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Ahead lies a Bold Future, one that links cutting-edge
technology with unmatched services capabilities to
empower our customers’ effectiveness and efficiency,
while offering consumers new levels of choice and
convenience. At Diebold, we're harnessing the talent

and passion of our people to build that bold tomorrow.

“"We are challenging the status quo to develop
exciting new ways to help customers...”

Thomas W. Swidarski, President and Chief Executive Officer



into a world-class, software-led services provider aligned with the security, convenience and
efficiency needs of our customers. Inspired to innovate, our teams are creating solutions that bring
to life the bold future we envision. We are challenging the status quo to develop exciting new ways to
help customers reduce costs, improve efficiency, strengthen security and address rapidly changing
consumer expectations.
Our vision is much more than hopeful speculation about what could be. We have mapped a

clear path, including three essential pillars, toward this future.

A strategy that leverages our leadership in software-led services, attuned with the needs

of our core global markets for financial self-service and security solutions.

The financial capacity to implement that strategy and fund the investments necessary

to drive growth, while preserving our ability to return value to shareholders in the form of

reliable, growing dividends and, as appropriate, share repurchase.

A disciplined risk assessment process, focused on proactively identifying and mitigating

potential risks to our continued success.

Diebold’s leading edge is our unique ability to address the emerging needs of customers in
technologically sophisticated, comprehensive and holistic ways. The market forces we cited in last
year’s report — a more complex banking environment with increased regulatory requirements, higher
structural costs and new constraints on fee income — have intensified, not abated. For Diebold, pres-
sures on bank profitability create compelling growth opportunities. Now more than ever, our customers
seek solutions that reduce complexity, drive out costs and provide new revenue streams.

Our robust offerings in software, services, deposit automation and electronic security are
winning in key global markets because they address the most significant challenges our customers
face. Our solutions take out cost, improve financial performance and confront rising security threats.
They also expand the capabilities of the self-service channel to deliver a consistent and secure user
experience to consumers across all banking channels and device platforms, including smartphones

and tablets.
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Growing:

Software-led Services
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Several years ago, we launched our Diebold Integrated Services® (IS) outsourcing business in
North America with the confidence that we would innovate and improve a financial self-service ecosys-
tem that was more expensive, less reliable and less adaptable than it should be. Initially our scale was
small, generating about $5 million in contract value in year one. In time we proved the viability of our
model and built trust in our ability to deliver value. In the ensuing years we have achieved exponential
growth in this business; our total contract values signed in 2011 exceeded half a billion dollars.

In February 2012 we announced the strongest validation yet of our outsourcing vision — our
largest North American integrated services contract. We will provide support to TD Bank Group’s multi-
vendor network of more than 4,400 automated teller machines (ATMs) in North America. In this
assignment, our unmatched experience in managing complex projects with multiple partners and our
competency in logical security position us to deliver unique value. We are providing a fully integrated
suite of business process outsourcing services, including our market-leading ATM management and
monitoring solution, OpteView® Resolve™. This contract is evidence that our outsourcing model
aligns not only with the needs of small and mid-size banks, but with large institutions that possess
scale yet have a need to focus resources on their core business.

In addition to service and integrated services, the second key demand driver in the global
ATM marketplace remains deposit automation, including check-imaging and cash-handling modules.
Among the largest U.S. national banks there was extensive deployment of deposit automation-enabled
terminals. Yet, more opportunity remains — notably, to bring this technology to smaller national and re-
gional banks. Today, approximately 25 percent of ATMs globally are configured for automated deposits.
The business case for increased automation, and the customer demand for convenience, is growing.

Our already strong solution set was further enhanced in 2011 with the introduction of the
Opteva® Flex Performances™ Series, the most reliable self-service terminals we have ever offered.
Flex combines traditional deposit automation capabilities with full currency recycling — an industry
first. Highly adaptable, its configuration options make Flex well suited not only for North America, but
also for deposit automation-intense markets such as Latin America, Asia Pacific and Europe, Middle
East and Africa (EMEA).

In 2011 Diebold unveiled one of the most exciting innovations in our history: a prototype of
the world’s first virtualized ATM. Developed in collaboration with VMware®, an industry leader in cloud

computing and virtualization technologies, the prototype is an important milestone on our strategic path



software-led services

to make the self-service channel more efficient, cost-effective and secure. We lead the industry with this
game-changing platform, which removes the onboard computer from the terminal and assigns each
machine in a fleet to a highly secure, centralized computing resource.

Virtualization will fundamentally change the way Diebold — and our customers — deploy solu-
tions to the marketplace. It will enable unified management of a wide array of services — from upgrades
to replenishment to maintenance — and make possible the effective orchestration of multiple channels.
We have set a course to lead the revolution cloud technologies will create within the ATM marketplace.
What we learn from that first-mover advantage will help ensure that we will also be the most capable in

deploying the self-service solutions of tomorrow.
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A BOLD STRATEGY FOR RENEWED GROWTH IN SECURITY

While the growth of our ATM outsourcing business is impressive, we see equal, if not greater,
potential for our innovative integrated services approach in our electronic security business. Similar
to the self-service channel, security challenges, advances in technology, and the systems required to
address them have grown increasingly complex. This has created a greater appetite among financial
institutions for outsourcing solutions, particularly in the areas of monitoring, services and software.

Our success in reaching new markets with a more sophisticated and diverse electronic
security offering, and earning prestigious security integration assignments such as New York’s
World Trade Center, has built the competencies that make us a more effective competitor. In fact,
SDM Magazine named us the 2011 Systems Integrator of the Year for our efforts. Today we are
bringing that expertise back into the financial sector with a focused effort to secure large, complex
and technologically demanding assignments. We've created new customer teams that possess
the specialized expertise in logical and enterprise security this market requires. We are leveraging
best practices and some of our best talent from our ATM integrated services business to build the
foundation of a new security outsourcing business.

The financial crisis that began in 2008 brought with it distress for the physical security market

for bank branches — the core of our traditional security business. That market remains challenged,



financial selt-service
and security

and it may remain so for some time. We are confident that our strategy to focus talent and resources
on the most compelling opportunities in electronic security, and to build a comprehensive integrated

services offering, will put us on a trajectory for renewed growth in our security business.

Diebold’s presence spans nearly 90 countries around the globe. In 2011, our global strategy
became more tightly focused on the most critical markets that anchor each region. We are maximizing
resources and talent in those markets with large or expanding financial sectors where demand for self-
service solutions and services is growing, and where we enjoy the operational scale to create impact
and drive growth.

In the Asia Pacific region, China, India, Thailand and Indonesia meet those criteria. Each offers
rising incomes, expanding middle-class populations, strong and growing financial sectors and increas-
ing consumer preference for self-service solutions. These four countries help make Asia Pacific the
fastest-growing ATM market in the world, with a strong emphasis on cash recycling solutions. The new
Opteva Flex Performance Series is well aligned with the needs of this market.

Diebold continues to enjoy the No. 1 position in Latin America, anchored by our strong pres-
ence in its two largest markets — Brazil and Mexico. Our Diebold Brazil team’s capabilities in software
development, services and technological innovation represent a core strength. Its talent is industry
recognized, as it was named the best information technology company in the digital industry segment
by Brazil's Exame Magazine. This aptitude fortifies our market leadership in the region and benefits
our entire global organization.

Last year, we announced plans to restructure and refocus our EMEA operations to restore
profitability in the region. By lowering our cost structure and concentrating on opportunities in anchor
countries such as the U.K,, France and Spain, we reported a return to modest profitability in the region
by the fourth quarter of 2011. More work remains, but we have set the stage for continued improvement.

Many of our anchor countries are home to the largest global banks. As such, their influence
extends far beyond their home region. For example, the linkages between Spain and Latin America are
extensive. In an increasingly interconnected financial world, these linkages will only continue to grow.
For those reasons, an approach that builds stronger relationships with customers spanning multiple

geographies has resonance on a global basis.
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UNDERPINNING OUR CHANGE AGENDA: A STRONG FINANCIAL FOUNDATION

Achieving our bold objectives requires the financial capacity and flexibility to invest in growth,
even as we sustain our strong record of returning value to shareholders. In 2011, we delivered a solid
financial performance as we took particular advantage of an improving market for financial self-service
solutions in North America. We were especially pleased to conclude the year with strong momentum
in the fourth quarter, growing sales, orders and earnings. The market traction gained by our services
focus led to improvements in both gross and operating margins. Profitability gains also resulted from
reductions in our cost structure and an emphasis on more profitable business opportunities globally.

Nearly 55 percent of our 2011 revenues were derived from services. These largely recurring
revenues provide solid profitability and the predictable stream of cash that supports our dividend. In
February 2012, our board of directors increased the dividend for the 59th consecutive year, a record of
consistent and growing return that is unmatched by any U.S. corporation.

In addition, our cash performance provides the flexibility and the capacity to fund invest-
ments in software and other new product development and, when appropriate, in opportunistic,

strategic acquisitions.

A STRENGTHENED APPROACH TO ADDRESSING RISK

The third pillar supporting our path forward is a robust and comprehensive process to identify,
assess and mitigate risks to the company. We have made significant strides to strengthen the control
environment within the company. Our formalized risk assessment process expands and builds upon
that effort. The Diebold Risk Council identifies potential risks in four categories — financial, operational,
strategic and compliance — and devises mitigation strategies for each. In addition, in 2011 we created
the position of chief compliance officer to expand a proactive compliance program that extends across
all our global operations. The company’s increased emphasis on managing risk, and the high level
of engagement of the board and senior leadership in these important matters, will serve us well as we

address future business challenges.

ALIGNMENT AND TALENT DEVELOPMENT TO SUPPORT BOLD ASPIRATIONS

Executing our strategy requires the right organizational alignment, as well as structured
processes to maximize the talents of thousands of Diebold associates — the men and women who
define our success. Across our operations, we have renewed our commitment to training and leader-
ship development. That process is leading to richer conversations, deeper understanding and greater
associate engagement with our strategy and goals.

We are also committed to the organizational change necessary to facilitate virtualization and
a cloud-based advanced services platform — to propel this and other interconnecting technologies

from promising prototypes to successful marketplace solutions. The recent promotion of Frank Natoli



achieving bold objectives
L

to executive vice president, chief innovation officer, and a new alignment of our global research and
development organization, will improve our speed to market and collaboration among our global

engineering, marketing, product management and technology groups.

OUR BOLD CULTURE:

CANDID, TRANSPARENT AND COMMITTED TO CONTINUOUS IMPROVEMENT
As noted in last year’s report, subsequent to identifying certain transactions that potentially

implicate the Foreign Corrupt Practices Act (FCPA), Diebold voluntarily self-reported those findings to

the Securities and Exchange Commission (SEC) and the U.S. Department of Justice (DOJ), and un-

dertook a rigorous and comprehensive review of our global FCPA compliance. We have conducted a

global internal review. The results were shared with the SEC and DOJ as we fully cooperate with these

agencies’ ongoing inquiries and work toward a final resolution of these matters.
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Diebold culture

Products vs. Services
2011 Revenue Going forward, we are committed to continuous improvement across the organization

with our strengthened risk assessment and mitigation process and an enhanced global com-

pliance program.

HOW DIEBOLD WILL DELIVER VALUE
Diebold ended 2011 with solid momentum in orders, sales and profitability. We are

positioned to continue that momentum in 2012, as our services-focused strategy and leading-edge

technology win increasing favor in the marketplace. While macroeconomic uncertainties remain, and
B Products several of the markets we serve will continue to encounter headwinds, we are optimistic about the
M Services potential for growth in the year ahead.

Our strategy is designed to leverage the talent of our teams and the capabilities of our
organization to benefit customers in new and exciting ways. Yet we pursue innovation not for its own
sake, but to better serve our customers as well as fuel sustainable growth and shareholder value.
The overarching principle that guides our strategy is a commitment to make decisions that drive
increased value for you and for all our stakeholders.

I’'m confident we can achieve a bold future that delivers increasing value. Leading the
way will be the talent of more than 16,000 associates, each committed to aggressively tackling
challenges in new ways. | am grateful for their efforts, and for the confidence and support of our

shareholders, customers, partners and all Diebold stakeholders.

Sincerely,

Thomas W. Swidarski

President and Chief Executive Officer
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PART I

ITEM 1: BUSINESS
(Dollars in thousands)

GENERAL

Diebold, Incorporated (collectively with its subsidiaries, the Company) was incorporated under the laws of the state of Ohio in
August 1876, succeeding a proprietorship established in 1859.

The Company is a global leader in providing integrated self-service delivery and security systems and services to primarily the
financial, commercial, government and retail markets. Sales of systems and equipment are made directly to customers by the
Company’s sales personnel, manufacturers’ representatives and distributors globally. The sales and support organizations work
closely with customers and their consultants to analyze and fulfill the customers’ needs.

The Company’s vision is fo be recognized as the essential partner in creating and implementing ideas that optimize convenience,
efficiency and security. This vision is the guiding principle behind the Company’s transformation to becoming a more software-
led services company. Services comprise more than 50 percent of the Company’srevenue. The Company expects that this percentage
will continue to grow over time as the Company continues to build on its strong base of maintenance and advanced services to
deliver world-class integrated services.

PRODUCT AND SERVICE SOLUTIONS

The Company has two core lines of business: Self-Service Solutions and Security Solutions, which the Company integrates based
on the customers’ needs. Financial information for the product and service solutions can be found in note 19 to the consolidated
financial statements, which is contained in Item 8 of this annual report on Form 10-K.

Self-Service Solutions

One popular example of self-service solutions is the automated teller machine (ATM). The Company offers an integrated line of
self-service technologies and services, including comprehensive ATM outsourcing, ATM security, deposit and payment terminals
and software. The Company is a leading global supplier of ATMs and related services and holds the leading market position in
many countries around the world.

Self-Service Support and Managed Services
From analysis and consulting to monitoring and repair, the Company provides value and support to its customers every step of

the way. Services include installation and ongoing maintenance of our products, OpteView" remote services, availability
management, branch transformation and distribution channel consulting. Outsourced and managed services include remote
monitoring, troubleshooting for self-service customers, transaction processing, currency management, maintenance services
and full support via person to person or online communication.

Self-Service Products

The Company offers a wide variety of self-service solutions. Self-service products include a full range of ATMs and teller
automation, including deposit automation technology such as check-cashing machines, bulk cash recyclers and bulk check
deposit.

Self-Service Software

The Company offers software solutions consisting of multiple applications that process events and transactions. These solutions
are delivered on the appropriate platform, allowing the Company to meet customer requirements while adding new functionality
in a cost-effective manner.

Security Solutions

From the safes and vaults that the Company first manufactured in 1859 to the full range of advanced security offerings it provides
today, the Company’s integrated security solutions contain best-in-class products and award-winning services for its customers’
unique needs. The Company provides its customers with the latest technological advances to better protect their assets, improve
their workflow and increase their return on investment. These solutions are backed with experienced sales, installation and service
teams. The Company is a leader in providing physical and electronic security systems as well as assisted transactions, providing
total security systems solutions to financial, retail, commercial and government markets.



Physical Security and Facility Products
The Company provides security solutions and facility products, pneumatic tube systems for drive-up lanes, vaults, safes,
depositories, bullet-resistive items and undercounter equipment.

Electronic Security Products
The Company provides a broad range of electronic security products including digital surveillance, access control systems,
biometric technologies, alarms and remote monitoring and diagnostics.

Monitoring and Services
The Company provides security monitoring solutions including fire, managed access control, energy management, remote video
management and storage, as well as logical security.

Integrated Solutions

The Company provides end-to-end outsourcing solutions with a single point of contact to help customers maximize their self-
service channel by incorporating new technology, meeting compliance and regulatory mandates, protecting their institutions, and
reducing costs, all while ensuring a high level of service for their customers. Each unique solution may include hardware, software,
services or a combination of all three components. The Company provides value to its customers by offering a comprehensive
array of integrated services and support. The Company’s service organization provides strategic analysis and planning of new
systems, systems integration, architectural engineering, consulting and project management that encompass all facets of a successful
financial self-service implementation. The Company also provides design, products, service, installation, project management and
monitoring of electronic security products to financial, government, retail and commercial customers.

Election Systems

The Company is a provider of voting equipment and related products and services in Brazil. The Company provides elections
equipment, networking, tabulation and diagnostic software development, training, support and maintenance.

OPERATIONS

The principal raw materials used by the Company in its manufacturing operations are steel, plastics, and electronic parts and
components, which are purchased from various major suppliers. These materials and components are generally available in ample
quantities. Within the Company's services operations, fuel is a significant cost factor.

The Company’s operating results and the amount and timing of revenue are affected by numerous factors including production
schedules, customer priorities, sales volume and sales mix. During the past several years, the Company has changed the focus of
its self-service business to that of a total solutions and integrated services approach. The value of unfilled orders is not a meaningful
indicator of future revenues due to the significant portion of revenues derived from the Company’s growing service-based business,
for which order information is not available. Therefore, the Company believes that backlog information is not material to an
understanding of its business.

The Company carries working capital mainly related to trade receivables and inventories. Inventories generally are only
manufactured or purchased as orders are received from customers. The Company’s normal and customary payment terms generally
range from net 30 to 90 days from date of invoice. The Company generally does not offer extended payment terms. The Company
also provides financing arrangements to customers that are largely classified and accounted for as sales-type leases. As of
December 31, 2011, the Company’s net investment in finance lease receivables was $98,296.

The Company’s sales to government markets represent a small portion of total sales. Domestically, the Company’s contracts with
its government customers do not contain fiscal funding clauses. In the event that such a clause exists, revenue would not be
recognizable until the funding clause was satisfied. Internationally, contracts with Brazil’s government customers are subject to
a maximum twenty-five percent quantity adjustment prior to the Company purchasing any raw materials under the contracted
purchasing schedule.

SEGMENTS AND FINANCIAL INFORMATION ABOUT GEOGRAPHIC AREAS

The Company manages its businesses on a geographic basis and reports the following two segments: Diebold North America
(DNA) and Diebold International (DI). The DNA segment sells and services financial and retail systems in the United States and
Canada. The DI segment sells and services financial and retail systems over the remainder of the globe through wholly-owned
subsidiaries, majority-owned joint ventures and independent distributors in most major countries throughout Europe, the Middle
East, Africa, Latin America and in the Asia Pacific region (excluding Japan and Korea). Segment financial information can be
found in note 19 to the consolidated financial statements, which is incorporated herein by reference.



Sales to customers outside the United States in relation to total consolidated net sales were $1,494,681 or 52.7 percent in 2011,
1,560,879 or 55.3 percent in 2010 and 1,383,132 or 50.9 percent in 2009.

Property, plant and equipment, at cost, located in the United States totaled $455,814, $454,666 and $436,227 as of December 31,
2011, 2010 and 2009, respectively, and property, plant and equipment, at cost, located outside the United States totaled $186,442,
$191,569 and $177,150 as of December 31, 2011, 2010 and 2009, respectively.

Additional financial information regarding the Company’s international operations is included in note 19 to the consolidated
financial statements, which is incorporated herein by reference. The Company’s non-U.S. operations are subject to normal
international business risks not generally applicable to domestic business. These risks include currency fluctuation, new and
different legal and regulatory requirements in local jurisdictions, political and economic changes and disruptions, tariffs or other
barriers, potentially adverse tax consequences and difficulties in staffing and managing foreign operations.

COMPETITION

The Company participates in many highly competitive businesses with some products and services in competition directly with
similar products and services and others with alternative products that have similar uses or produce similar results. The Company
believes, based upon outside independent industry surveys, that it is a leading manufacturer of and services provider for financial
self-service systems in the United States and is also a market leader internationally. The Company distinguishes itself by providing
unique value with a wide range of software-led services tailored to meet customers' needs. In the area of automated transaction
systems, the Company competes on a global basis primarily with NCR Corporation and Wincor-Nixdorf. On a regional basis, the
Company competes with many other hardware and software companies such as Grg Equipment Co. and Nautilus Hyosung in Asia
Pacific and Itautec and Perto in Latin America. In serving the security product and service markets for the financial services
industry, the Company competes with national, regional and local security companies. Of these competitors, some compete in
only one or two product lines, while others sell a broader spectrum of products. The unavailability of comparative sales information
and the large variety of individual products make it difficult to give reasonable estimates of the Company’s competitive ranking
in or share of the market in its security product fields of activity. However, the Company is ranked as one of the top integrators
in the security market.

The Company provides elections systems product solutions and support to the government in Brazil. Competition in this market
is limited and based upon technology pre-qualification demonstrations to the government. Due to the technology investment
required in elections systems, barriers to entry in this market are high.

RESEARCH, DEVELOPMENT AND ENGINEERING

Customer demand for self-service and security technologies is growing. In order to meet this demand, the Company is focused
on delivering innovation to its customers by continuing to invest in technology solutions that enable customers to reduce costs
and improve efficiency. Expenditures for research, development and engineering initiatives were $78,108, $74,225 and $72,026
in 2011, 2010 and 2009, respectively. In 2011, the Company introduced its Opteva® Flex Performance™ Series that redefines
what financial institutions should expect from an ATM. The Flex Performance Series is the Company's most reliable self-service
terminals to date, bringing together all of today's advanced self-service functionalities — from accepting cash and check deposits
and dispensing cash to full recycling — all in one ATM model.

PATENTS, TRADEMARKS, LICENSES

The Company owns patents, trademarks and licenses relating to certain products in the United States and internationally. While
the Company regards these as items of importance, it does not deem its business as a whole, or any industry segment, to be
materially dependent upon any one item or group of items.

ENVIRONMENTAL

Compliance with federal, state and local environmental protection laws during 2011 had no material effect upon the Company’s
business, financial condition or results of operations.

EMPLOYEES

At December 31, 2011, the Company employed 16,515 associates globally. The Company’s service staff is one of the financial
industry’s largest, with professionals in more than 600 locations and representation in nearly 90 countries worldwide.
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EXECUTIVE OFFICERS

Refer to Part III, Item 10 of this annual report on Form 10-K for information on the Company's executive officers, which is
incorporated herein by reference.

AVAILABLE INFORMATION

The Company uses its Investor Relations web site, www.diebold.com/investors, as a channel for routine distribution of important
information, including news releases, analyst presentations and financial information. The Company posts filings as soon as
reasonably practicable after they are electronically filed with, or furnished to, the U.S. Securities and Exchange Commission
(SEC), including its annual, quarterly, and current reports on Forms 10-K, 10-Q, and 8-K; its proxy statements; and any amendments
to those reports or statements. All such postings and filings are available on the Company’s Investor Relations web site free of
charge. In addition, this web site allows investors and other interested persons to sign up to automatically receive e-mail alerts
when the Company posts news releases and financial information on its web site. The SEC also maintains a web site, www.sec.gov,
that contains reports, proxy and information statements, and other information regarding issuers that file electronically with the
SEC. The content on any web site referred to in this annual report on Form 10-K is not incorporated by reference into this annual
report unless expressly noted.

ITEM 1A: RISK FACTORS

The following are certain risk factors that could affect our business, financial condition, operating results and cash flows. These
risk factors should be considered in connection with evaluating the forward-looking statements contained in this annual report on
Form 10-K because they could cause actual results to differ materially from those expressed in any forward-looking statement.
The risk factors highlighted below are not the only ones we face. If any of these events actually occur, our business, financial
condition, operating results or cash flows could be negatively affected.

We caution the reader to keep these risk factors in mind and refrain from attributing undue certainty to any forward-looking
statements, which speak only as of the date of this annual report on Form 10-K.

Demand for and supply of our products and services may be adversely affected by numerous factors, some of which we
cannot predict or control. This could adversely affect our operating results.

Numerous factors affect the






In international markets, we compete with local service providers that may have competitive advantages.

In a number of international markets, especially those in Asia Pacific and Latin America, we face substantial competition from
local service providers that offer competing products and services. Some of these companies may have a dominant market share
in their territories and may be owned by local stakeholders. This could give them a competitive advantage. Local providers of
competing products and services may also have a substantial advantage in attracting customers in their country due to more
established branding in that country, greater knowledge with respect to the tastes and preferences of customers residing in that
country and/or their focus on a single market. Further, the local providers may have greater regulatory and operational flexibility
since we are subject to both U.S. and foreign regulatory requirements.

Because our operations are conducted worldwide, they are affected by risks of doing business abroad.

We generate a significant percentage of revenue from sales and service operations conducted outside the United States. Revenue
from international operations amounted to approximately 52.7 percent in 2011, 55.3 percent in 2010 and 50.9 percent in 2009 of
total revenue during these respective years.

Accordingly, international operations are subject to the risks of doing business abroad, including the following:

+  fluctuations in currency exchange rates;

*  transportation delays and interruptions;

* political and economic instability and disruptions;

e restrictions on the transfer of funds;

+ the imposition of duties and tariffs;

* import and export controls;

+ changes in governmental policies and regulatory environments;

+ disadvantages of competing against companies from countries that are not subject to U.S. laws and regulations, including
the Foreign Corrupt Practices Act (FCPA);

* labor unrest and current and changing regulatory environments;

* the uncertainty of product acceptance by different cultures;

» the risks of divergent business expectations or cultural incompatibility inherent in establishing joint ventures with
foreign partners;

+ difficulties in staffing and managing multi-national operations;

+ limitations on the ability to enforce legal rights and remedies;

* reduced protection for intellectual property rights in some countries; and

*  potentially adverse tax consequences, including repatriation of profits.

Any of these events could have an adverse effect on our international operations by reducing the demand for our products or
decreasing the prices at which we can sell our products, thereby adversely affecting our financial condition or operating results.
We may not be able to continue to operate in compliance with applicable customs, currency exchange control regulations, transfer
pricing regulations or any other laws or regulations to which we may be subject. In addition, these laws or regulations may be
modified in the future, and we may not be able to operate in compliance with those modifications.

Additionally, there are ongoing concerns regarding the short- and long-term stability of the euro and its ability to serve as a single
currency for a variety of individual countries. These concerns could lead individual countries to revert, or threaten to revert, to
their former local currencies, which could lead to the dissolution of the euro. Should this occur, the assets we hold in a country
that re-introduces its local currency could be significantly devalued. Furthermore, the dissolution of the euro could cause significant
volatility and disruption to the global economy, which could impact our financial results. Finally, if it were necessary for us to
conduct our business in additional currencies, we would be subjected to additional earnings volatility as amounts in these currencies
are translated into U.S. dollars.

We may be exposed to liabilities under the Foreign Corrupt Practices Act, and any determination that the Company or any
of its subsidiaries has violated the Foreign Corrupt Practices Act could have a material adverse effect on our business.

We are subject to compliance with various laws and regulations, including the FCPA and similar worldwide anti-bribery laws,
which generally prohibit companies and their intermediaries from engaging in bribery or making other improper payments to
foreign officials for the purpose of obtaining or retaining business or gaining an unfair business advantage. The FCPA also requires
proper record keeping and characterization of such payments in our reports filed with the SEC.

While our employees and agents are required to comply with these laws, we operate in many parts of the world that have experienced
governmental and commercial corruption to some degree and, in certain circumstances, strict compliance with anti-bribery laws



may conflict with local customs and practices. Foreign companies, including some that may compete with us, may not be subject
to the FCPA. Accordingly, such companies may be more likely to engage in activities prohibited by the FCPA, which could have
a significant adverse impact on our ability to compete for business in such countries.

Despite our commitment to legal compliance and corporate ethics, we cannot ensure that our policies and procedures will always
protect us from intentional, reckless or negligent acts committed by our employees or agents. Violations ofthese laws, or allegations
of such violations, could disrupt our business and result in financial penalties, debarment from government contracts and other
consequences that may have a material adverse effect on our business, financial condition or results of operations.

In particular, during the second quarter of 2010, while conducting due diligence in connection with a potential acquisition in
Russia, the Company identified certain transactions and payments by its subsidiary in Russia (primarily during 2005 to 2008) that
potentially implicate the FCPA, particularly the books and records provisions of the FCPA. As a result, the Company conducted
aglobal internal review and collected information related to its global FCPA compliance. In the fourth quarter of 2010, the Company
identified certain transactions within its Asia Pacific operation that occurred over the past several years that may also potentially
implicate the FCPA. The Company continues to monitor its ongoing compliance with the FCPA.

The Company has voluntarily self-reported its findings to the SEC and the U.S. Department of Justice (DOJ) and is cooperating
with these agencies in their review. The Company was previously informed that the SEC's inquiry had been converted to a formal,
non-public investigation. The Company also received a subpoena for documents from the SEC and a voluntary request for
documents from the DOJ in connection with the investigation. Because the SEC and DOJ investigations are ongoing, there can
be no assurance that their review will not find evidence of additional transactions that potentially implicate the FCPA. At this
time, the Company cannot predict the results of the government investigations, and future resolution of these matters with the
SEC and the DOJ could result in changes in management's estimates of losses, which could be material to the Company’s
consolidated financial statements.

In addition, our business opportunities in select geographies have been or may be adversely affected by these reviews and any
subsequent findings. Some countries in which we do business may also initiate their own reviews and impose penalties, including
prohibition of our participating in or curtailment of business operations in those jurisdictions. If it is determined that a violation
of the FCPA has occurred, such violation may give rise to an event of default under our loan agreements. We could also face third-
party claims in connection with any such violation or as a result of the outcome of the current or any future government reviews.
Our disclosure, internal review, any current or future governmental review and any findings regarding any alleged violation of
the FCPA could, individually or in the aggregate, have a material adverse affect on our reputation and our ability to obtain new
business or retain existing business from our current clients and potential clients, to attract and retain employees and to access the
capital markets.

We may expand operations into international markets in which we may have limited experience or rely on business partners.

We continually look to expand our products and services into international markets. We have currently developed, through joint
ventures, strategic investments, subsidiaries and branch offices, sales and service offerings in over 90 countries outside of the
United States. As we expand into new international markets, we will have only limited experience in marketing and operating
products and services in such markets. In other instances, we may rely on the efforts and abilities of foreign business partners in
such markets. Certain international markets may be slower than domestic markets in adopting our products and services, and our
operations in international markets may not develop at a rate that supports our level of investment.

An inability to effectively manage acquisitions, divestitures and other significant transactions successfully could harm our
operating results, business and prospects.

Aspart of our business strategy, we frequently engage in discussions with third parties regarding possible investments, acquisitions,
strategic alliances, joint ventures, divestitures and outsourcing arrangements, and we enter into agreements relating to such
transactions in order to further our business objectives. In order to pursue this strategy successfully, we must identify suitable
candidates, successfully complete transactions, some of which may be large and complex, and manage post-closing issues such
as the integration of acquired companies or employees. Integration and other risks of these transactions can be more pronounced
in larger and more complicated transactions, or if multiple transactions are pursued simultaneously. If we fail to identify and
successfully complete transactions that further our strategic objectives, we may be required to expend resources to develop products
and technology internally. This may put us at a competitive disadvantage, and we may be adversely affected by negative market
perceptions any of which may have a material adverse effect on our revenue, gross margin and profitability.



Integration issues are complex, time-consuming and expensive and, without proper planning and implementation, could
significantly disrupt our business. The challenges involved in integration include:

combining product and service offerings and entering into new markets in which we are not experienced;

convincing customers and distributors that the transaction will not diminish client service standards or business focus,
preventing customers and distributors from deferring purchasing decisions or switching to other suppliers (which could result
in additional obligations to address customer uncertainty), and coordinating sales, marketing and distribution efforts;
consolidating and rationalizing corporate information technology infrastructure, which may include multiple legacy systems
from various acquisitions and integrating software code;

» minimizing the diversion of management attention from ongoing business concerns;

« persuading employees that business cultures are compatible, maintaining employee morale and retaining key employees,
integrating employees into our company, correctly estimating employee benefit costs and implementing restructuring programs;
coordinating and combining administrative, manufacturing, research and development and other operations, subsidiaries,
facilities and relationships with third parties in accordance with local laws and other obligations while maintaining adequate
standards, controls and procedures; and

achieving savings from supply chain and administration integration.

We evaluate and enter into these types of transactions on an ongoing basis. We may not fully realize all of the anticipated benefits
of any transaction, and the timeframe for achieving benefits of a transaction may depend partially upon the actions of employees,
suppliers or other third parties. In addition, the pricing and other terms of our contracts for these transactions require us to make
estimates and assumptions at the time we enter into these contracts, and, during the course of our due diligence, we may not identify
all of the factors necessary to estimate costs accurately. Any increased or unexpected costs, unanticipated delays or failure to
achieve contractual obligations could make these agreements less profitable or unprofitable.

Managing these types of transactions requires varying levels of management resources, which may divert our attention from other
business operations. These transactions could result in significant costs and expenses and charges to earnings, including those
related to severance pay, early retirement costs, employee benefit costs, asset impairment charges, charges from the elimination
of duplicative facilities and contracts, in-process research and development charges, inventory adjustments, assumed litigation
and other liabilities, legal, accounting and financial advisory fees, and required payments to executive officers and key employees
under retention plans. Moreover, we could incur additional depreciation and amortization expense over the useful lives of certain
assets acquired in connection with these transactions, and, to the extent that the value of goodwill or intangible assets with indefinite
lives acquired in connection with a transaction becomes impaired, we may be required to incur additional material charges relating
to the impairment of those assets. In order to complete an acquisition, we may issue common stock, potentially creating dilution
for existing shareholders, or borrow funds, affecting our financial condition and potentially our credit ratings. Any prior or future
downgrades in our credit rating associated with a transaction could adversely affect our ability to borrow and result in more
restrictive borrowing terms. In addition, our effective tax rate on an ongoing basis is uncertain, and such transactions could impact
our effective tax rate. We also may experience risks relating to the challenges and costs of closing a transaction and the risk that
an announced transaction may not close. As a result, any completed, pending or future transactions may contribute to financial
results that differ from the investment community’s expectations.

We have a significant amount of long-term assets, including goodwill and other intangible assets, and any future
impairment charges could adversely impact our results of operations.

We review long-lived assets, including property, plant and equipment and identifiable intangible assets, for impairment whenever
changes in circumstances or events may indicate that the carrying amounts are not recoverable. If the fair value is less than the
carrying amount of the asset, a loss is recognized for the difference. Factors which may cause an impairment of long-lived assets
include significant changes in the manner of use of these assets, negative industry or market trends, a significant underperformance
relative to historical or projected future operating results, or a likely sale or disposal of the asset before the end of its estimated
useful life.

As of December 31, 2011, we had $253.1 million of goodwill. We assess all existing goodwill at least annually for impairment
on a “reporting unit” basis. The Company’s five reporting units are defined as Domestic and Canada, Brazil, Latin America, Asia
Pacific, and Europe, Middle East and Africa(EMEA). The techniques used in our qualitative assessment and goodwill impairment
tests incorporate a number of estimates and assumptions that are subject to change; although we believe these estimates and
assumptions are reasonable and reflect market conditions forecast at the assessment date. Any changes to these assumptions and
estimates due to market conditions or otherwise may lead to an outcome where impairment charges would be required in future
periods. Because actual results may vary from our forecasts and such variations may be material and unfavorable, we may need
to record future impairment charges with respect to the goodwill attributed to any reporting unit, which could adversely impact
our results of operations.
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System security risks and systems integration issues could disrupt our internal operations or services provided to customers,
and any such disruption could adversely affect revenue, increase costs, and harm our reputation and stock price.

Experienced computer programmers and hackers may be able to penetrate our network security and misappropriate our own
confidential information or that of our customers, corrupt data, create system disruptions or cause shutdowns. A network security
breach could be particularly harmful if it remained undetected for an extended period of time. Groups of hackers may also act in
a coordinated manner to launch distributed denial of service attacks, or other coordinated attacks, that may cause service outages
or other interruptions. We could incur significant expenses in addressing problems created by network security breaches, such as
the expenses of deploying additional personnel, enhancing or implementing new protection measures, training employees or hiring
consultants. Further, such corrective measures may later prove inadequate. Moreover, actual or perceived security vulnerabilities
in our products and services could cause significant reputational harm, causing us to lose existing or potential customers.
Reputational damage could also result in diminished investor confidence. Actual or perceived vulnerabilities may also lead to
claims against us. Although our license agreements typically contain provisions that eliminate or limit our exposure to such
liability, there is no assurance these provisions will withstand legal challenges. We could also incur significant expenses in
connection with customers’ system failures.

In addition, sophisticated hardware and operating system software and applications that we produce or procure from third parties
may contain defects in design or manufacture, including “bugs” and other problems that could unexpectedly interfere with the
operation of the system. The costs to eliminate or alleviate security problems, viruses and bugs could be significant, and the efforts
to address these problems could result in interruptions, delays or cessation of service that could impede sales, manufacturing,
distribution or other critical functions.

Portions of our information technology infrastructure also may experience interruptions, delays or cessations of service or produce
errors in connection with systems integration or migration work that takes place from time to time. We may not be successful in
implementing new systems, and transitioning data and other aspects of the process could be expensive, time consuming, disruptive
and resource-intensive. Such disruptions could adversely impact the ability to fulfill orders and interrupt other processes. Delayed
sales, lower margins, lost customers or diminished investor confidence resulting from these disruptions could adversely affect
financial results, stock price and reputation.

An inability to attract, retain and motivate key