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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES

PART I—FINANCIAL INFORMATION
Item 1. Financial Statements.
The interim financial information required by this item is set forth in the Condensed Consolidated Financial
Statements and Notes thereto in this Quarterly Report on Form 10-Q, as follows:
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Condensed Consolidated Balance Sheets (unaudited) 3
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2

Edgar Filing: WESCO INTERNATIONAL INC - Form 10-Q

4



WESCO INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands of dollars, except share data)
(unaudited)

September 30,
2016

December 31,
2015

Assets
Current assets:
Cash and cash equivalents $ 112,837 $ 160,279
Trade accounts receivable, net of allowance for doubtful accounts of $22,943 and
$22,587 in 2016 and 2015, respectively 1,102,140 1,075,257

Other accounts receivable 68,501 81,242
Inventories 832,510 810,067
Current deferred income taxes (Note 2) — 8,455
Prepaid expenses and other current assets 127,839 122,234
Total current assets 2,243,827 2,257,534
Property, buildings and equipment, net of accumulated depreciation of $255,680 and
$243,005 in 2016 and 2015, respectively 160,915 166,739

Intangible assets, net of accumulated amortization of $170,613 and $138,374 in 2016
and 2015, respectively 407,401 403,649

Goodwill 1,735,662 1,681,662
Other assets 61,548 60,142
    Total assets $ 4,609,353 $ 4,569,726
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 699,517 $ 715,519
Accrued payroll and benefit costs 49,157 51,258
Short-term debt 35,562 43,314
Current portion of long-term debt 1,220 1,025
Bank overdrafts 35,814 34,170
Other current liabilities 138,712 102,515
Total current liabilities 959,982 947,801
Long-term debt, net of discount and debt issuance costs of $18,238 and $182,041 in
2016 and 2015, respectively 1,418,708 1,439,062

Deferred income taxes 181,230 364,838
Other noncurrent liabilities 56,800 44,154
    Total liabilities $ 2,616,720 $ 2,795,855
Commitments and contingencies (Note 9)
Stockholders’ equity:
Preferred stock, $.01 par value; 20,000,000 shares authorized, no shares issued or
outstanding — —

Common stock, $.01 par value; 210,000,000 shares authorized, 58,781,758 and
58,597,380 shares issued and 48,587,942 and 42,173,790 shares outstanding in 2016 and
2015, respectively

588 586

Class B nonvoting convertible common stock, $.01 par value; 20,000,000 shares
authorized, 4,339,431 issued and no shares outstanding in 2016 and 2015, respectively 43 43

Additional capital 984,856 1,117,421
Retained earnings 1,909,189 1,854,456
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Treasury stock, at cost; 14,533,247 and 20,763,021 shares in 2016 and 2015,
respectively (541,706 ) (772,679 )

Accumulated other comprehensive loss (356,659 ) (423,155 )
Total WESCO International, Inc. stockholders' equity 1,996,311 1,776,672
Noncontrolling interests (3,678 ) (2,801 )
    Total stockholders’ equity 1,992,633 1,773,871
    Total liabilities and stockholders’ equity $ 4,609,353 $ 4,569,726

The accompanying notes are an integral part of the condensed consolidated financial statements.
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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF (LOSS) INCOME AND COMPREHENSIVE (LOSS)
INCOME
(In thousands of dollars, except per share data)
(unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
2016 2015 2016 2015

Net sales $1,855,212 $1,923,899 $5,542,755 $5,656,947
Cost of goods sold (excluding depreciation and
amortization) 1,490,173 1,543,113 4,443,079 4,526,836
Selling, general and administrative expenses 255,547 258,151 799,356 797,980
Depreciation and amortization 16,937 16,287 50,269 48,347
Income from operations 92,555 106,348 250,051 283,784
Interest expense, net 20,792 20,417 59,073 59,924
Loss on debt redemption 123,933 — 123,933 —
(Loss) income before income taxes (52,170 ) 85,931 67,045 223,860
Provision for income taxes (21,149 ) 23,547 13,678 64,047
Net (loss) income (31,021 ) 62,384 53,367 159,813
Less: Net income (loss) attributable to noncontrolling interests 590 (1,119 ) (876 ) (2,460 )
Net (loss) income attributable to WESCO International, Inc. $(31,611 ) $63,503 $54,243 $162,273
Other comprehensive (loss) income:
Foreign currency translation adjustments (13,993 ) (95,377 ) 66,512 (183,634 )
Post retirement benefit plan adjustment — — (16 ) —
Comprehensive (loss) income attributable to WESCO
International, Inc. $(45,604 ) $(31,874 ) $120,739 $(21,361 )

(Loss) earnings per share attributable to WESCO International,
Inc.
Basic $(0.73 ) $1.47 $1.27 $3.70
Diluted $(0.73 ) $1.28 $1.13 $3.16

The accompanying notes are an integral part of the condensed consolidated financial statements.
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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands of dollars)
(unaudited) 

Nine Months Ended
September 30,
2016 2015

Operating activities:
Net income $53,367 $159,813
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 50,269 48,347
  Deferred income taxes (21,842 ) 26,339
Loss on debt redemption 123,933 —
Other operating activities, net 11,228 17,498
Changes in assets and liabilities:
Trade accounts receivable, net (3,075 ) (49,799 )
Other accounts receivable 15,524 64,893
Inventories (7,651 ) (38,862 )
Prepaid expenses and other assets (8,625 ) (12,052 )
Accounts payable (30,289 ) 30,389
Accrued payroll and benefit costs (2,648 ) (20,394 )
Other current and noncurrent liabilities 36,997 (50,208 )
Net cash provided by operating activities 217,188 175,964

Investing activities:
Acquisition payments, net of cash acquired (50,745 ) (68,502 )
Capital expenditures (13,183 ) (16,242 )
Other investing activities (3,885 ) 1,791
Net cash used in investing activities (67,813 ) (82,953 )

Financing activities:
Proceeds from issuance of short-term debt 89,847 75,564
Repayments of short-term debt (96,535 ) (73,464 )
Proceeds from issuance of long-term debt 1,731,715 1,220,334
Repayments of long-term debt (1,915,545) (1,128,694)
Repurchases of common stock (Note 6) (4,073 ) (155,775 )
Other financing activities, net (3,494 ) (11,253 )
Net cash used in financing activities (198,085 ) (73,288 )

Effect of exchange rate changes on cash and cash equivalents 1,268 (15,190 )

Net change in cash and cash equivalents (47,442 ) 4,533
Cash and cash equivalents at the beginning of period 160,279 128,319
Cash and cash equivalents at the end of period $112,837 $132,852

The accompanying notes are an integral part of the condensed consolidated financial statements.
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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. ORGANIZATION
WESCO International, Inc. and its subsidiaries (collectively, “WESCO” or the "Company"), headquartered in
Pittsburgh, Pennsylvania, is a full-line distributor of electrical, industrial and communications maintenance, repair and
operating ("MRO") and original equipment manufacturers ("OEM") products, construction materials, and advanced
supply chain management and logistics services used primarily in the industrial, construction, utility and commercial,
institutional and government markets. WESCO serves over 80,000 active customers globally, through approximately
500 full service branches and nine distribution centers located primarily in the United States, Canada and Mexico,
with operations in 14 additional countries.
2. ACCOUNTING POLICIES
Basis of Presentation
The accompanying unaudited Condensed Consolidated Financial Statements of WESCO have been prepared in
accordance with Rule 10-01 of Regulation S-X of the Securities and Exchange Commission (the “SEC”). The unaudited
condensed consolidated financial information should be read in conjunction with the audited Consolidated Financial
Statements and Notes thereto included in WESCO’s 2015 Annual Report on Form 10-K as filed with the SEC on
February 22, 2016. The Condensed Consolidated Balance Sheet at December 31, 2015 was derived from the audited
Consolidated Financial Statements as of that date, but does not include all of the disclosures required by accounting
principles generally accepted in the United States of America.
The unaudited Condensed Consolidated Balance Sheet as of September 30, 2016, the unaudited Condensed
Consolidated Statements of (Loss) Income and Comprehensive (Loss) Income for the three and nine months ended
September 30, 2016 and 2015, respectively, and the unaudited Condensed Consolidated Statements of Cash Flows for
the nine months ended September 30, 2016 and 2015, respectively, in the opinion of management, have been prepared
on the same basis as the audited Consolidated Financial Statements and include all adjustments necessary for the fair
statement of the results of the interim periods presented herein. All adjustments reflected in the unaudited condensed
consolidated financial information are of a normal recurring nature unless indicated. The results for the interim
periods presented herein are not necessarily indicative of the results to be expected for the full year.
During the first quarter of 2016, the Company adopted certain accounting pronouncements that were effective
beginning this fiscal year. The adoption of such guidance, as described below, resulted in certain reclassifications to
amounts previously reported in the Consolidated Balance Sheet at December 31, 2015.
Fair Value of Financial Instruments
The Company measures the fair value of financial assets and liabilities in accordance with Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) 820, "Fair Value Measurements and Disclosures,"
which defines fair value, establishes a framework for measuring fair value and expands disclosures about fair value
measurements.
ASC 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value and requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(Level 1 measurements) and the lowest priority to measurements involving significant unobservable inputs (Level 3
measurements). The three levels of the fair value hierarchy are as follows:

•Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that are accessible at
the measurement date.

•

Level 2 inputs include inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices
in active markets for similar assets and liabilities, quoted prices for identical or similar assets or liabilities in markets
that are not active, or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of assets or liabilities.
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•Level 3 inputs are unobservable inputs in which little or no market data exists, therefore requiring an entity to develop
its own assumptions.
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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)
(unaudited)

Except for WESCO’s previously outstanding 6.0% Convertible Senior Debentures due 2029 (the "2029 Debentures"),
the reported carrying amounts of WESCO’s debt instruments approximate their fair values. As described in Note 7, the
2029 Debentures have been fully redeemed as of September 30, 2016. At December 31, 2015, the carrying value of
WESCO’s 2029 Debentures was $177.8 million and the fair value was approximately $514.2 million. The Company
uses a market approach to fair value all of its debt instruments, utilizing quoted prices in active markets, interest rates
and other relevant information generated by market transactions involving similar instruments. Therefore, all of the
Company's debt instruments are classified as Level 2 within the valuation hierarchy. For all of the Company's
remaining financial instruments, consisting of cash and cash equivalents, accounts receivable, accounts payable and
other accrued liabilities, carrying values are considered to approximate fair value due to the short maturity of these
instruments.
Recently Adopted Accounting Pronouncements
In April 2015, the FASB issued Accounting Standards Update (ASU) 2015-03, Simplifying the Presentation of Debt
Issuance Costs, which simplifies the presentation of debt issuance costs by requiring that debt issuance costs related to
a recognized liability be presented in the balance sheet as a direct deduction from the carrying amount of that debt
liability, consistent with debt discounts. The Company adopted this new guidance on a retrospective basis effective
January 1, 2016. Accordingly, the Company reclassified approximately $17.7 million of debt issuance costs from
other noncurrent assets to long-term debt in the balance sheet as of December 31, 2015.
In May 2015, the FASB issued ASU 2015-07, Disclosures for Investments in Certain Entities That Calculate Net
Asset Value per Share (or Its Equivalent). This updated guidance removes the requirement to categorize investments
for which fair value is measured using the net asset value (NAV) per share practical expedient within the fair value
hierarchy. The amendments in this ASU are effective beginning in the first quarter of 2016 and will be applied
retrospectively. The adoption of this ASU is not expected to have an impact on WESCO's financial position, results of
operations or cash flows; however, this updated guidance will impact the Company's defined benefit plan disclosure in
its Annual Report on Form 10-K for the fiscal year ending December 31, 2016. Specifically, investments for which
fair value is measured using the NAV per share practical expedient will be removed from the fair value hierarchy in
all periods presented.
In November 2015, the FASB issued ASU 2015-17, Balance Sheet Classification of Deferred Taxes. This ASU
simplifies the presentation of deferred income taxes by requiring that all deferred tax assets and liabilities, along with
any related valuation allowance, be classified as noncurrent in the balance sheet. The Company elected to early adopt
this ASU on a prospective basis during the first quarter of 2016. The adoption of this ASU did not have a material
impact on WESCO's financial position and it had no impact on its results of operations or cash flows.
Recently Issued Accounting Pronouncements
In August 2015, the FASB issued ASU 2015-14, Revenue from Contracts with Customers: Deferral of Effective Date.
The Company previously reported that in May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with
Customers, which provides a framework for addressing revenue recognition issues and replaces almost all existing
revenue recognition guidance in current U.S. generally accepted accounting principles. The core principle of ASU
2014-09 is for companies to recognize revenue for the transfer of goods or services to customers in amounts that
reflect the consideration to which the company expects to be entitled in exchange for those goods or services. ASU
2014-09 will also result in enhanced disclosures about revenue, provide guidance for transactions that were not
previously addressed comprehensively, and improve guidance for multiple-element arrangements. The amendments in
ASU 2015-14 defer the effective date of the new revenue recognition guidance to annual reporting periods beginning
after December 15, 2017, including interim periods within that reporting period. During 2016, the FASB issued three
ASUs that address implementation issues related to certain aspects of the new revenue recognition guidance, including
ASU 2016-08, Principal versus Agent Considerations (Reporting Revenue Gross versus Net), ASU 2016-10,
Identifying Performance Obligations and Licensing, and ASU 2016-12, Narrow-Scope Improvements and Practical
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Expedients. The amendments in these ASUs do not change the core principles in the revenue recognition standard
outlined above. Management is currently evaluating the future impact of this guidance on WESCO's consolidated
financial statements and notes thereto.
In February 2016, the FASB issued ASU 2016-02, Leases, a comprehensive new standard that amends various aspects
of existing accounting guidance for leases, including the recognition of a right-of-use asset and a lease liability on the
balance sheet and disclosing key information about leasing arrangements. This guidance is effective for fiscal years
beginning after December 15, 2018, including interim periods within those fiscal years. Early adoption is permitted.
The new leasing standard requires modified retrospective transition, which requires application of the new guidance at
the beginning of the earliest comparative period presented in the year of adoption. Management is currently evaluating
the impact of this new standard on WESCO's consolidated financial statements and notes thereto.
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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)
(unaudited)

In March 2016, the FASB issued ASU 2016-09, Compensation—Stock Compensation (Topic 718): Improvements to
Employee Share-Based Payment Accounting, which simplifies several aspects of accounting for share-based payment
transactions, including the income tax consequences, classification of awards as either equity or liabilities, and
classification on the statement of cash flows. The amendments in this ASU affect all entities that issue share-based
payment awards to their employees. Management is currently evaluating the impact of this accounting standard on
WESCO's consolidated financial statements and notes thereto.
In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments, which introduces new guidance for the accounting for credit losses on certain
financial instruments. The amendments in ASU 2016-13 are effective for fiscal years beginning after December 15,
2019, including interim periods within those fiscal years and early adoption is permitted. Management is currently
evaluating the impact of this accounting standard on WESCO's consolidated financial statements and notes thereto.
In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash
Receipts and Cash Payments (a consensus of the Emerging Issues Task Force). This ASU provides guidance on eight
specific cash flow issues where there is diversity in practice. The amendments in this ASU are effective for fiscal
years beginning after December 15, 2017, and interim periods within those fiscal years. Early adoption is permitted,
including adoption in an interim period. Management is currently evaluating the impact of this accounting standard on
WESCO's consolidated financial statements and notes thereto.
In October 2016, the FASB issued ASU 2016-16, Income Taxes (Topic 740): Intra-Entity Transfers of Assets Other
Than Inventory. The purpose of ASU 2016-16 is to simplify the income tax accounting of an intra-entity transfer of an
asset other than inventory and to record its effect when the transfer occurs. The guidance is effective for annual
reporting periods beginning after December 15, 2017, including interim reporting periods within those annual
reporting periods and early adoption is permitted. Management is currently evaluating the impact of this accounting
standard on WESCO's consolidated financial statements and notes thereto.
Other pronouncements issued by the FASB or other authoritative accounting standards groups with future effective
dates are either not applicable or are not expected to be significant to WESCO’s financial position, results of operations
or cash flows.
3. ACQUISITIONS
The following table sets forth consideration paid for acquisitions:

Nine Months Ended

(In thousands of dollars) September 30,
2016

September 30,
2015

Fair value of assets acquired $78,564 $ 89,786
Fair value of liabilities assumed 26,764 21,284
   Cash paid for acquisitions $51,800 $ 68,502
Supplemental cash flow disclosure:
   Cash paid for acquisitions $51,800 $ 68,502
   Less: cash acquired (1,055 ) —
   Cash paid for acquisitions, net of cash acquired $50,745 $ 68,502
The fair values of assets acquired and liabilities assumed during the nine months ended September 30, 2016, which
are primarily for the acquisition of Atlanta Electrical Distributors, LLC, are based upon preliminary calculations and
valuations. WESCO's estimates and assumptions for its preliminary purchase price allocation are subject to change as
it obtains additional information for its estimates during the respective measurement period (up to one year from the
respective acquisition date).
Acquisition of Atlanta Electrical Distributors, LLC
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On March 14, 2016, WESCO Distribution, Inc. ("WESCO Distribution") completed the acquisition of Atlanta
Electrical Distributors, LLC, an Atlanta-based electrical distributor focused on the construction and MRO markets
from five locations in Georgia with approximately $85 million in annual sales. WESCO Distribution funded the
purchase price paid at closing with borrowings under its revolving credit facility. The purchase price was allocated to
the respective assets and liabilities based upon their estimated fair values as of the acquisition date. In addition to the
cash paid at closing, the purchase price includes a
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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)
(unaudited)

contingent payment that may be earned upon the achievement of certain financial performance targets over three
consecutive one year periods. The fair value of the contingent consideration was determined using a
probability-weighted outcome analysis and Level 3 inputs such as internal forecasts. This amount has been accrued at
the maximum potential payout under the terms of the purchase agreement and it is included in the fair value of
liabilities assumed as presented above. The preliminary fair value of intangibles was estimated by management and
the allocation resulted in intangible assets of $21.8 million and goodwill of $31.6 million. The intangible assets
include customer relationships of $15.8 million amortized over 13 and 14 years, a trademark of $6.0 million amortized
over 13 years, and non-compete agreements of less than $0.1 million amortized over 5 years. No residual value is
estimated for the intangible assets being amortized. Management believes that the majority of goodwill is deductible
for tax purposes.
2015 Acquisitions of Needham Electric Supply Corporation and Hill Country Electric Supply, LP
On October 30, 2015, WESCO Distribution completed the acquisition of Needham Electric Supply Corporation, an
electrical distributor focused on the commercial construction and lighting national account markets from 24 locations
in Massachusetts, New Hampshire and Vermont with approximately $115 million in annual sales. WESCO
Distribution funded the purchase price paid at closing with cash and borrowings under its revolving credit facility. The
purchase price was allocated to the respective assets and liabilities based upon their estimated fair values as of the
acquisition date. The fair value of intangibles was estimated by management and the allocation resulted in intangible
assets of $31.0 million and goodwill of $35.7 million. The intangible assets include customer relationships of $24.5
million amortized over 12 and 14 years, and trademarks of $6.5 million amortized over 13 years. No residual value is
estimated for the intangible assets being amortized. Management believes that the majority of goodwill is deductible
for tax purposes.
On May 1, 2015, WESCO Distribution completed the acquisition of Hill Country Electric Supply, LP, an electrical
distributor focused on the commercial construction market from nine locations in Central and South Texas with
approximately $140 million in annual sales. WESCO Distribution funded the purchase price paid at closing with
borrowings under its prior revolving credit facility. The purchase price was allocated to the respective assets and
liabilities based upon their estimated fair values as of the acquisition date. The fair value of intangibles was estimated
by management and the allocation resulted in intangible assets of $21.1 million and goodwill of $16.2 million. The
intangible assets include customer relationships of $13.1 million amortized over 11 years, non-compete agreements of
$0.2 million amortized over 5 years, and trademarks of $7.8 million amortized over 12 years. No residual value is
estimated for the intangible assets being amortized. Management believes that the majority of goodwill is deductible
for tax purposes.
4. GOODWILL
The following table sets forth the changes in the carrying value of goodwill:

Nine Months Ended
September 30,
2016

September 30,
2015

(In thousands)
Beginning balance January 1 $1,681,662 $ 1,735,440
Foreign currency exchange rate changes 34,799 (93,453 )
Adjustments to goodwill for acquisitions (1) 19,201 24,231
Ending balance September 30 $1,735,662 $ 1,666,218

(1) Includes a $15.2 million adjustment recorded during the second quarter of 2016 to correct deferred income taxes
related to prior acquisitions.

5. STOCK-BASED COMPENSATION
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WESCO’s stock-based employee compensation plans are comprised of stock-settled stock appreciation rights,
restricted stock units and performance-based awards. Compensation cost for all stock-based awards is measured at fair
value on the date of grant and compensation cost is recognized, net of estimated forfeitures, over the service period for
awards expected to vest. The fair value of stock-settled stock appreciation rights and performance-based awards with
market conditions is determined using the Black-Scholes and Monte Carlo simulation models, respectively. The fair
value of restricted stock units and performance-based awards with performance conditions is determined by the
grant-date closing price of WESCO’s common stock. The forfeiture assumption is based on WESCO’s historical
employee behavior that is reviewed on an annual basis. No dividends are assumed.
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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)
(unaudited)

During the three and nine months ended September 30, 2016 and 2015, WESCO granted the following stock-settled
stock appreciation rights, restricted stock units and performance-based awards at the following weighted-average fair
values:

Three Months Ended Nine Months Ended
September 30,
2016

September 30,
2015

September 30,
2016

September 30,
2015

Stock-settled stock appreciation rights granted 1,745 — 709,999394,182
Weighted-average fair value $16.68 $ — $12.91 $ 21.68

Restricted stock units granted — 2,730 143,30581,022
Weighted-average fair value $— $ 54.94 $42.45 $ 69.05

Performance-based awards granted — — 91,768 59,661
Weighted-average fair value $— $ — $47.00 $ 67.81
The fair value of stock-settled stock appreciation rights was estimated using the following weighted-average
assumptions:

Three Months Ended Nine Months Ended
September 30,
2016

September 30,
2015

September 30,
2016

September 30,
2015

Risk free interest rate 1.3 % — % 1.2 % 1.6 %
Expected life (in years) 5 0 5 5
Expected volatility 31 % — % 32 % 32 %
The risk-free interest rate is based on the U.S. Treasury Daily Yield Curve rates as of the grant date. The expected life
is based on historical exercise experience and the expected volatility is based on the volatility of the Company's daily
stock prices over a five-year period preceding the grant date.
The following table sets forth a summary of stock-settled stock appreciation rights and related information for the nine
months ended September 30, 2016:

Awards

Weighted-
Average
Exercise
Price

Weighted-
Average
Remaining
Contractual Term (In years)

Aggregate
Intrinsic
Value
(In
thousands)

Outstanding at December 31, 2015 2,567,021 $ 54.47
     Granted 709,999 42.63
     Exercised (312,244 ) 32.45
     Forfeited (279,190 ) 64.07
Outstanding at September 30, 2016 2,685,586 52.89 5.6 $ 33,729
Exercisable at September 30, 2016 1,776,910 $ 53.65 3.8 $ 21,472

10
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The following table sets forth a summary of time-based restricted stock units and related information for the nine
months ended September 30, 2016:

Awards

Weighted-
Average
Fair
Value

Unvested at December 31, 2015 175,411 $ 74.52
     Granted 143,305 42.45
     Vested (59,904 ) 72.43
     Forfeited (17,100 ) 59.69
Unvested at September 30, 2016 241,712 $ 57.29
Performance shares are awards for which the vesting will occur based on market or performance conditions. The
following table sets forth a summary of performance-based awards for the nine months ended September 30, 2016:

Awards

Weighted-
Average
Fair
Value

Unvested at December 31, 2015 114,520 $ 76.48
     Granted 91,768 47.00
     Vested — —
     Forfeited (53,394 ) 71.89
Unvested at September 30, 2016 152,894 $ 60.39
The fair value of the performance shares granted during the nine months ended September 30, 2016 was estimated
using the following weighted-average assumptions:
Weighted-Average Assumptions
Grant date share price $42.44
WESCO expected volatility 26.3 %
Peer group median volatility 24.2 %
Risk-free interest rate 0.89 %
Correlation of peer company returns 121.5 %
The unvested performance-based awards in the table above include 76,447 shares in which vesting of the ultimate
number of shares is dependent upon WESCO's total stockholder return in relation to the total stockholder return of a
select group of peer companies over a three-year period. These awards are accounted for as awards with market
conditions; compensation cost is recognized over the service period, regardless of whether the market conditions are
achieved and the awards ultimately vest.
Vesting of the remaining 76,447 shares of performance-based awards in the table above is dependent upon the
three-year average growth rate of WESCO's net income. These awards are accounted for as awards with performance
conditions; compensation cost is recognized over the performance period based upon WESCO's determination of
whether it is probable that the performance targets will be achieved.
WESCO recognized $3.4 million and $1.9 million of non-cash stock-based compensation expense, which is included
in selling, general and administrative expenses, for the three months ended September 30, 2016 and 2015,
respectively. WESCO recognized $10.4 million and $9.7 million of non-cash stock-based compensation expense,
which is included in selling, general and administrative expenses, for the nine months ended September 30, 2016 and
2015, respectively. As of September 30, 2016, there was $20.5 million of total unrecognized compensation cost
related to non-vested stock-based compensation arrangements for all awards previously made, of which approximately
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$3.5 million is expected to be recognized over the remainder of 2016, $10.4 million in 2017, $6.0 million in 2018 and
$0.6 million in 2019.
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During the nine months ended September 30, 2016 and 2015, the total intrinsic value of all awards exercised was
$10.6 million and $15.4 million, respectively. The gross deferred tax benefit associated with the exercise of awards for
the nine months ended September 30, 2016 and 2015 totaled $4.0 million and $5.6 million, respectively, and was
recorded as an increase to additional capital.
6. EARNINGS PER SHARE
Basic earnings per share is computed by dividing net income by the weighted-average number of common shares
outstanding during the periods. Diluted earnings per share is computed by dividing net income by the
weighted-average common shares and common share equivalents outstanding during the periods. The dilutive effect
of common share equivalents is considered in the diluted earnings per share computation using the treasury stock
method, which includes consideration of equity awards and contingently convertible debt.
The following table sets forth the details of basic and diluted earnings per share:

Three Months
Ended

Nine Months
Ended

September 30, September 30,
(In thousands, except per share data) 2016 2015 2016 2015
Net (loss) income attributable to WESCO International, Inc. $(31,611) $63,503 $54,243 $162,273
Weighted-average common shares outstanding used in computing basic
earnings per share 43,378 43,191 42,611 43,860

Common shares issuable upon exercise of dilutive equity awards 511 538 519 717
Common shares issuable from contingently convertible debentures (see below
for basis of calculation) 4,851 5,989 4,908 6,738

Weighted-average common shares outstanding and common share
equivalents, diluted 48,740 49,718 48,038 51,315

Weighted-average common shares outstanding and common share equivalents
used in computing diluted earnings per share 43,378 49,718 48,038 51,315

(Loss) earnings per share attributable to WESCO International, Inc.
Basic $(0.73 ) $1.47 $1.27 $3.70
Diluted $(0.73 ) $1.28 $1.13 $3.16
For the three and nine months ended September 30, 2016, the computation of diluted (loss) earnings per share
attributable to WESCO International, Inc. excluded stock-based awards of approximately 1.3 million. For the three
and nine months ended September 30, 2015, the computation of diluted earnings per share attributable to WESCO
International, Inc. excluded stock-based awards of approximately 1.6 million and 1.0 million. These amounts were
excluded because their effect would have been antidilutive.
Because of WESCO’s previous obligation to settle the par value of the 2029 Debentures in cash upon conversion,
WESCO was required to include shares underlying the 2029 Debentures in its diluted weighted-average shares
outstanding when the average stock price per share for the period exceeded the conversion price of the debentures.
Only the number of shares that would be issuable under the treasury stock method of accounting for share dilution
were included, which was based upon the amount by which the average stock price exceeded the conversion price.
The conversion price of the 2029 Debentures was $28.87. As a result of the net loss attributable to WESCO
International, Inc. for the three months ended September 30, 2016, dilutive shares were not included in the calculation
of diluted loss per share because their effect was antidilutive. For the nine months ended September 30, 2016, the
effect of the 2029 Debentures on diluted earnings per share attributable to WESCO International, Inc. was a decrease
of $0.13. For the three and nine months ended September 30, 2015, the effect of the 2029 Debentures on diluted
earnings per share attributable to WESCO International, Inc. was a decrease of $0.17 and $0.48, respectively.
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In December 2014, the Company's Board of Directors authorized the repurchase of up to $300 million of the
Company's common stock through December 31, 2017. During the year ended December 31, 2015, the Company
entered into accelerated stock repurchase agreements (the "ASR Transactions") with certain financial institutions to
purchase shares of its common
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stock. In exchange for up-front cash payments totaling $150.0 million, the Company received 2,468,576 shares during
the nine months ended September 30, 2015. The total number of shares ultimately delivered under the ASR
Transactions was determined by the average of the volume-weighted-average prices of the Company's common stock
for each exchange business day during the respective settlement valuation periods. WESCO funded the repurchases
with borrowings under its prior revolving credit facility. For purposes of computing earnings per share, share
repurchases were reflected as a reduction to common shares outstanding on the respective share delivery dates.
7. DEBT
5.375% Senior Notes due 2024
On June 15, 2016, WESCO Distribution issued $350 million aggregate principal amount of 5.375% Senior Notes due
2024 (the "2024 Notes") through a private offering exempt from the registration requirements of the Securities Act of
1933, as amended. The 2024 Notes were issued at 100% of par and are governed by an indenture (the “Indenture”)
entered into on June 15, 2016 among WESCO Distribution, as issuer, WESCO International, Inc., as parent guarantor,
and U.S. Bank National Association, as trustee. The 2024 Notes are unsecured senior obligations of WESCO
Distribution and are guaranteed on a senior unsecured basis by WESCO International, Inc. The 2024 Notes bear
interest at a rate of 5.375% per annum, payable semi-annually in arrears on June 15 and December 15 of each year,
commencing on December 15, 2016. The notes mature on June 15, 2024.
WESCO incurred costs totaling $6.0 million to issue the 2024 Notes, which are recorded as a reduction to the carrying
value of the debt. The Company used the net proceeds to redeem its 2029 Debentures on September 15, 2016.
At any time on or after June 15, 2019, WESCO Distribution may redeem all or a part of the 2024 Notes. Between June
15, 2019 and June 14, 2020, WESCO Distribution may redeem all or a part of the 2024 Notes at a redemption price
equal to 104.031% of the principal amount. Between June 15, 2020 and June 14, 2021, WESCO Distribution may
redeem all or a part of the 2024 Notes at a redemption price equal to 102.688% of the principal amount. Between June
15, 2021 and June 14, 2022, WESCO Distribution may redeem all or a part of the 2024 Notes at a redemption price
equal to 101.344% of the principal amount. On and after June 15, 2022, WESCO Distribution may redeem all or a
part of the 2024 Notes at a redemption price equal to 100% of the principal amount.    
The Indenture governing the 2024 Notes contains customary covenants and events of default. Upon a change of
control, the holders of the 2024 Notes have the right to require WESCO Distribution to repurchase all or any part of
the 2024 Notes at a redemption price equal to 101% of the principal amount thereof, plus accrued and unpaid interest.
6.0% Convertible Senior Debentures due 2029
On September 15, 2016, the Company completed the redemption of its 2029 Debentures. Holders of the 2029
Debentures received cash totaling $344.8 million, which was equal to the principal amount of the then-outstanding
Debentures, in addition to accrued and unpaid interest. Holders who surrendered the 2029 Debentures for conversion
received 18 shares of WESCO stock for each $1,000 principal amount of 2029 Debentures converted. In total,
6,267,688 shares were issued at the redemption date closing price of WESCO’s common stock. The redemption
resulted in a non-cash loss of $123.9 million, which included the write off of unamortized debt issuance costs.
8. EMPLOYEE BENEFIT PLANS
A majority of WESCO’s employees are covered by defined contribution retirement savings plans for their services
rendered subsequent to WESCO’s formation. WESCO also offers a deferred compensation plan for select individuals.
For U.S. participants, WESCO matches contributions made by employees at an amount equal to 50% of participants'
total monthly contributions up to a maximum of 6% of eligible compensation. For Canadian participants, WESCO
matches contributions in an amount ranging from 3% to 5% of the participant’s eligible compensation based on years
of continuous service. In addition, for U.S. participants, employer contributions may be made at the discretion of the
Board of Directors. For the nine months ended September 30, 2016 and 2015, WESCO incurred charges of $18.1
million and $17.5 million, respectively, for all such plans. Contributions are made in cash to employee retirement
savings plan accounts. The deferred compensation plan is an unfunded plan. As of September 30, 2016 and
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December 31, 2015, the Company's obligation under the deferred compensation plan was $21.4 million and $23.5
million, respectively. Employees have the option to transfer balances allocated to their accounts in the defined
contribution retirement savings plan and the deferred compensation plan into any of the available investment options.
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In connection with the December 14, 2012 acquisition of EECOL, the Company assumed a contributory defined
benefit plan covering substantially all Canadian employees of EECOL and a Supplemental Executive Retirement Plan
for certain executives of EECOL.
The following table reflects the components of net periodic benefit costs for the Company's defined benefit plans:

Three Months
Ended

Nine Months
Ended

September 30, September 30,
(In thousands of dollars) 2016 2015 2016 2015
Service cost $977 $1,113 $2,889 $3,442
Interest cost 979 991 2,898 3,064
Expected return on plan assets (1,353) (1,299 ) (4,004 ) (4,017 )
Recognized actuarial gain (10 ) (4 ) (31 ) (12 )
Net periodic benefit cost $593 $801 $1,752 $2,477
During the three and nine months ended September 30, 2016, the Company made aggregate cash contributions of $0.5
million and $1.4 million, respectively, to its defined benefit plans.
9. COMMITMENTS AND CONTINGENCIES
WESCO is subject to the laws and regulations of states and other jurisdictions concerning the identification, reporting
and escheatment (the transfer of property to the state) of unclaimed or abandoned funds, and is subject to audit and
examination for compliance with these requirements. WESCO Distribution is currently undergoing a compliance audit
in the State of Delaware concerning the identification, reporting and escheatment of unclaimed or abandoned property.
A third party auditor is conducting the audit on behalf of the State, and the Company has been working with an
outside consultant during the audit process and in discussions with the auditors. The Company is defending the audit,
the outcome of which cannot be predicted with certainty at this time. After the third party auditor completes its field
work, it is expected to issue preliminary findings for review by the Company and the State, and thereafter the auditor
is expected to issue a final report of examination. If the Company and State do not reach resolution after further
discussion, the State issues a demand for payment, which the Company may either agree to pay or appeal, in full or in
part. The Company has recorded a liability for unclaimed property based on the facts currently known to the
Company.
In October 2014, WESCO was notified that the New York County District Attorney’s Office is conducting a criminal
investigation involving minority and disadvantaged business contracting practices in the construction industry in New
York City and that various contractors, minority and disadvantaged business firms, and their material suppliers,
including the Company, are a part of this investigation. The Company intends to cooperate with the government
investigation. The Company cannot predict the outcome or impact of the matter at this time, but could be subject to
fines, penalties or other adverse consequences. Based on the facts currently known to the Company, it cannot
reasonably estimate a range of exposure to potential liability at this time.
10. INCOME TAXES
The effective tax rate for the three and nine months ended September 30, 2016 was 40.5% and 20.4%, respectively.
These rates were impacted by the redemption of the 2029 Debentures described in Note 7. The effective tax rate for
the three and nine months ended September 30, 2015 was 27.4% and 28.6%, respectively. WESCO’s effective tax rate
is generally lower than the federal statutory rate of 35% due to benefits resulting from the tax effect of intercompany
financing and lower rates on foreign earnings, which are partially offset by nondeductible expenses and state taxes.
The total amount of unrecognized tax benefits was reduced by $2.2 million during the nine months ended
September 30, 2016 to $3.2 million due to the settlement of outstanding tax matters and the expiration of statutes of
limitation. At September 30, 2016, the amount of unrecognized tax benefits that would affect the effective tax rate if
recognized in the consolidated financial statements was $4.5 million. It is reasonably possible that the amount of
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expiration of statutes of limitation and the settlement of state audits. Of this amount, $0.3 million could impact the
effective tax rate.
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11. CONDENSED CONSOLIDATING FINANCIAL INFORMATION
WESCO Distribution has outstanding $500 million in aggregate principal amount of 5.375% Senior Notes due 2021
(the "2021 Notes"). The 2021 Notes are unsecured senior obligations of WESCO Distribution, Inc. and are fully and
unconditionally guaranteed on a senior unsecured basis by WESCO International, Inc.
WESCO Distribution has outstanding $350 million in aggregate principal amount of 2024 Notes. The 2024 Notes are
unsecured senior obligations of WESCO Distribution, Inc. and are fully and unconditionally guaranteed on a senior
unsecured basis by WESCO International, Inc.
Condensed consolidating financial information for WESCO International, Inc., WESCO Distribution, Inc. and the
non-guarantor subsidiaries is presented in the following tables.

Condensed Consolidating Balance Sheet
September 30, 2016

(In thousands of dollars)
WESCO
International,
Inc.

WESCO
Distribution,
Inc.

Non-Guarantor
Subsidiaries

Consolidating
and
Eliminating
Entries

Consolidated

Cash and cash equivalents $— $ 42,487 $ 70,350 $— $112,837
Trade accounts receivable, net — — 1,102,140 — 1,102,140
Inventories — 370,166 462,344 — 832,510
Prepaid expenses and other current assets — 42,695 162,616 (8,971 ) 196,340
Total current assets — 455,348 1,797,450 (8,971 ) 2,243,827
Intercompany receivables, net — — 2,031,482 (2,031,482 ) —
Property, buildings and equipment, net — 52,567 108,348 — 160,915
Intangible assets, net — 3,581 403,820 — 407,401
Goodwill — 244,648 1,491,014 — 1,735,662
Investments in affiliates 3,568,774 3,998,961 — (7,567,735 ) —
Other assets 17 23,816 37,715 — 61,548
Total assets $3,568,791 $ 4,778,921 $ 5,869,829 $(9,608,188 ) $4,609,353

Accounts payable $— $ 383,329 $ 316,188 $— $699,517
Short-term debt — — 35,562 — 35,562
Other current liabilities 9,078 66,763 158,033 (8,971 ) 224,903
Total current liabilities 9,078 450,092 509,783 (8,971 ) 959,982
Intercompany payables, net 1,544,299 487,183 — (2,031,482 ) —
Long-term debt, net — 993,074 425,634 — 1,418,708
Other noncurrent liabilities 19,103 45,513 173,414 — 238,030
Total WESCO International, Inc. stockholders'
equity 1,996,311 2,803,059 4,764,676 (7,567,735 ) 1,996,311

Noncontrolling interests — — (3,678 ) — (3,678 )
Total liabilities and stockholders’ equity $3,568,791 $ 4,778,921 $ 5,869,829 $(9,608,188 ) $4,609,353
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Condensed Consolidating Balance Sheet
December 31, 2015

(In thousands of dollars)
WESCO
International,
Inc.

WESCO
Distribution,
Inc.

Non-Guarantor
Subsidiaries

Consolidating
and
Eliminating
Entries

Consolidated

Cash and cash equivalents $— $ 38,963 $ 121,316 $— $160,279
Trade accounts receivable, net — — 1,075,257 — 1,075,257
Inventories — 376,641 433,426 — 810,067
Prepaid expenses and other current assets 15 47,290 173,596 (8,970 ) 211,931
Total current assets 15 462,894 1,803,595 (8,970 ) 2,257,534
Intercompany receivables, net — — 1,964,848 (1,964,848 ) —
Property, buildings and equipment, net — 56,921 109,818 — 166,739
Intangible assets, net — 4,072 399,577 — 403,649
Goodwill — 255,251 1,426,411 — 1,681,662
Investments in affiliates 3,309,006 3,827,069 — (7,136,075 ) —
Other assets — 32,601 27,541 — 60,142
Total assets $3,309,021 $ 4,638,808 $ 5,731,790 $(9,109,893 ) $4,569,726

Accounts payable $— $ 414,524 $ 300,995 $— $715,519
Short-term debt — — 43,314 — 43,314
Other current liabilities 15,254 55,129 127,555 (8,970 ) 188,968
Total current liabilities 15,254 469,653 471,864 (8,970 ) 947,801
Intercompany payables, net 1,320,240 644,608 — (1,964,848 ) —
Long-term debt, net 177,753 737,490 523,819 — 1,439,062
Other noncurrent liabilities 19,102 216,515 173,375 — 408,992
Total WESCO International, Inc. stockholders'
equity 1,776,672 2,570,542 4,565,533 (7,136,075 ) 1,776,672

Noncontrolling interests — — (2,801 ) — (2,801 )
Total liabilities and stockholders’ equity $3,309,021 $ 4,638,808 $ 5,731,790 $(9,109,893 ) $4,569,726
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Condensed Consolidating Statement of (Loss) Income and
Comprehensive (Loss) Income
Three Months Ended
September 30, 2016

(In thousands of dollars)
WESCO
International,
Inc.

WESCO
Distribution,
Inc.

Non-Guarantor
Subsidiaries

Consolidating
and
Eliminating
Entries

Consolidated

Net sales $— $ 827,648 $ 1,052,915 $ (25,351 ) $1,855,212
Cost of goods sold (excluding depreciation and
amortization) — 663,159 852,365 (25,351 ) 1,490,173
Selling, general and administrative expenses 38 128,514 126,995 — 255,547
Depreciation and amortization — 5,114 11,823 — 16,937
Results of affiliates’ operations 100,295 71,567 — (171,862 ) —
Interest expense (income), net 4,904 23,543 (7,655 ) — 20,792
Loss on debt redemption 123,933 — — — 123,933
Income tax expense (benefit) 2,441 (12,261 ) (11,329 ) — (21,149 )
Net (loss) income (31,021 ) 91,146 80,716 (171,862 ) (31,021 )
Net income attributable to noncontrolling
interests — — 590 — 590

Net (loss) income attributable to WESCO
International, Inc. $(31,021) $ 91,146 $ 80,126 $ (171,862 ) $(31,611 )

Other comprehensive loss:
Foreign currency translation adjustments (13,993 ) (13,993 ) (13,993 ) 27,986 (13,993 )
Comprehensive (loss) income attributable to
WESCO International, Inc. $(45,014) $ 77,153 $ 66,133 $ (143,876 ) $(45,604 )
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Condensed Consolidating Statement of Income and Comprehensive
Loss
Three Months Ended
September 30, 2015

(In thousands of dollars)
WESCO
International,
Inc.

WESCO
Distribution,
Inc.

Non-Guarantor
Subsidiaries

Consolidating
and
Eliminating
Entries

Consolidated

Net sales $— $ 876,098 $ 1,077,255 $ (29,454 ) $1,923,899
Cost of goods sold (excluding depreciation and
amortization) — 705,698 866,869 (29,454 ) 1,543,113
Selling, general and administrative expenses 5 131,648 126,498 — 258,151
Depreciation and amortization — 4,866 11,421 — 16,287
Results of affiliates’ operations 66,944 48,419 — (115,363 ) —
Interest expense (income), net 6,253 19,681 (5,517 ) — 20,417
Income tax (benefit) expense (1,698 ) 3,988 21,257 — 23,547
Net income 62,384 58,636 56,727 (115,363 ) 62,384
Net loss attributable to noncontrolling interests — — (1,119 ) — (1,119 )
Net income attributable to WESCO International,
Inc. $62,384 $ 58,636 $ 57,846 $ (115,363 ) $63,503

Other comprehensive loss:
Foreign currency translation adjustments (95,377 ) (95,377 ) (95,377 ) 190,754 (95,377 )
Comprehensive loss attributable to WESCO
International, Inc. $(32,993) $ (36,741 ) $ (37,531 ) $ 75,391 $(31,874 )
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Condensed Consolidating Statement of Income and Comprehensive
Income
Nine Months Ended
September 30, 2016

(In thousands of dollars)
WESCO
International,
Inc.

WESCO
Distribution,
Inc.

Non-Guarantor
Subsidiaries

Consolidating
and
Eliminating
Entries

Consolidated

Net sales $— $2,481,165 $ 3,140,011 $ (78,421 ) $5,542,755
Cost of goods sold (excluding depreciation and
amortization) — 1,985,639 2,535,861 (78,421 ) 4,443,079
Selling, general and administrative expenses (328 ) 351,663 448,021 — 799,356
Depreciation and amortization — 15,318 34,951 — 50,269
Results of affiliates’ operations 193,266 105,401 — (298,667 ) —
Interest expense (income), net 17,555 63,247 (21,729 ) — 59,073
Loss on debt redemption 123,933 — — — 123,933
Income tax (benefit) expense (1,261 ) 4,677 10,262 — 13,678
Net income 53,367 166,022 132,645 (298,667 ) 53,367
Net loss attributable to noncontrolling interests — — (876 ) — (876 )
Net income attributable to WESCO
International, Inc. $53,367 $166,022 $ 133,521 $ (298,667 ) $54,243

Other comprehensive income (loss):
Foreign currency translation adjustments 66,512 66,512 66,512 (133,024 ) 66,512
Post retirement benefit plan adjustments $(16 ) $(16 ) $ (16 ) $ 32 $(16 )
Comprehensive income attributable to WESCO
International, Inc. $119,863 $232,518 $ 200,017 $ (431,659 ) $120,739

19

Edgar Filing: WESCO INTERNATIONAL INC - Form 10-Q

31



WESCO INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)
(unaudited)

Condensed Consolidating Statement of Income and Comprehensive
Loss
Nine Months Ended
September 30, 2015

(In thousands of dollars)
WESCO
International,
Inc.

WESCO
Distribution,
Inc.

Non-Guarantor
Subsidiaries

Consolidating
and
Eliminating
Entries

Consolidated

Net sales $— $2,600,150 $ 3,144,759 $ (87,962 ) $5,656,947
Cost of goods sold (excluding depreciation and
amortization) — 2,089,594 2,525,204 (87,962 ) 4,526,836
Selling, general and administrative expenses 22 415,971 381,987 — 797,980
Depreciation and amortization — 14,640 33,707 — 48,347
Results of affiliates’ operations 173,137 131,074 — (304,211 ) —
Interest expense (income), net 18,641 55,561 (14,278 ) — 59,924
Income tax (benefit) expense (5,339 ) 6,976 62,410 — 64,047
Net income 159,813 148,482 155,729 (304,211 ) 159,813
Net loss attributable to noncontrolling interests — — (2,460 ) — (2,460 )
Net income attributable to WESCO
International, Inc. $159,813 $148,482 $ 158,189 $ (304,211 ) $162,273

Other comprehensive loss:
Foreign currency translation adjustments (183,634 ) (183,634 ) (183,634 ) 367,268 (183,634 )
Comprehensive loss attributable to WESCO
International, Inc. $(23,821 ) $(35,152 ) $ (25,445 ) $ 63,057 $(21,361 )
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Condensed Consolidating Statement of Cash Flows
Nine Months Ended
September 30, 2016

(In thousands of dollars)
WESCO
International,
Inc.

WESCO
Distribution,
Inc.

Non-Guarantor
Subsidiaries

Consolidating
and
Eliminating
Entries

Consolidated

Net cash provided by (used in) operating activities $124,834 $ (274,575 ) $ 366,929 $ — $ 217,188
Investing activities:
Capital expenditures — (9,224 ) (3,959 ) — (13,183 )
Acquisition payments, net of cash acquired — (50,745 ) — — (50,745 )
Dividends received from subsidiaries — 47,621 — (47,621) —
Other — (257,768 ) (335,594 ) 589,477 (3,885 )
Net cash used in investing activities — (270,116 ) (339,553 ) 541,856 (67,813 )
Financing activities:
Borrowings 224,043 1,386,397 468,890 (257,768) 1,821,562
Repayments (344,804 ) (834,688 ) (500,879 ) (331,709) (2,012,080 )
Dividends paid by subsidiaries — — (47,621 ) 47,621 —
Other (4,073 ) (3,494 ) — — (7,567 )
Net cash (used in) provided by financing activities (124,834 ) 548,215 (79,610 ) (541,856) (198,085 )
Effect of exchange rate changes on cash and cash
equivalents — — 1,268 — 1,268

Net change in cash and cash equivalents — 3,524 (50,966 ) — (47,442 )
Cash and cash equivalents at the beginning of period— 38,963 121,316 — 160,279
Cash and cash equivalents at the end of period $— $ 42,487 $ 70,350 $ — $ 112,837
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WESCO INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)
(unaudited)

Condensed Consolidating Statement of Cash Flows
Nine Months Ended
September 30, 2015

(In thousands of dollars)
WESCO
International,
Inc.

WESCO
Distribution,
Inc.

Non-Guarantor
Subsidiaries

Consolidating
and
Eliminating
Entries

Consolidated

Net cash (used in) provided by operating activities $(3,332) $ 160,270 $ 19,026 $ — $ 175,964
Investing activities:
Capital expenditures — (12,137 ) (4,105 ) — (16,242 )
Acquisition payments, net of cash acquired — (68,502 ) — — (68,502 )
Dividends received from subsidiaries — 98,455 — (98,455) —
Other — (192,781 ) 14,887 179,685 1,791
Net cash used in investing activities — (174,965 ) 10,782 81,230 (82,953 )
Financing activities:
Borrowings 157,422 936,352 394,905 (192,781) 1,295,898
Repayments — (901,448 ) (313,806 ) 13,096 (1,202,158 )
Equity activities (154,090) — — — (154,090 )
Dividends paid by subsidiaries — — (98,455 ) 98,455 —
Other — (12,938 ) — — (12,938 )
Net cash provided by (used in) financing activities 3,332 21,966 (17,356 ) (81,230) (73,288 )
Effect of exchange rate changes on cash and cash
equivalents — — (15,190 ) — (15,190 )

Net change in cash and cash equivalents — 7,271 (2,738 ) — 4,533
Cash and cash equivalents at the beginning of period — 32,508 95,811 — 128,319
Cash and cash equivalents at the end of period $— $ 39,779 $ 93,073 $ — $ 132,852
Revisions
The unaudited Condensed Consolidating Statement of Cash Flows for the nine months ended September 30, 2015 was
revised to appropriately present dividends paid by the non-guarantor subsidiaries and dividends received by WESCO
Distribution, Inc. The revisions did not impact the consolidated amounts previously reported, nor did they impact the
Company's obligations under the 2021 Notes or 2029 Debentures.
As described in Note 2, the Company adopted certain accounting pronouncements during the first quarter of 2016 that
were effective beginning this fiscal year. The adoption of such guidance resulted in certain reclassifications to
amounts previously reported in the Condensed Consolidating Balance Sheet at December 31, 2015.
12. SUBSEQUENT EVENTS
The Company evaluated subsequent events and concluded that no subsequent events have occurred that would require
recognition in the unaudited Condensed Consolidated Financial Statements or disclosure in the Notes thereto.
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Item 2.    Management's Discussion and Analysis of Financial Condition and Results of Operations.
The following discussion should be read in conjunction with the information in the unaudited condensed consolidated
financial statements and notes thereto included herein and WESCO International, Inc.’s Consolidated Financial
Statements and Management’s Discussion and Analysis of Financial Condition and Results of Operations included in
its 2015 Annual Report on Form 10-K. The matters discussed herein may contain forward-looking statements that are
subject to certain risks and uncertainties that could cause actual results to differ materially from expectations. Certain
of these risks are set forth in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31,
2015, as well as the Company’s other reports filed with the Securities and Exchange Commission.
Company Overview
WESCO International, Inc., incorporated in 1993 and effectively formed in February 1994 upon acquiring a
distribution business from Westinghouse Electric Corporation, is a leading North American-based distributor of
products and provider of advanced supply chain management and logistics services used primarily in industrial,
construction, utility and commercial, institutional and government (“CIG”) markets. We are a leading provider of
electrical, industrial, and communications maintenance, repair and operating (“MRO”) and original equipment
manufacturers (“OEM”) products, construction materials, and advanced supply chain management and logistics
services. Our primary product categories include general electrical and industrial supplies, wire, cable and conduit,
communications and security, electrical distribution and controls, lighting and sustainability, and automation, controls
and motors.
We serve over 80,000 active customers globally through approximately 500 full service branches located primarily in
North America, with operations in 14 additional countries and nine distribution centers located in the United States
and Canada. The Company employs approximately 9,300 employees worldwide. We distribute over 1,000,000
products, grouped into six categories, from more than 25,000 suppliers utilizing a highly automated, proprietary
electronic procurement and inventory replenishment system.
In addition, we offer a comprehensive portfolio of value-added capabilities, which includes supply chain management,
logistics and transportation, procurement, warehousing and inventory management, as well as kitting, limited
assembly of products and system installation. Our value-added capabilities, extensive geographic reach, experienced
workforce and broad product and supply chain solutions have enabled us to grow our business and establish a leading
position in North America.
Our financial results for the first nine months of 2016 reflect challenging end market conditions, partially offset by the
benefits of cost reduction actions and discretionary spending controls. Net sales decreased $114.2 million, or 2.0%,
over the same period last year. Cost of goods sold as a percentage of net sales was 80.2% and 80.0% for the first nine
months of 2016 and 2015, respectively. Selling, general and administrative ("SG&A") expenses as a percentage of net
sales were 14.4% and 14.1% for the first nine months of 2016 and 2015, respectively. Operating profit was $250.1
million for the current nine month period, compared to $283.8 million for the first nine months of 2015. Operating
profit decreased due to lower sales, which was partially offset by actions to reduce operating costs. Net income
attributable to WESCO International, Inc. for the nine months ended September 30, 2016 and 2015 was $54.2 million
and $162.3 million, respectively. The decrease in net income attributable to WESCO International, Inc. was primarily
the result of the non-cash loss related to the redemption of our 6.0% Convertible Senior Debentures due 2029 (the
"2029 Debentures").
Cash Flow
We generated $217.2 million in operating cash flow for the first nine months of 2016. Investing activities included net
payments of $50.7 million, primarily for the acquisition of Atlanta Electrical Distributors, LLC, and capital
expenditures of $13.2 million. Financing activities consisted of borrowings and repayments of $789.4 million and
$864.4 million, respectively, related to our revolving credit facility (the "Revolving Credit Facility"), borrowings and
repayments of $592.3 million and $691.3 million, respectively, related to our accounts receivable securitization
facility (the “Receivables Facility”), proceeds from the issuance of 5.375% Senior Notes due 2024 (the "2024 Notes") of
$350.0 million, a payment of $344.8 million to redeem our 2029 Debentures and repayments of $15.0 million applied
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to our term loan facility (the "Term Loan Facility"). Financing activities for the first nine months of 2016 also
included borrowings and repayments on our various international lines of credit of approximately $89.8 million and
$96.5 million, respectively. Free cash flow for the first nine months of 2016 and 2015 was $204.0 million and $159.8
million, respectively.
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The following table sets forth the components of free cash flow:
Nine Months Ended

Free Cash Flow: September 30,
2016

September 30,
2015

Cash flow provided by operations $217.2 $ 176.0
Less: Capital expenditures (13.2 ) (16.2 )
Free cash flow $204.0 $ 159.8
Note: Free cash flow is a non-GAAP financial measure provided by the Company as an additional liquidity measure.
Capital expenditures are deducted from operating cash flow to determine free cash flow. Free cash flow is available to
fund the Company's other investing and financing activities.
Financing Availability
As of September 30, 2016, we had $512.8 million in total available borrowing capacity under our Revolving Credit
Facility, which matures in September 2020, and $109.6 million in available borrowing capacity under our Receivables
Facility, which matures in September 2018.
Critical Accounting Policies and Estimates
During the nine months ended September 30, 2016, there were no significant changes to our critical accounting
policies and estimates referenced in our 2015 Annual Report on Form 10-K. See Note 2 of our Notes to Condensed
Consolidated Financial Statements for information regarding our critical accounting policies.
Results of Operations
Third Quarter of 2016 versus Third Quarter of 2015
The following table sets forth the percentage relationship to net sales of certain items in our Condensed Consolidated
Statements of (Loss) Income and Comprehensive (Loss) Income for the periods presented:

Three Months
Ended
September 30,
2016 2015

Net sales 100.0 % 100.0%
Cost of goods sold (excluding depreciation and amortization) 80.3 80.2
Selling, general and administrative expenses 13.8 13.4
Depreciation and amortization 0.9 0.8
Income from operations 5.0 5.6
Interest expense, net 1.1 1.1
Loss on debt redemption 6.7 —
(Loss) income before income taxes (2.8 ) 4.5
Provision for income taxes (1.1 ) 1.2
     Net (loss) income attributable to WESCO International, Inc. (1.7 )% 3.3 %
Net sales were $1.86 billion for the third quarter of 2016, compared to $1.92 billion for the third of 2015, a decrease
of 3.6%. Acquisitions had a 2.9% positive impact on net sales and were partially offset by a 0.3% impact from foreign
exchange rates, resulting in a 6.2% decrease in normalized organic sales for the third quarter of 2016.
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The following table sets forth normalized organic sales growth for the period presented:
Three Months
Ended

Normalized Organic Sales: September 30,
2016

Change in net sales (3.6 )%
Impact from acquisitions 2.9  %
Impact from foreign exchange rates (0.3 )%
Impact from number of workdays —  %
Normalized organic sales growth (6.2 )%
Note: Normalized organic sales growth is a non-GAAP financial measure provided by the Company to give a better
understanding of the Company's sales growth trends. Normalized organic sales growth is calculated by deducting the
percentage impact from acquisitions in the first year of ownership, foreign exchange rates and number of workdays
from the overall percentage change in consolidated net sales.
Cost of goods sold for the third quarter of 2016 and 2015 was $1.49 billion and $1.54 billion, and as a percentage of
net sales was 80.3% and 80.2%, respectively.
SG&A expenses in the third quarter of 2016 totaled $255.5 million versus $258.2 million in last year's comparable
quarter. As a percentage of net sales, SG&A expenses in the third quarter of 2016 and 2015 were 13.8% and 13.4%,
respectively. SG&A expenses were down as the cost impact of recent acquisitions and higher payroll expenses were
offset by savings from headcount reductions, branch closures and consolidations, and ongoing discretionary spending
cost controls.
SG&A payroll expenses for the third quarter of 2016 of $180.9 million increased by $4.8 million compared to the
same quarter in 2015. The increase in SG&A payroll expenses was primarily due to recent acquisitions, partially
offset by lower commission and incentive compensation costs.
Depreciation and amortization for the third quarter of 2016 and 2015 was $16.9 million and $16.3 million,
respectively.
Interest expense totaled $20.8 million for the third quarter of 2016 compared to $20.4 million in last year's comparable
quarter, an increase of approximately 1.8%. The following table sets forth the components of interest expense:

Three
Months
Ended
September
30,
2016 2015
(In millions
of dollars)

Amortization of debt discount $0.8 $1.2
Amortization of deferred financing fees 1.0 1.6
Interest related to uncertain tax provisions 0.1 0.2
Accrued interest 5.2 1.6
Non-cash interest expense 7.1 4.6
Cash interest expense 13.7 15.8
Total interest expense $20.8 $20.4
Loss on debt redemption of $123.9 million for the third quarter of 2016 was due to the early redemption of the 2029
Debentures on September 15, 2016.
The provision for income taxes for the third quarter of 2016 was a benefit of $21.1 million compared to income tax
expense of $23.5 million in last year's comparable quarter. The effective tax rate for the current quarter was 40.5%
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compared to 27.4% in the same quarter in 2015. The income tax benefit in the current quarter resulted from the
redemption of the 2029 Debentures. As adjusted, the effective tax rate for the third quarter of 2016 was 28.0%, which
is comparable to the effective tax rate for the third quarter of 2015. Our effective tax rate is impacted by the relative
amounts of income earned in the United States and foreign jurisdictions, primarily Canada, and the tax rates in these
jurisdictions.
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The following table sets forth the adjusted provision for income taxes:
Three Months Ended

Adjusted Tax Provision: September 30,
2016

September 30,
2015

Provision for income taxes $(21.1) $ 23.5
Income tax benefit from loss on debt redemption 41.2 —
Adjusted provision for income taxes $20.1 $ 23.5
Note: The adjusted provision for income taxes excludes the benefit from the loss on debt redemption. The Company
believes that this non-GAAP financial measure is useful to investors' overall understanding of the Company's current
financial performance and provides a consistent measure for assessing the current and historical financial results.
Net loss for the third quarter of 2016 of $31.0 million, compared to net income of $62.4 million for the third quarter of
2015, was primarily due to the loss recognized as a result of the early redemption of the 2029 Debentures. Adjusted
net income was $51.7 million for the three months ended September 30, 2016.
Net income of $0.6 million was attributable to noncontrolling interests for the third quarter of 2016, as compared to a
net loss of $1.1 million for the third quarter of 2015. The change in net income (loss) attributable to noncontrolling
interests was primarily due to foreign currency transactions.
Net loss and diluted loss per share attributable to WESCO International, Inc. were $31.6 million and $0.73 per share,
respectively, for the third quarter of 2016, compared with net income and diluted earnings per share of $63.5 million
and $1.28 per share, respectively, for the third quarter of 2015. Adjusted net income and adjusted diluted earnings per
share attributable to WESCO International, Inc. were $51.1 million and $1.05 per share, respectively, for the three
months ended September 30, 2016.
The following table sets forth adjusted net income attributable to WESCO International, Inc. and adjusted earnings per
diluted share:

Three Months Ended

Adjusted Income Before Income Taxes: September 30,
2016

September 30,
2015

(Loss) income before income taxes $(52.1) $ 85.9
Loss on debt redemption 123.9 —
Adjusted income before income taxes $71.8 $ 85.9

Adjusted Net Income Attributable to WESCO International, Inc.:
Adjusted income before income taxes $71.8 $ 85.9
Adjusted provision for income taxes 20.1 23.5
Adjusted net income 51.7 62.4
Net income (loss) attributable to noncontrolling interests 0.6 (1.1 )
Adjusted net income attributable to WESCO
International, Inc. $51.1 $ 63.5

Adjusted Earnings Per Diluted Share:
Diluted shares 48.7 49.7
Adjusted earnings per diluted share $1.05 $ 1.28
Note: Adjusted net income attributable to WESCO International, Inc. is defined as income (loss) before income taxes
plus the loss on debt redemption, less the provision for income taxes excluding the benefit of such loss. Adjusted
earnings per diluted share is computed by
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dividing adjusted net income attributable to WESCO International, Inc. by the weighted-average common shares
outstanding and common share equivalents. The Company believes that these non-GAAP financial measures are
useful to investors' overall understanding of the Company's current financial performance and provides a consistent
measure for assessing the current and historical financial results.
Nine Months Ended September 30, 2016 versus Nine Months Ended September 30, 2015
The following table sets forth the percentage relationship to net sales of certain items in our Condensed Consolidated
Statements of (Loss) Income and Comprehensive (Loss) Income for the periods presented:

Nine Months
Ended
September 30,
2016 2015

Net sales 100.0% 100.0%
Cost of goods sold (excluding depreciation and amortization) 80.2 80.0
Selling, general and administrative expenses 14.4 14.1
Depreciation and amortization 0.9 0.9
Income from operations 4.5 5.0
Interest expense, net 1.1 1.1
Loss on debt redemption 2.2 —
Income before income taxes 1.2 3.9
Provision for income taxes 0.2 1.1
     Net income attributable to WESCO International, Inc. 1.0 % 2.8 %
Net sales were $5.54 billion for the first nine months of 2016 compared to $5.66 billion for the first nine months of
2015, a decrease of 2.0%. Acquisitions and workdays had positive impacts on net sales of 3.5% and 1.1%,
respectively, and were partially offset by a 1.2% impact from foreign exchange rates, resulting in a 5.4% decrease in
normalized organic sales for the first nine months of 2016.
The following table sets forth normalized organic sales growth for the period presented:

Nine Months
Ended

Normalized Organic Sales: September 30,
2016

Change in net sales (2.0 )%
Impact from acquisitions 3.5  %
Impact from foreign exchange rates (1.2 )%
Impact from number of workdays 1.1  %
Normalized organic sales growth (5.4 )%
Note: Normalized organic sales growth is a non-GAAP financial measure provided by the Company to give a better
understanding of the Company's sales growth trends. Normalized organic sales growth is calculated by deducting the
percentage impact from acquisitions in the first year of ownership, foreign exchange rates and number of workdays
from the overall percentage change in consolidated net sales.
Cost of goods sold for the first nine months of 2016 was $4.44 billion compared to $4.53 billion for the first nine
months of 2015, and as a percentage of net sales was 80.2% and 80.0% in 2016 and 2015, respectively. The increase
in cost of goods sold as a percentage of net sales was primarily due to the negative impact of pricing and unfavorable
business mix, partially offset by the cost benefits of supply chain management initiatives.
SG&A expenses in the first nine months of 2016 totaled $799.4 million versus $798.0 million in last year's
comparable period. As a percentage of net sales, SG&A expenses were 14.4% in the first nine months of 2016
compared to 14.1% in the first nine months of 2015. The increase in SG&A expenses was primarily due to an increase
in costs from recent acquisitions and higher payroll expenses, which were partially offset by savings from headcount
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SG&A payroll expenses for the first nine months of 2016 of $560.8 million increased by $6.8 million compared to the
same period in 2015. The increase in SG&A payroll expenses was primarily due to recent acquisitions, partially offset
by the effect of headcount reductions and lower commission and incentive compensation costs.
Depreciation and amortization for the first nine months of 2016 and 2015 was $50.3 million and $48.3 million,
respectively.
Interest expense totaled $59.1 million for the first nine months of 2016 compared to $59.9 million for the first nine
months of 2015, a decrease of approximately 1.4%. The following table sets forth the components of interest expense:

Nine
Months
Ended
September
30,
2016 2015
(In millions
of dollars)

Amortization of debt discount $3.0 $4.4
Amortization of deferred financing fees 2.7 4.9
Interest related to uncertain tax provisions 0.4 0.6
Accrued interest 5.9 1.7
Non-cash interest expense 12.0 11.6
Cash interest expense 47.1 48.3
Total interest expense $59.1 $59.9
Loss on debt redemption of $123.9 million for the nine months ended September 30, 2016 was due to the early
redemption of the 2029 Debentures on September 15, 2016.
Income tax expense totaled $13.7 million for the first nine months of 2016 compared to $64.0 million in last year's
comparable period, and the effective tax rate was 20.4% compared to 28.6% in the same period in 2015. The effective
tax rate for the current year was impacted by the redemption of the 2029 Debentures. As adjusted, the effective tax
rate for the nine months ended September 30, 2016 was 28.8%, which is comparable to the effective tax rate for the
prior year.
The following table sets forth the adjusted provision for income taxes:

Nine Months Ended

Adjusted Tax Provision: September 30,
2016

September 30,
2015

Provision for income taxes $ 13.7 $ 64.1
Income tax benefit from loss on debt redemption 41.2 —
Adjusted provision for income taxes $ 54.9 $ 64.1
Note: The adjusted provision for income taxes excludes the benefit from the loss on debt redemption. The Company
believes that this non-GAAP financial measure is useful to investors' overall understanding of the Company's current
financial performance and provides a consistent measure for assessing the current and historical financial results.
For the first nine months of 2016, net income decreased by $106.4 million to $53.4 million compared to $159.8
million in the first nine months of 2015. The decrease in net income was primarily due to the loss recognized as a
result of the early redemption of the 2029 Debentures. Adjusted net income for the nine months ended September 30,
2016 was $136.0 million.
Net loss of $0.9 million and $2.5 million was attributable to noncontrolling interests for the first nine months of 2016
and 2015, respectively. The change in net loss attributable to noncontrolling interests was primarily due to foreign
currency transactions.
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Net income and diluted earnings per share attributable to WESCO International, Inc. were $54.2 million and $1.13 per
share, respectively, for the first nine months of 2016, compared with $162.3 million and $3.16 per share, respectively,
for the first nine months of 2015. Adjusted net income and diluted earnings per share attributable to WESCO
International, Inc. were $136.9 million and $2.85 per share, respectively, for the nine months ended September 30,
2016.

28

Edgar Filing: WESCO INTERNATIONAL INC - Form 10-Q

46



WESCO INTERNATIONAL, INC. AND SUBSIDIARIES

The following table sets forth adjusted net income attributable to WESCO International, Inc. and adjusted earnings per
diluted share:

Nine Months Ended

Adjusted Income Before Income Taxes: September 30,
2016

September 30,
2015

Income before income taxes $67.0 $ 223.9
Loss on debt redemption 123.9 —
Adjusted income before income taxes $190.9 $ 223.9

Adjusted Net Income Attributable to WESCO International, Inc.:
Adjusted income before income taxes $190.9 $ 223.9
Adjusted provision for income taxes 54.9 64.1
Adjusted net income 136.0 159.8
Net loss attributable to noncontrolling interests (0.9 ) (2.5 )
Adjusted net income attributable to WESCO
International, Inc. $136.9 $ 162.3

Adjusted Earnings Per Diluted Share:
Diluted shares 48.0 51.3
Adjusted earnings per diluted share $2.85 $ 3.16
Note: Adjusted net income attributable to WESCO International, Inc. is defined as income (loss) before income taxes
plus the loss on debt redemption, less the provision for income taxes excluding the benefit of such loss. Adjusted
earnings per diluted share is computed by dividing adjusted net income attributable to WESCO International, Inc. by
the weighted-average common shares outstanding and common share equivalents. The Company believes that these
non-GAAP financial measures are useful to investors' overall understanding of the Company's current financial
performance and provides a consistent measure for assessing the current and historical financial results.
Liquidity and Capital Resources
Total assets were $4.61 billion at September 30, 2016 and $4.57 billion at December 31, 2015. Total liabilities were
$2.62 billion at September 30, 2016 and $2.80 billion at December 31, 2015. Stockholders’ equity increased $218.8
million to $1.99 billion at September 30, 2016, primarily due to the redemption of the 2029 Debentures, which had a
net impact on equity of $93.6 million, foreign currency translation adjustments of $66.5 million and net income of
$54.2 million.
Our liquidity needs generally arise from fluctuations in our working capital requirements, capital expenditures,
acquisitions and debt service obligations. As of September 30, 2016, we had $512.8 million in available borrowing
capacity under our Revolving Credit Facility and $109.6 million in available borrowing capacity under our
Receivables Facility, which combined with available cash of $70.8 million, provided liquidity of $693.2 million. Cash
included in our determination of liquidity represents cash in deposit and interest bearing investment accounts. We
believe cash provided by operations and financing activities will be adequate to cover our current operational and
business needs. In addition, the Company regularly reviews its mix of fixed versus variable rate debt, and the
Company may, from time to time, issue or retire borrowings and/or refinance existing debt in an effort to mitigate the
impact of interest rate fluctuations and to maintain a cost-effective capital structure consistent with its anticipated
capital requirements. On September 15, 2016, we used the net proceeds from the 2024 Notes, which were issued in
June 2016, to redeem our 2029 Debentures. As a result, the Company's debt portfolio is relatively balanced between
fixed and variable rate debt as of September 30, 2016.
We monitor the depository institutions that hold our cash and cash equivalents on a regular basis, and we believe that
we have placed our deposits with creditworthy financial institutions. We also communicate on a regular basis with our
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lenders regarding our financial and working capital performance, liquidity position and financial leverage. Our
financial leverage ratio was 3.6 and 3.8 as of September 30, 2016 and December 31, 2015, respectively. In addition,
we are in compliance with all covenants and restrictions contained in our debt agreements as of September 30, 2016.
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The following table sets forth the Company's financial leverage ratio as of September 30, 2016 and December 31,
2015:

Twelve months ended

Financial Leverage: September 30,
2016

December 31,
2015

(In millions of dollars,
except ratio)

Income from operations $340.0 $ 373.7
Depreciation and amortization 66.9 65.0
EBITDA $406.9 $ 438.7

September 30,
2016

December 31,
2015

Current debt and short-term borrowings $36.8 $ 44.3
Long-term debt 1,418.7 1,439.1
Debt discount and deferred financing fees(1) 18.2 182.0
Total debt $1,473.7 $ 1,665.4

Financial leverage ratio based on total debt 3.6 3.8

(1) Long-term debt is presented in the condensed consolidated balance sheets net of deferred financing fees and debt
discount related to the convertible debentures and term loan.

Note: Financial leverage is a non-GAAP financial measure provided by the Company to illustrate its capital structure
position. Financial leverage ratio is calculated by dividing total debt, including debt discount and deferred financing
fees, by EBITDA. EBITDA is defined as the trailing twelve months earnings before interest, taxes, depreciation and
amortization.
At September 30, 2016, we had cash and cash equivalents totaling $112.8 million, of which $82.6 million was held by
foreign subsidiaries. The cash held by some of our foreign subsidiaries could be subject to additional U.S. income
taxes if repatriated. We believe that we are able to maintain a sufficient level of liquidity for our domestic operations
and commitments without repatriation of the cash held by these foreign subsidiaries.
We did not note any triggering events or substantive changes during the first nine months of 2016 that would require
an interim evaluation of impairment of goodwill or indefinite-lived intangible assets. We will perform our annual
impairment testing of goodwill and indefinite-lived intangible assets during the fourth quarter. To test for impairment,
we estimate the fair value of our reporting units, which requires judgment and involves the use of significant estimates
and assumptions. The determination of fair value could be negatively affected by the current economic environment
and conditions in the markets in which we operate and those where our customers are based.
Over the next several quarters, we plan to closely manage working capital, and it is expected that excess cash will be
directed primarily at acquisitions, debt reduction and share repurchases. We remain focused on maintaining ample
liquidity and credit availability. We believe our balance sheet and ability to generate ample cash flow provides us with
a durable business model and should allow us to fund expansion needs and growth initiatives.
Cash Flow
Operating Activities. Cash provided by operating activities for the first nine months of 2016 totaled $217.2 million,
compared with $176.0 million of cash generated for the first nine months of 2015. Cash provided by operating
activities included net income of $53.4 million and adjustments to net income totaling $163.6 million. Other sources
of cash in 2016 included: an increase in other current and noncurrent liabilities of $37.0 million; and, a decrease in
other accounts receivable of $15.5 million due to lower supplier volume rebate accruals. Primary uses of cash in 2016
included: a decrease in accounts payable of $30.3 million; an increase in prepaid expenses and other assets of $8.6
million; an increase in inventories of $7.7 million; an increase in trade receivables of $3.1 million; and, a decrease in
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accrued payroll and benefit costs of $2.6 million.
Cash provided by operating activities for the first nine months of 2015 totaled $176.0 million, which included net
income of $159.8 million and adjustments to net income totaling $92.2 million. Other sources of cash in 2015
included: a decrease in other accounts receivable of $64.9 million due mostly to the reversal of an accrual related to a
legal settlement, as well as a decrease in the accrual for supplier volume rebates; and $30.4 million from an increase in
accounts payable. Primary uses of cash in 2015 included: a decrease in other current and noncurrent liabilities of
$50.2 million primarily due to the legal settlement referenced above; $49.8 million from the increase in trade
receivables; $38.9 million for the increase in inventories;
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$20.4 million for the decrease in accrued payroll and benefit costs; and $12.0 million for the increase in prepaid
expenses and other assets.
Investing Activities. Net cash used in investing activities for the first nine months of 2016 was $67.8 million,
compared with $83.0 million of net cash used during the first nine months of 2015. Included in the first nine months
of 2016 were net acquisition payments of $50.7 million associated primarily with Atlanta Electrical Distributors, LLC,
compared to acquisition payments of $68.5 million in the first nine months of 2015, which were primarily related to
the acquisition of Hill Country Electric Supply, LP. Capital expenditures were $13.2 million for the nine month period
ended September 30, 2016 as compared to $16.2 million for the nine month period ended September 30, 2015.
Financing Activities. Net cash used in financing activities for the first nine months of 2016 was $198.1 million,
compared to $73.3 million used in the first nine months of 2015. During the first nine months of 2016, financing
activities consisted of borrowings and repayments of $789.4 million and $864.4 million, respectively, related to our
Revolving Credit Facility, borrowings and repayments of $592.3 million and $691.3 million, respectively, related to
our Receivables Facility, proceeds from the issuance of the 2024 Notes of $350.0 million, a payment of $344.8
million to redeem our 2029 Debentures and repayments of $15.0 million applied to our Term Loan Facility. Financing
activities for the first nine months of 2016 also included borrowings and repayments on our various international lines
of credit of approximately $89.8 million and $96.5 million, respectively.
During the first nine months of 2015, financing activities consisted of borrowings and repayments of $987.7 million
and $939.7 million, respectively, related to our Revolving Credit Facility, borrowings and repayments of $232.6
million and $132.6 million, respectively, related to our Receivables Facility, and repayments of $56.4 million applied
to our Term Loan Facility. Financing activities in 2015 also included borrowings and repayments on our various
international lines of credit of approximately $75.6 million and $73.5 million, respectively. Additionally, financing
activities for the first nine months of 2015 included the repurchase of $155.8 million of the Company's common stock,
$150.0 million of which was pursuant to the repurchase plan announced on December 17, 2014.
Contractual Cash Obligations and Other Commercial Commitments
There were no material changes in our contractual obligations and other commercial commitments that would require
an update to the disclosure provided in our 2015 Annual Report on Form 10-K. Management believes that cash
generated from operations, together with amounts available under our Revolving Credit Facility and the Receivables
Facility, will be sufficient to meet our working capital, capital expenditures and other cash requirements for the
foreseeable future. However, there can be no assurances that this will continue to be the case.
Inflation
The rate of inflation, as measured by changes in the producer price index, affects different commodities, the cost of
products purchased and ultimately the pricing of our different products and product classes to our customers. For the
nine months ended September 30, 2016, pricing negatively impacted sales by approximately 50 basis points.
Historically, price changes from suppliers have been consistent with inflation and have not had a material impact on
the results of operations.
Seasonality
Our operating results are not significantly affected by seasonal factors. Sales during the first quarter are affected by a
reduced level of activity. Sales during the second, third and fourth quarters are generally 5 - 7% higher than the first
quarter. Sales typically increase beginning in March, with slight fluctuations per month through October. During
periods of economic expansion or contraction, our sales by quarter have varied significantly from this pattern.
Impact of Recently Issued Accounting Standards
See Note 2 of our Notes to Condensed Consolidated Financial Statements for information regarding the effect of new
accounting pronouncements.
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Forward-Looking Statements
From time to time in this report and in other written reports and oral statements, references are made to expectations
regarding our future performance. When used in this context, the words “anticipates,” “plans,” “believes,” “estimates,” “intends,”
“expects,” “projects,” “will” and similar expressions may identify forward-looking statements, although not all
forward-looking statements contain such words. Such statements including, but not limited to, our statements
regarding business strategy, growth strategy, competitive strengths, productivity and profitability enhancement,
competition, new product and service introductions and liquidity and capital resources are based on management’s
beliefs, as well as on assumptions made by and information currently available to, management, and involve various
risks and uncertainties, some of which are beyond our control. Our actual results could differ materially from those
expressed in any forward-looking statement made by us or on our behalf. In light of these risks and uncertainties, there
can be no assurance that the forward-looking information will in fact prove to be accurate. Certain of these risks are
set forth in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2015, as well as the
Company’s other reports filed with the Securities and Exchange Commission. We have undertaken no obligation to
publicly update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise.
Item 3.    Quantitative and Qualitative Disclosures about Market Risks.
There have not been any material changes to our exposures to market risk during the quarter ended September 30,
2016 that would require an update to the relevant disclosures provided in our 2015 Annual Report on Form 10-K.
Item 4.    Controls and Procedures.
Under the supervision and with the participation of our management, including our principal executive officer and
principal financial officer, we conducted an evaluation of our disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)). Based on this evaluation, our principal executive officer and our principal
financial officer concluded that our disclosure controls and procedures and internal control over financial reporting
were effective as of the end of the period covered by this report.
During the third quarter of 2016, there were no changes in our internal control over financial reporting that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II—OTHER INFORMATION
Item 1. Legal Proceedings.
From time to time, a number of lawsuits and claims have been or may be asserted against us relating to the conduct of
our business, including routine litigation relating to commercial and employment matters. The outcomes of litigation
cannot be predicted with certainty, and some lawsuits may be determined adversely to us. However, management does
not believe, based on information presently available, that the ultimate outcome of any such pending matters is likely
to have a material adverse effect on our financial condition or liquidity, although the resolution in any fiscal quarter of
one or more of these matters may have a material adverse effect on our results of operations for that period.
See the information set forth in Note 9 Commitments and Contingencies in the Notes to Condensed Consolidated
Financial Statements under Part 1, Item 1 of this Form 10-Q, which is incorporated by reference in response to this
Item.
Item 1A. Risk Factors.
There have been no material changes to the risk factors previously disclosed in Item 1A. to Part 1 of WESCO’s Annual
Report on Form 10-K for the fiscal year ended December 31, 2015.
Item 6.    Exhibits.
(a)Exhibits
(31)    Rule 13a-14(a)/15d-14(a) Certifications
(1)    Certification of Chief Executive Officer pursuant to Rules 13a-14(a) promulgated under the Exchange Act.
(2)    Certification of Chief Financial Officer pursuant to Rules 13a-14(a) promulgated under the Exchange Act.
(32)    Section 1350 Certifications
(1)    Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
(2)    Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101.INS    XBRL Instance Document.
101.SCH    XBRL Taxonomy Extension Schema Document.
101.CAL    XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF    XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB    XBRL Taxonomy Extension Label Linkbase Document.
101.PRE    XBRL Taxonomy Extension Presentation Linkbase Document.
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SIGNATURES

Pursuant to the requirements 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.

WESCO International, Inc.
(Registrant)

November 4, 2016 By:/s/ David S. Schulz
(Date) David S. Schulz

Senior Vice President and Chief Financial Officer
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