
RICHARDSON ELECTRONICS LTD/DE
Form S-1/A
September 15, 2005
Table of Contents

AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION ON SEPTEMBER 15, 2005

Registration Statement No. 333-125254

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

Amendment No. 1

to

FORM S-1

Registration Statement

Under

the Securities Act of 1933

RICHARDSON ELECTRONICS, LTD.
(Exact name of registrant as specified in its charter)

Delaware 5065 36-2096643
(State or other jurisdiction of

incorporation or organization)

(Primary Standard Industrial

Classification Code Number)

(I.R.S. Employer

Identification Number)

40W267 Keslinger Road

P.O. Box 393

LaFox, Illinois 60147-0393

(630) 208-2200

(Address, including zip code, and telephone number, including area code, of registrant�s principal executive offices)

William G. Seils, Esq.

Senior Vice President, General Counsel & Secretary

Richardson Electronics, Ltd.

Edgar Filing: RICHARDSON ELECTRONICS LTD/DE - Form S-1/A

Table of Contents 1



P.O. Box 393

LaFox, Illinois 60147-0393

(630) 208-2200

(Name, address, including zip code, and telephone number, including area code, of agent for service)

Copies to:

Scott Hodes, Esq.

R. Randall Wang, Esq.

C. Brendan Johnson, Esq.

Bryan Cave LLP

161 North Clark Street, Suite 4800

Chicago, Illinois 60601

Tel: (312) 602-5000

Fax: (312) 602-5050

Approximate date of commencement of proposed sale to the public:    As soon as possible after the effective date of this registration
statement.

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, check the following box.  x

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨             

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨             

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box.  ¨

The registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until this Registration Statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. This prospectus is not an offer to sell these
securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED SEPTEMBER 15, 2005

$44,683,000

7 3/4% Convertible Senior Subordinated Notes due 2011

This prospectus covers resales by holders of our 7 3/4% Convertible Senior Subordinated Notes due 2011 and shares of common stock into
which the notes are convertible. We will not receive any proceeds from the resale of the notes or the shares of common stock hereunder. The
notes are convertible, at holders� option, prior to the maturity date into shares of our common stock.

The notes may be converted into shares of our common stock at an initial conversion price of $18.00 per share of common stock. The conversion
price is subject to adjustment if certain events occur, as described in �Description of the Notes.� Upon conversion of a note, holders will receive
only shares of our common stock and a cash payment to account for any fractional share. Holders will not receive any cash payment for interest
accrued and unpaid to the conversion date except under the limited circumstances described below. At any time on or after December 19, 2006,
we may elect to automatically convert the notes if the last reported sale price of our common stock has been at least 125% of the conversion
price for at least 20 trading days during any 30 trading day period, subject to certain conditions.

The notes bear interest at 7 3/4% per year. Interest on the notes will accrue from February 15, 2005 or from the most recent date to which interest
has been paid or duly provided for and will be payable semi-annually in arrears on June 15 and December 15 of each year, beginning on June 15,
2005. Interest will be computed on the basis of a 360-day year comprised of twelve 30-day months.

On or after December 19, 2006, but prior to December 19, 2007, we may redeem the notes, in whole or in part, at any time at a redemption price
equal to 100% of the principal amount of the notes to be redeemed plus accrued and unpaid interest, if any, to, but excluding the date of
redemption, provided that the closing price of our common stock has been at least 125% of the conversion price for 20 trading days during any
30 trading day period, subject to certain conditions. On or after December 19, 2007, we may redeem the notes, in whole or in part, at any time at
a redemption price equal to 100% of the principal amount of the notes to be redeemed plus accrued and unpaid interest, if any, to, but excluding
the date of redemption.

The notes mature on December 15, 2011 unless earlier converted, redeemed, or repurchased and will be issued in denominations of $1,000 and
integral multiples thereof. The notes were initially issued in the aggregate principal amount of $44,683,000. The notes are subordinated to our
senior indebtedness, including amounts borrowed under our credit agreement and future indebtedness that is not expressly subordinate to the
notes. In addition, the notes are structurally subordinate to any indebtedness of our subsidiaries, including trade payables.
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Prior to this offering, the notes were eligible for transfer on The PortalSM Market of The Nasdaq Stock Market, Inc. The notes sold by means of
this prospectus are not expected to remain eligible for transfer on The PortalSM Market. We do not intend to list the notes for transfer on any
national securities exchange or the Nasdaq National Market. Our common stock is listed on the Nasdaq National Market under the symbol
�RELL�. On September 14, 2005, the last reported sale price of our common stock was $7.50 per share.

Investing in the notes and the underlying shares of common stock involves risks. Before purchasing notes, see
the information under � Risk Factors� beginning on page 12 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities,
or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this Prospectus is September     , 2005.
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You should rely only on the information contained in this prospectus. Neither we nor the holders have authorized anyone else to provide you
with additional or different information. This prospectus is not an offer to sell or a solicitation of an offer to buy securities in any circumstances
in which the offer or solicitation is unlawful. You should not interpret the delivery of this prospectus, or any sale of securities, as an indication
that there has been no change in our affairs since the date of this prospectus. You should also be aware that information in this prospectus may
change after this date.

Additionally, we may suspend the holder�s use of the prospectus for a reasonable period not to exceed two periods of more than 30 days in any
12-month period, or a period not to exceed an aggregate of 90 days in any 12-month period, if we, in our reasonable judgment, believe we may
possess material non-public information the disclosure of which would have a material adverse effect on us and our subsidiaries taken as a
whole; provided, however, that these limits do not apply if our board of directors determines in its good faith judgment, that there is a reasonable
possibility that a sale of the notes pursuant to the prospectus would result in a violation of the Securities Act. Each holder, by its acceptance of a
new note, agrees to hold any communication by us regarding suspension of the holder�s use of the prospectus in confidence. This offering is
subject to withdrawal or cancellation without notice.

When we use the terms �we,� �us,� �our,� or the �Company� in this prospectus, we mean Richardson Electronics, Ltd. and its subsidiaries, on a
consolidated basis, unless we state or the context implies otherwise. When we use the term �holders� we mean the holders of our 7 3/4%
Convertible Senior Subordinated Notes due December 15, 2011 offered for sale from time to time pursuant to this prospectus.

References in this prospectus to our �common stock� mean our common stock, $.05 par value per share; references to our �Class B common stock�
mean our Class B common stock, $.05 par value per share; references to the �notes� mean our 7 3/4% Convertible Senior Subordinated Notes due

Edgar Filing: RICHARDSON ELECTRONICS LTD/DE - Form S-1/A

Table of Contents 6



2011; references to the �7 1/4% debentures� mean our 7 1/4% Convertible Subordinated Debentures due December 15, 2006; and references to the
�8 1/4% debentures� mean our 8 1/4% Convertible Senior Subordinated Debentures due June 15, 2006.
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PROSPECTUS SUMMARY

This summary highlights selected information from this prospectus and may not contain all of the information that is important to you. You
should read carefully the entire prospectus, including the consolidated financial statements and related notes and other financial data, before
making an investment decision.

Our Company

We are a global provider of engineered solutions and a distributor of electronic components to the radio frequency (RF), and wireless
communications, industrial power conversion, security, and display systems markets. We are committed to a strategy of providing specialized
technical expertise and value-added products, which we refer to as �engineered solutions,� in response to our customers� needs. These engineered
solutions consist of:

� products which we manufacture or modify;

� products which are manufactured to our specifications by independent manufacturers under our own private labels; and

� value we add through design-in support, systems integration, prototype design and manufacturing, testing, and logistics for our
customers� end products. We define design-in support to be component modifications or the identification of lower-cost product
alternatives or complementary products.

Our products include RF and microwave components, power semiconductors, electron tubes, microwave generators, data display monitors, and
electronic security products and systems. These products are used to control, switch or amplify electrical power or signals, or as display,
recording or alarm devices in a variety of industrial, communication, and security applications.

Our broad array of technical services and products supports both our customers and vendors.

Our Strategic Business Units

We serve our customers through four strategic business units, each of which is focused on different end markets with distinct product and
application needs. Our four strategic business units are:

� RF and Wireless Communications Group;
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� Industrial Power Group;

� Security Systems Division; and

� Display Systems Group.

Each strategic business unit has dedicated marketing, sales, product management and purchasing functions to better serve its targeted markets.
The strategic business units operate globally, serving North America, Europe, Asia/Pacific, and Latin America.

RF and Wireless Communications Group

Our RF and Wireless Communications Group serves the global RF and wireless communications market, including infrastructure and wireless
networks, as well as the fiber optics market. Our team of RF and wireless engineers assists customers in designing circuits, selecting cost
effective components, planning reliable and timely supply, prototype testing, and assembly. The group offers our customers and vendors
complete engineering and technical support from the design-in of RF and wireless components to the development of engineered solutions for
their system requirements.

1

Edgar Filing: RICHARDSON ELECTRONICS LTD/DE - Form S-1/A

Table of Contents 9



Table of Contents

We expect continued growth in wireless applications as the demand for many types of wireless communication increases worldwide. We believe
wireless networking and infrastructure products for a number of niche applications will require engineered solutions using the latest RF
technology and electronic components, including:

� automotive telematics, which is the use of computers and telecommunications to provide wireless voice and data applications in motor
vehicles;

� RF identification, which is an electronic data collection and identification technology for a wide range of products to transfer data
between a movable item and a reader to identify, track, or locate items; and

� wireless local area networks.

In addition to voice communication, we believe the rising demand for high-speed data transmission will result in major investments in both
system upgrades and new systems to handle broader bandwidth.

Industrial Power Group

Our Industrial Power Group provides engineered solutions for customers in diverse markets including the steel, automotive, textile, plastics,
semiconductor manufacturing, broadcast, and transportation industries. Our team of engineers designs solutions for applications such as motor
speed controls, industrial heating, laser technology, semiconductor manufacturing equipment, radar, and welding. We build on our expertise in
power conversion technology to provide engineered solutions to fit our customers� specifications using what we believe are the most competitive
components from industry-leading vendors.

This group serves the industrial market�s need for both vacuum tube and solid-state technologies. We provide replacement products for systems
using electron tubes as well as design and assembly services for new systems employing power semiconductors. As electronic systems increase
in functionality and become more complex, we believe the need for intelligent, efficient power management will continue to increase and drive
power conversion demand growth.

Security Systems Division

Our Security Systems Division is a global provider of closed circuit television, fire, burglary, access control, sound, and communication
products and accessories for the residential, commercial, and government markets. We specialize in closed circuit television design-in support,
offering extensive expertise with applications requiring digital technology. Our products are primarily used for security and access control
purposes but are also utilized in industrial applications, mobile video, and traffic management.

The security systems industry is rapidly transitioning from analog to digital imaging technology. We are positioned to take advantage of this
transition through our array of innovative products and solutions marketed under our National Electronics�, Capture®, AudioTrak®, and Elite
National Electronics® brands. We expect to gain additional market share by marketing ourselves as a value-added service provider and
partnering with our other strategic business units to develop customized solutions as the transition to digital technology continues in the security
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Display Systems Group

Our Display Systems Group is a global provider of integrated display products and systems to the public information, financial, point-of-sale,
and medical imaging markets. The group works with leading hardware vendors to offer the highest quality liquid crystal display, plasma,
cathode ray tube, and customized display monitors. Our engineers design custom display solutions that include touch screens, protective panels,
custom enclosures, specialized finishes, application specific software, and privately branded products.

2
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The medical imaging market is transitioning from film-based technology to digital technology. Our medical imaging hardware partnership
program allows us to deliver integrated hardware and software solutions for this growing market by combining our hardware expertise in
medical imaging engineered solutions with our software partners� expertise in picture archiving and communications systems. Through such
collaborative arrangements, we are able to provide integrated workstation systems to the end user.

Our legacy business of supplying replacement cathode ray tubes continues to be an important market. We believe we are successful in supplying
replacement cathode ray tubes because of our extensive cross-reference capability. This database, coupled with custom mounting hardware
installed by us, enables us to provide replacement tubes for more than 200,000 products.

We have long-standing relationships with key manufacturers including 3M, Clinton Electronics, IBM, Intel, LG, NEC/Mitsubishi Displays,
Panasonic Industrial, Philips-FIMI, Planar Systems and Siemens Displays. We believe these relationships allow us to maintain a well-balanced
and technologically advanced line of products.

Business Strategies

We are pursuing a number of strategies designed to enhance our business and, in particular, to increase sales of engineered solutions. Our
strategies are to:

Capitalize on Engineering and Manufacturing Expertise. We believe that our success is largely attributable to our core engineering and
manufacturing competency and skill in identifying cost-competitive solutions for our customers, and we believe that these factors will be
significant to our future success. Historically, our primary business was the distribution and manufacture of electron tubes and we continue to be
a major supplier of these products. This business enabled us to develop manufacturing and design engineering capabilities. Today, we use this
expertise to identify engineered solutions for customers� applications�not only in electron tube technology but also in new and growing end
markets and product applications. We work closely with our customers� engineering departments which allows us to identify engineered
solutions for a broad range of applications. We believe our customers use our engineering and manufacturing expertise as well as our in depth
knowledge of the components best suited to deliver a solution that meets their performance needs cost-effectively.

Target Selected Niche Markets. We focus on selected niche markets that demand a high level of specialized technical service, where price is not
the primary competitive factor. These niche markets include wireless infrastructure, high power/high frequency power conversion, custom
display and digital imaging. In most cases, we do not compete against pure commodity distributors. We often function as an extension of our
customers� and vendors� engineering teams. Frequently, our customers use our design and engineering expertise to provide a product solution that
is not readily available from a traditional distributor. By utilizing our expertise, our customers and vendors can focus their engineering resources
on more critical core design and development issues.

Focus on Growth Markets. We are focused on markets we believe have high growth potential and which can benefit from our engineering and
manufacturing expertise and from our strong vendor relationships. These markets are characterized by substantial end-market growth and rapid
technological change. For example, the continuing demand for wireless communications is driving wireless application growth. Power
conversion demand continues to grow due to increasing system complexity and the need for intelligent, efficient power management. We also
see growth opportunities as security systems transition from analog to digital video recording and medical display systems transition from film
to digital imaging.
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Leverage Our Existing Customer Base. An important part of our growth is derived from offering new products to our existing customer base.
We support the migration of our Industrial Power Group customers from electron tubes to newer solid-state technologies. Sales of products other
than electron tubes represented
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approximately 83% of our sales in fiscal 2005 compared to 76% in fiscal 2000. In addition, our salespeople increase sales by selling products
from all strategic business units to customers who currently may only purchase from one strategic business unit and by selling engineered
solutions to customers who currently may only purchase standard components.

Growth and Profitability Strategies

Our long-range growth plan is centered around three distinct strategies by which we are seeking to maximize our overall profitability:

Focus on Internal Growth. We believe that, in most circumstances, internal growth provides the best means of expanding our business, both on a
geographic and product line basis. We believe there is increased outsourcing of engineering as companies focus on their own core competencies,
which we believe contributed to the increased demand for our engineered solutions. As technologies change, we plan to continue to capitalize on
our customers� need for design engineering. In fiscal 2005, we made sales to approximately 37,000 customers. We have developed internal
systems to capture forecasted product demand by potential design opportunity. This allows us to anticipate our customers� future requirements
and identify new product opportunities. In addition, we share these future requirements with our manufacturing suppliers to help them predict
near and long-term demand, technology trends and product life cycles.

Expansion of our product offerings is an ongoing program. In particular, the following areas have generated significant sales increases in recent
years: RF amplifiers; interconnect and passive devices; silicon controlled rectifiers; custom and medical monitors; and digital closed circuit
television security systems.

Reduce Operating Costs Through Continuous Operational Improvements. We constantly strive to reduce costs in our business through initiatives
designed to improve our business processes. Recently, we have embarked on a vigorous program in an effort to improve operating efficiencies
and asset utilization, with an emphasis on inventory control. Our incentive programs were revised in fiscal 2004 to heighten our managers�
commitment to these objectives. Since fiscal 2004, our strategic business units� goals are based on return on assets. Additional programs are
ongoing, including a significant investment in enterprise resource planning software during fiscal 2006.

Grow Through Acquisitions. We have an established record of acquiring and integrating businesses. Since 1980, we have acquired 35 companies
or significant product lines and continue to evaluate acquisition opportunities on an ongoing basis. We seek acquisitions that provide product
line growth opportunities by permitting us to leverage our existing customer base, expand the geographic coverage for our existing product
offerings, or add incremental engineering resources/expertise. Our most significant acquisitions over the past five years include:

� Celti (fiber optic communication�now part of our RF and Wireless Communications Group) in fiscal 2001;

� Aviv (design-in services for active and passive components�now part of our RF and Wireless Communications Group) in fiscal 2001;

� Sangus (RF and microwave applications�now part of our RF and Wireless Communications Group) in fiscal 2002; and

� Evergreen (power conversion�now part of our Industrial Power Group) in fiscal 2005.
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Effective June 1, 2005, we acquired A.C.T. Kern GmbH & Co. KG located in Germany (display technology�now part of our Display Systems
Group).
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Recent Developments

Appointment of Chief Financial Officer

On June 20, 2005, we announced that David J. DeNeve had been appointed Senior Vice President and Chief Financial Officer, replacing Kelly
Phillips who had held the position of Chief Financial Officer on an interim basis since April 4, 2005. Prior to joining the Company, Mr. DeNeve
was employed by Material Sciences Corporation as Vice President and Controller from April 2003 to March 2004, Vice President,
Finance�Engineered Materials and Solutions Group from November 2001 to April 2003, Vice President and Controller from March 2001 to
November 2001, and Controller from October 1996 to February 2001.

Identification of Material Weaknesses in Internal Control over Financial Reporting

Management conducted an assessment of the effectiveness of our internal control over financial reporting as of May 28, 2005 based on the
framework published by the Committee of Sponsoring Organizations of the Treadway Commission, Internal Control�Integrated Framework.
Management identified the following material weaknesses in our internal control over financial reporting as of May 28, 2005:

� Deficiencies in our control environment. We did not maintain effective company-level controls as defined in the Internal
Control�Integrated Framework published by the Committee of Sponsoring Organizations of the Treadway Commission.

� Inadequate controls associated with the accounting for income taxes. We did not employ personnel with the appropriate level of skill
and experience to prepare, document, and review our accounting for income taxes.

� Inadequate financial statement preparation and review procedures. We did not maintain adequate policies and procedures, or employ
sufficiently experienced personnel, to ensure that accurate and reliable interim and annual consolidated financial statements were
prepared and reviewed on a timely basis.

� Deficiency related to the application of accounting literature. We did not maintain adequate policies and procedures, or employ
sufficiently experienced personnel, to ensure appropriate application of Financial Accounting Standards Board Statement (SFAS) No.
52, Foreign Currency Translation.

As a result of the aforementioned material weaknesses, management concluded that we did not maintain effective internal control over financial
reporting as of May 28, 2005.

In order to remediate the material weaknesses identified in internal control over financial reporting and ensure the integrity of our financial
reporting processes, we have implemented or are in the process of implementing a number of measures.

In addition, we continue to emphasize the importance of establishing the appropriate environment in relation to accounting, financial reporting,
and internal control over financial reporting and the importance of identifying areas for improvement and to create and implement new policies
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and procedures where material weaknesses or significant deficiencies exist. Furthermore, in an effort to improve internal control over financial
reporting we have hired additional accounting expertise and have continued our use of external resources.

As a result of these material weaknesses, we concluded that we did not have effective disclosure controls and procedures as of May 28, 2005.

See �Risk Factors�Risks Related to Our Business�If we do not maintain effective internal control over financial reporting, we could be unable to
provide timely and reliable financial information� and �Experts.�
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Engagement of Ernst & Young LLP as Independent Registered Public Accounting Firm

On August 29, 2005, we, with the approval of our audit committee, notified Ernst & Young LLP (�E&Y�) of its selection as our independent
registered public accounting firm for the fiscal year ending June 3, 2006. E&Y�s engagement became effective on September 12, 2005,
coincident with the completion of E&Y�s client acceptance procedures and its acceptance of the engagement.

During each of our two most recent fiscal years and through the date of this report, we did not consult E&Y with respect to the application of
accounting principles to a specified transaction, either completed or proposed, or the type of audit opinion that might be rendered on our
consolidated financial statements, or other matters as set forth in Item 304(a)(2)(i) and (ii) of Regulation S-K.

E&Y previously served as our auditors from December 1981 until August 21, 2003, when KPMG LLP was engaged. As previously reported on
Forms 10-K/A filed on May 20, 2005 and January 30, 2004, we restated our fiscal 2003 and 2002 financial statements that previously had been
audited by E&Y. Accordingly, during our 2004 and 2005 fiscal years, E&Y performed audit procedures and audit-related discussions with our
regarding these restatements.

6
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The Offering

The summary below describes the principal terms of the notes. Certain of the terms and conditions described below are subject to important
limitations and exceptions. The �Description of the Notes� section of this prospectus contains a more detailed description of the terms and
conditions of the notes.

Issuer Richardson Electronics, Ltd.

Securities Offered Up to $44,683,000 aggregate principal amount of 7 3/4% Convertible Senior Subordinated
Notes due 2011.

Interest We will pay interest at 7 3/4% per year. Interest on the notes will accrue from February 15,
2005 or from the most recent date to which interest has been paid or duly provided for and will
be payable semi-annually in arrears on June 15 and December 15 of each year, beginning on
June 15, 2005. Interest will be computed on the basis of a 360-day year comprised of twelve
30-day months.

Maturity Date December 15, 2011.

Conversion The notes are convertible at the holders� option at any time prior to maturity into shares of our
common stock, initially at a conversion price of $18.00 per share, subject to adjustment upon
certain events.

Auto-Conversion We may elect to automatically convert the notes at any time on or after December 19, 2006 and
prior to maturity if the last reported sale price of the common stock has been at least 125% of
the conversion price for at least 20 trading days during any 30 day trading period ending within
five trading days prior to the date of the automatic conversion notice, provided that (x) this
registration statement is effective and available for use from the date we notify holders of the
automatic conversion through and including the earlier of the date of the automatic conversion
or the last date on which the registration statement registering the resale of such common stock
is required to be kept effective under the terms of the Registration Rights Agreement, or (y) the
common stock issuable upon conversion may be sold pursuant to Rule 144 under the Securities
Act.

Adjustments to the Conversion Price The conversion price of the notes will be subject to adjustment under certain circumstances,
including the payment of dividends on our common stock in cash in excess of $0.16 per share
per year or in additional shares of common stock or other capital stock.

Optional Redemption We may redeem some or all of the notes on or after December 19, 2006 and prior to December
19, 2007, at 100% of the principal amount, plus accrued and unpaid interest, to, but excluding,
the applicable redemption date if the last reported sale price of the common stock has been at
least 125% of the conversion price for at least 20 trading days during any 30 day trading period
ending on the date of mailing the redemption notice. We may redeem some or all of the notes
at any time on or after December 19, 2007 at 100% of the principal amount, plus accrued and
unpaid interest to, but excluding, the applicable redemption date.
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Repurchase at Holder�s Option upon Certain
Events

Upon a change of control, as defined in �Description of the Notes�Repurchase at Option of
Holder,� holders may require us to repurchase their notes in cash at a price equal to 101% of the
principal amount plus accrued and unpaid interest to, but excluding, the applicable repurchase
date. We may elect to pay the repurchase price in cash, shares of our common stock or any
combination of cash and shares of our common stock.

Ranking The notes are unsecured senior subordinated obligations and are subordinated in right of
payment to any existing and future senior indebtedness and structurally subordinated to the
indebtedness and other liabilities of our subsidiaries.

Trading Currently, there is no public market for the notes, and we cannot assure you that any such
market will develop. The notes will not be listed on any securities exchange or included in any
automated quotation system. Our common stock is traded on the Nasdaq National Market
under the symbol �RELL�.

Sinking Fund None.

Use of Proceeds The net proceeds from the sale of the notes or the shares of common stock covered by this
prospectus will be received by the selling holders. We will not receive any of the proceeds from
any sale by any selling holder of the notes or the shares of common stock covered by this
prospectus.

Book-Entry Form The notes were issued in book-entry form and are represented by permanent global certificates
deposited with, or on behalf of, the Depository Trust Company, or DTC, and registered in the
name of a nominee of DTC. Beneficial interests in any of the securities are shown on, and
transfers are effected only through, records maintained by DTC or its nominee and any such
interest may not be exchanged for certificated securities, except in limited circumstances. See
�Description of the Notes�Book-Entry Securities.�

Risk Factors An investment in the notes involves a high degree of risk. See �Risk Factors� beginning on page
12 for a discussion of certain factors that you should consider when evaluating an investment in
the notes and the underlying common stock.
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Summary Selected Consolidated Financial Information

The following table contains summary selected consolidated financial information as of and for the fiscal years ended May 31, 2003, May 29,
2004 and May 28, 2005. The summary selected consolidated financial information as of May 29, 2004 and May 28, 2005 and for the fiscal years
ended May 31, 2003, May 29, 2004 and May 28, 2005, are derived from our audited financial statements contained elsewhere in this prospectus.
The summary selected consolidated financial data should be read in conjunction with �Management�s Discussion and Analysis of Financial
Condition and Results of Operations� and our consolidated financial statements and notes to those consolidated financial statements contained
elsewhere in this prospectus. Historical results are not necessarily indicative of results to be expected in the future.

Fiscal Year Ended(1)

May 31,
2003(2)

May 29,
2004(3)

May 28,

2005(4)

(In thousands, except per share
amounts)

Statement of Operations Data:
Net sales(5) $ 464,381 $ 519,823 $ 578,724
Cost of products sold 365,427 392,117 441,817

Gross margin 98,954 127,706 136,907
Selling, general and administrative expenses(5) 100,613 108,299 128,733
(Gain) loss on disposal of assets(6) �  579 (9,918)
Other expense, net 9,700 10,258 7,538

Income (loss) before income taxes and cumulative effect of accounting change (11,359) 8,570 10,554
Income tax provision (benefit) (2,370) 2,537 21,865

Income (loss) before cumulative effect of accounting change (8,989) 6,033 (11,311)
Cumulative effect of accounting change, net of tax(7) (17,862) �  �  

Net income (loss) $ (26,851) $ 6,033 $ (11,311)

Income (loss) per share�basic:
Before cumulative effect of accounting change $ (.65) $ .43 $ (.67)
Cumulative effect of accounting change, net of taxes (1.29) �  �  

Net income (loss) per share�basic $ (1.94) $ .43 $ (.67)

Income (loss) per share�diluted:
Before cumulative effect of accounting change $ (.65) $ .42 $ (.67)
Cumulative effect of accounting change, net of taxes (1.29) �  �  

Net income (loss) per share�diluted $ (1.94) $ .42 $ (.67)

Dividends per common share(8) $ .16 $ .16 $ .16
Weighted-average number of common shares outstanding:(9)

Basic 13,809 14,040 16,942
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Diluted 13,809 14,418 16,942
Other Data:
Interest expense $ 10,352 $ 10,257 $ 8,903
Investment income 124 227 388
Depreciation & amortization 5,364 5,231 5,355
Capital expenditures 6,125 5,434 7,086
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As of(1)

May 31,
2003

May 29,
2004

May 28,

2005

(In thousands unless otherwise stated)

Balance Sheet Data:
Cash and cash equivalents $ 16,874 $ 16,927 $ 24,530
Working capital 179,303 174,369 159,326
Property, plant and equipment, net 31,088 30,589 31,821
Total assets 267,408 282,945 287,818
Current maturities of long-term debt 46 4,027 22,305
Long-term debt 138,396 133,813 98,028
Stockholders� equity 78,821 88,167 104,048

(1) We account for our results of operations on a 52/53 week year, ending the fiscal year on the Saturday nearest May 31.
(2) In the fourth quarter of fiscal 2003, we recorded a $16.1 million charge ($10.3 million net of tax) principally related to inventory

write-downs and restructuring charges, including a $1.7 million restructuring charge to selling, general and administrative expenses as we
eliminated over 70 positions or approximately 6% of our workforce. In addition, we recorded incremental tax provisions of $1.6 million to
establish a valuation allowance related to our deferred tax assets outside the United States.

(3) We recorded incremental tax provisions of $2.5 million in fiscal 2004 to increase the valuation allowance related to our deferred tax assets
outside the United States.

(4) In the third quarter of fiscal 2005, we recorded a $2.2 million restructuring charge to selling, general and administrative expenses as we
terminated over 60 employees. In addition, we recorded incremental tax provisions of $13.1 million in fiscal 2005 to increase the valuation
allowance related to our deferred tax assets in the United States ($12.3 million) and outside the United States ($0.8 million).

(5) We reclassified customer discounts from selling, general and administrative expenses to net sales for fiscal 2004 and 2003 to conform to the
fiscal 2005 presentation.

(6) In the fourth quarter of fiscal 2005, we completed the sale of approximately 205 acres of undeveloped real estate adjoining our headquarters
in La Fox, Illinois, resulting in a gain of $9.9 million before taxes.

(7) In the second quarter of fiscal 2003, we adopted SFAS 142, �Goodwill and Other Intangible Assets� and as a result recorded a cumulative
effect adjustment of $17.9 million net of tax of $3.7 million to write off impaired goodwill. Additionally, effective at the beginning of fiscal
2003, we no longer amortized goodwill.

(8) The dividend per class B common share was 90% of the dividend per common share.
(9) The weighted-average number of common shares outstanding includes 3,207, 3,168 and 3,120 class B common shares for the fiscal years

ended May 31, 2003, May 29, 2004, and May 28, 2005 respectively.
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Ratio of Earnings to Fixed Charges

The following table shows the ratio of our earnings to fixed charges for the periods indicated. We have computed these by dividing earnings
available for fixed charges (income (loss) before cumulative effect of accounting change and income taxes plus fixed charges) by fixed charges
(interest expense plus that portion of rental expenses deemed to represent interest).

For the Fiscal Year Ended(1)

June 2,
2001

June 1,
2002(2)

May 31,
2003(3)

May 29,
2004

May 28,
2005(4)

(In thousands unless otherwise stated)
(Unaudited)

Fixed charges:
Interest expense $ 11,146 $ 12,386 $ 10,352 $ 10,257 $ 8,903
Estimate of the interest within rental expense 1,052 1,101 1,222 1,155 1,389

Total fixed charges 12,198 13,487 11,574 11,412 10,292

Earnings:
Income (loss) before cumulative effect of accounting change 16,245 (11,331) (8,989) 6,033 (11,311)
Add fixed charges 12,198 13,487 11,574 11,412 10,292

Total $ 28,443 $ 2,156 $ 2,585 $ 17,445 $ (1,019)

Ratio of earnings to fixed charges 2.3 �  (5) �  (5) 1.5 �  (5)
Dollar amount of the deficiency �  11,331 8,989 �  11,311

(1) We account for our results of operations on a 52/53 week year, ending the fiscal year on the Saturday nearest May 31.
(2) In the third quarter of fiscal 2002, we recorded a $4.6 million loss ($2.9 million, net of tax) related to the disposition of our medical

glassware business. In the fourth quarter of fiscal 2002, we recorded a $15.3 million charge ($9.8 million net of tax) primarily related to
inventory obsolescence.

(3) In the fourth quarter of fiscal 2003, we recorded a $16.1 million charge ($10.3 million net of tax) principally related to inventory
write-downs and restructuring charges, including a $1.7 million restructuring charge to selling, general and administrative expenses as we
eliminated over 70 positions or approximately 6% of our workforce. In addition, we recorded incremental tax provisions of $1.6 million to
establish a valuation allowance related to our deferred tax assets outside the United States.

(4) In the third quarter of fiscal 2005, we recorded a $2.2 million restructuring charge to selling, general and administrative expenses as we
terminated over 60 employees. In addition, we recorded incremental tax provisions of $13.1 million in fiscal 2005 to increase the valuation
allowance related to our deferred tax assets in the United States ($12.3 million) and outside the United States ($0.8 million).

(5) Due to losses in fiscal 2002, fiscal 2003, and fiscal 2005, earnings were insufficient to cover fixed charges in the amounts indicated.
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RISK FACTORS

You should carefully consider each of the following risks and all of the other information included in this prospectus before deciding to invest in
the notes offered by this prospectus. Some of the risks relate to the notes. Some of the risks relate principally to our business in general and the
industry in which we operate. Other risks relate principally to the securities market and ownership of our common stock issuable upon
conversion of the notes.

Further, these risks are not exhaustive. Other sections of this Prospectus may include additional factors, which could adversely affect our
business and financial performance. Moreover, we operate in a very competitive and rapidly changing environment. New risk factors emerge
from time to time and it is not possible for us to predict all such risk factors, nor can we assess the impact of all such risk factors on our business
or the extent to which any factor or combination of factors, may cause future actual results to differ materially from those contained in any
historical or forward-looking statements.

Risks Related to Our Business

We have had significant operating and net losses in the past and may have future losses.

We reported net losses of approximately $11.3 million in fiscal 2002, $26.9 million in fiscal 2003, and $11.3 million in fiscal 2005 and we
cannot assure you that we will not experience operating losses and net losses in the future. We may continue to lose money if our sales do not
continue to increase or our expenses are not reduced. We cannot predict the extent to which sales will continue to increase across our businesses
or how quickly our customers will consume their inventories of our products.

We maintain a significant investment in inventory and have incurred significant charges for inventory obsolescence and overstock, and
may incur similar charges in the future.

We maintain significant inventories in an effort to ensure that customers have a reliable source of supply. The market for many of our products
is characterized by rapid change as a result of the development of new technologies, particularly in the semiconductor markets served by our RF
and Wireless Communications Group, evolving industry standards, and frequent new product introductions by some of our customers. We do
not have many long term supply contracts with our customers. Generally, our product sales are made on a purchase-order basis, which permits
our customers to reduce or discontinue their purchases. If we fail to anticipate the changing needs of our customers and accurately forecast their
requirements, our customers may not continue to place orders with us and we may accumulate significant inventories of products which we will
be unable to sell or return to our vendors, or which may decline in value substantially.

In fiscal 2002, we recorded a pre-tax provision for inventory obsolescence and overstock of $15.3 million, or $9.8 million net of tax, due to an
industrywide decline in sales, a prolonged recovery period, and changes in our mix of business toward higher technology products, particularly
in the telecommunications market. In fiscal 2003, we recorded an additional pre-tax provision of $13.8 million, or $8.8 million net of tax,
primarily for inventory obsolescence, overstock, and shrinkage, to write down inventory to net realizable value as we sought to align our
inventory and cost structure to then current sales levels amid continued economic slowdown and limited visibility. While we did not incur any
material provisions for inventory in fiscal 2004, incremental inventory write-down charges of $0.9 million were recorded during fiscal 2005
when we implemented restructuring actions and certain product lines were discontinued. We cannot assure you that we will not incur such
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charges in the future.

If we do not maintain effective internal controls over financial reporting, we could be unable to provide timely and reliable financial
information.

As disclosed in �Summary�Recent Developments�Identification of Material Weaknesses in Internal Control over Financial Reporting,� we had
discovered deficiencies, including material weaknesses, in our
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internal control over financial reporting. While we are taking immediate steps to correct our internal control weaknesses, the material
weaknesses that have been discovered will not be considered remediated until the new and improved internal controls are in place for a period of
time, are tested and it is concluded that such new and improved internal controls are operating effectively. Pending the successful completion of
such testing, we will perform mitigating procedures relating to our internal control weaknesses. If we fail to remediate any material weaknesses,
we could be unable to provide timely and reliable financial information, which could have a material adverse effect on our business, results of
operations, or financial condition. Furthermore, it is uncertain what impact an adverse opinion or a disclaimed opinion regarding internal
controls would have upon our stock price or business.

Because we derive a significant portion of our revenue by distributing products designed and manufactured by third parties, we may be
unable to anticipate changes in the marketplace and, as a result, could lose market share.

Our business is driven primarily by customers� needs and demands for new products and/or enhanced performance, and by the products
developed and manufactured by third parties. Because we distribute products developed and manufactured by third parties, our business would
be adversely affected if our suppliers fail to anticipate which products or technologies will gain market acceptance or if we cannot sell these
products at competitive prices. We cannot be certain that our suppliers will permit us to distribute their newly developed products, or that such
products will meet our customers� needs and demands. Additionally, because some of our principal competitors design and manufacture new
technology, those competitors may have a competitive advantage over us. To successfully compete, we must maintain an efficient cost structure,
an effective sales and marketing team and offer additional services that distinguish us from our competitors. Failure to execute these strategies
successfully could harm our results of operations.

We have exposure to economic downturns and operate in cyclical markets.

As a supplier of electronic components and services to a variety of industries, we can be adversely affected by general economic downturns. In
particular, demand for the products and services of our RF and Wireless Communications Group is dependent upon capital spending levels in the
telecommunications industry and demand for products and services of our Industrial Power Group is dependent upon capital spending levels in
the manufacturing industry, including steel, automotive, textiles, plastics, semiconductors, and broadcast, as well as the transportation industry.
Many of our customers delay capital projects during economic downturns. Accordingly, our operating results for any particular period are not
necessarily indicative of the operating results for any future period. The markets served by our businesses have historically experienced
downturns in demand that could harm our operating results. Future economic downturns could be triggered by a variety of causes, including
outbreaks of hostilities, terrorist actions, or epidemics in the United States or abroad.

We have significant debt, which could limit our financial resources and ability to compete and may make us more vulnerable to adverse
economic events.

At May 28, 2005, our total debt was approximately $120.3 million, including its outstanding convertible debentures and convertible notes. We
have incurred and will likely continue to incur indebtedness to fund potential future acquisitions, for strategic initiatives, to purchase inventory,
and for general corporate purposes. Although we believe that the cash flow generated by our continuing operations, supplemented as necessary
with funds available under credit arrangements is sufficient to meet our repayment obligations for the fiscal year ended June 3, 2006, we cannot
ensure that this will be the case. However, we will need to raise additional capital through debt or equity financings, asset sales, or other sources
to refinance the remaining $22.3 million aggregate principal amount of the 8 1/4% and 7 1/4% convertible debentures by June 2006, as required
by our amended credit agreement. Our incurrence of additional indebtedness could have important consequences. For example, it could:
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� require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness, thereby reducing the
availability of our cash flow to fund working capital, capital expenditures, acquisitions, engineering efforts, and other general
corporate purposes, as well as to pay dividends;

� limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;

� place us at a competitive disadvantage relative to our competitors who have less debt; or

� limit, along with the financial and other restrictive covenants in our indebtedness, our ability to borrow additional funds which could
affect our ability to make future acquisitions, among other things.

Our ability to service our debt and meet our other obligations depends on a number of factors beyond our control.

At May 28, 2005, our total debt was approximately $120.3 million, resulting in a debt-to-equity ratio of 116%, and primarily consisted of:

� $4.8 million aggregate principal amount of our 7 1/4% debentures, which bear interest at a rate of 7 1/4% per year payable on June 15
and December 15 and mature on December 15, 2006 (our amended credit agreement requires refinancing by June 10, 2006);

� $17.5 million aggregate principal amount of our 8 1/4% debentures, which bear interest at a rate of 8 1/4% per year payable on June 15
and December 15 and mature on June 15, 2006 (our amended credit agreement requires refinancing by June 10, 2006);

� $44.7 million aggregate principal amount of our 7 3/4% debentures, which bear interest at a rate of 7 3/4% per year payable on June 15
and December 15 and mature on December 15, 2011; and

� $53.3 million principal amount of indebtedness under our amended credit agreement, which matures on October 29, 2009, bears
interest at London Interbank Offered Rate (LIBOR), plus a margin varying with certain financial performance criteria. The interest
rate was 4.56% at May 28, 2005.

The debt-to-equity ratio has been calculated based on our balance sheet dated May 28, 2005.

Our ability to service our debt and meet our other obligations as they come due is dependent on our future financial and operating performance.
This performance is subject to various factors, including factors beyond our control such as changes in global and regional economic conditions,
changes in our industry or the end markets for our products, changes in interest or currency exchange rates, inflation in raw materials, energy
and other costs. Pursuant to the requirements of our amended and restated credit facility, the remaining $22.3 million aggregate principal amount
of the 8 1/4% debentures and 7 1/4% debentures must be refinanced in June 2006. We are actively considering alternative means of meeting this
obligation and are in discussions with financial advisors assisting us in this matter. However, we cannot ensure that we will have the ability to
refinance the convertible debentures by June 2006 successfully or with favorable commercial terms.

If our cash flow and capital resources are insufficient to enable us to service our debt and meet these obligations as they become due, we could
be forced to:
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� reduce or delay capital expenditures;

� sell assets or businesses;

� limit or discontinue, temporarily or permanently, business plans or operations;

� obtain additional debt or equity financing; or

� restructure or refinance debt.

14

Edgar Filing: RICHARDSON ELECTRONICS LTD/DE - Form S-1/A

Table of Contents 31



Table of Contents

We cannot ensure the timing of these actions or the amount of proceeds that could be realized from them. Accordingly, we cannot ensure that we
will be able to meet our debt service and other obligations as they become due or otherwise.

Our success depends on our executive officers and other key personnel.

Our future success depends to a significant degree on the skills, experience and efforts of our executive officers and other key personnel. The
loss of the services of any of our executive officers, particularly Mr. Richardson, our chairman of the board and chief executive officer, or Bruce
W. Johnson, our president and chief operating officer, could significantly harm our business and results of operations.

Our future success will also depend on our ability to attract and retain qualified personnel, including technical and engineering personnel.
Competition for such personnel is intense and we cannot assure you that we will be successful in retaining or attracting such persons. The failure
to attract and retain qualified personnel could significantly harm our operations.

Our amended and restated credit facility and the indentures for our outstanding debentures impose restrictions with respect to various
business matters.

Our amended and restated credit facility contains numerous restrictive covenants that limit the discretion of management with respect to certain
business matters. These covenants place restrictions on, among other things, our ability to incur additional indebtedness, to create liens or other
encumbrances, to pay dividends or make other payments in respect of our shares of common stock and Class B common stock, to engage in
transactions with affiliates, to make certain payments and investments, to merge or consolidate with another entity, and to repay indebtedness
junior to indebtedness under the amended credit agreement. The amended and restated credit facility also contains a number of financial
covenants that require us to meet certain financial ratios and tests relating to, among other things, tangible net worth, a borrowing base, senior
funded debt to cash flow, and annual debt service coverage. In addition, the indentures for our outstanding debentures contain covenants that
limit, among other things, our ability to pay dividends or make other payments in respect of our shares of common stock and Class B common
stock and merge or consolidate with another entity. If we fail to comply with the obligations in the amended and restated credit facility and
indentures, it could result in an event of default under those agreements. If an event of default occurs and is not cured or waived, it could result
in acceleration of the indebtedness under those agreements, any of which could significantly harm our business and financial condition.

We were not in compliance with one of the financial covenants of our amended and restated credit facility for the quarter ended
May 28, 2005, and may not be able to comply with these financial covenants in the future.

For the quarter ended May 28, 2005, we were not in compliance with our amended and restated credit facility covenant with respect to the fixed
charge coverage ratio. On August 24, 2005, we received a waiver from our lenders for the default and executed an amendment to the amended
and restated credit facility. The amendment changed the maximum permitted leverage ratios and the minimum required fixed charge coverage
ratios for each of the first three quarters of fiscal 2006 to provide us additional flexibility for these periods. However, in the future we may not be
able to comply with the fixed charge coverage ratio, or any other financial covenants. Our ability to comply with these provisions of our
amended and restated credit facility may be affected by changes in the economic or business conditions or other events beyond our control.

In the event that we fail to meet a financial covenant in the future, we may not be able to obtain the necessary waivers or amendments to remain
in compliance with our amended and restated credit facility and our lenders may declare a default and cause all of our outstanding indebtedness
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under our amended and restated credit facility to become immediately due and payable. If we are unable to repay any borrowings when due, the
lenders under our amended and restated credit facility could proceed against their collateral, which includes most of the assets we own. In
addition, any default under our amended and restated credit facility could lead to an acceleration of debt under other debt instruments that
contain cross acceleration or cross-default provisions. If
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the indebtedness under our amended and restated credit facility and our other debt instruments is accelerated, we may not have sufficient assets
to repay amounts due under our amended and restated credit facility or indebtedness under our other debt instruments. See �Management�s
Discussion and Analysis of Financial Condition and Results of Operations�Liquidity and Capital Resources� and �Description of Certain Other
Indebtedness�Amended and Restated Revolving Credit Facility.�

Recent changes in accounting standards regarding stock option plans could limit the desirability of granting stock options, which could
harm our ability to attract and retain employees, and could also negatively impact our results of operations.

On December 16, 2004, the Financial Accounting Standards Board issued FASB Statement No. 123(R), Share Based Payment, which requires
all companies to treat the fair value of stock options granted to employees as an expense. As a result of FAS 123(R), we and other companies are
required to record a compensation expense equal to the fair value of each stock option granted. This change in accounting standards reduces the
attractiveness of granting stock options because of the additional expense associated with these grants, which would negatively impact our
results of operations. For example, our recorded net loss of $11.3 million in fiscal 2005 would have increased by $1.4 million, to a net loss of
$12.7 million, and our recorded net income of $6.0 million in fiscal 2004 would have decreased by $1.0 million, to net income of $5.0 million.
Nevertheless, stock options are an important employee recruitment and retention tool, and we may not be able to attract and retain key personnel
if we reduce the scope of our employee stock option program. Accordingly, as a result of the requirement to expense stock option grants, our
future results of operations would be negatively impacted, as would our ability to use stock options as an employee recruitment and retention
tool.

We face intense competition in the markets we serve and, if we do not compete effectively, we could significantly harm our operating
results.

We face substantial competition in our markets. We face competition from hundreds of electronic component distributors of various sizes,
locations, and market focuses as well as original equipment manufacturers, in each case for new products and replacement parts. Some of our
competitors have significantly greater resources and broader name recognition than us. As a result, these competitors may be better able to
withstand changing conditions within our markets and throughout the economy as a whole. In addition, new competitors could enter our
markets.

Engineering capability, vendor representation and product diversity create segmentation among distributors. Our ability to compete successfully
will depend on our ability to provide engineered solutions, maintain inventory availability and quality, and provide reliable delivery at
competitive prices.

To the extent we do not keep pace with technological advances or fail to timely respond to changes in competitive factors in our industry, we
could lose market share or experience a decline in our revenue and net income. In addition, gross margins in the businesses in which we compete
have declined in recent years due to competitive pressures and may continue to decline.

We may not be able to continue to make the acquisitions necessary for us to realize our growth strategy or integrate acquisitions
successfully.
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One of our growth strategies is to increase our sales and expand our markets through acquisitions. Since 1980, we have acquired 35 companies
or significant product lines and we expect to continue making acquisitions if appropriate opportunities arise in our industry. We may not be able
to identify and successfully negotiate suitable acquisitions, obtain financing for future acquisitions on satisfactory terms, or otherwise complete
future acquisitions. Furthermore, we may compete for acquisition and expansion opportunities with companies that have substantially greater
resources than us.

Following acquisitions, our acquired companies may encounter unforeseen operating difficulties and may require significant financial and
managerial resources that would otherwise be available for the ongoing
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development or expansion of our existing operations. If we are unable to successfully identify acquisition candidates, complete acquisitions, and
integrate the acquired businesses with our existing businesses, our business, results of operations, and financial condition may be materially and
adversely affected and we may not be able to compete effectively within our industry.

If we do not continue to reduce our costs, we may not be able to compete effectively in our markets.

The success of our business depends, in part, on our continuous reduction of costs. The electronic component industries have historically
experienced price erosion and will likely continue to experience such price erosion. If we are not able to reduce our costs sufficiently to offset
future price erosion, our operating results will be adversely affected. We have recently engaged in various cost-cutting and other initiatives
intended to reduce costs and increase productivity. In fiscal 2005, we recorded a $2.2 million restructuring charge as we eliminated over 60
positions or approximately 5% of our workforce. We cannot assure you that we will not incur further charges for restructuring as we continue to
seek cost reduction initiatives. Alternatively, we cannot assure you that we will be able to continue to reduce our costs.

Our Industrial Power Group is dependent on a limited number of vendors to supply us with essential products.

Electron tubes and certain other products supplied by our Industrial Power Group are currently produced by a relatively small number of
manufacturers. Our future success will depend, in large part, on maintaining current vendor relationships and developing new relationships. We
believe that vendors supplying products to some of the product lines of our Industrial Power Group are consolidating their distribution
relationships or exiting the business. The five largest suppliers to the Industrial Power Group by percentage of overall Industrial Power Group
purchases in fiscal 2005 were Advanced Power Technology Inc., Communications & Power Industries, Inc., Cornell Dubilier Electronics,
Covimag S.A., and New Japan Radio Co. Ltd. These suppliers accounted for approximately 56% of the overall Industrial Power Group
purchases in fiscal 2005. The loss of one or more of our key vendors and the failure to find new vendors could significantly harm our business
and results of operations. We have in the past and may in the future experience difficulties obtaining certain products in a timely manner. The
inability of suppliers to provide us with the required quantity or quality of products could significantly harm our business.

Economic, political and other risks associated with international sales and operations could adversely affect our business.

In fiscal 2005, approximately 58.8% of our sales were made outside the U.S. and 24.9% of our purchases of products were from suppliers
located outside the U.S. We anticipate that we will continue to expand our international operations to the extent that suitable opportunities
become available. Accordingly, our future results of operations could be harmed by a variety of factors which are not present for companies with
operations and sales solely within the United States, including:

� changes in a specific country�s or region�s political or economic conditions, particularly in emerging markets, including the possibility
of military action or other hostilities and confiscation of property;

� increases in trade protection measures and import or export licensing requirements;

� changes in tax laws and international tax treaties;
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� restrictions on our ability to repatriate investments and earnings from foreign operations;

� difficulty in staffing and managing widespread operations;

� differing labor regulations;

� differing levels of protection of intellectual property;

� changes in regulatory requirements;

� shipping costs and delays; or

� difficulties in accounts receivable collection.
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If any of these risks materialize, we could face substantial increases in costs, the reduction of profit, and the inability to do business.

We are exposed to foreign currency risk.

We expect that international sales will continue to represent a significant percentage of our total sales, which expose us to currency exchange
rate fluctuations. Since the revenues and expenses of our foreign operations are generally denominated in local currencies, exchange rate
fluctuations between local currencies and the U.S. dollar subject us to currency exchange risks with respect to the results of our foreign
operations to the extent we are unable to denominate our purchases or sales in U.S. dollars or otherwise shift to our customers or suppliers the
risk of currency exchange rate fluctuations. We currently do not engage in any significant currency hedging transactions. Fluctuations in
exchange rates may affect the results of our international operations reported in U.S. dollars and the value of such operations� net assets reported
in U.S. dollars. Additionally, our competitive position may be affected by the relative strength of the currencies in countries where our products
are sold. We cannot predict whether foreign currency exchange risks inherent in doing business in foreign countries will have a material adverse
effect on our operations and financial results in the future.

Because we generally do not have long-term contracts with our vendors, we may experience shortages of products that could harm our
business and customer relationships.

We generally do not have long-term contracts or arrangements with any of our vendors that guarantee product availability. We cannot assure you
that our vendors will meet our future requirements for timely delivery of products of sufficient quality or quantity. Any difficulties in the
delivery of products could harm our relationships with customers and cause us to lose orders that could result in a material decrease in our
revenues. Further, we compete against certain of our vendors and our relationships with those vendors could be harmed as a result of this
competition.

We may have underpaid taxes in a foreign country where we have operations.

We have been informed by one of our foreign subsidiaries that its records may not be adequate to support the taxable revenues and deductions
included within income tax returns previously filed. At this time, we have not received notification from any tax authority regarding this matter.
We will continue to investigate this matter and take the appropriate actions necessary to minimize any potential liability. As of September 15,
2005, we have not developed or obtained specific and definitive information sufficient to reasonably confirm the existence of a tax liability,
determined a reasonable range of a potential liability, or otherwise evaluated any exposure to us. Although it is difficult to determine the ultimate
exposure due to the lack of sufficient information, an unfavorable outcome may be material to the consolidated financial statements.

Risks Related to Owning Our Notes

Your right to receive payment on the notes is unsecured and subordinate to amounts outstanding under our amended credit agreement
and any senior indebtedness we may incur in the future.
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The notes are subordinate to amounts outstanding under our amended credit agreement. As of May 28, 2005, the aggregate amount of our senior
indebtedness was $53,357,909. In addition, the terms of the notes do not limit the amount of additional senior indebtedness we can create, incur,
assume or guarantee on and after December 19, 2006. Upon any distribution of our assets upon any insolvency, dissolution or reorganization, the
payment of principal and interest on our senior indebtedness will have priority over the payment of principal and interest on the notes. There
may not be sufficient assets remaining to pay amounts due on any or all of the notes after we have made payment of principal and interest on the
senior indebtedness. In addition, the notes are structurally subordinate to any indebtedness of our subsidiaries. Any right of ours to receive assets
of any of our subsidiaries upon its insolvency, dissolution or reorganization and the dependant right of holders of our notes to have rights in
those assets, will be subject to the prior claim of any creditors of that subsidiary. As of May 28, 2005, our subsidiaries had $17,621,347 of
indebtedness, excluding indebtedness that is also Senior Indebtedness (as defined in �Description of the Notes�Subordination).
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Our amended credit agreement imposes significant operating and financial restrictions that may prevent us from repurchasing the
notes upon a change of control.

Upon a change of control, the indenture for the notes requires us to repurchase all notes tendered for repurchase. We cannot assure you that we
will be able to repurchase the notes as required. Our amended credit agreement imposes significant operating and financial restrictions on us.
These restrictions include limitations on our ability to redeem or repurchase outstanding debt that is subordinate to borrowings under the credit
agreement. As a result of these restrictions, we may not be able to repurchase our notes without being in default under our amended credit
agreement.

Your ability to sell the notes may be limited by the absence of an active trading market.

The notes were issued in February 2005 in an aggregate principal amount of $44,683,000 and there is no public market for the notes. We do not
presently intend to apply for the listing of the notes on any securities exchange or for inclusion in the automated quotation system of the National
Association of Securities Dealers, Inc. An issue of securities with a smaller float may be more volatile in price than a comparable issue of
securities with a greater float. Accordingly, we cannot assure you as to:

� the depth and liquidity of any trading market for our notes that may develop;

� your ability to sell the notes; or

� the price at which you would be able to sell the notes.

If a trading market does develop, the notes could trade at prices that may be higher or lower than the principal amount or purchase price,
depending on many factors, including prevailing interest rates, the market for similar debt securities, our financial performance and our stock
price. No one is obligated to make a market in the notes. In addition, any market making activities will be subject to the limits imposed by the
Securities Act and the Securities Exchange Act of 1934, as amended, which we refer to as the �Exchange Act.�

We may be unable to generate sufficient cash flow from which to make payments on the notes.

Our ability to pay interest on the notes depends on our ability to generate sufficient cash flow. We cannot assure you that we will be able to
generate sufficient cash flow to service the notes and our existing indebtedness. In addition, at maturity, the aggregate principal amount will
become due and payable. At maturity, we may not have sufficient funds to pay the aggregate principal amount of the notes then outstanding. If
we do not have sufficient funds and cannot arrange for additional financing, we will be unable to pay our obligations under the notes and will
default under the indenture. Any default on the notes constitutes a default under the amended credit agreement, resulting in an acceleration of the
repayment obligations for amounts borrowed under that agreement. If an acceleration of the amended credit agreement repayment obligations
occurs, that indebtedness would be repaid prior to any repayment of amounts owed on the notes, see the risk factor above under the heading
�Your right to receive payment on the notes is unsecured and subordinate to amounts outstanding under our amended credit agreement and any
senior indebtedness we may incur in the future.�
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The notes may not be rated or may receive a rating that is lower than expected.

We believe that it is unlikely that the notes will be rated. However, if one or more rating agencies rates the notes and assigns the notes a rating
lower than the rating expected by investors, or reduces the rating of the notes in the future, the market price of the notes may decline.

There are no restrictive covenants in the indenture governing the notes relating to our ability to incur future indebtedness.

The indenture governing the notes does not contain any financial or operating covenants or restrictions on the payment of dividends, incurrence
of indebtedness, transactions with affiliates, incurrence of liens, or the issuance or repurchase of securities by us or any of our subsidiaries. We,
therefore, may incur additional debt, including secured indebtedness or indebtedness by, or other obligations of, our subsidiaries to which the
notes
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would be structurally subordinate. A higher level of indebtedness increases the risk that we may default on our indebtedness. We cannot assure
you that we will be able to generate sufficient cash flow to pay the interest on our indebtedness or that future working capital, borrowings or
equity financing will be available to pay or refinance such indebtedness.

Before conversion, holders of the notes will not be entitled to any shareholder rights, but will be subject to all changes affecting our
shares.

If you hold notes, you will not be entitled to any rights with respect to shares of our common stock, including voting rights and rights to receive
dividends or distributions. However, the common stock you receive upon conversion of your notes will be subject to all changes affecting our
common stock. Except for limited cases under the adjustments to the conversion price, you will be entitled only to rights that we may grant with
respect to shares of our common stock if and when we deliver shares to you upon your election to convert your notes into shares. For example, if
we seek approval from shareholders for a potential merger, or if an amendment is proposed to our articles of incorporation of by-laws that
requires shareholder approval, holders of notes will not be entitled to vote on the merger or amendment.

Risks Related to Owning Our Common Stock

Holders of common stock have fewer voting rights than the holders of our Class B common stock, the principal holder of which is our
chairman of the board and chief executive officer, Mr. Richardson.

The holders of common stock are entitled to only one vote per share, while holders of Class B common stock are entitled to ten votes per share.
Edward J. Richardson, our chairman of the board and chief executive officer, holds 99.6% of the outstanding Class B common stock as of
August 23, 2005. Because of its voting power, the Class B common stock controls 68.4% of our outstanding voting power. Holders of common
stock and Class B common stock generally vote together as a single class on all matters except as otherwise required by Delaware law. As a
result of their voting power, the holders of Class B common stock can control the outcome of any such stockholder vote. See �Description of Our
Capital Stock�Common Stock� and ��Class B Common Stock.�

We are controlled by Mr. Richardson, and his interests may differ from ours and the interests of our other securityholders.

Because of Mr. Richardson�s voting power, he has the ability to elect our board of directors and to control any merger, consolidation or sale of all
or substantially all of our assets. This control could prevent or discourage any unsolicited acquisition of us and consequently could prevent an
acquisition favorable to other stockholders. Mr. Richardson may consider not only the short-term and long-term impact of operating decisions on
us, but also the impact of such decisions on himself.

Future sales of shares of our common stock may depress the price of our common stock.

Our board of directors has the authority, without action or the vote of our stockholders, to issue any or all authorized but unissued shares of our
common stock, including securities convertible into or exchangeable for our common stock, and authorized but unissued shares under our stock
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option and other equity incentive plans. Any issuance of this kind will dilute the ownership percentage of stockholders and may dilute the per
share book value of the common stock. At September 3, 2005, we had 14,391,621 authorized but unissued shares of common stock and
1,328,961 shares of treasury stock.

Further, if certain of our stockholders sell a substantial number of shares of our common stock or investors become concerned that substantial
sales might occur, the market price of our common stock could decrease.

At September 3, 2005, we had a total of 6,242,941 shares of common stock reserved for issuance. These reserved shares included 2,361,550
shares reserved for issuance under our existing stock incentive plans,
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including 1,718,686 shares issuable upon exercise of options outstanding as of that date at a weighted average exercise price of $9.49 per share;
199,815 shares reserved for issuance under our employee stock purchase plan; 1,199,187 shares reserved for issuance upon conversion of the
7 1/4% debentures, which currently have a conversion price of $21.14 per share, and the 8 1/4% debentures, which currently have a conversion
price of $18.00 per share; and 2,482,389 shares reserved for issuance upon conversion of the notes, which currently have a conversion price of
$18.00 per share.

The market price of our common stock has fluctuated significantly and may continue to do so.

The market price of our common stock may fluctuate significantly due to a variety of factors, most of which are outside of our control. Some of
these factors include:

� announcements of technological innovations, new products or upgrades to existing products by us or our competitors;

� market conditions in the industries served by our RF and Wireless Communications Group, Industrial Power Group, Security Systems
Division, and Display Systems Group such as declines in capital investment in such industries;

� technological innovations, new products or upgrades to existing products which cause our inventory to become less marketable or
obsolete;

� the addition or loss of customers or vendors;

� the small size of the public float of our common stock which may cause larger fluctuations in the market price of our common stock;

� announcements of operating results that are not aligned with the expectations of investors; and

� general stock market trends.

Limited trading volume of our common stock may contribute to price volatility.

Our common stock is traded on the Nasdaq National Market. During the twelve months ended August 31, 2005, the average daily trading
volume for our common stock as reported by the Nasdaq National Market was 51,541 shares. A more active trading market in our common
stock may not develop. As a result, relatively small trades may have a significant impact on the price of our common stock.

We may reduce or discontinue paying dividends in the future.
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Our ability to pay dividends in the future depends on our ability to operate profitably and to generate cash from our operations in excess of our
debt service obligations. Our board of directors has discretion to reduce or discontinue paying dividends if it decides to utilize the cash for other
corporate purposes. In addition, our credit agreement and the indentures governing our outstanding debentures contain restrictions on the
payment of cash dividends and the indenture governing the notes provide for an adjustment in the conversion price if we pay a dividend in
excess of $.04 per quarter on our common stock. We cannot guarantee that we will continue to pay dividends at their historical level or at all.

We have anti-takeover defenses that could delay or prevent an acquisition and could adversely affect the price of our common stock.

Provisions in our certificate of incorporation and by-laws and provisions of Delaware law could delay, defer or prevent an acquisition or change
of control of us or otherwise adversely affect the price of our common stock. Our by-laws limit the ability of stockholders to call a special
meeting. Delaware law also contains certain provisions that may have an anti-takeover effect and otherwise discourage third parties from
effecting transactions with us. See �Description of Our Capital Stock.�
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FORWARD-LOOKING STATEMENTS

All statements other than statements of historical facts included in this prospectus are statements that constitute �forward-looking statements�
within the meaning of Section 27A of the Securities Act of 1933, as amended, which we refer to as the Securities Act, and Section 21E of the
Securities Exchange Act of 1934, as amended, which we refer to as the Exchange Act. The words �expect,� �estimate,� �anticipate,� �predict,� �believe,�
and similar expressions and variations thereof are intended to identify forward-looking statements. Forward-looking statements appear in a
number of places and include statements regarding our intent, belief or current expectations with respect to, among other things:

� trends affecting our financial condition or results of operations;

� our financing plans;

� our business and growth strategies, including potential acquisitions; and

� other plans and objectives for future operations.

You are cautioned that any forward-looking statements are not guarantees of future performance and involve risks and uncertainties and that
actual results may differ materially from those predicted in the forward-looking statements or that may be anticipated from historical results or
trends. In addition to the information contained in our other filings with the SEC, factors that could affect future performance include, among
others, those set forth under the heading �Risk Factors.�

We operate in a very competitive and rapidly changing environment. New risk factors emerge from time to time and it is not possible for
management to predict all the risk factors, nor can it assess the impact of all the risk factors on our business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking statements. Given these risks
and uncertainties, you should not place undue reliance on forward-looking statements, which speak only as of the date of this prospectus, as a
prediction of actual results.

All subsequent written and oral forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their
entirety by the cautionary statements above. You should not place undue reliance on those statements, which speak only as of the date on which
they are made. We do not undertake any obligation to release publicly any revisions to these forward-looking statements to reflect events or
circumstances after the date of this prospectus or to reflect the occurrence of unanticipated events.

You should also be aware that while we do, from time to time, communicate with securities analysts, it is against our policy to disclose to them
any material non-public information or other confidential commercial information. Accordingly, you should not assume that we agree with any
statement or report issued by any analyst irrespective of the content of the statement or report. Thus, to the extent that reports issued by securities
analysts contain any projections, forecasts or opinions, those reports are not our responsibility.
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USE OF PROCEEDS

We will receive no proceeds from the sale of the notes or their conversion to common stock. The initial offering of the notes was made through
an unregistered exchange with a limited number of holders of our 7 1/4% debentures and our 8 1/4% debentures. We received no proceeds as a
result of this exchange offer.

MARKET AND MARKET PRICES

Our common stock trades on the Nasdaq National Market under the trading symbol �RELL�. The following table sets forth, for the periods
indicated, the high and low sale prices per share of our common stock as reported on the Nasdaq National Market.

High Low

Fiscal Year Ended May 29, 2004
First Quarter $ 10.79 $ 7.83
Second Quarter $ 12.57 $
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