tax rates on deferred tax assets and labilities 1s recognized 1n mcome in the period that mcludes the
enactment date.

The carrying value of the company's deferred tax assets is dependent upon the company's ability to generate sufficient future
taxable income in certain tax jurisdictions. Should the company determine that it is more likely than not that some portion or all
of its deferred tax assets will not be realized, a valuation allowance to reduce the deferred tax assets is established in the period
such determination is made. The assessment of the need for a valuation allowance requires considerable judgment on the part of
management with respect to the benefits that could be realized from future taxable income, as well as other positive and
negative factors.

It 1s also the company's policy to provide for uncertain tax positions and the related interest and penalties based upon
management's assessment of whether a tax benefit is more likely than not to be sustained upon examination by tax authorities.
To the extent the company prevails in matters for which a liability for an unrecognized tax benefit is established, or is required
to pay amounts in excess of the liability, or when other facts and circumstances change, the company's effective tax rate in a
given financial statement period may be materially affected.

Net Income (T oss) Per Share

Basic net mcome (loss) per share 1s computed by dividing net mcome (loss) attributable to shareholders by the weighted-
average number of common shares outstanding for the period. Diluted net income (loss) per share reflects the potential dilution
that would oceur if securities or other contracts to issue common stock were exercised or converted mto common stock.

Comprehensive Income (I.oss

Comprehensive income (loss) consists of consolidated net income (loss), foreign currency translation adjustment, unrealized
gains or losses on post-retirement benefit plans, unrealized gains on foreign exchange contracts designated as net investment
hedges, and unrealized gains and losses on interest rate swaps designated as cash flow hedges. Unrealized gains or losses on
interest rate swaps, and foreign exchange contracts are net of any reclassification adjustments for realized gains or losses
included in consolidated net income. Amounts related to net investment hedges that are excluded from the assessment of hedge
effectiveness are amortized to “interest and other financing expenses, net” on a straight-line basis over the life of the hedging
mstrument. Foreign currency translation adjustments included in comprehensive meome (loss) which are deemed permanent
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investments in international affiliates were not tax effected. All other comprehensive income (loss) items are net of related
mcome taxes.

Stock-Based Compensation

The company records share-based payment awards exchanged for employee services at fair value on the date of grant and
expenses the awards in the consolidated statements of operations over the requisite employee service period. Stock-based
compensation expense includes an estimate for forfeitures. Stock-based compensation expense related to awards with a market
or performance condition which cliff vest, are recognized over the vesting period on a straight-line basis. Stock-based
compensation awards with service conditions only are also recognized on a straight-line basis.

Segment Reporting

Operating segments are defined as components of an enterprise for which separate financial mformation 1s available that 1s
evaluated regularly by the chief operating decision maker m deciding how to allocate resources and 1n assessing performance.
The company's operations are classified mto two reportable business segments: global components and global ECS.

Revenue Recognition

The company recognizes revenue as control of products is transferred to customers, which generally happens at the point of
shipment. Sales are recorded net of discounts, rebates, and returns, which historically have not been material. The company
allows its customers to return product for exchange or credit in limited circumstances. A liability is recorded at the time of sale
for estimated product returns based upon historical experience. The company also provides volume rebates and other discounts
to certain customers which are considered variable consideration. A provision for customer rebates and other discounts is
recorded as a reduction of revenue at the time of sale based on an evaluation of the contract terms and historical experience.
Tariffs are included in sales as the company has enforceable rights to additional consideration to cover the cost of tariffs. Other
taxes imposed by governmental authorities on the company's revenue producing activities with customers, such as sales taxes
and value added taxes, are excluded from net sales.

Products sold by the company are generally delivered via shipment from the company's facilities, drop shipment directly from
the vendor, or by electronic delivery of keys for software products. A portion of the company's business involves shipments
directly from its suppliers to its customers, in these transactions, the company is generally responsible for negotiating price both
with the supplier and customer, payment to the supplier, establishing payment terms with the customer, product returns, and has
11sk of loss if the customer does not make payment. As the principal with the customer, the company recognizes revenue upon
receiving notification from the supplier that the product was shipped.

The company has contracts with certain customers where the company's performance obligation is to arrange for the products or
services to be provided by another party. In these amrangements, as the company assumes an agency relationship in the
transaction, revenue is recognized in the amount of the net fee associated with serving as an agent. These arrangements relate to
the sale of supplier service contracts to customers where the company has no future obligation to perform under these contracts
or the rendering of logistics services for the delivery of inventory for which the company does not assume the risks and rewards
of ownership.

No single customer accounted for more than 2% of the company's 2020 consolidated sales. One supplier accounted for
approximately 14% of the company's consolidated sales in 2020. No other single supplier accounted for more than 7% of the
company's consolidated sales in 2020. The company believes that many of the products it sells are available from other sources
at competitive prices. However, certain parts of the company's business, such as the company's global ECS business segment,
rely on a limited number of suppliers with the strategy of providing focused support, extensive product knowledge, and
customized service to suppliers, MSPs, and VARs. Most of the company's purchases are pursuant to distributor agreements,
which are typically non-exclusive and cancelable by either party at any time or on short notice.

Shipping and Handling Costs
The company reports shipping and handling costs, primarily related to outbound freight, in the consolidated statements of

operations as a component of selling, general, and administrative expenses. Shipping and handling costs included 1n selling,
general, and administrative expenses totaled $95,634, $97,227, and $103,553 in 2020, 2019, and 2018, respectively.
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Vendor Programs

The company participates in supplier programs that provide for price protection, product rebates, marketing/promotional
allowances, and other incentives. The consideration received under these programs is recorded in the consolidated statements of
operations as an adjustment to cost of goods sold or selling, general, and administrative expenses, according to the nature of the
activity and terms of the vendor program. Incentives are accrued as they are earned based on sales of qualifying products or as
services are provided in accordance with the terms of the related program.

Impact of Recently Issued Accounting Standards

In March 2020, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No.
2020-04, Reference Rate Reform (Topic 848) Fucilitation of the Effects of Reference Rate Reform on Financial Reporting
("ASU No. 2020-04"). ASU No. 2020-04 provides optional expedients and exceptions for applying GAAP to contract
modifications and hedging relationships, subject to meeting certain criteria, that reference LIBOR or another rate that is
expected to be discontinued. In January 2021, the FASB issued ASU No. 2021-01, Reference Rate Reform (Topic 848). This
ASU provides supplemental guidance and clarification to ASU No. 2020-04, and these updates must be adopted concurrently,
cumulatively referred to as “Topic 848.” The amendments in Topic 848 are effective for all entities as of March 12, 2020
through December 31, 2022. The company adopted the provisions of Topic 848 on a prospective basis in March 2020, and the
adoption had no impact on the consolidated financial statements.

In June 2016, the FASB 1ssued ASU No. 2016-13, Financial Instruments - Credit Losses ("Topie 326"). Topie 326 revises the
methodology for measuring credit losses on financial mstruments and the timing of when such losses are recorded. On January
1, 2020, the company adopted Topic 326 using a modified retrospective approach with a cumulative effect adjustment to the
opening balance of retained eamings, which increased the allowance for credit losses by 347,011 (835,935 net of tax). Increases
in the allowance for credit losses relate to the required change from an incurred loss model to an expected loss model, and the
related change in timing of loss recognition where an allowance for credit losses is now applied to all receivables, at a rate
dependent on the credit characteristics of the collective pool each customer is in. Refer to Note S.

Reclassification

Certain prior period amounts were reclassified to conform to the current period presentation. These reclassifications did not
have a material impact on previously reported amounts.

2. Impairment of Long-Lived Assets and Loss on Disposition of Businesses

During the second quarter of 2019, the company committed to a plan to close its personal computer and mobility asset
disposition business within the global components business segment. In light of the plan, the company performed an
mmpairment analysis of the long-lived assets of the personal computer and mobility asset disposition business in accordance
with Accounting Standards Codification ("ASC") topic 360 and recorded a pre-tax impairment charge of $74,508 to write-down
certain assets of the personal computer and mobility asset disposition business to estimated fair value in the second quarter of
2019.

During 2019, the company completed the disposition of three foreign subsidiaries related to the personal computer and mobility
asset disposition business. As a result of the disposition, the company recogmzed a loss on disposition of business, net, of
$19,384, primanly related to the reclassification of cumulative translation adjustment to earnings upon the sale.

3. Goodwill and Intangible Assets
Goodwill represents the excess of the cost of an acquisition over the fair value of the net assets acquired. The company tests

goodwill and other indefinite-lived intangible assets for impairment annually as of the first day of the fourth quarter, or more
frequently if indicators of potential impairment exist.
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Goodwill of companies acquired, allocated to the company's business segments, is as follows:

Global
Components  Global ECS Total
Balance as of December 31, 2018 (a) $ 1,437,501 $ 1,187,189 § 2,624,690
Tmpairments and dispositions (570,175) (1,386) (571,561)
Foreign currency translation adjustment 16,170 (7.977) 8,193
Balance as of December 31, 2019 (b) $ 883,496 $ 1177826 $ 2,061,322
Foreign currency translation adjustment 11,479 42,668 54,147
Balance as of December 31, 2020 (b) $ 894975 § 1220494 $§ 2115469
(a) The total carrying value of goodwill of companies acquired as of December 31, 2018 m the table above 1s reflected net

of $1,018,780 of accumulated impairment charges, of which $716,925 was recorded m the global components business
segment and $301,855 was recorded in the global ECS business segment.

()] The total carrying value of goodwill of companies acquired as of December 31, 2020 and December 31, 2019 n the
table above is reflected net of $1,588,955 of accumulated impairment charges, of which $1,287,100 was recorded n
the global components business segment and $301,855 was recorded m the global ECS business segment.

As of the first day of the fourth quarters of 2020, 2019, and 2018, the company's annual impairment testing did not result in any
additional impairment of goodwill of companies acquired.

During the first quarter of 2020, as a result of significant declines in macroeconomic conditions and equity valuations, and the
mmplementation of regulatory restrictions brought forth by the COVID-19 pandemic, and due to historically low head-room, the
company determined that it was more likely than not that an impairment may exist within the Americas components and
elnfochips reporting units. The company performed a quantitative goodwill impairment test for these reporting units and
determined goodwill was not impaired.

During the second quarter of 2019, as a result of the company's downward revision of forecasted future earnings and the
decision to wind down the company's personal computer and mobility asset disposition business, the company determined that
it was more likely than not that an impairment may exist within the Americas components and Asia-Pacific components
reporting units. The company evaluated 1ts other four reporting units and concluded an interim 1mpairment analysis was not
required based on the results of those reporting umts and historical levels of headroom in each of those reporting umts. The
interim goodwill impairment analysis resulted in a partial goodwill impairment charge of $509,000 ($457,806 net of tax) with
approximately $600,000 of goodwill remaining within the Americas components reporting unit and a full impairment charge of
$61,175 ($61,175 net of tax) within the Asia-Pacific components reporting unit.

Intangible assets, net, are comprised of the following as of December 31, 2020:

Gross
Weighted- Carrying Accumulated
Average Life Amount Amortization Net
Customer relationships 12 years $ 335,027 $ (157.151) $ 177,876
Amortizable trade name 8 years 74,008 (18,065) 55,943

3 409,035 § (175216) § 233,819

Intangible assets, net, are comprised of the followng as of December 31, 2019:

Gross
Weighted- Carrying Accumulated
Average Life Amount Amortization Net
Customer relationships 12 years $ 354,305 §  (148,632) § 205,673
Amortizable trade name 8 years 76,407 (10,177) 66,230

8 430,712 §  (158,809) § 271,903
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During the second quarter of 2019, the company initiated actions to further integrate two global components businesses. These
businesses held indefinite-lived trade names with a carrying value of $101,000. As a result of the company's decision to
integrate these brands, we determined the useful lives of the trade names were no longer indefinite. Subsequent to the second
quarter of 2019, the company began amortizing these trade names over their estimated remaining useful lives. The trade names
were tested for impairment during the second quarter of 2019 as a result of the change in estimated useful lives. The company
estimated the fair value of the trade names to be $55,000 using the relief from royalty method and recorded a non-cash
mmpairment charge of $46,000 (334,653 net of tax). The drivers of the impairment were primarily due to the shortened useful
lives of the asset and a decline of the forecasted revenues attributable to the trade names as mtegration to the Arrow brand
oceurs over the estimated remaining useful lives.

In December 2018, the company completed an asset acquusition of a 320,000 customer relationship intangible asset with an
assigned useful life of 10 years. The intangible asset is included in the company's global components business segment.

Amortization expense related to identifiable intangible assets was $38,417, $48,097, and $49356 for the years ended
December 31, 2020, 2019, and 2018, respectively. Amortization expense for each of the years 2021 through 2025 is estimated
to be approximately $37,288, $35,830, $31,833, $30,095, and $20,525, respectively.

4. Investments in Affiliated Companies

The company owns a 50% interest in each of the two joint ventures with Marubun Corporation (collectively “Marubun/Arrow™)
and a 50% interest in one other joint venture. These investments are accounted for using the equity method.

The following table presents the company's investment in the following joint ventures at December 31:

2020 2019
Marubun/Arrow 3 65943 % 76,574
Other 10,415 10,368

$ 76358 $ 86,942

The equity in earnings (losses) of affiliated companies for the years ended December 31 consists of the following:

2020 2019 2018

Marubun/Arrow $ (726) $ 3066 $ 5,543

Other 195 (5.831) (7.875)
$ (531) $ (2.765) $ (2,332)

Under the terms of various joint venture agreements, the company is required to pay its pro-rata share of the third party debt of
the joint ventures in the event that the joint ventures are unable to meet their obligations. There were no outstanding borrowings
under the thud party debt agreements of the joint ventures as of December 31, 2020. The company's pro-rata share of this debt
was approxmmately $1,700 at December 31, 2019. The company believes there 1s sufficient equity m each of the joint ventures
to meet the obligations.

5. Accounts Receivable

Accounts receivable, net, consists of the following at December 31:

2020 2019
Accounts receivable $ 9298135 § 8,552,120
Allowances for doubtful accounts (92,792) (69,433)
Accounts receivable, net $ 9205343 § 8482687
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Allowances for doubtful accounts consists of the following:

Balance at December 31, 2019 $ 69,433
Effect of adoption of ASU No. 2016-13 (Note 1) 47,011
Charged to income 26,942
Translation Adjustments 510
Writeoffs (51,104)
Balance at December 31, 2020 3 92,792

The company has considered the current credit condition of its customers in estimating the expected credit losses and has not
experienced significant changes in customers’ payment trends or significant deterioration in customers’ credit risk as of
December 31, 2020. The global economic impact from COVID-19 may adversely affect the credit condition of some of our
customers. The impact of COVID-19 on our customers’ credit condition is highly uncertain and will largely depend on the
outcome of future events that are outside of our control, which could cause credit losses to increase.

During the first quarter of 2020, the company entered into an EMEA (Europe, the Middle East, and Afiica) asset securitization
program under which it will continuously sell its mterest m designated pools of trade accounts receivables of certain of its
subsidiaries in the EMEA region, at a discount, to a special purpose entity, which m tum sells certam of the receivables to
unaffiliated financial institutions and conduits administered by such unaffiliated financial istitutions ("unaffiliated financial
institutions") on a monthly basis. The company may sell up to €400,000 under the EMEA asset securitization program, which
matures in January 2023, subject to extension in accordance with its terms. The program is conducted through Arrow EMEA
Funding Corp B.V., an entity structured to be bankruptcy remote. The company is deemed the primary beneficiary of Arrow
EMEA Funding Corp B.V. as the company has both the power to direct the activities that most significantly impact the entity’s
economic performance and the obligation to absorb losses or the right to receive the benefits that could potentially be
significant to the entity from the transfer of the trade accounts receivables into the special purpose entity. Accordingly, Arrow
EMEA Funding Corp B.V. 1s included m the company’s consolidated financial statements.

Receivables sold to unaffiliated financial institutions under the program are excluded from “Accounts receivable, net” on the
company’s consolidated balance sheets and cash receipts are reflected as cash provided by operating activities on the
consolidated statements of cash flows. The purchase price is paid in cash when the receivables are sold. Certain unsold
receivables held on Arrow EMEA Funding Corp B.V. are pledged as collateral to unaffiliated financial mstitutions. These
unsold receivables are included in “Accounts receivable, net” in the company’s consolidated balance sheets.

The company continues servicing the receivables which were sold and in exchange receives a servicing fee under the program.
The company does not record a servicing asset or liability on the company’s consolidated balance sheets as the company
estimates that the fee it receives to service these receivables approximates the far market compensation to provide the servieing
activities.

During 2020, the company sold approximately €1,721,202, or $1,936,089, of accounts receivables to unaffiliated financial
institutions under the EMEA asset securitization program. There were €323,623, or $397,914, of receivables sold to unaffiliated
financial institutions that were uncollected as of December 31, 2020. Total collateralized accounts receivables of approximately
€448.814, or $551,843, were held by Arrow EMEA Funding Corp B.V. at December 31, 2020. Any accounts receivables held
by Arrow EMEA Funding Corp B.V. would likely not be available to other creditors of the company in the event of bankruptcy
or insolvency proceedings if there are outstanding balances under the EMEA asset securitization program. The assets of the
special purpose entity cannot be used by the company for general corporate purposes. Additionally, the financial obligations of
Arrow EMEA Funding Corp B.V. to the unaffiliated financial institution under the program are lomited to the assets it owns and
there 1s no recourse to the Arrow Electronies, Ine. for receivables that are uncollectible as a result of the msolvency or mability
to pay of the account debtors.

The EMEA asset securitization program includes terms and conditions that limit the incurrence of additional borrowings and

require that certain financial ratios be maintained at designated levels. As of December 31, 2020, the company was in
compliance with all such financial covenants.
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6. Debt

Short-term borrowings, including current portion of long-term debt, consists of the following at December 31:

2020 2019
6.00% notes, due 2020 b — % 209,322
5.125% notes, due March 2021 130,836 —
Borrowings on lines of credit — 60,000
Other short-term borrowings 27,797 62,109

8 158,633 § 331,431

Other short-term borrowings are primarily utilized to support working capital requirements. The weighted-average interest rate
on these borrowings was 1.73% and 2.76% at December 31, 2020 and 2019, respectively.

The company has $200,000 in uncommitted lines of credit. There were no outstanding borrowings under the uncommitted lines
of credit at December 31, 2020. There were $60,000 of outstanding borrowmgs under the uncommutted lines of credit at
December 31, 2019. These borrowmgs were provided on a short-term basis and the maturity 1s agreed upon between the
company and the lender. The lnes had a weighted-average effective interest rate of 1.53% and 2.61% at December 31, 2020,
and December 31, 2019, respectively.

The company has a commercial paper program and the maximum aggregate balance of commercial paper outstanding may not
exceed the bomrowing capacity of $1,200,000. The company had no outstanding borrowmgs under this program as of
December 31, 2020 and 2019. The program had a weighted-average effective interest rate of 0.30% and 2.24% at December 31,
2020, and December 31, 2019, respectively.

Long-term debt consists of the following at December 31:

2020 2019
North American asset securitization program $ — 8 400,000
Revolving credit facility — 10,000
5.125% notes, due 2021 — 130,691
3.50% notes, due 2022 348,918 348,088
4.50% notes, due 2023 298,701 298,148
3.25% notes, due 2024 496,034 495,045
4.00% notes, due 2025 346,999 346,368
7.50% senior debentures, due 2027 109,939 109,857
3.875% notes, due 2028 495223 494,648
Other obligations with various interest rates and due dates 2,126 7,284

$ 2,097940 § 2,640,129

The 7.50% senior debentures are not redeemable prior to their maturity. All other notes may be called at the option of the
company subject to “make whole” clauses.

The estimated fair market value of long-term debt at December 31, using quoted market prices, 1s as follows:

2020 2019
3.50% notes, due 2022 $ 360,500 $ 358,500
4.50% notes, due 2023 321,500 316,000
3.25% notes, due 2024 540,500 515,500
4.00% notes, due 2025 383,000 367,000
7.50% senior debentures, due 2027 140,000 135,000
3.875% notes, due 2028 564,000 516,500
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The carrying amount of the company’s short-term borrowings in various countries, revolving credit facility, 5.125% notes due
March 2021, North American asset securitization program, commercial paper, and other obligations approximate their fair
value.

The company has a $2,000,000 revolving credit facility maturing in December 2023. This facility may be used by the company
for general corporate purposes including working capital in the ordinary course of business, letters of credit, repayment,
prepayment or purchase of long-term indebtedness, acquisitions, and as support for the company's commercial paper program,
as applicable. Interest on borrowmgs under the revolving credit facility 1s calculated using a base rate or a Eurocurrency rate
plus a spread (1.18% at December 31, 2020), which 1s based on the company's credit ratings, or an effective mterest rate of
1.26% at December 31, 2020. The facility fee, which 1s based on the company's credit ratings, was .20% of the total borrowing
capacity at December 31, 2020. The company had no outstanding borrowings under the revolving credit facility at
December 31, 2020 and $10,000 in outstanding borrowings under the revolving credit facility at December 31, 2019.

The company has a North American asset securitization program collateralized by accounts receivable of certain of its
subsidiaries. The company may borrow up to $1,200,000 under the program, which matures in June 2021. The company has the
mtent and ability to refinance the North American asset securitization program on a long-term basis and intends to refinance the
program 1n 2021 prior to the matunty date. The program is conducted through Amow Electronics Funding Corporation
(“AFC”), a wholly-owned, bankruptcy remote subsidiary. The North American asset securitization program does not qualify for
sale treatment. Accordingly, the accounts receivable and related debt obligation remain on the company's consolidated balance
sheets. Interest on borrowings is calculated using a base rate or a commercial paper rate plus a spread (40% at December 31,
2020), or an effective mterest rate of .56% at December 31, 2020. The facility fee 1s .40% of the total borrowing capacity.

At December 31, 2020, the company had no outstanding borrowings under the North American asset securitization program. At
December 31, 2019, the company had $400,000 m outstanding borrowings under the North American asset securitization
program, which was meluded m “Long-term debt” in the company's consolidated balance sheets. Total collateralized accounts
receivable of approximately $2,207,700 and $2,217,800 were held by AFC and were meluded 1n “Accounts recervable, net” in
the company's consolidated balance sheets at December 31, 2020 and 2019, respectively. Any accounts receivable held by AFC
would likely not be available to other creditors of the company n the event of bankruptcy or insolvency proceedings before
repayment of any outstanding borrowings under the North American asset securitization program.

Both the revolving credit facility and North American asset securitization program include terms and conditions that limit the
incurrence of additional borrowings and require that certain financial ratios be maintained at designated levels. As of
December 31, 2020, the company was in compliance with all such financial covenants.

Durmg April 2020, the company repaid $209,366 principal amount of its 6.00% notes due April 2020.
During March 2018, the company redeemed $300,000 principal amount of its 3.00% notes due March 2018.

In the normal course of business, certain of the company’s subsidiaries have agreements to sell, without recourse, selected trade
receivables to financial institutions. The company does not retain financial or legal interests in these receivables, and,
accordingly they are accounted for as sales of the related receivables and the receivables are removed from the company’s
consolidated balance sheets.

Ammnual payments of borrowings during each of the years 2021 through 2025 are $158,633, $350,491, $299,049, $496,220, and
$347,018, respectively, and $605,162 for all years thereafter.

Interest and other financing expense, net, includes interest and dividend income of $22,568, $54,815, and $47,860 in 2020,
2019, and 2018, respectively. Interest paid, net of interest and dividend income, amounted to $138,303, $209,512, and $213,913
in 2020, 2019, and 2018, respectively.

7. Financial Instruments Measured at Fair Value

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. The company utilizes a fair value hierarchy, which maximizes the use of observable inputs and minimizes
the use of unobservable inputs when measuring fair value. The fair value hierarchy has three levels of inputs that may be used
to measure fair value:
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Level 1 Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted
assets or liabilities.

Level 2 Quoted prices in markets that are not active; or other inputs that are observable, either directly or indirectly, for
substantially the full term of the asset or liability.

Level 3 Prices or valuation techniques that require inputs that are both significant to the fair value measurement and
uncbservable.

The following table presents assets (liabilities) measured at fair value on a recurring basis at December 31, 2020:

Balance Sheet Location Level 1 Level 2 Level 3 Total
Cash and cash equivalents/
Cash equivalents (a) other assets $ 6,062 § — 3 — 3 6,062
Equity investments (b) Other assets 45,879 — — 45,879
Interest rate swaps designated as cash
flow hedges Other assets — 20,983 — 20,983
Foreign exchange contracts designated
as net investment hedges Other assets — 12,760 — 12,760
$ 51941 § 33743 § — $ 85,684

The following table presents assets (liabilities) measured at fair value on a recurring basis at December 31, 2019:

Balance Sheet Location Level 1 Level 2 Level 3 Total
Cash and cash equivalents/

Cash equivalents (a) other assets $ 18,579 % — % — $ 18,579
Equity investments (b) Other assets 44,677 — — 44,677
Interest rate swaps designated as cash

flow hedges Other lLiabilities — (11,574 — (11,574
Foreign exchange contracts designated

as net investment hedges Other assets — 21,718 — 21,718

$ 6325 $ 10,144 % — $ 73,400

(a)  Cash equivalents include highly liquid investments with an original maturity of less than three months.

(b)  The company has an 8.4% equity ownership interest in Marubun Corporation and a portfolio of mutual funds
with quoted market prices. During 2020, 2019, and 2018 the company recorded unrealized gains (losses) of
$(239), $4,204, and $(13,854), respectively, on equity securities held at the end of each year.

Assets and liabilities that are measured at fair value on a nonrecurring basis relate primarily to goodwill, identifiable intangible
assets, and long-lived assets (see Notes 2 and 3). The company tests these assets for impairment if indicators of potential
impairment exist or at least annually if indefinite lived.

Derivative Instruments

The company uses various financial instruments, including derivative instruments, for purposes other than trading. Certain
derivative instruments are designated at mception as hedges and measured for effectiveness both at inception and on an ongoing
basis. Derivative instruments not designated as hedges are marked-to-market each reporting period with any unrealized gains or
losses recognized in earnings.
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Interest Rate Swaps

The company manages the risk of variability in interest rates of future expected debt 1ssuances by entering into various forward
starting interest rate swaps, designated as cash flow hedges. Changes in fair value of interest rate swaps are recorded in the
shareholders’ equity section in the company’s consolidated balance sheets in “Accumulated other comprehensive loss™ and will
be reclassified into income over the life of the anticipated debt issuance or in the period the hedged forecasted cash flows are
deemed no longer probable to occur. Gains and losses on interest rate swaps are recorded within the line item “Interest and
other finaneing expense, net” m the consolidated statements of operations. The fair value of interest rate swaps are estimated
using a discounted cash flow analysis on the expected cash flows of each derivative using observable inputs including mterest
rate curves and credit spreads.

At December 31, 2020 the company had the following outstanding interest rate swaps designated as cash flow hedges:

Date Range of
Weighted Average Forecasted
Trade Date Maturity Date Notional Amount Interest Rate Transaction
Apnl 2020 December 2024 $300,000 0.97% Jan 2023 - Dec 2025
May 2020 June 2022 $300,000 0.90% Jan 2021 - Jun 2023

At December 31, 2019 the company had the following outstanding interest rate swaps designated as cash flow hedges:

Date Range of
Weighted Average Forecasted
Trade Date Maturity Date Notional Amount Interest Rate Transaction
May 2019 June 2020 $300,000 2.33% Sep 2019 - Jun 2020

In May 2019, the company entered into a series of ten-year forward-starting interest rate swaps (the “2019 swaps”). The 2019
swaps were designated as cash flow hedges managing the risk of variability in interest rates of future expected debt 1ssuance by
June 2020. In February 2020, the company determined that certain of the forecasted cash flows were no longer probable and de-
designated the hedging relationship. In February 2020, the company re-designated the 2019 swaps in a new cash flow hedge
managing the risk of variability in interest rates of future expected debt issuance by June 2023. In May 2020, the company
terminated the 2019 swaps for a cash payment of $48,378, which is reported in the "cash flows from financing activities"
section of the consolidated statements of cash flows. During the year ended December 31, 2020, losses of $2,616, before taxes,
were reclassified from “Accumulated other comprehensive loss™ ("AOCI") to "Interest and other financing expense, net" related
to forecasted cash flows that were deemed no longer probable to occur. At December 31, 2020 losses of $34,751, net of taxes,
remained in AOCI related to the May 2019 swaps.

Foreign Exchange Contracts

The company's foreign currency exposure relates primarily to international transactions where the currency collected from
customers can be different from the curency used to purchase the product. The company's transactions in its foreign operations
are denominated primarily in the following currencies: Euro, Indian Rupee, Chinese Renminbi, Canadian Dollar, and British
Pound. The company enters into foreign exchange forward, option, or swap contracts (collectively, the “foreign exchange
contracts”) to facilitate the hedging of foreign currency exposures resulting from inventory purchases and sales and mitigate the
mpact of changes in foreign currency exchange rates related to these transactions. Foreign exchange contracts generally have
terms of no more than six months. Gains or losses on these contracts are deferred and recognized when the underlying future
purchase or sale is recognized or when the corresponding asset or liability 1s revalued. The company does not enter into foreign
exchange contracts for trading purposes. The risk of loss on a foreign exchange contract is the risk of nonperformance by the
counterparties, which the company minimyzes by limiting its counterparties to major financial mstitutions. The fair value of the
foreign exchange contracts are estimated using foreign currency spot rates and forward rates quotes by third party financial
institutions. The notional amount of the foreign exchange contracts inclusive of foreign exchange contracts designated as a net
investment hedge at December 31, 2020 and 2019 was $914,930 and $929,966, respectively.
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Gains and losses related to non-designated foreign cumrency exchange contracts are recorded in "Cost of sales" in the
company’s consolidated statements of operations. Gains and losses related to foreign currency exchange contracts designated as
cash flow hedges are recorded in "Cost of sales," "Selling, general, and administrative expenses," and "Interest and other
financing expense, net" based upon the nature of the underlying hedged transaction, in the company’s consolidated statements
of operations.

During the first quarter of 2019, the company entered into a series of foreign exchange contracts to sell Euro and buy United
States Dollars, with various maturity dates as noted in the table below:

Maturity Date Notional Amount
March 2023 EUR 50,000
September 2024 EUR 50,000
April 2025 EUR 100,000
January 2028 EUR 100,000
Total EUR 300,000

The contracts above have been designated as a net investment hedge which is in place to hedge a portion of the company's net
mvestment in subsidiaries with euro-denominated net assets. The change in the famr value of derivatives designated as net
mvestment hedges are recorded in “foreign cwrency translation adjustment” (“CTA™) within “Accumulated other
comprehensive loss” 1n the company's consolidated balance sheets. Amounts excluded from the assessment of hedge
effectiveness are included in “Interest and other financing expense, net” in the company's consolidated statements of operations.

The effects of derivative mstruments on the company’s consolidated statements of operations and other comprehensive income
are as follows for the years ended December 31:

Income Statement Line 2020 2019 2018
Gain (Loss) Recognized in Income (Loss)
Foreign exchange contracts, net investment hedge (a) Interest Expense b 8,805 $ 8,068 $ —
Interest rate swaps, cash flow hedge Interest Expense (3,979 (1,298) (1,236)
Total $ 4,826 § 6,770 3 (1,236)
Gain (Loss) Recognized in Other Comprehensive
Income (Loss) before reclassifications, net of tax
Foreign exchange contracts, net investment hedge (b) $ (6802) $§ 16489 $ —
Interest rate swaps, cash flow hedge (12,023) (8,767) —
Total $ (18.825) $ 7,722 $ —
(a) Represents derivative amounts excluded from the assessment of effectiveness for the net investment hedges

reclassified from CTA to Interest and other financing expenses, net.

® Includes derivative gains (losses) excluded from the assessment of effectiveness for the net investment hedges and
recogmzed 1n other comprehensive income (net of tax) of $17,991 and $10,734 for 2020 and 2019, respectively.

Other

The carrying amount of cash and cash equivalents, accounts receivable, net, and accounts payable approximate their fair value
due to the short maturities of these financial instruments.
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8. Income Taxes

The provision for income taxes for the years ended December 31 consists of the following:

2020 2019 2018

Current:

Federal 3 5085 $ 3887 8§ (12,345)

State 7,114 (69) 20,141

International 130,883 134,808 178,767

3 143,082 § 138,626 $ 186,563

Deferred:

Federal S 13,496 $ (54,356) $ 19,207

State 4,603 2,7110) 312

International 11,614 6,778 (18,283)

29,713 (50,288) 1,236
§ 172,795 § 88338 § 187,799

The principal causes of the difference between the U.S. federal statutory tax rate of 21% and effective income tax rates for the
years ended December 31 are as follows:

2020 2019 2018
United States S 104,637 $ (557592) $ 186,677
International 654,622 445,762 722,656
Income (loss) before income taxes $ 759,259 % (111,830) § 909,373
Provision (benefit) at statutory tax rate $ 159,444 § (23.484) § 150,968
State taxes (benefit), net of federal benefit 10,218 (2,051) 16,166
International effective tax rate differential 3,112 17,474 7,480
U.S. tax on foreign earnings 5,316 26,013 —
Tax expense (benefit) on wind down of business (a) 1,937 (11311) —
Capital loss — — (60,757)
Change in valuation allowance 2,906 1305 66,557
Other non-deductible expenses 2,600 1,585 14,128
Changes in tax accruals 3,089 10,418 (3,968)
Tax credits (16,075) (3,034) (7.884)
Non-deductible portion of impairment of goodwill — 75,900 —
Tax Act's transition tax (b) — — (28,323)
Other 248 (4ATD) (6,568)
Provision for income taxes $ 172,795 % 88338 §% 187,799

(a) The wind down of the company’s personal computer and mobility asset disposition business resulted m net tax expense
(benefit) of $1,937 and $(11,311) during 2020 and 2019, respectively.

(b) For the year ended December 31, 2018, the company recorded a $28,323 benefit upon finalizing its analysis of the impact
from the Tax Act.

With the effective date of January 1, 2018, the Tax Act introduced a provision to tax global intangible low-taxed income
(“GILTI") of foreign subsidiaries. The company generated federal GILTT tax in the amount of $233 and $31,042 during 2020
and 2019, respectively. The 2019 GILTI tax was adversely affected by losses from the wind down of the personal computer and
mobility asset disposition business. The company elected to account for GILTI tax as a current period cost.

As of December 31, 2020, a long-term tax payable of $30,857 was recorded m "other liabilities" m the consolidated balance
sheets related to the Tax Act's one-time transition tax on the foreign subsidiaries' accumulated, unremitted earnings.
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At December 31, 2020, the company had a liability for unrecognized tax position of $62,203. The timing of the resolution of
these uncertain tax positions is dependent on the tax authorities' income tax examination processes. Material changes are not
expected, however, it is possible that the amount of unrecognized tax benefits with respect to uncertain tax positions could

increase or decrease during 2021. Currently, the company is unable to make a reasonable estimate of when tax cash settlement
would occur and how it would impact the effective tax rate.

A reconciliation of the beginning and ending amount of unrecognized tax benefits for the years ended December 31 is as

follows:
2020 2019 2018
Balance at beginning of year 3 52,98 $ 35879 § 24,361
Additions based on tax positions taken during a prior period 8,574 13,018 583
Reductions based on tax positions taken during a prior period (1,749) (86) (1,248)
Additions related to positions taken upon finalization of Tax Act during the
current period 16,506
Additions based on tax positions taken during the current period 5,174 8,926 3,133
Reductions based on tax positions taken during the current period (831) (259) (233)
Reductions related to settlement of tax matters (538) (136)
Reductions related to a lapse of applicable statute of limitations (1A413) (4,492) (7,087)
Balance at end of year 3 62,203 $ 52,986 $ 35,879

Interest costs related to unrecognized tax benefits are classified as a component of “Interest and other financing expense, net” in
the company's consolidated statements of operations. In 2020, 2019, and 2018, the company recognized $1,862, $1,469, and
$945, respectively, of interest expense related to unrecognized tax benefits. At December 31, 2020 and 2019, the company had
accrued a liability of $8,100 and $5,639, respectively, for the payment of interest related to unrecognized tax benefits.

In many cases the company's uncertain tax positions are related to tax years that remain subject to examination by tax
authorities. The following describes the open tax years, by major tax jurisdiction, as of December 31, 2020:

United States - Federal 2016 - present

United States - States 2013 - present

Germany (a) 2013 - present

Hong Kong 2013 - present

Ttaly (a) 2013 - present

Sweden 2014 - present

United Kingdom 2016 - present
(a) Includes federal as well as local junisdictions.
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Deferred income taxes are provided for the effects of temporary differences between the tax basis of an asset or liability and its
reported amount in the consolidated balance sheets. These temporary differences result in taxable or deductible amounts in
future years.

The deferred tax assets and liabilities consist of the following at December 31:

2020 2019
Deferred tax assets:
Net operating loss carryforwards $ 90,179 3 86,605
Capital loss carryforwards 56,854 57,031
Inventory adjustments 58,088 54,500
Allowance for doubtful accounts 20,134 12,797
Accrued expenses 34,196 27,998
Interest carryforward 13.265 13,059
Stock-based compensation awards 8972 11,006
Lease Liability 83,698 74,935
Intangible assets 4,266
Other 4,659 15,685
370,045 367,882
Valuation allowance (83.942) (81,037)
Total deferred tax assets $ 286,103 $ 286,845
Deferred tax liabilities:
Goodwill $ 0 (122,129) §  (109,131)
Depreciation (113,587) (115,459)
Intangible assets (12,470) —
Lease right-of-use assets (75,568) (69,491)
Total deferred tax liabilities $  (324,154) §  (294,081)
Total net deferred tax assets (liabilities) $ (38.051) $ (7,236)

At December 31, 2020, the company had international tax loss carryforwards of approximately $350,067, of which $26,210
have expuation dates ranging from 2021 to 2040, and the remaimng $323,857 have no expiration date. Deferred tax assets
related to these mternational tax loss carryforwards were $80,768 with a corresponding valuation allowance of $9,111. At
December 31, 2020, the company had a valuation allowance of $4,004 related to other deferred tax assets.

At December 31, 2020, the company also had deferred tax assets of $313 related to U.S. Federal net operating loss
carryforwards from acquired subsidiaries. These U.S. Federal net operating losses expire in various years beginning after 202.8.
Additionally, as of December 31, 2020, the company had deferred tax assets of approximately $9,098 with a corresponding
valuation allowance of $6,678, related to U.S. state net operating loss carryforwards. Valuation allowances are needed when
deferred tax assets may not be realized due to the uncertainty of the timing and the ability of the company to generate sufficient
future taxable meome m certam tax jurisdictions.

To achieve greater cash management agility and to further advance business objectives, during the fourth quarter of 2019, the
company reversed its assertion to indefinitely reinvest a certain portion of its foreign eamings, of which approximately
$2,400,000 are still available for distribution in future periods as of December 31, 2020, after distributions of $349,000 and
$761,000 during 2020 and 2019, respectively. The company continues to indefinitely reinvest the residual $1,600,000 of
undistributed earnings of its foreign subsidiaries and recognizes that it may be subject to additional foreign withholding taxes
and U.S. state income taxes, if it reverses its indefinite reinvestment assertion on these foreign earnings.

Income taxes paid, net of income taxes refunded, amounted to $160,143, $188,601, and $226.422 in 2020, 2019, and 2018,
respectively.
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9. Restructuring, Integration, and Other Charges

Restructuring initiatives are due to the company's continued efforts to lower cost and drive operational efficiency. Integration
costs are primarily related to the integration of acquired businesses within the company's pre-existing business and the
consolidation of certain operations. The following table presents the components of the restructuring, integration, and other
charges for the years ended December 31:

2020 2019 2018
Restructuring and integration charges - current period actions 8 13,38¢ § 22256 § 23,698
Restructuring and integration (credits) charges - actions taken in prior
periods (633) 636 7,517
Other charges 532 66,893 29.146
$ 13,288  § 89,785 3§ 60,361

Restructuring and Integration Accrual Summary

The restructuring and integration accrual was $9,735 and $9,667 at December 31, 2020 and December 31, 2019, respectively.
During the year ended December 31, 2020, the company made $12,619 of payments related to restructuring and integration
accruals. Substantially all amounts accrued at December 31, 2020, and all restructuring and integration charges for the year
ending December 31, 2020 relate to the termination of personnel and are expected to be spent in cash within one year.

Other Charges

Included m restructuring, mtegration, and other charges for 2019 are other expenses of 366,893, which include personnel
charges of $45,951 related to the operating expense reduction program and charges of $8,959 related to relocation and other
charges associated with centralization efforts to maximize operating efficiencies. The accrual related to the operating expense
reduction program was $24,252 at December 31, 2019.

Included in restructuring, integration, and other charges for 2018 are other expenses of $29,146, which include acquisition-
related charges of $10,236 related to professional and other fees directly related to recent acquisition activity as well as
contingent consideration for acquisitions completed in prior years, and charges of $11,188 related to relocation and
mfrastructure upgrades of the company's data centers, and other centralization efforts to maximize operating efficiencies.
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10. Shareholders' Equity

Accumulated Other Comprehensive Loss

The following table presents the changes in Accumulated other comprehensive loss, excluding noncontrolling interests:

Unrealized Gain ~ Unrealized Gain
(Loss) on Foreign (Loss) on
Foreign Exchange Interest Rate
Currency Contracts Swaps
Translation Designated as Net Designated as Employee
Adjustment and Investment Cash Flow Benefit Plan
Other, Net Hedges, Net Hedges, Net Items, Net Total

Balance as of December 31, 2018 3 (266,327) $ — 8 (5,560} $ (27.562) $  (299.449)
Other comprehensive income (loss) before

reclassifications (a} 7,658 16,489 (8,767) (3,079) 12,301
Amounts reclassified into income (loss) (b) 12,964 (6,121) 980 17,114 24,937

Net change in accumulated other comprehensive

income (loss) for the year ended December 31, 2019 20,622 10,368 (7,787) 14,035 37,238
Balance as of December 31, 2019 (245,705) 10,368 (13.347) (13.527) (262,211}

Other comprehensive income (loss) before

reclassifications (a} 183,636 (6,802) (12,023) (4,882) 159,929
Amounts reclassified into income (loss} (958) (6,686) 3,023 2,018 (2,603)

Net chanFe in accumulated other comprehensive

income (loss) for the year ended December 31, 2020 182,678 (13,488) (9,000} (2.864) 157,326
Balance as of December 31, 2020 $ (63.027) $ (3.120) $ (22347 $ (16,391) $  (104,885)
(a) Foreign currency translation adjustment mcludes intra-entity foreign currency transactions that are of a long-term

mvestment nature of $31,470 and $10,630 for 2020 and 20189, respectively.
(®)

Foreign currency translation adjustment mcludes a reclassification of cumulative translation adjustments to earmngs

upon the sale of three foreign subsidiaries during 2019 of $19,602 (Note 2). Employee Benefit Plan Items, net includes
a pre-tax pension settlement expense of $20,111 ($15,257 net of tax) for 2019 (Note 13).

Common Stock Qutstanding Activity

The following table sets forth the activity in the number of shares outstanding (in thousands):

Common
Common Treasury Stock

Stock Issued Stock Qutstanding

Common stock outstanding at December 31, 2017 125,424 37,733 87,691

Shares issued for stock-based compensation awards — (709) 709
Repurchases of common stock — 3,209 (3,209)

Common stock outstanding at December 31, 2018 125,424 40,233 85,191

Shares 1ssued for stock-based compensation awards — (886) 886
Repurchases of common stock — 5457 (5,457)

Common stock outstanding at December 31, 2019 125,424 44 804 80,620
Shares issued for stock-based compensation awards — (764) 764
Repurchases of common stock — 6,541 (6,541)

Common stock outstanding at December 31, 2020 125,424 50,581 74,843

The company has 2,000,000 authorized shares of serial preferred stock with a par value of one dollar. There were no shares of

serial preferred stock outstanding at December 31, 2020 and 2015.

66

26.07.2022 kil 16:29

Brgnngysundregistrene

Side 69 av 113



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 926741969

Share-Repurchase Programs

The following table shows the company's Board of Directors (the “Board”) approved share-repurchase programs as of
December 31, 2020:

Approximate
Dollar Value of
Shares that May
Yet be

Dollar Value Dollar Value of Purchased

Approved for Shares Under the

Month of Board Approval Repurchase Repurchased Program
December 2016 $ 400,000 % 400,000 3 —
December 2018 600,000 600,000 —
July 2020 600,000 136,543 463,457
Total 3 1,600,000 $ 1,136,543 § 463,457

11. Net Income (Loss) Per Share

The following table presents the computation of net income (loss) per share on a basic and diluted basis for the years ended
December 31 (shares in thousands):

2020 2019 2018

Net income (loss) atiributable to shareholders $ 584,438 § (204,087) $ 716,195
Weighted-average shares outstanding - basie 77,992 83,568 87,476
Net effect of various dilutive stock-based compensation awards 643 — 968
Weighted-average shares outstanding - diluted 78,635 83,568 88,444
Net income (loss) per share:

Basic $ 749 % (2.44) 3 8.19

Diluted (a) 3 743§ (2.44) § 8.10
(a) Stock-based compensation awards for the issuance of 1,143 shares, 1,614 shares, and 651 shares for the years ended

December 31, 2020, 2019, and 2018, respectively, were excluded from the computation of net income (loss) per share
on a diluted basis as their effect was anti-dilutive. As the company reported a net loss attributable to shareholders for
2019, basic and diluted net loss per share attributable to shareholders are the same.

12. Employee Stock Plans
Ommnibus Plan

The company maintains the Arrow Electronics, Ine. 2004 Omnibus Incentive Plan (the “Omnibus Plan™), which provides an
array of equity alternatives available to the company when designing compensation incentives. The Omnibus Plan permits the
grant of cash-based awards, non-qualified stock options, incentive stock options (“ISOs™), stock appreciation rights, restricted
stock, restricted stock umits, performance shares, performance units, covered employee annual incentive awards, and other
stock-based awards. The Compensation Committee of the company's Board of Directors (the “Compensation Committee™)
determines the vesting requirements, termination provision, and the terms of the award for any awards under the Omnibus Plan
when such awards are 1ssued.

Under the terms of the Ommibus Plan, a maximum of 24,000,000 shares of common stock may be awarded. During 2019, the
company registered an additional 4,900,000 shares of common stock reserved for issuance pursuant to the Omnibus Plan. There
were 6,777,309 and 7,622,287 shares available for grant under the Omnibus Plan as of December 31, 2020 and 2019,
respectively. Generally, shares are counted against the authorization only to the extent that they are issued. Restricted stock,
restricted stock units, performance shares, and performance units count against the authorization at a rate of 1.69 to 1.
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The company recorded, as a component of “Selling, general, and administrative expenses,” amortization of stock-based
compensation of $35,288, $41,070, and $46,238 in 2020, 2019, and 2018, respectively. The actual tax benefit realized from
share-based payment awards during 2020, 2019, and 2018 was $5,308, $7,308, and $7,517, respectively.

Stock Options

Under the Omnibus Plan, the company may grant both ISOs and non-qualified stock options. ISOs may only be granted to
employees of the company, its subsidianies, and 1ts affiliates. The exercise price for options cannot be less than the fair market
value of Arrow's common stock on the date of grant. Options generally vest 1n equal installments over a four-year period.
Options currently outstanding have contractual terms of ten years.

The following information relates to the stock option activity for the year ended December 31, 2020:

‘Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Life Value

Outstanding at December 31, 2019 1,631,017 § 69.83
Granted 319438 79.22
Exercised (353,206) 59.56
Forfeited (76,332) 79.87
Outstanding at December 31, 2020 1,520,917 73.68 81 months $ 35,917
Exercisable at December 31, 2020 768112 $ 67.72 65 months $ 22,7724

The aggregate mftrinsic value in the table above represents the total pre-tax intrmsic value (the difference between the
company's closing stock price on the last trading day of 2020 and the exercise price, multiplied by the number of in-the-money
options) received by the option holders had all option holders exercised their options on December 31, 2020. This amount
changes based on the market value of the company's stock.

The total intrinsic value of options exercised during 2020, 2019, and 2018 was $8,211, $9,346, and $5,368, respectively.

Cash received from option exercises during 2020, 2019, and 2018 was $21,037, $16,911, and $8.819, respectively, and is
included within the financing activities section in the company's consolidated statements of cash flows.

The farr value of stock options was estimated using the Black-Scholes valuation model with the following weighted-average
assumptions for the years ended December 31:

2020 2019 2018
Volatility (percent) (a) 24 24 24
Expected term (in years) (b) 56 56 55
Risk-free interest rate (percent) (c) 1.4 2.5 2.7
(a) Volatility 1s measured using historical daily price changes of the company's common stock over the expected term of
the option.
()] The expected term represents the weighted-average period the option is expected to be outstanding and is based
primarily on the historical exercise behavior of employees.
(c) The risk-free interest rate 1s based on the U.S. Treasury zero-coupon yield with a maturity that approximates the

expected term of the option.
There is no expected dividend yield.

The weighted-average fair value per option granted was $20.59, $22.68, and $23.12 during 2020, 2019, and 2018, 1espectively.
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Performance Awards

The Compensation Committee, subject to the terms and conditions of the Omnibus Plan, may grant performance share and/or
performance unit awards (collectively “performance awards™). The fair value of a performance award is the fair market value of
the company's common stock on the date of grant. Such awards will be earned only if performance goals over performance
periods established by or under the direction of the Compensation Committee are met. The performance goals and periods may
vary from participant-to-participant, group-to-group, and time-to-time. The performance awards will be delivered in common
stock at the end of the service period based on the company's actual performance compared to the target metric and may be
from 0% to 185% of the initial award. Compensation expense is recognized using the graded vesting method over the three-year
service period and is adjusted each period based on the current estimate of performance compared to the target metric.

Restricted Stock

Subject to the terms and conditions of the Ommibus Plan, the Compensation Committee may grant shares of restricted stock
and/or restricted stock units. Restricted stock units are similar to restricted stock except that no shares are actually awarded to
the participant on the date of grant. Shares of restricted stock and/or restricted stock units awarded under the Omnibus Plan may
not be sold, transferred, pledged, assigned, or otherwise alienated or hypothecated until the end of the applicable period of
restriction established by the Compensation Commuttee and specified in the award agreement (and m the case of restricted stock
units until the date of delivery or other payment). Compensation expense 1s recognized on a straight-line basis as shares become
free of forfeiture restrictions (i.e. vest) generally over a four-year period.

Non-Employee Director Awards

The company's Board shall set the amounts and types of equity awards that shall be granted to all non-employee directors on a
periodic, nondiscriminatory basis pursuant to the Omnibus Plan, as well as any additional amounts, if any, to be awarded, also
on a periodic, nondiscriminatory basis, based on each of the following: the number of committees of the Board on which a non-
employee director serves, service of a non-employee director as the chair of a Commuttee of the Board, service of a non-
employee director as Chairman of the Board or Lead Director, or the first selection or appointment of an individual to the Board
as a non-employee director. Non-employee directors currently receive annual awards of fully-vested restricted stock umits
valued at $175. All restricted stock units are settled in common stock following the director's separation from the Board.

Unless a non-employee director gives notice setting forth a different percentage, 50% of each director's annual retainer fee is
deferred and converted into units based on the fair market value of the company's stock as of the date it was payable. A non-
employee director can choose between one-year cliff vesting or keep the defemral until separation from the Board. After
separation from the board, the deferral will be converted into a share of company stock and distributed to the non-employee
director as soon as practicable following such date.

Summary of Non-Vested Shares

The following information swmmmarizes the changes in non-vested performance shares, performance units, restricted stock, and
restricted stock units for 2020:

Weighted-

Average Grant

Shares Date Fair Value

Non-vested shares at December 31, 2019 1,010,492 3 76.55
Granted 421,514 78.09
Vested (412,328) 71.63
Forfeited (65,377) 80.65
Non-vested shares at December 31, 2020 354301 b 79.07

The total fair value of shares vested during 2020, 2019, and 2018 was $31,851, $46,676, and $42.381, respectively.

As of December 31, 2020, there was $30,663 of total unrecognized compensation cost related to non-vested shares and stock
options which 1s expected to be recognized over a weighted-average period of 2.2 years.
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13. Employee Benefit Plans

The company maintains an unfunded Arrow supplemental executive retirement plan (“SERP”) under which the company will
pay supplemental pension benefits to certain employees upon retirement. As of December 31, 2020, there were 10 current and
23 former corporate officers participating in this plan. The Board determines those employees who are eligible to participate in
the Arrow SERP.

The Ammow SERP, as amended, provides for the pension benefits to be based on a percentage of average final compensation,
based on years of participation in the Arrow SERP. The Arrow SERP permits early retirement, with payments at a reduced rate,
based on age and years of service subject to a minimum retirement age of 55. Participants whose accrued rights under the
Arrow SERP, prior to the 2002 amendment, which were adversely affected by the amendment, will continue to be entitled to
such greater rights.

As part of the company's acquisition of Wyle in 2000, Wyle provided retirement benefits for certain employees under a defined
benefit plan. Benefits under this plan were frozen as of December 31, 2000 and on December 31, 2018 the plan was terminated.
Prior to terminating the plan, the company adopted an amendment to the plan that provided eligible plan participants with the
option to receive an early distribution of their pension benefits. In 2019 the company entered into a settlement for the remaining
portion of its Wyle defined benefit plan under which participants received benefits through lump sum payments and an
msurance annuity contract. During 2019, the settlement of $59,311 was completed and the company recorded settlement
expense of $20,111, which is recorded in the “Employee benefit plan expense, net” line item in the company's consolidated
statements of operations. The company decided to terminate the plan to reduce administrative burdens.
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The company uses a December 31 measurement date for the Arrow SERP and the Wyle defined benefit plan. Pension
information for the years ended December 31 is as follows:

Arrow SERP ‘Wyle Defined Benefit Plan
2020 2019 2020 2019
Accumulated benefit obligation $ 100,825 $ 93385 $ — % —
Changes in projected benefit obligation:

Projected benefit obligation at beginning of year 101,817 90,578 — 59,399
Service cost 3,514 2,874 — —
Interest cost 3,087 3,710 — 1,130
Actuarial loss (gain) 5,699 9,210 — 1,500
Benefits paid 4,561) (4,555) — (2,718)
Settlement — — — (59,311)

Projected benefit obligation at end of year 109,556 101,817 — —

Changes in plan assets:

Fair value of plan assets at beginmng of year — — 502 54,925

Actual return on plan assets — — — 7,606

Company contributions — — (502) —

Benefits paid — — — 2,718)

Settlement — — — (59,311)

Fair value of plan assets at end of year — — — 502

Funded status $ (109,556) § (101,817) § — § 502
Amounts recognized in the company's consolidated balance
sheets:

Current assets $ — $ — $ — 3 502

Current liabilities (4,532) (4,535) — —

Noncurrent liabilities (105,024) (97,282) — —

Net asset (liability) at end of year (109,556) (101,817) — 502
Components of net periodic pension cost:

Service cost 3,514 2,874 — —

Interest cost 3,087 3,710 — 1,130

Expected return on plan assets — — — (954)

Amortization of net loss 1,606 100 — 820

Settlement charge — — — 20,111

Net periodic pension cost $ 8,207 $ 6,684 $ — § 21,107

Weighted-average assumptions used to determine benefit
obligation:

Discount rate 240 % 310 % N/A N/A

Rate of compensation increase 5.00 % 5.00 % N/A N/A

Expected retwn on plan assets N/A N/A N/A N/A

Weighted-average assumptions used to determine net periodic
pension cost:

Discount rate 310 % 4.20 % N/A 2.60 %

Rate of compensation increase 5.00 % 5.00 % N/A N/A

Expected retwn on plan assets N/A N/A N/A N/A

The amounts reported for net periodic pension cost and the respective benefit obligation amounts are dependent upon the
actuarial assumptions used. The company reviews historical trends, future expectations, current market conditions, and external
data to determine the assumptions. The discount rate represents the market rate for a high-quality corporate bond. The rate of
compensation increase is determined by the company, based upon its long-term plans for such icreases. The actuarial
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assumptions used to determine the net periodic pension cost are based upon the prior year's assumptions used to determine the
benefit obligation.

Benefit payments are expected to be paid as follows:

Arrow SERP
2021 $ 4,532
2022 6,071
2023 6,380
2024 6,551
2025 6,461
2026-2030 34,019

The company has funded $101,495 of the Arrow SERP obligation for the former corporate officers in a rabbi trust comprised
primarily of life insurance policies and mutual fund assets. Contributions to the rabbi trust are irrevocable by the company. In
the event of bankruptey by the company, the assets held by the rabbi trust are subject to claims made by the company's
creditors.

Comprehensive Income Items

Tn 2020, 2019, and 2018, actuarial (gains) losses of $4,341, $2.922, and $(6,339), respectively, were recognized in
comprehensive income, net of related taxes, related to the company's defined benefit plans. In 2020, 2019, and 2018, a
reclassification adjustment of comprehensive income was recognized, net of related taxes, as a result of being recognized in net
periodic pension cost for an actuarial loss of $1,220, $15,797, and $1,758, respectively.

Accumulated other comprehensive income (loss) at December 31, 2020 and 2019 includes unrecognized actuarial losses, net of
related taxes, of $17,375 and $14,253, respectively, that have not yet been recognized in net periodic pension cost.

The actuarial loss meluded mn accumulated other comprehensive mcome (loss), net of related taxes, which 1s expected to be
recognized in net periodic pension cost during the year ended December 31, 2021 1s $1,860.

Defined Contribution Plan

The company has defined contribution plans for eligible employees, which qualify under Section 401(k) of the Internal
Revenue Code. The company's contribution to the plans, which are based on a specified percentage of employee contributions,
amounted to $17,989, $15,655, and $20,523 in 2020, 2019, and 2018, respectively. The company made discretionary
contributions in the amount of $7,503 to the company's defined contribution 401(k) plan during 2018. Certain international
subsidiaries mamtain separate defined contribution plans for thewr employees and made contributions thereunder, which
amounted to $21,819, $21,025, and $18,996 1n 2020, 2019, and 2018, respectively.

14. Lease Commitments
The company leases certain offices, distribution centers, and other property under non-cancelable operating leases expiring at

various dates through 2033. Substantially all leases are classified as operating leases. The company recorded operating lease
cost of $89,060, $101,729, and $88,988 in 2020, 2019, and 2018, respectively.
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The following amounts were recorded in the consolidated balance sheets at December 31:

2020 2019

Operating Leases

Right-of-use asset 3 306,109 % 277,953

Lease liability - current 70,787 56,268

Lease liability - non-curent 260,570 251,672
Total operating lease liabilities 8 331357 $ 307,940
Maturities of operating lease liabilities at December 31, 2020 were as follows:
2021 $ 84.625
2022 68,358
2023 51,661
2024 40,623
2025 31,920
Thereafter 117,745
Total lease payments 394,932
Less: imputed interest (63,575)
Total $ 331,357
Other mformation pertaining to leases consists of the following for the year ended December 31:

2020 2019

Supplemental Cash Flow Information
Cash paid for amounts included in the measurement of operating lease liabilities $ 88,478 $ 68,171
Right-of-use assets obtained in exchange for operating lease obligations 61,027 40,860
Operating Lease Term and Discount Rate
Weighted-average remaining lease term in years 7 7
Weighted-average discount rate 4.6 % 5.0 %

15. Contingencies

Environmental Matters

In connection with the purchase of Wyle in August 2000, the company acquired certain of the then outstanding obligations of
Wyle, including Wyle's indemnification obligations to the purchasers of its Wyle Laboratories division for environmental clean-
up costs associated with any then existing contamination or violation of environmental regulations. Under the terms of the
company's purchase of Wyle from the sellers, the sellers agreed to indemmify the company for certain costs associated with the
Wyle environmental obligations, among other things. In 2012, the company entered into a settlement agreement with the sellers
pursuant to which the sellers paid $110,000 and the company released the sellers from their indemnification obligation. As part
of the settlement agreement the company accepted responsibility for any potential subsequent costs incurred related to the Wyle
matters. The company 1s aware of two Wyle Laboratories facilities (in Huntsville, Alabama and Norco, Califorma) at which
contaminated groundwater was 1dentified and will require environmental remediation. In addition, the company was named as a
defendant in several lawsuits related to the Norco facility and a third site in El Segundo, California which have now been settled
to the satisfaction of the parties.

The company expects these environmental liabilities to be resolved over an extended period of time. Costs are recorded for
environmental matters when it is probable that a liability has been mcurred and the amount of the liability can be reasonably
estimated. Accruals for environmental liabilities are adjusted periodically as facts and circumstances change, assessment and
remediation efforts progress, or as additional technical or legal information becomes available. Environmental liabilities are
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difficult to assess and estimate due to various unknown factors such as the timing and extent of remediation, improvements in
remediation technologies, and the extent to which environmental laws and regulations may change in the future. Accordingly,
the company cannot presently estimate the ultimate potential costs related to these sites until such time as a substantial portion
of the investigation at the sites 1s completed and remedial action plans are developed and, in some instances, implemented. To
the extent that future environmental costs exceed amounts currently accrued by the company, net income would be adversely
mpacted and such impact could be material.

Accruals for environmental habilities are meluded 1n “Accrued expenses™ and “Other liabilities” m the company's consolidated
balance sheets. The company has determuned that there 1s no amount within the environmental hability range that 1s a better
estimate than any other amount, and therefore has recorded the accruals at the minimum amount of the ranges.

As successor-in-interest to Wyle, the company is the beneficiary of various Wyle insurance policies that covered liabilities
arising out of operations at Norco and Huntsville. To date, the company has recovered approximately $42,000 from certain
insurance carriers relating to environmental clean-up matters at the Norco and Huntsville sites. The company filed suit against
two insurers regarding liabilities arising out of operations at Huntsville and reached a confidential settlement with one of the
msurers. The resolution of this matter against the remaining insurer will likely take several years. The company has not
recorded a receivable for any potential future msurance recoveries related to the Norco and Huntsville environmental matters,
as the realization of the claims for recovery are not deemed probable at this time.

Environmental Matters - Huntsville

In February 2015, the company and the Alabama Department of Environmental Management (“ADEM”) finalized and executed
a consent decree in connection with the Huntsville, Alabama site. Characterization of the extent of contaminated soil and
groundwater 1s complete and has been approved by ADEM. Health-risk evaluations and a Corrective Action Development Plan
were approved by ADEM in 2018, opening the way for pilot testing of on-site remediation in late 2019. Pilot testing is currently
underway. Approximately $7,100 was spent to date and the company currently anticipates no additional investigative and
related expenditures. The cost of subsequent remediation at the site 1s estumated to be between $3,300 and $10,000.

Despite the amount of work undertaken and planned to date, the company is unable to estimate any potential costs in addition to
those discussed above because the complete scope of the work is not yet known, and, accordingly, the associated costs have yet
to be determined.

Environmental Matters - Norco

In October 2003, the company entered into a consent decree with Wyle Laboratories and the California Department of Toxic
Substance Control (the “DTSC”) in connection with the Norco site. Subsequent to the decree, a Remedial Investigation Work
Plan was approved by DTSC 1n April 2005, the required investigations were performed, and a final Remedial Investigation
Report was submitted early in 2008. In 2008, a hydraulic contamment system (“HCS™) was mstalled as an interim remedial
measure to capture and treat groundwater before it moves into the adjacent off-site area. In September 2013, the DTSC
approved the final Remedial Action Plan (“RAP”) for actions in five on-site areas and one off-site area. As of 2018, the
remediation measures described in the RAP had been implemented and were being monitored. A Five Year Review (“FYR”) of
the HCS submitted to DTSC in December 2016 found that while significant progress was made in on-site and off-site
groundwater remediation, contaminants were not sufficiently reduced in a key off-site area identified in the RAP. This
exception triggered the need for additional off-site remediation that began in 2018 and was completed in mid-2019. Routine
progress monitoring of groundwater and soil gas continue on-site and off-site.

Approximately $76,000 was spent to date on remediation, project management, regulatory oversight, and investigative and
feasibility study activities. The company currently estimates that these activities will give 1ise to an additional $5.900 to
$17,000. Project management and regulatory oversight include costs incurred by project consultants for project management
and costs billed by DTSC to provide regulatory oversight.

Despite the amount of work undertaken and planned to date, the company is unable to estimate any potential costs in addition to
those discussed above because the complete scope of the work under the RAP is not yet known, and, accordingly, the
associated costs have yet to be determined.

Other

In 2019, the company determmed that from 2015 to 2019 a limited number of non-executive emplovyees, without first obtaming
required authorization from the company or the United States government, had facilitated product shipments with an aggregate
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total invoiced value of approximately $4,770, to resellers for reexports to persons covered by the Iran Threat Reduction and
Syria Human Rights Act of 2012 or other United States sanctions and export control laws. The company has voluntarily
reported these activities to the United States Treasury Department's Office of Foreign Assets Control (“OFAC”) and the United
States Department of Commerce's Bureau of Industry and Security (“BIS”), and conducted an mnternal investigation and
terminated or disciplined the employees involved. BIS has closed its investigation and issued the company a warning letter
without referring the matter for further proceedings. No penalties have been imposed by BIS. The company has cooperated
fully and intends to continue to cooperate fully with OFAC with respect to its review, which may result in the imposition of
penalties, which the company is currently not able to estimate.

During 2020, the company recorded reserves and other adjustments of approximately $32,700 primarily related to foreign tax
and other loss contingencies. These reserves are principally associated with transactional taxes on activity from several prior
years, not significant to any one year.

From time to time, in the normal course of business, the company may become liable with respect to other pending and
threatened litigation, environmental, regulatory, labor, product, and tax matters. While such matters are subject to inherent
uncertainties, it is not curently anticipated that any such matters will materially impact the company's consolidated financial
position, liquidity, or results of operations.

16. Segment and Geographic Information

The company i1s a global provider of products, services, and solutions to industrial and commercial users of electronic
components and enterprise computing solutions. The company distributes electronic components to original equipment
manufacturers and contract manufacturers through its global components business segment and provides enterprise computing
solutions to value-added resellers and managed service providers through its global ECS business segment. As a result of the
company's philosophy of maximizing operating efficiencies through the centralization of certain functions, selected fixed assets
and related depreciation, as well as borrowings, are not directly attributable to the mdividual operating segments and are
meluded in the corporate business segment.

Sales, by segment by geographic area, are as follows:

2020 2019 2018
Components:
Americas $ 6,183,119 § 7167295 $ 7.816,533
EMEA 4,987,534 5412379 5,733,222
Asia-Pacific 9,332,034 7,671,061 7,307,096
Global components $ 20,502,687 § 20,250,735 $ 20,856,851
ECS:
Americas $ 5109372 § 5,632,025 $ 5,742,526
EMEA 3,061.304 3,034,087 3,077,391
Global ECS $ 8,170,676 3 8666112 $ 8819917
Consolidated (a) $ 28,673,363 § 28916847 $§ 29,676,768

(a) Includes sales related to the United States of $10,162,989, $11,511,611, and $12,157,306 for 2020, 2019, and 2018,
respectively.
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Operating income (loss), by segment, are as follows:

2020 2019 2018
Operating income (loss):
Global components (a) $ 780,333 % (10,199) $ 1,007,638
Global ECS (b) 353,763 426,192 427,605
Corperate (c) (239,585) (308,297) (287,731)
Consolidated § 894,511 $ 107,696 § 1,147,512
(a) Global components operating income for 2019 includes restructuring, integration, and other charges of $10,778, a loss

on disposition of businesses, net, of $19,384, impairments of $698,246, a non-recurring charge of $22,332 related to a
subset of inventory held by its digital business, and a non-recurring charge of $18,037 related to the receivables and
mventory of its financing solutions business. During 2019 the company decided to narrow its digital inventory
offerings and will no longer provide notes to its components customers.

) Global ECS operating income for 2020 mcludes reserves and other adjustments of approxmately $29,858 primanly
related to foreign tax and other loss contingencies. These reserves are principally associated with transactional taxes on
activity from several prior years, not significant to any one year. Global ECS operating income for 2020 also includes
$4.918 in impairment charges related to various long-lived assets.

(c) Corporate operating income for the years 2020, 2019, and 2018 includes restructuring, integration, and other charges
(credits) of $13,288, $79,007, and $60,361, respectively. Also included in 2019 and 2018 was a net loss on the
disposition of businesses of $1,868 and $3,604, respectively. Corporate operating income for 2020 includes $2,305 of
mmpairment charges related to various long-lived assets.

Total assets, by segiment, at December 31 are as follows:

2020 2019
Global components $ 10,509,970 § 10,253,006
Global ECS 5,718,992 5479919
Corporate 824,949 667,871
Consolidated $ 17,053911 § 16,400,796
Long-lived asset mformation, by geographic area, 1s as follows:
2020 2019
Americas (a) 3 652,006 § 713,925
EMEA 335,652 274,656
Asia-Pacific 114,056 92,482
Consolidated $ 1,105,714 $ 1,081,063

(a) Includes net long-lived assets related to the United States of $645,807 and $709,056 at December 31, 2020 and 2019,
respectively.
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17. Quarterly Financial Data (Unaudited)

The company operates on a quarterly calendar that closes on the Saturday closest to the end of the calendar quarter, except for
the third quarter of 2020, which closed on September 26, 2020, and the fourth quarter of 2020 and 2019, which closed on
December 31.

A summary of the company's consolidated quarterly results of operations is as follows:

First Quarter (b) Second Quarter (¢)  Third Quarter (d)  Fourth Quarter (e)

2020
Sales 8 6,381,417 § 6,606494 § 7,231,260 $ 8,454,192
Gross profit 728,391 750,463 788,590 923,686
Operating income 138,304 196,613 238,182 321,412
Net income attributable to
shareholders 49,503 132,804 166,060 236,071
Net income per share:
Basic $ 062 3 1.69 $ 215 8 3.12
Diluted $ 061 % 168 8§ 213 % 3.08
2019
Sales $ 7,155,991 § 7,344,548 % 7,078,118 $ 7,338,190
Gross profit 861,688 814,909 798,841 822,943
Operating income (loss) 245,560 (549,150) 173,218 238,108
Net income (loss) attributable
to sharcholders 140,735 (548,966) 92,131 112,013
Net income (loss) per share (a):
Basic $ 165 % (648) $ 111 % 137
Diluted $ 163 8§ (648) § 110 § 136

Amounts discussed below are before tax except for tax related items.

(@)

®

()

@

Quarterly net income per share is calculated using the weighted-average shares outstanding during each quarterly
period, while net income per share for the full year is calculated using the weighted-average shares outstanding during
the year. Therefore, the sum of the net income per share for each of the four quarters may not equal the net income per
share for the full year. As the company reported a net loss attributable to shareholders for the second quarter of 2019,
basic and diluted net loss per share attributable to shareholders are the same.

Net income attributable to shareholders for the first quarter of 2020 includes a loss on investments, net of $16,810, and
reserves and other adjustments of approximately $32,700 primarily related to foreign tax and other loss contingencies.
These reserves are principally associated with transactional taxes on activity from several prior years, not significant to
any one year.

Net income attributable to shareholders for the second quarter of 2019 includes impairments of $697,993, a charge of
$20,114 related to a subset of inventory held by its digital business, and a charge of $15,851 related to the receivables
and mventory of its financing solutions busmess.

Net income attributable to shareholders for the third quarter of 2019 mecludes a loss on disposition of busmesses, net,
of $14,573, personnel charges of $30,906 related to the operating expense reduction program, previously disclosed in
July 2019.

Net income attributable to sharcholders for the fourth quarter of 2019 includes a pension settlement loss of $20,111, a

loss on disposition of businesses, net of $5,813, and tax expense of $18,193 related to the repatriation of foreign
earnings and the wind down of the personal computer and mobility asset disposition business.
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Ttem 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.
Item 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

The company's management, under the supervision and with the participation of the company's Chief Executive Officer and
Chief Financial Officer, carried out an evaluation of the effectiveness of the design and operation of the company's disclosure
controls and procedures as of December 31, 2020 (the “Evaluation™). Based upon the Evaluation, the company's Chief
Executive Officer and Chief Financial Officer concluded that the company's disclosure controls and procedures (as defined n
Rule 13a-15(¢) of the Securities Exchange Act of 1934) are effective.

Management's Report on Internal Control Over Financial Reporting

The company's management 1s responsible for establishing and maintammg adequate “mternal control over financial
reporting” (as defined n Exchange Act Rules 13a-15(f) and 15d-15(f)). Management evaluates the effectiveness of the
company's internal control over financial reporting using the criteria set forth by the Committee of Sponsoring Organizations of
the Treadway Commission (2013 framework). Management, under the supervision and with the participation of the company's
Chief Executive Officer and Chief Financial Officer, assessed the effectiveness of the company's internal control over financial
reporting as of December 31, 2020, and concluded that it 1s effective.

The company's independent registered public accounting firm, Ermnst & Young LLP, has audited the effectiveness of the
company's internal control over financial reporting as of December 31, 2020, as stated in their report, which is included herein.
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Report of Independent Registered Public Accounting Firm
To the Shareholders and the Board of Directors of Arrow Electronics, Inc.

Opinion on Internal Control Over Financial Reporting

We have audited Arrow Electronics, Inc.'s internal control over financial reporting as of December 31, 2020, based on criteria
established in Internal Control-Integrated Framework 1ssued by the Committee of Sponsoring Organizations of the Treadway
Commussion (2013 framework) (the COSO criteria). In our opimon, Amow Electronies, Ine. (the Company) mamntained, mn all
material respects, effective internal control over financial reporting as of December 31, 2020, based on the COSO critena.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the consolidated balance sheets of the Company as of December 31, 2020 and 2019, the related consolidated
statements of operations, comprehensive income (loss), equity and cash flows for each of the three years in the period ended
December 31, 2020, and the related notes and schedule and our report dated February 11, 2021 expressed an unqualified
opinion thereon.

Basis for Opinion

The Company's management is responsible for mamtaimng effective mternal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying Management's Report
on Internal Control Over Financial Reporting. OQur responsibility is to express an opinion on the Company's internal control
over financial reporting based on our andit. We are a public accounting firm registered with the PCAOB and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtam reasonable assurance about whether effective mternal control over financial reporting was maintained m all
material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting prineiples. A company's mnternal control over fmancial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company's assets that could have a material effect on the financial statements.

Because of its mherent limitations, mternal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes m conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s/ Ernst & Young LLP

Denver, Colorado
February 11, 2021
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Item 9B. Other Information.
None.
PART I

Item 10. Directors, Executive Officers and Corporate Governance.

See “Executive Officers” in Part I of this Annual Report on Form 10-K. In addition, the information set forth under the
headings “Election of Directors™ and “Delinquent Section 16(a) Reports” in the company's Proxy Statement, filed in connection
with the Annual Meeting of Shareholders scheduled to be held on May 12, 2021, are incorporated herein by reference.

Information about the company's audit committee financial experts set forth under the heading “The Board and its Committees™
in the company's Proxy Statement, filed in connection with the Annual Meeting of Shareholders scheduled to be held on
May 12,2021, 1s incorporated herein by reference.

Information about the company's code of ethics goverming the Chief Executive Officer, Chief Fmancial Officer, and Corporate
Controller, known as the “Fmance Code of Ethics,” as well as a code of ethics governing all employees, known as the
“Worldwide Code of Business Conduect and Ethics,” 1s available free of charge on the company's website at investor.arrow.com
in the Leadership and Governance section and is available in print to any shareholder upon request.

Information about the company's “Corporate Governance Guidelines™ and written committee charters for the company's Audit
Committee, Compensation Committee, and Corporate Governance Committee is available free of charge on the company's

website at investor.arrow.com in the Leadership and Governance section and is available in print to any sharcholder upon
request.

Item 11. Executive Compensation.

The mformation required by Item 11 1s included in the company's Proxy Statement filed in connection with the Annual Meeting
of Shareholders scheduled to be held on May 12, 2021, and is incorporated herein by reference.

Ttem 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The information required by Item 12 is included in the company's Proxy Statement filed in connection with the Annual Meeting
of Shareholders scheduled to be held on May 12, 2021, and is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions. and Director Independence.

The information required by Ttem 13 is included in the company's Proxy Statement filed in connection with the Annual Meeting
of Shareholders scheduled to be held on May 12, 2021, and is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services.

The information required by Item 14 is included in the company's Proxy Statement filed in connection with the Annual Meeting
of Shareholders scheduled to be held on May 12, 2021, and is incorporated herein by reference.
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PART IV

Item 15. Exhibits and Financial Statement Schedules.
(@) The following documents are filed as part of this report: Page

1 Financial Statements.

Report of Independent Registered Public Accounting Firm 40
Consolidated Statements of Operations for the years ended December 31, 2020, 2019, and 2018 43
Consolidated Statements of Comprehensive Income for the years ended December 31, 2020, 2019, and 2018 44
Consolidated Balance Sheets as of December 31, 2020 and 2019 45
Consolidated Statements of Cash Flows for the years ended December 31, 2020, 2019, and 2018 46
Consolidated Statements of Equity for the years ended December 31, 2020, 2019, and 2018 47
Notes to the Consolidated Financial Statements 48

2 Financial Statement Schedule.

Schedule II - Valuation and Qualifying Accounts 82

All other schedules are omitted since the required information is not present, or is not present in amounts sufficient to
require submission of the schedule, or because the information required is included in the consolidated financial
statements, including the notes thereto.

3 Exhibits.

See Index of Exhibits included on pages 83 - 86
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ARROW ELECTRONICS, INC.
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

(In thousands)
Balance at
beginning of Charged to Balance at
year income Other (a) Write-down  end of year
Allowance for doubtful accounts:

Year ended December 31, 2020 $ 69433 § 26,942 $ 47,521 % 51,104  § 92,792

Year ended December 31, 2019 3 80,000 $ 26,220 3§ (681) $ 36,106 3% 69,433

Year ended December 31, 2018 $ 59.661 % 35978 § (1,958) $ 13681 % 80,000
(a) “Other” primarily includes the effect of fluctuations in foreign currencies and the allowance for doubtful accounts of

the businesses acquired and disposed of by the company. For the year ended December 31, 2020, "Other" also includes
the effect of adoption of ASU No. 2016-13, refer to Note 1, Significant Accounting Policies, to the consolidated
financial statements included in Item 8 of Part II of this 10-K.
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INDEX OF EXHIBITS

Exhibit
Number Exhibit

3(a)* Restated Certificate of Incorporation of Arrow Electronics, Inc.

3(b) Amended and Restated Bylaws of the company, dated December 9, 2020 (incorporated by
reference to Exhibit 3.1 to the company’s Current Report on Form 8-K filed with the SEC on
December 11, 2020. Commission File No. 1-4482).

4(a) Description of Registrant's Securities (incorporated by reference to Exhibit 4 to the company's
Quarterly Report on Form 10-Q for the quarter ended March 28, 2020, Commission File No.
1-4482).

4(b) Indenture, dated as of January 15, 1997, between the company and The Bank of New York Mellon
formerly. the Bank of Montreal Trust Company). as Trustee (incorporated by reference to Exhibit
4(b)(1) to the company's Annual Report on Form 10-K for the year ended December 31, 1996,

Commission File No. 1-4482).

4(b)(1) Officers' Certificate. as defined by the Indenture in 4(b) above, dated as of January 221997 with
respect to the company's $200.000.000 7% Senior Notes due 2007 and $200.000.000 7 1/2%
Senior Debentures due 2027 (incorporated by reference to Exhibit 4(b)(11) to the company's
Annual Report on Form 10-K for the year ended December 31, 1996, Commission File No.
1-4482).

A(b)(11 Supplemental Indenture, dated as of September 30, 2009, between the company and The Bank of
New York Mellon (as successor to the Bank of Montreal Trust Company), as trustee (incorporated
by reference to Exhibit 4.1 to the company's Cuwrrent Report on Form 8-K dated September 29
2009, Commissicn File No. 1-4482).

4(b)(ii1 Supplemental Indenture, dated as of November 3, 2010, between the company and The Bank of
New York Mellon (as successor to the Bank of Montreal Trust Company). as trustee (incorporated
by reference to Exhibit 4.1 to the company's Current Report on Form 8-K dated November 2
2010, Commission File No. 1-4482).

4(b)(iv Supplemental Indenture, dated as of February 20, 2013, between the company and The Bank of
New York Mellon (as successor to the Bank of Montreal Trust Company), as trustee (incorporated

by reference to Exhibit 4.1 to the company's Current Report on Form 8-K dated February 14
2013, Commission File No. 1-4482).

A(b)(v) Supplemental Indenture, dated as of March 2. 2015, between the company and The Bank of New
York Mellon (as successor to the Bank of Montreal Trust Company), as trustee (incorporated by
reference to Exhibit 4(a)(x) to the company's Annual Report on Form 10-K for the year ended
December 31, 2015. Commission File No. 1-4482).

4(c) Indenture. dated as of June 1, 2017, between the company and US Bank National Association, as
Trustee (incorporated by reference to Exlibit 4.4 to the company's Post-effective amendment No.
1 to the Form S-3 dated June 1. 2017. Commission File No. 1-4482).

4(e)(1) First Supplemental Indenture, dated as of June 12, 2017, between the company and US Bank

National Association, as Trustee (incorporated by reference to Exhibit 4.1 to the company's
Current Report on Form 8-K dated June 12, 2017, Commission File No. 1-4482).
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A(c)(i1) Second Supplemental Indenture, dated as of September 8. 2017, between the company and US
Bank National Association. as Trustee (incorporated by reference to Exhibit 4.1 to the company's

Current Report on Form 8-K dated September 8, 2017, Commission File No. 1-4482).

10(a)+ Arrow Electronics Savings Plan, as amended and restated effective January 1. 2018 (incorporated
by reference to Exhibit 10(a) to the company's Quarterly Report on Form 10-Q for the quarter
ended March 31, 2018. Commission File No. 1-4482).

c)t anagement Insurance Program Agreement, dated as of September incorporated by

10 Manag In. Prog A dated f S ber 16, 2015 (i d b
reference to Exhibit 10(m) to the company's Annual Report on Form 10-K for the year ended
December 31, 2015, Commission File No. 1-4482).

10(d)(1)*+ Arrow Electronics, Inc. 2004 Ommnibus Incentive Plan (as amended and restated through December
8.2020).

10(d)(iD)*+ Form of Non-Qualified Stock Option Award Agreement for the Executive Committee under
10(d)(i) above (as amended and restated through February 19, 2020).

10(d(Gi)*+ Form of Performance Stock Unit Award Agreement for the Executive Committee under 10(d)(1)
above (as amended and restated through February 15. 2020).

10(d(v)Y*+ Form of Restricted Stock Uit Award Agreement for the Executive Committee under 10(d)(1)
above (as amended through February 19, 2020).

10(e)* Non-Employee Duectors Deferred Compensation Plan. as amended and restated effective July 1
2018.

10(e)(1 Amendment to the Non-Employee Directors Deferred Compensation Plan, as amended on

10(e)() Amendment to_the Non-Employee Directors Deferred Compensation Plan, as amended on

December 31, 2019, to the Non-Employee Directors Deferred Compensation Plan in 10(e) above

(incorporated by reference to Exhibit 10(e)(i1) to the company's Annual Report on Form 10-K for
the year ended December 31, 2019, Commission File No. 1-4482).

10(0)+ Ammow Electronics. Inc. Supplemental Executive Retirement Plan, as amended and restated
effective Janu: 1, 2009 (incorporated by reference to Exhibit 10(1) to the company's Annual
Report on Form 10-K for the year ended December 31, 2009, Commission File No. 1-4482).

10(g)+ Arrow Electronics. Inc. Executive Deferred Compensation Plan, as amended and restated effective

July 1. 2018 (incorporated by reference to Exlubit 10(a) to the company's Quarterly Report on
Form 10-O for the quarter ended June 30. 2018, Commission File No. 1-4482).

10(g)(D)+ Amendment to the Executive Deferred Compensation Plan, as amended on December 31, 2019, to
the Executive Deferred Compensation Plan m 10(g) above (incorporated by reference to Exhibit

10(2)(1) to the company's Annual Report on Form 10-K for the year ended December 31, 2019
Commussion File No. 1-4482).

10(h)y(1)+ Arrow Flectronics, Inc. Executive Severance Policy (incorporated by reference to Exhibit 10.1 to
the company's Current Report on Form 8-K dated February 19, 2013, Commission File No.
1-4482).

10(h)(ii)+ Form of the Arrow Electronics, Inc. Executive Severance Policy Participation A greement

(incorporated by reference to Exhibit 10.2 to the company's Current Report on Form 8-K dated
February 19, 2013, Commission File No. 1-4482).

10(h)(iii )+ Form of Executive Change in Control Retention Agreement (incorporated by reference to Exhibit
10.3 to the company's Curent Report on Form 8-K dated February 19, 2013, Commission File No.
1-4482).
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10¢(h)(1v Grantor Trust Agreement, as amended and restated on November 11, 2003, by and between Arrow
Electronics, Inc. and Wachovia Bank, N.A. (incorporated by reference to Exhibit 10(1)(xvi1) to the
company's Annual Report on Form 10-K for the year ended December 31, 2003, Commission File

No. 1-4482).

10¢h)(v Fust Amendment, dated September 17, 2004, to the amended and restated Grantor Trust
Agreement in 10(h)(iv) above by and between Arrow Electronics, Inc. and Wachovia Bank, N.A.

(incorporated by reference to Exhibit 10(a) to the company's Quarterly Report on Form 10-Q for

the quarter ended September 30, 2004, Commission File No. 1-4482).

10(h)(v1 Paying Agency Agreement. dated November 11, 2003, by and between Armrow Electronics. Inc.
and Wachovia Bank, N.A. (incorporated by reference to Exhibit 10(d)(ii1) to the company's

Annual Report on Form 10-K for the year ended December 31, 2003, Commission File No.

1-4482).
10(1) Third Amended and Restated Credit Agreement. dated as of December 14, 2018, among Arrow

Electronics, Inc. and certain of its subsidiaries, as borrowers, the lenders from time to time parties

thereto, JPMorgan Chase Bank, N.A.. as administrative agent and BNP Paribas. Bank of America,
N.A.. The Bank of Nova Scotia, MUFG Bank, I1.td, ING Bank N.V.. Dublin Branch, Mizuho

Bank, I.td, and Sumitomo Mitsui Banking Corporation as syndication agents (incorporated by
reference to Exhibit 10(i) to the company's Annual Report on Form 10-K for the year ended

December 31, 2018. Commission File No. 1-4482).

10T Amendment No. ] to the Third Amended and Restated Credit Agreement. dated as of May 29
2020, to the Thiud Amended and Restated Credit Agreement in 10(1) above (incorporated b

reference to Exhibit 10(a) to the company's Quarterly Report on Form 10-O for the quarter ended
June 27, 2020, Commission File No. 1-4482).

10(3)* Amendment No. 32, dated as of September 27, 2015, to the Transfer and Administration
Agreement dated as of March 21, 2001, reflecting original agreement and cumulative amendments.

10¢k)(1 Commercial Paper Private Placement Agreement, dated as of November 9, 1999, among Arrow
Electronics. Inc., as issuer. and Chase Securities Inc.. Bank of America Securities I1.C. Goldman.
Sachs & Co.. and Morgan Stanley & Co. Incorporated as placement agents (incorporated b,
reference to Exhibit 10(g) to the company's Annual Report on Form 10-K for the year ended
December 31, 1999, Comunission File No. 1-4482).

10(k)(11 Amendment No. 1, dated as of October 11, 2011, to Dealer Agreement dated as of November 9
1999, between Arrow Electronics, Inc. and J.P. Morgan Securities LI.C (fk.a. Chase Securities
Inc.), Memill Lynch. Pierce, Fenner & Smith Incorporated (fk.a. Bank of America Securities
LLC). Goldman, Sachs & Co. and Morgan Stanley & Co. LIC (fka. Morgan Stanley & Co.

Incorporated) (incorporated by reference to Exhibit 10(n)(i1) to the company's Annual Report on
Form 10-K for the vear ended December 31, 2011, Comnission File No. 1-4482).

10(k)(111 Amendment No. 2. dated as of October 20, 2014, to Dealer Agreement dated as of November 9,
1999, between Goldman, Sachs & Co., J.P. Morgan Securities LLC (fk.a. Chase Securities Inc.),
Morgan Stanley & Co. LLC (fk.a. Morgan Stanley & Co. Incorporated), Merrill Lynch, Pierce

Fenner & Smith Incorporated (fk.a. Bank of America Secunties L.I.C) and Arrow Electronics,
Inc., as amended by Amendment No. 1 (incorporated by reference to Exlibit 10(a) to the

company's Quarterly Report on Form 10-Q for the quarter ended September 27, 2014
Commission File No. 1-4482).

10(k)(1v Amendment No. 3, dated as of January 6, 2016, to Dealer Agreement dated as of November 9
1999, between Goldman, Sachs & Co., J.P. Morgan Securities 1.1.C (fk.a. Chase Securities Inc.)
Morgan Stanley & Co. L.IC (fk.a. Morgan Stanley & Co. Incorporated), Merrill Lynch, Pierce

Fenner & Smith Incorporated (fk.a. Bank of America Secunities L1.C) and Arrow Electronies,
Inc., as amended by Amendment No. 1 and Amendment No. 2. (incorporated by reference to

Exhibit 10(b) to the company's Quarterly Report on Form 10-Q for the quarter ended April 2
2016, Commission File No. 1-4482).
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10(1 Issuing and Paying Agency Agreement, dated as of October 20, 2014, by and between Arrow
Electronics, Inc. and BNP Paribas (incorporated by reference to Exhibit 10(b) to the company's
Quarterly Report on Form 10-Q for the quarter ended September 27, 2014, Commission File No.

1-4482).

10(m)(i English Receivables Sales Agreement dated as of January 27, 2020 between Arrow Electronics
(UK) Limited, as the seller, and Arrow EMEA Funding Corp B.V., as the buyer (incorporated by
reference to Exhibit 10.1 to the company's Current Report on Form 8-K dated January 30, 2020,
Commission File No. 1-4482).

10(m)(n German Receivables Sale Agreement dated as of January 27. 2020 between Arrow Central Europe
GmbH, as the seller, and Arrow EMEA Funding Corp B.V., as the buyer (incorporated by
reference to Exhibit 10.2 to the company's Current Report on Form 8-K dated January 30, 2020
Commission File No. 1-4482).

n orm o emnification eement between the company and eac rector.

10(m)* F f Indemnification Agr b th pany and each di

21%* Subsidiary Listing,

23* Consent of Independent Registered Public Accounting Firm.

24% Power of Attorney (included on the signature page of this report).

31* Certification of Chief Executive Officer pursuant to Rule 13A-14(a)/15d-14(a) of the Securities
and Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

310n)* Certification of Chief Financial Officer pursuant to Rule 13A-14(a)/15d-14(a) of the Securities and
Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32(0)** Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

323i)** Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

101.SCH* XBRI. Taxonomy Extension Schema Document.

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document.

101. LAB* XBRL Taxonomy Extension Label Linkbase Document.

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Documents.

101.DEF* XBRI. Taxonomy Definition Linkbase Document.

104%* Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101).

*  :Filed herewith.

: Furnished herewith.

T : Certamn portions of this exhibit have been redacted i accordance with Item 601(b)(10) of Regulation S-K.
+ :Indicates a management contract or compensatory plan or arrangement.
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Item 16. Form 10-K Summary.

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

ARROW ELECTRONICS, INC.

Date: February 11,2021 By:  /s/Carine Jean-Claude

Carine Jean-Claude

Vice President, Interim Chief Legal Officer

POWER OF ATTORNEY

Each person whose signature appears below constitutes and appoints Mike J. Long and Chris I). Stansbury, and each of them, as his or her
true and lawful attorney-in-fact and agent, with full power of substitution and resubstitution, for him or her and in his or her name, place and
stead, in any and all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the same, with all exhibits
thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and
agents, and each of them, full power and authority to do and perform each and every act and thing requisite and necessary to be done in
connection therewith, as fully to all intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that said
attorneys-in-fact and agents, or any of them, or their or his substitutes, may lawfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the dates indicated:

Signature Title Date

By:  /s/ Michael J. Long Chairman, President, and Chief Executive Officer February 11, 2021
Michael J. Long {principal executive officer}

By:  /s/ Chris D. Stansbury Senior Vice President and Chief Financial Officer February 11, 2021
Chais D, Stansbury {principal financial officer)

By:  /s/Richard A. Seidlitz Corporate Controller (principal accounting officer) February 11, 2021
Richard A. Seidlitz

By: /s/ Bairy W. Perry Lead Independent Director February 11, 2021
Barry W. Perry
By:  /¢/ William F. Austen Director February 11, 2021

William F. Austen

By: s/ Steven H. Gunby Director February 11, 2021
Steven H. Gunby

By:  /s/ Gail E. Hamilton Director February 11, 2021
Gail E. Hamilton

By:  /s/Richard S. Hill Director February 11, 2021
Richard S. Hill

By:  /s/Fran Keeth Director February 11, 2021
Fran Keeth
By: /s/ Andrew C. Kerin Director February 11, 2021

Andrew C. Kerin
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By:  /s/ Stephen C. Patrick Director
Stephen C. Patrick

By:  /s/ Laurel J. Krzeminski Director

Laurel J. Krzeminski

By:  /¢/ Gerry P. Smith Director
Gerry P. Smith
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PROTOKOLL FRA
ORDINZR GENERALFORSAMLING

MINUTES FROM
ANNUAL GENERAL MEETING

ARROW NORWAY AS
(org.nr. 926 741 969)

Den 24 juni 2021 ble det avholdt en ordinzr
generalforsamling i Arrow Norway AS ("Selskapet™) pr
telefon.

Til behandling pd generalforsamlingen forels felgende
saker:

1 Apning av generalforsamlingen

Christopher Stansbury dpnet generalforsamlingen.

2 Protokollering av metende aksjonzrer

Til stede pA generalforsamlingen var Arrow Electronic
Danish Holdings APS , representert ved Christopher
Stansbury,

Siledes var 100 % av aksjenc og aksjekapitalen i Selskapet

til stede pé den ordinzre generalforsamlingen.

3 Valg av moteleder og en person til &
medundertegne protokollen

Christopher Stansbury ble valgt som moteleder, og Erik

Ame Hansen ble valgt til 4 medundertegne protokollen
sammen med matclederen.

4 Godkjennelse av innkalling og agenda
Det foreld ingen merknader verken til innkallingen eller

agendaen, som begge ble enstemmig godkjent av
generalforsamlingen.

5 Godkjenning av drsregnskapet og
drsberetningen for 2020.

Styreleder la fram arsregnskapet og drsberetningen,
herunder styrets forslag til anvendelse av overskudd.

Arsregnskap og drsberetningen ble enstemming godkjent,

6 Det ble vedtatt i gi styret frihet fra ansvar for
regnskapsiret 2020

ARROW NORWAY AS
(business register no. 926 741 969)

On2Y4 June 2021, a General Meeting was held in Arrow
Norway AS (the “Company™) by teleconference.

The General Meeting transacted the following business:

1 Opening of the General Meeting

Christopher Stansbury opened the General Meeting.

2 Registration of the attending sharcholders
Arrow Electronic Danish Holdings APS, represented by

Christopher Stansbury was present at the General Meeting.

Hence, 100 % of the Company’s shares and share capital
were present at the General Meeting.

3 Election of a person to chair the meeting and a
person to co-sign the minutes

Christopher Stansbury was ¢lected to chair the mecting, and

Erik Arne Hansen was elected to co-sign the minutes
together with the chairperson.

4 Approval of the summons and the agenda
There were no objections neither to the summons nor the

agenda, which were both approved unanimously by the
general meeting.

5 Approval of the annual accounts for 2020

The Chairman presented the annual report and account,
including the appropriation of profits.

Annual report and accounts were unanimously approved.
6 It was resolved to allow the Board of Directors

freedom from liability for the time the annual
report includes.
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7 Godkjennelse av godtgjorelser.

Det ble vedtatt at ingen godtgjarelser skulle gis til styret
men at revisorene skal betales pa lepende konto.

Mer foreld ikke til behandling. Alle beslutningene var
enstemmige.

*dok

“2Y4 Juni 2021

-

Christopher David Stansbury
Styrets Leder
Chairman

[ 7 Approval of the fees.

1t was resolved that no fees were to be paid to the board of
directors but the auditor to be paid on running account,

There was no further business to attend to0. All of the
decisions were unanimous.

sk

24 June 2021

nu.( e
Erik Arne‘Hansen
Daglig leder og styremedlem
Director
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STYRETS ARSBERETNING FOR 2020

BOARD OF DIRECTORS REPORT 2020

ARROW NORWAY AS
(org nr. 926 741 969)

VIRKSOMHETENS ART OG LOKASJON

Arrow Norway AS ble stiftet den 20. juni 1974. Selskapets
hovedvirksomhet i lepet av Aret fortsatte 4 vare distribusjon av
elektronisk og elektriske komponenter, utstyr og tilbehor til det
norske markedet. Sclskapet er en av de ledende leveranderene
til det industrielle markedet. Selskapet er 100 % eid av Arrow
Electronics Danish Holdings APS.

MARKEDET

Selskapets sentrale driflsrisiko er knyttet til evnen til i
opprettholde en sterk markedsposisjon. Det cr ogsd avgjerende
at selskapet holder seg a jour med teknologiske utviklinger og
opprettholder konkurransedyktige priser.

Markedet i 2020 ble pavirket av COVID 19.pandemien.
Pandemien fordrsaket en nedgang i visse sektorer, som igjen
pavirket det totale salgsvolumet. Samtidig akte salget knyttet
til produksjon av medisinsk utstyr {szrlig ICU-ventilatorer) og
konferanse- og kringkastingsutstyr pi grunn av pandemien. Det
var ogsd en positiv utvikling i salget av komponenter til elbil-
ladere, og det forventes videre vekst i dette omridet i 2021.

RESULTATET

12020 utgjorde seiskapets driftsinntekter NOK 643 820 815
mot NOK 673 471 423 i 2019,

Resultatregnskapet i 2020 viser et Arsresultat etter skatt pa
NOK 25 254 933, mot et Arsresultat etter skatt pd
NOK 25 433 804 i 2019,

Selskapet har ikke betalt eller mottatt konsernbidrag relatert til
arsregnskapet for 2020,

Selskapets egenkapital per 31,12.20 etter 4rets disponeringer
erkr 1 066 920 868.

ARROW NORWAY AS
{business register no. 926 741 969)

NATURE AND LOCATION OF THE BUSINESS

Arrow Norway AS was registered on the 20th June 1974. The
principal activity of the company during the ycar continued to
be the distribution of electronic and electrical components,
equipment and accessories to the Norwegian market. The
company is one of the leading suppliers to the industrial
market. The company is 100% owned by Arrow Electronics
Danish Holdings APS.

MARKET

The company’s key operational risk relates to the ability to
maintain a strong market position. It is also crucial that the
Company keeps abreast of technological developments and
maintains its price competitiveness.

The market in 2020 was affected by the COVID 19 pandemic.
The pandemic caused a decline in certain sectors which in turn
affected the overall sales volume. At the same time due to the
pandemic the sales relating to the manufacture of medical
equipment (namely ICU ventilators) and conference call and
broadcasting equipment increased. Also there was a positive
development in the sales of components for EV chargers and
continuous growth is expected in this area in 2021,

RESULT
In 2020, the company’s operating income amounted to NOK
643,820,815 against NOK 673,471,423 in 2019.
The income statement in 2020 shows annual profit as NOK
25,254,933 against a profit of NOK 25,433,804 in 2019.
The company has not received or paid a group contribution
related to the 2020 financial statement.

Total equity in the company as of 31.12.20 after the allocation
of the annual profit is NOK 1,066,920,868.
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GJENNOMGANG AV VIRKSOMHETEN

Sammenlignet med 2019 har omsetningen falt med 4,38% p4
grunn av nedgang i salg til nzringene som ble rammet av
Covid-pandemien, som bilindustrien. Det har vart en svak
nedgang i bruttomarginen, 11,66% sammenlignet med
11,96% i 2019. Til tross for nedgangen i omsetningen var
selskapets resultater omtrent pa nivd med 2019 pa grupn av
nedgang i lennskostnader og andre driftskostnader i 2020.

FORSKNINGS- OG UTVIKLINGSAKTIVITETER

Selskapet har ingen pégéende forsknings- og
" utviklingsvirksomhet i 2020.

Det er styrcts oppfatning at selskapets finansrapport gir
fullstendig og korrekt informasjon om sin virksomhet og
status ved utgangen av Aret.

RISIKO

Finansiell risiko

Selskapets sentrale driftsrisiko er knyttet til evnen til &
opprettholde en sterk markedsposisjon. Det er ogs
avgjerende at selskapet holder seg 4 jour med teknologiske
utviklinger og opprettholder utviklinger og opprettholder
konkurransedyktige priser.

Spesielle risikoer

Kredittrisiko

I trdd med selskapets retningslinjer for kredittrisiko blir alle
store kunder og andre forretningsforbindelser kredittvurdert. 1
tillegg har selskapet kredittforsikring gjennom Euler Hermes.

Valutarisiko

Selskapet inngiir i cn konsemkontoordning som innebaerer at
alle valutaer som benyttes ofte, samt balanser i utenlandsk
valuta overvikes og justeres pi regelmessig basis. I tillegg
benytics terminkontrakter for & redusere cksponering for
variasjon i valutakurser,

Likviditetsrisitko
Selskapet har som mél & redusere likviditetsrisiko ved &
hindtere kontanter som genercres via driftsaktiviteter,
, administrere frie kontanter p4 en hensiktsmessig méte, samt
anvende kontantmal der det er relevant,

Arrow Electronics Inc garanterer for selskapets trekk pa en
global kredittramme gjennom cn konsemkontoordning, og
sikrer siledes at selskapet har tilstrekkelig likviditet ti] enhver
tid,

Regnskapet er avlagt under forutsetning om fortsatt drift, og
styret bekrefier at denne forutsetningen er tilstede.

REVIEW OF THE BUSINESS

Tumover decreased in 2020 from 2019 by 4.38% due to
decline in sales to the industries affected by the Covid
pandemic, such as the automotive industry. There has been a
very slight decrease in the gross margin 11.66% compared to
11.96% in 2019. Despite of the decrease in turnover the
company’s final results were similar to 2019 as there was a
decrease in the payroll costs and other operating expenses.

RESEARCH AND DEVELOPMENT ACTIVITIES

The company has no ongoing research and development
activities in 2020.

Tt is the opinion of the Board of Dircctors that the company’s
financial report gives complete and correct information about
its operations and status at year end.

RISKS

Financial Risk

The company’s key operational risk relates to the ability to
maintain a strong market position. It is also crucial that the
Company keeps abreast of technological developments and !
maintains its price competitiveness.

Special risks

Credit risk

Under the company’s credit risk policy, all major customers
and other business relations are credit rated on a current basis.
In addition, the Company takes out credit insurance through
Euler Hermes.

Currency risk

The Company has a cash pool arrangement including all
frequently used currencies and balances in foreign currencies
are monitored and adjusted on a regular basis. The use of
derivative forward forcign currency contracts reduce exposure
to the variability of foreign exchange rates.

Liquidity risk

The company aims to mitigate liquidity risk by managing cash
generation by its operating activities, managing available cash
appropriately and applying cash targets where relevant.

Arrow Electronics Inc guarantees for the company’s draft on a
global credit line through a corporate cash-pool. This ensures
that the company always has sufficient liquidity.

The annual report is given under the assumption of continued
operations. The Board of Directors confirms that this
assumption is valid.
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EIERFORHOLD

Aksjene i Arrow Norway AS eies og kontrolleres 100 % av
Arrow Electronics Danish Holdings APS. Holdingselskapet er
indirekte eid og kontrollert av en av verdens ledende
distributarer av elekironiske komponenter, Arrow Electronics
Inc. med hovedkvarter i Englewood, Colorado.

ORGANISASJON OG MILJG

Kvalitet
Systemet for kvalitetsstyring er underlagt 4rlige interne og
eksterne revisjoner og Arrow Norway AS er i dag sertifisert i
henhold til falgende internasjonale standard:

- -ISO 9001:2015 (kvalitet)

1SO-sertifiseringen er viktig for selskapet og bekrefter virt
kontinuerlige arbeid med kvalitet i alle aspekter.
Styringssystemet  sikrer  overholdelse  gjenmom  hele
verdikjeden, i en kombinasjon av prosess- og linjestyring. Alle
ansatte har eierskap til styringssystemet og bruker dette aktivt
for 4 komme med forslag og registrere avvik.

Likestilling

Selskapet har som mél & vaere en arbeidsplass der det er full
likestilling meliom kvinner og menn. Ved utgangen av ret
har selskapet 21 fast ansatte, hvorav 7 er kvinner (33%).
Arbeidstiden bestemmes av de ulike stillingene og er
uavhengige av kjenn. Styret bestdr av 2 menn og 1 kvinne,

Ledelsen har vedtatt retningslinjer for likestilling.
Retningslinjene fastsetter rammeverket for enkeltpersoners
karriereutvikling, inkludert veiledningsordninger, si vel som
intene mél for underrepresenterte kjonnsandeler i
lederstillinger.

Retningslinjene fastsetter ogsd mil for rekruttering og
bevaring av kvinnelige ledere. Selskapet har iverksatt
folgende tiltak for 4 eke andelen underrepresenterte kjenn:
- Individuell karriereplanlegging og -stette.
- Veiledningsordninger
- En policy som fremmer like karrieremuligheter for
menn og kvinners
- Rekrutteringsprosedyrer som bidrar til & sikre like
muligheter for menn og kvinner:

Det er ikke rapportert alvorlige arbeidsulykker i lapet av aret
som har resultert i betydelige skader eller personskade,

Fravaret pd grunn av sykdom var 158 dager i 2020, noe som
tilsvarer 3.23% av den totale arbeidstiden.

Miljemessige fotavirykk

Som en del av Arrow-gruppen har selskapet en miljavennlig
profil. Selskapet har inngatt en avtale med en
samarbeidspartner og utgiit utstyr og erstattede deler
resirkuleres/hdndteres i trad med regelverket satt av
myndighetene. Selskapet forurenser ikke miljeet.

OWNERSHIP

Shares in Arrow Norway AS are 100% owned and controlled
by Arrow Electronic Danish Holdings APS. The holding
company fs indirectly owned and controlled by one of the
world's leading distributors of electronic components, Arrow
Electronics Inc. with headquarters in Englewood, Colorado.

ORGANIZATION AND ENVIRONMENT

Quality
The system for quality management is subject to annual
internal and external audits and Arrow Norway AS is currently
certified according to the following international standard:

- IS0 90012015 (Quality)

The ISO certification is important for the company and
confirms our continuous work on quality in every aspect.

The management system ensures compliance through the entire
value chain, in a combination of process- and line management,
All employees have ownership of the management system and
actively use this to raise proposals and register deviations.

Equality

The Company aims to be a workplace where there is full
equality between women and men. At the end of the year, the
company had 21 permanent employees, of whom 7 are women
(33%). The werking hours are determined by the various
positions and are independent of gender. The board consists of
2 men and 1 female.

In its group policy, management has adopted a group guideline
for equality. The guideline lays down the framework for
individuals career development, including mentoring schemes,
as well as internal targets for underrepresented genders shares
of managerial positions,

The guideline also lays down targets for recruiting and
retention of female managers. The company has launched the
following specific measures to increase the share of
underrepresented sex:
- Individual career planning and support
- Mentoring schemes
- Astaff policy that promotes equal career opportunities
for men and women
- Recruitment procedures that contribute to ensuring
equal opportunities for men and women.

No serious work accidents have been reported during the year
which would have resulted in significant damages or personal

injury.

The absence due to illness was 158 days in 2020, which
corresponds to 3,23% of the total working hours,

Environmental footprint

As part of the Arrow Group, the company has an
environmentally friendly profile. The company has entered into
an agreement with a parmer and end-of-life equipment and
replaced parts are recycled/ handied in accordance with the
requirements for electronic waste as set by the authorities. The
company does not pollute the environment.
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Hendelser etter balansedagen

1.Covid-pandemien fortsetter inn i 2021, og mange land er
fortsatt inn og ut av nedstenging. Til tross for denne situasjonen
ble ikke salget i farste kvartal pdvirket, og vi s en ekning i
salget sammenlignet med samme periode i 2020. Det er
uforutsigbart hvordan situasjonen vil utvikle seg i fremtiden,
og om de skte resultatene kan fortsette. Selskapets ledelse
overviker situasjonen og vurderer potensielle risikoer.
Oppmerksomhet rettes mot forsyning av komponenter,
forsyningslogistikk, kostpriseffekter og kundenes solvens.

2. Arrow Norges datterselskap Arrow Components Sweden AB
holdt et ekstraordinert aksjon®rmete 29. mars 2021, og det ble
besluttet & dele ut et utbytte pd 1 400 000 000 SEK (1,4
milliarder SEK) til selskapets aksjon®r i henhold til styrets
utbytteforslag. Utbyttet forfalt til betaling per dato for
generalforsamlingen.

Fremtidsutsikter

Ledelsen forventer at selskapets resultater vil utvikle seg p
grunn av ny teknologi implementert i storre skala. Forelepig
kan de skte resultatene tilskrives ekningen i produksjonen av
EV-ladere, og denne trenden bor fortsette gjennom 2021,
Disse utsiktene er basert pA informasjonen som var
tilgjengelig pé tidspunktet for regnskapsunderskrivelsen, og
innvirkningen av fremtidige hendelser pd selskapets
fremtidige virksomhet kan skille seg fra ledelsens nivarende
cvaluering.

Events after balance sheet date

1.The Covid pandemic is continuing into 2021 and a lot of
countries are still in and out of lockdown. Despite of this
situation the sales for the first quarter were not affected and we
saw an increase in sales compared to the same period in 2020.
It is unpredictable how the situation will develop in the future
and if this increased performance can continue. The company’s
management monitors the situation and assesses potential risks.
Attention is being paid to components supplies, supply
logistics, cost price effects and customers’ solvency.

2. Arrow Norway's subsidiary Arrow Components Sweden AB
held an extraordinary shareholders’ meeting on 29th March
2021, and it was decided to distribute a dividend of
1,400,000,000 SEK (one point four billion SEK) to the
company’s sharcholder as per the board of directors’ dividend
distribution proposal. The dividend was payable as per the date
of the shareholders’ meeting.

Outlook

Management expects the Company's performance to develop
due to new technologies implemented on a wider scale.
Currently the increased performance can be attributed to
increase in production of EV chargers and this trend should
continue throughout 2021. This outlook is based on the
information available at the time of signing the financial
statements and the impact of future events on the Company’s
future operations may differ from the management's current
cvaluation.

24 | Juni 2021

SN

Christopher David Stansbury
Styrets Leder
Chairman

Moa Magnusdotter Eriksson
Styremedlem
Board member

24 June 2021

Ao
Erik Arne\Hansen
Daglig leder og styremedlem
Director
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Resultatregnskap

Note 2020 2019
Driftsinntekter
Salgsinntekter 78 643,820,815 673,471,423
Annen driftsinntekt 918,881 790,618
Sum driftsinntekter 644,739,697 674,262,042
Driftskostnader
Varekostnad 7 569,536,971 593,594,602
Lannskostnad 2 23,468,619 26,106,977
Avskrivning 3 212,556 217,979
Annen driftskostnad 18,160,970 23.568.232
Sum driftskostnader 611,379,122 643,487,790
Drifisoverskudd 33,360,574 30,774,252
Finansinntekter og finanskostnader
Annen tenteinntekt 1,034,938 1,451,836
Valutagevinst 43,788.919 19,174,374
Anncn rentekostnad 989,490 1,587,105
Valutatap 44,783,634 17.014,054
Netto finansposter (kostnad) -949.267 2,025,051
Ordineert resultat for skattekosmad 32,411,308 32,759,302
Skattekostnad
Skatiekostnad pi ordinzrt resultat ] 7.156,374 7,365,498
Arets overskudd 25,254,933 25,433,804
OQverfaringer og disponeringer
Overforinger annen egenkapital 25,254,933 25,433,804
Sim dispenert 25,254,933 25,433,804
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Balanse pr. 31, desember

Note 1020 9
Anleggsmidler
Insmaterielle erendeler
Utsatt skattefordel s 711,631 1,516,882
Sum immaterielle ciendeler 711,631 1,516.882
Varige drifismidier
Driftslosore, inventar, verktay, kontormaskiner og lignende 3 304,164 149,525
Sum varige drifismidler 304,164 349,525
Finansielle viendeler
Investeninger 1 datterselskap 15 818,035,645 818,035,645
Sum finansiclle eiendeler 818,035,645 818,035,645
Sum anleggsmidler 819,051,440 818,902,052
Omlopsmidler
Fordringer
Kundefordringer 7 180,110,122 176,947.484
Andre fordringer 96,202 3,609,623
Kenserminterne fordringer 7 137,561,936 128,354,472
Sum fordringer 317,768,261 308,911,579
Bankinnskudd, kontanter og lignende D] 7,719,790 988,841
Sum omlepsmidler 325,488,050 309,900,420
Sum eiendeler 1,144,539.491 1,129.802,472
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Balanse pr. 31. desember

Egenkapital

Innskutt egenkapital
Aksjekapital
Annen innskutt egenkapital

Sum innskutt egenkapital

Oppljemt egenkapital
Annen egenkapital

Sum egenkapital

Gjeld

Avsetninger for forplikielser

Pensjonsforpliktelser

Koristkiig gield
Leverandorgjeld

Skyldige offentlige avgifier
Betalbar Skatt

Annen kortsiktig gjeld
Sum kontsiktig gjcld

Sum gjeld

Sum egenkapnial og gjeld

Note

i2.03

12

020

99,900,000

532,277,775
632,177,775

434,743,094

1,066,920,868

1,969,445

50.949,005
12,725,879
6,351,124
5,623,169
75,649,177

77,618,622

1,144,539.491

19

99,900,000

532,277,775
632,177,175

409,488,161
1,041,665,935

5.375.936

60,073,259
7.434,060
7.469.262
7,784,020

82,760,601

88,136,537

1,129.802,472
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Kontantstromoppstilling

Ordinzert resultat for skattekostnad
Ordinre avskrivninger/nedskrivninger
Gevinst ved salg av driftsmidler
Endring i kundefordringer

Endring i leverandorgjcld

Forskjeller mellom kostnadsfert jon og

inn-/utbetali i j dninger

P 4

Aksjebasert avlonning
Endring i andre tidsavgrensningey

Netto kontantstrom fra operasjonelle aktiviteter

Utbetalinger ved kjop av varige driftsmidler
Innbetaling ved salg av varige drifismidlcr

Netto kontantstrom fra investeringsaktiviteter

Konsembidrag betalt

Netto k rom fra fi ieri ktiviteter

Netio endring av } og kvival

K ogk kvival ved periodens begynnelse

Kontanter og kontantekvivatenter ved periodens slutt*

2020
32,411,308
212,556
-3,162,638
9,124,254

-1.406,491

-824.873
16,105,607

-167,195

-167,195

15,938,412
129.343.314

145,281,725

*Dersom sclskapet har fordring 1 konsernkonteordning inngdr deane her. sc note 11 for mer informasjon

2019
32,799,302
217,979
-302,225
8,462,567

614,553

774,424

41,017,752

-215,551

-215,551

-11,558,264

-11,558,264

29,243,937
100,099,376

129,343,314

26.07.2022 kil 16:29

Brgnngysundregistrene

Side 103 av 113



Brgnngysundregistrene Arsregnskap regnskapsaret 2020 for 926741969

Note 1 — Regnskapsprinsipper

Arsregnskapet er sait opp i med regnskapslovens by Iser og god regnskapsskikk
Salgsinntekter
Inntekisforing ved salg av varer skjer pa leveringstidspunktet. Tj inntek etter hvert som de leveres.

Klassifisering og vurdering av balanseposter
Omlopsmidler og kortsiktig gield omfatter poster som forfaller til betaling innen ett ar, samt poster som knytter seg til varckretslopet. @vrige poster cr
klassifisert som anleggsmiddel/tangsiktig gjeld.

Omilapsmidler vurderes til laveste av anskaffelseskost og virkelig verdi. Kortsiktig gjcld bal fares til inclt belap pi ctableringstidsy tet

Anleggsmidler vurderes til anskaffelseskost, men nedskrives til virkelig verdi dersom verdifallet ikke forventes 4 vaere forbigiende. Langsiktig gjeld
balansefores til nomineit belop pd etableringstidspunkiet.

Fordringer
Kundeferdringer og andre fordringer er oppfort i balansen til pAlydende etter fradrag for avsetning til forventet tap. Avsetning til tap gjores pA grunnlag av
individuelle vurderinger av de enkelte fordringene. I tillegg gjorcs det for avrige kundefordringer on uspesifisert avsetning far 4 dekke antatt tap.

Valuta
Pengeposter i utenlandsk valuta er vurdert ctter kursen ved regnskapsarets stutt,

Varige driftsmidler
Varige driftsmidler balanscfores og avskrives over driftsmidlets levetid dersem de har levetid over 3 &r og har ¢n kostpris som overstiger kr 15 000. Dirckte

vedlikehold av driftsmidler k dsferes lepende under driftskostnader, mens pikostninger eller forbedringer tillegges driftsmidlets kostpris og avskrives
takt med driftsmidlet.

Pensjoner

Ved regnskapsfering av pensjon cr lincaer opptjeningsprofil og forventet sluttlenn som apptjeningsgrunnlag lagt til grunn. Planendringer amortiscres over
forventet gjenvacrende opptjcningstid. Det samme gjelder estimatavvik i den grad de overstiger 10 % av den storste av pensjonsforpliktelsene op
pensjonsmidlenc (korridor).

Aksjebasert avlanning

Enkelte ansatte i selskapet deltar i aksjebaserte avlanningsprogratimer.

Den forventede kostnaden knyttet disse ordni erk dsfort som lennskostnad ndr de ansatte har ytet de tjenestenc som etter avialen skal til for 4 f3
disse ytelsenc i bytte, og et pilitelig estimat for | forpliktelsen kan utarbeides.

Estimert arbeidsgiveravgift cr amortisert over opptjeningsperioden og inkluden i lonnskostnad. Endringer i cstimert arbcidsgiveravgift er amortisert over
gienvarende opptjeningsperiode,

Skatt

Skattekostnaden i resultatregnskapet omfatter bdde pericdens betalhare skatter og endring i utsatt skatt Utsatt skatt beregnet med 22% pi grunnlag av de
midlertidige forskjeller som eksisterer mellom regnskay ge og sk ige verdier, samt ligningsmessig underskudd til fremfering ved utgangen av
regnskapsiret S} kende og sk d de forskjeller som reverserer eller kan reversere i ssmme peniode er utlignet og nettofert,

Konsolidering

Arrow Norway AS cr ct datierselskap av Arrow Electronics Danish Holdings ApS, Danmark, som igjen cr er underkonscrn under det tyske selskapet Arrow
Ceniral Europe GmbH, Tyskland. Ettersom Arrow Central Europe GmbH cr ct sclskap hj l de 1 EU tillater reglene at konsohdcringen forctas der, og

det viscs til drsregnskapet til Arrow Central Europe GmbH. der aile selskapenc er konsolident.
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Note 2 -1 d, antall

Lonnskostnader
Lenninger
Folketrygdavgift
Pensjonskostnader
Andre lennskostnader

Sum lennskostnad

Antall rsverk

Daglig leder i selskapet er ansatt i det danske sosterselskapet Arrow Denmark AS og han far ingen godigjorelse [ra Arrow Norway AS.

Revisor

godtgjerelser, lin til ansatte mm,

Revisjonshonorar for 2020 er resultatfort med {ckskl. mva) NOK 564,890

Note 3 — Varige driftsmidler

Driftslasore, inventar, verktoy, kontormaskiner og lignende

Anskaffelseskost 01 .01
Tilgang kjopte driftsmidler
Avgang til anskaffelseskost
Anskaffelseskost 31,12

AKk. avskr./nedskr. 01.01.
Avgang akk. av-/nedsknivinger
Akkumulerte nedskrivainger
Arets avskrivning

Akk. av og nedskrivn. 31.12
Balansefort verdi 31.12

Avskrivningsplan

@konomisk levetid

2020
17,356.257
3,172,531
1,966,984
972,846
23,468,619

21

2020
6,397,958
167,195

6.565,153

6,048,433

212,556
6,260,989
304,164

Linezr

54r

2019
17,526,361
2.283,029
2,988,005
3,309,583
26,106,977

22

2019
6,182,407
215,551

6,397,958

5,830,454

217979
6,048,433
349,525

Linewr
Sar

26.07.2022 kil 16:29

Brgnngysundregistrene

Side 105 av 113



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 926741969

Note 4 - Finansiell markedsrisiko

Renterisiko

Selskapet er cksponert mot endringer i renteniviet, da selskapets gjeld har flytende rente.

Valutarisiko
Selskapet kjoper og sclger i hovedsakelig samme valuta, videre benytites sikringsinstrument. tceminkontrakter,

for A reduserc valutarisikoen ytterligere. Selskapets eksponering i forhold til valutasvingninger er derfor sveert begrenset,

Kredittrisiko
T trid med selskapets retningslinjer for kredittrisiko blir alle store kunder og andre forretningsforbindelser kredittvurdert.

1 tillegg har selskapet kredittforsikring giennom Euler Hermnes.

Likviditetsrisike

Selskapet har som ma! 4 redusere likviditetsrisiko ved & hindtere k SOm R via driftsaktiviteter, admunistrere

frie § p4 en hensik igg méte, samt anvende k i1 der det er relevant,

Arrow Electronics Inc garanterer for selskapets trekk pA en global kredittramme gjennom en konsernkontoordaing,

og sikrer séledes at selskapet har tilstrekkelig likviditet tit enhver tid.
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Note 5 — Skatt

Arets skattekostnad fremkommer slik: 2020 2019
Betalbar skatt p3 drcts resultat 6,351,124 7,469,262
Endring utsatt skati 805,251 -103,764
Arets totale skattekostnad 7.156.374 7,365,498
A ing av Arets sh kostnad mot ordinert resultat for skatt:

22 % av resultat for skatt 7,130,488

Skatt av permanente forskjeller 25,887

Arets totale skattekostnad 7,156,374

Betalbar skatt fremkommer shik:

Ordinart resultat for skattckostnad 32411308 32,799,302
Permanente forskjeller 117,667 680,236
Endring midlcniidige forskjeller -3,660,231 471,654
Grunnlag betalbar skatt 28,868,743 33.951,192
Betalbar skatt 22% 6,351,124 7,469,262

Spesifikasjon av forskjeller som utlignes:

Anleggsmidler -3.419,981 -4,207,635
Omlopsmidler -138,826 -178.304
Pensjonsmidler -1,969,445 -5,375.936
Gevims/(Tap) 2,293,564 2,866,956
Grunnlag utsatt skatt 3,234,688 -6,894.919
Utsatt skanicfordel 22 % 711,631 1,516,882
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Note 6 - Pantestillelser og garantier
Det er avgitt konserngaranti fra Arrow Electromes Inc til fordel for datterselskapet Arrow Norway AS for selskapets trekkrammer i Bank Mendes

Gans og Danske Bank.

Note 7 - Mellomvmerende og tr ksj med pi konsern
Mellomvzrende 2020
Kundefordringer 291,639
Leverandoargjeld 50,724,977
Konserninterne fordninger, i &ende pA konsernk rdning (ref note 11) 137,561,936
Transaksjoner 2020
Varckjop fra Arrow Central Europe GmbI1 565,073,942
Salg av tji til Arrow El GmbH & Co, KG -
3.503,133

Salg av tjenester til Armow Central Europe GmbH

2019
855,306
55,398,309
128,354,472

2019
589,448,864
1,663,165
1,926,865

Arrow Central Eurepe GmbH i Tyskland er det kensemrelaterte selskapet som stdr for innkjop og holder lager for alle salgsselskapene i Eurepa.
Arrow Nonvay AS kjaper salgsvarene fra lageret 11l Arrow Central Europe GmbH og da Arrow Norway AS oggd har noen ansatte som jobber med
tjenesler for Arrow Central Eyrope GmbH faktureres disse tjenesiene til Arrow Central Europe GmbE.

Note 8- Geografisk fordeling av salg

Norge
EU
Asia
usa

Sum

Belop 1 hele kr

020
397,779,880
160,662,991

85,377,944

643,820,815

2019
406,056,932
137,242,303
130,045,325
126,863

673.471,423
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Note 9 - Pensjonsk der og pensjonsforpliktelser

Selskapet er pliktig til 4 ha cn pensjensordning og vi har innghtt en avtale som oppfyller disse kravene . Selskapet har en pensjonsordning som
omfatter 1 alt 21 personer. Ordningen gir rett til definerte fremtidige ytelser, Disse er i hovedsak avhengig av antall opptjeningsér, lennsnivi ved
oppnidd pensjonsalder og storrelsen pd ytelsene i folketrygden. Forpliktelsene er dekket gjennom et forsikringsselskap.

Periodens pensjonskostnader inkl. AGA 2020 2019
Arets pensjonsoppyening 2.536,793 2,333,231
Administrasjonskosinad 54,963 53,327
Netto av rentekosinad og forventet avkastning -462,678 -106,305
Forvaltningskostnad 457,652 422 466
Amortisering av akluarielt tap/(gevinst) 412,814 408,400
Resultatfert pensjonskostnad 2,999,544 3,111,119
Spesifikasjon av faktiske pensjonsforpliktelser mot Midler/ Midler/
regnskapsforte forpliktelser forpliktelser forpliktelser
Brutto pensjensforpliktelser 42,337.464 43,200,375
Pensjonsmidler (til markedsverdi) 29,650,000 27,725,000
Ekke resuitatfert virkning av estimatavvik -10,718,019 -10,099,439
Netto pensjonsmidler inkl, Aga 1,969,445 5375936

Gkonomiske forutsetninger:

Avkastning pd pensjonsmidler 420% 4.30%
Diskonteringsrente 2.10% 2.60%
Arlig lonnsvekst 2.25% 2.75%
Anlig G-regulering 2.00% 2.50%
Arlig reg. av pensjoner under utbetaling 0.70% 0.80%

Note 10- Bundne midler
I posten bankinnskudd inngfr bundne skattetrekksmidler pA NOK 668 931

Note 11 - Konsernkonto
Selskapet inngae i konsernkontoordning med B V. Arrow Eleetronics DLC som er konsernkonteinnchaver,
Pr. 31.12. har sciskapet netto fordring pd MNOK 137 som er klassifisert som konsernmellomvzarende.

26.07.2022 kI 16:29 Brgnngysundregistrene Side 109 av 113



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 926741969

Note 12 - Egenkapital

Aksje- Annen innskutt Annen Sum
Arets endring | egenkapital kapital egenkapital egenkapital egenkapital
Egenkapital 01,01 99,900,000 532,271,775 409,488,161 1,041,665,935
Avrets resuliat 25,254,933 25,254,933
Egenkapital 31.12 99,900,000 532,277,115 434,743,094 1,066,920,868
Note 13 - Aksjekapital og aksj infor
Artow Electronics Danish Holdings ApS

Aaksjer Pilydende Balansefort
Arrow Electronics Danish Hotdings ApS 1,665,000 60 99,900,000
Note 14 - Konsernregnskap
Arrow Norway AS inngdr i konsernregnskapet til det italienske selskapet Arrow Electronics EMEA SA Srl.
Note 15 - Datterselskap
Selskapet har 100% cier- og stemmeandel i alle dattersclskap
Navn Forr Egenkapital 2020 Resultat 2020 Bokfort

kontor NOK NOK verdi
Arrow Components Sweden AB Stockholm 2,219,812.165 188,551,740 471,595,606
Arrow Denmark ApS Herlev 327,884,724 29,442,046 237,667,298
Arrow Finland OY Helsinki 254,851,477 16,120,488 108,704,741
Arrow Electronics Estonia OU Tallinn 229,914,053 22,992,460 68,000
Sum aksjer i datterselskap 3,032,462,419 257,106,734 818,035,645
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Styrets leder
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UAVHENGIG REVISORS BERETNING

Til generalforsamlingen i Arrow Norway AS

Uttalelse om revisjonen av arsregnskapet

Konklusjon

Vi har revidert arsregnskapet for Arrow Norway AS som bestar av balanse per 31. desember 2020,
resultatregnskap og kontantstremoppstilling for regnskapsaret avsluttet per denne datoen, og en
beskrivelse av vesentlige anvendte regnskapsprinsipper og andre noteopplysninger.

Etter var mening er arsregnskapet avgitt i samsvar med lov og forskrifter og gir et rettvisende bilde av
selskapets finansielle stilling per 31. desember 2020, og av dets resultater og kontantstrammer for
regnskapsaret avsluttet per denne datoen i samsvar med regnskapslovens regler og god reghskapsskikk
i Norge.

Grunnlag for konklusjonen

Vi har gjennomfart revisjonen i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder de
internasjonale revisjonsstandardene {ISA-ene). Vare oppgaver og plikter i henhold til disse standardene
er beskrevet i avsnittet Revisors oppgaver og plikter ved revisjonen av arsregnskapet. Vi er uavhengige
av selskapet i samsvar med de relevante etiske kravene i Norge knyttet til revisjon slik det kreves i lov og
forskrift. Vi har ogsé overholdt vare avrige etiske forpliktelser i samsvar med disse kravene. Etter var
oppfatning er innhentet revisjonsbevis tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon.

@vrig informasjon

@vrig informasjon omfatter informasjon i selskapets arsrapport bortsett fra arsregnskapet og den
tilherende revisjonsberetningen. Styret og daglig leder {ledelsen) er ansvarlig for den gvrige
informasjonen. Var uttalelse om revisjonen av arsregnskapet dekker ikke den avrige informasjonen, og vi
attesterer ikke den evrige informasjonen.

| forhindelse med revisjonen av arsregnskapet er det var oppgave a lese den gvrige informasjonen med
det formal & vurdere hvorvidt det foreligger vesentlig inkonsistens mellom den gvrige informasjonen og
arsregnskapet eller kunnskap vi har opparbeidet oss under revisjonen, eller hvorvidt den tilsynelatende
inneholder vesentlig feilinformasjon. Dersom vi konkluderer med at den gvrige informasjonen inneholder
vesentlig feilinformasjon, er vi plagt & rapportere det. Vi har ingenting & rapportere i s4 henseende.

Penneo Dokumentnekkel: SNQFY-INVL6-CEQ4S-8GOEH-FAC5E-LSOVD

Ledelsens ansvar for arsregnskapet

Ledelsen er ansvarlig for & utarbeide arsregnskapet i samsvar med lov og forskrifter, herunder for at det
gir et rettvisende bilde i samsvar med regnskapslovens regler og god regnskapsskikk i Norge. Ledelsen
er ogsa ansvarlig for slik intern kontroll som den finner nedvendig for & kunne utarbeide et arsregnskap
som ikke inneholder vesentlig feilinformasjon, verken som falge av misligheter eller feil.

Ved utarbeidelsen av arsregnskapet ma ledelsen ta standpunkt til selskapets evne til fortsatt drift og
opplyse om forhold av betydning for fortsatt drift. Forutsetningen om fortsatt drift skal legges til grunn for
arsregnskapet med mindre ledelsen enten har til hensikt & avvikle selskapet eller legge ned
virksomheten, eller ikke har noe annet realistisk alternativ.

Revisors oppgaver og plikter ved revisjonen av arsregnskapet

Vart mal er & oppna betryggende sikkerhet for at arsregnskapet som helhet ikke inneholder vesentlig
feilinformasjon, verken som talge av misligheter eller fsil, og & avgi en revisjonsheretning som inneholder
var konklusjon. Betryggende sikkerhet er en hay grad av sikkerhet, men ingen garanti for at en revisjon
utfert i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder ISA-ene, alltid vil avdekke
vesentlig feilinformasjon. Feilinformasjon kan skyldes misligheter eller feil og er & anse som vesentlig
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dersom den enkeltvis eller samlet med rimelighet kan forventes a pavirke de akonomiske beslutningene
som brukerne foretar pa grunnlag av arsregnskapet.

Som del av en revisjon | samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder ISA-ene,
utever vi profesjonelt skjgnn og utviser profesjonell skepsis gjennom hele revisjonen. | tillegg

» identifiserer og anslar vi risikoen for vesentlig feilinformasijon i arsregnskapet, enten det skyldes misligheter eller
feil. Vi utformer og gjennomfarer revisjonshandlinger for & handtere slike risikeer, og innhenter revisjonsbevis som
er tilstrekkelig og hensikismessig som grunnlag for var konklusjon. Risikoen for at vesentlig feilinformasjon scm
falge av misligheter ikke blir avdekket, er hayere enn for feilinformasjon som skyldes feil, siden misligheter kan
innebzere samarbeid, forfalskning, bevisste utelatelser, uriktige fremstillinger eller overstyring av intern kontroll;

» opparbeider vi 0ss en forstdelse av den interne kontrollen som er relevant for revisjonen, for 4 utfierme
revisjonshandlinger som er hensiktsmessige etter omstendighetene, men ikke for & gi uttrykk for en mening om
effektiviteten av selskapets interne kontroll;

» vurderer vi om de anvendte regnskapsprinsippene er hensikismessige og om regnskapsestimatene og tilharende
noteopplysninger utarbeidet av ledelsen er rimelige;

» konkluderer vi pa om ledelsens bruk av fortsatt drift-forutsetningen er hensiktsmessig, og, basert pa innhenteds
revisjonsbevis, hvorvidt det foreligger vesentlig usikkerhet knyttet til hendelser eller forhold som kan skape
betydelig tvil om selskapets evne til fortsatt drift. Dersom vi konkluderer med at det foreligger vesentlig usikkerhet,
kreves det at vi i revisjonsberetningen henleder oppmerksomheten pa tileggsopplysningene i arsregnskapet. Hvis
slike tilleggsopplysninger ikke er tilstrekkelige, ma vi modifisere var konklusjon. Vare konklusjoner er basert pa
revisjonsbevis innhentet frem til datoen for revisjonsberetningen. Etterfolgende hendelser eller forhold kan
imidlertid medfare at selskapets evne til fortsatt drift ikke lenger er til stede;

» vurderer vi den samlede presentasjonen, strukturen og innholdet | arsregnskapet, inkludert tilleggsopplysningene,
og hvorvidt arsregnskapet gir uttrykk for de underliggende transaksjonene og hendelsene pa en méate som gir et
rettvisende bilde.

Vi kommuniserer med styret blant annet om det planlagte omfanget av revisjonen, tidspunktet for vart
revisjonsarbeid og eventuelle vesentlige funn i var revisjon, herunder vesentlige svakheter i den interne
kontrollen som vi avdekker gjennom vart arbeid.

Uttalelse om ovrige lovmessige krav

Konklusjon om arsberetningen

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, mener vi at opplysningene i
arsberetningen om arsregnskapet og forutsetningen om fortsatt drift er konsistente med &rsregnskapet og
i samsvar med lov og forskrifter.

Penneo Dokumentnekkel: SNQFY-INVL6-CEQ4S-8GOEH-FAC5E-LSOVD

Konklusjon om registrering og dokumentasjon

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, og kontrollhandlinger vi har funnet
ngdvendige i henhold til internasjonal standard for attestasjonsoppdrag (ISAE) 3000
«Attestasjonsoppdrag som ikke er revisjon eller forenklet reviscrkontroll av historisk finansiell
informasjon», mener vi at ledelsen har oppfylt sin plikt til & sarge for ordentlig cg oversikilig registrering
og dokumentasjon av selskapets regnskapsopplysninger i samsvar med lov og god bokfaringsskikk i
Norge.

Stavanger, 7. juli 2021
ERNST & YOUNG AS

Revisjonsberetningen er signert elektronisk

Gunn Helen Askvik
statsautorisert revisor
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