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Selected Financial Highlights
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Note: Included in the full year 2001 results are after-tax charges for restructuring and excess inventory in the amount of $15.0 million ($.08 per share). Excluding these charges, net income
for the year 2001 was $128.4 million (.65 per share). Included in the full year 2000 results are special charges to after-tax earnings of $34.0 miflion (.17 per share); excluding these
charges net income would have been $139.7 million or $1.00 per share. Included in the full year 1998 results are $7.6 million of acquired research and development expenses, excluding
these charges net income would have been $155.1 million or $.80 per share.

Dollars are in thousands except for diluted earnings per share. Farnings per share and share data reflect a two-for-one stock split effected in 1999, Alf results have been restated for the
Financial Accounting Standards Board's Emerging Issues Task Force issue No. 00-10, "Accounting for Shipping and Handling Fees and Costs”.




Dear Fellow
Shareholder:

The year 2001 has left its impression upon us.
For APC, it was the culmination of twenty
vears in business. But the road to success is a
long one. Now, we must build on our history

and continue to improve.

Undoubtedly, 2001 was not the high peint of
the past twenty years. It was a challenging
year by any standards.

Few companies were able to avoid the
economic downturn and dramatic drop in
spending, and none were hit harder than
those within core information technology (IT)
and communications end markets.

APC performed extremely well in these
tough times. In fact, | believe we came
through 2001 much better than did most of
our competitors and peers.

e APC’s revenues for the year outperformed
the year-over-year declines that much of the
broad IT industry participants experienced.

¢ \We remained profitable during a time
when many others did not.

¢ \We worked diligently to reduce our costs,
making extremely difficult decisions along
the way, but knowing they were essential
for the continued success of APC.

This period has allowed us to heighten our
focus on strategic initiatives. Our objective is
simple: to set APC apart from the competi-
tion within each segment we compete in,
thereby aligning the Company to be the best
positioned in our industry to capitalize on a
market recovery when it arrives. Innovation,
competitive focus, strategic market expansion
and corporate efficiency are at the center of
these efforts. They play a role in each and
every decision we make. To be effective they
must touch all corporate activities from
product definition to manufacturing to delivery
and support.

Innovation oy

We have tasked the APC
team with the ongoing

v

challenge of identifying

new and better ways to
do everything. The basis
of this initiative is product innovation: the
cornerstone of APC's success over the years.
Our objective is to be the best at under-
standing what our customers need and to
bring these offerings to market with the
same high quality and price-to-performance
package that APC customers deserve
and expect.

As we have expanded intoc new markets via
acquisition, the challenge is even greater.
First, we must identify companies with a
unique value-add that benefits the APC
portfolio. Next, we must follow up that
investment with product and business
innovation, thereby enabling this new business
to reach the next level.

Simply put, we want to redefine the markets
we are in. It is something we must do every
day, but
overnight. It is also important to constantly

it cannot be accomplished
remember that innovation is not confined to
product development. Instead, we can't be
afraid to rewrite the rules of how we are
doing business. To be successful, every
aspect of our business must evolve,

Competitive Focus

We must not lose sight of our competition.
From day one, the APC team has understood
that doing so would be a fatal mistake from
which recovery would be impossible. This
philosophy has been instrumental in building
a leadership position within our industry. We
plan to be increasingly aggressive in dealing
with our competition. This must encompass
all our competitive tools, from product devel-
opment and depth to quality and price to

“..aligning the Company to be the

best positioned in our industry
to capitalize on a market

recovery when it arrives.”




marketing and distribution to service and
support. Qur goal is to be the standard in all
our markets, regardiess of application, com-
pany size or geographic location. This is not
an easy challenge. Our industry is competi-

ive across the globe and we must be at the
§top of our game to succeed.

trategic Marleet Expansion

ver the past several years, we have

i§ dramatically expanded our market opportunity

by adding new businesses and new products
to our global, end-to-end, NonStop Networking™
roduct portfolio.

7 /\We have expanded selectively and strategically,

: i 2iming to enter and expand only within markets

“Our industry is

competitive across the
globe and we must be
at the top of our game

to succeed.”

that offer favorable long-term results. During
2001, via acquisition, we added broadband
power products to our communications
solutions as well as battery management
technology for our large 3-phase uninterruptible
power supply {UPS) system offarings.

We also opened a new manufacturing facility

in Brazil. We know that having a local presence
is essential for us to succeed in a market.
Entering meaningful markets — like Brazil —
is a smart investment for APC, and we will
continue to do so when such opportunities
present themselves.

“We believe that difficult market
conditions require smart investments,

not complete retrenchment.”

In 2001, APC was named
Computer Resslier News’
Channel Champion in the UPS
category for the 8th year

in a row,

At the same time, our internal product
development has been very active, adding
complementary product offerings to expand
the APC portfolio. Our focus has been on
identifying innovative technologies, strategic
customer groups and corresponding busi-
nesses that allow us to build upon our core

competencies while augmenting our traditional
UPS and power protection offerings.

Corporate Efficiency

The market conditions of 2001 truly height-

ened every company’s focus on spending,
and APC was no exception. We worked
aggressively to consolidate facilities, reduce
overhead and allocate our dollars more effec-
tively. We made a great deal of progress, but
we must remain vigilant in the process.

In concert with our innovation, competitive
focus, and strategic market expansion initia-
tives, we have continued investing in research
and development and stayed opportunistic on
the merger and acquisition front. We believe
that difficult market conditions require smart
investments, not complete retrenchment.

Despite the challenging macro environment,
we are very excited about the opportunities
that lie ahead for APC. We will pursue
opportunities to define new, and redefine
existing, industry standards via innovation in
our markets. We will seek opportunities to
set us apart from the competition. We will
capitalize on opportunities to identify and
enter new markets that expand APC'’s reach,
while building on our strengths. Finally, we
will act on opportunities to streamline our|
Company, making us stronger and more
focused in the process. These are aggressive
endeavors but | am confident in our ability to
execute against them.

Thank you for your continued support and
belief in APC.

Rodger B. Dowdeli, Jr.
Chairman, President, and CEO




2001 marked APC’s 20th year in business. All that we heve learned in the last twe decades

1served us very W@UU im 2001, as we drew upon our extensive knewledge of merkets, custemers,
“Tend tschnolo o'y v (@ werk @m@ﬁf@ﬁ {for our custemers and @h@ﬁ@h@ﬂ@]@m I in our sarlier years

we-were ks the young athlete whe weon on sheer determination, the yesrs sinee sew us

meaturs inte the seasened pro whe the ecompetition with brains a8 much as brawn.

Lest years diffeult seonomie climete was ulimetely empowsring: rether than faes unesrReinty
with Ineetion, we sat in plece reductions, consolideted manufecturing te lewer and
Improve servics, and werked (o effeetively preritze compeany efferts. The result? Teday
Is In a8 strong a positieon as ever te provids Legendary Reliability™ selutions te customerns.

DATA CENTERS/ AGTESS PROVIDER
FACILITIES NETWORKS
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A key part of werking smerier s heving the abllity te recegnize & markst epperunily and
re-lnvent yeur preduct o offer custemers & unigue selutien. That's how we got started in the
uninterruptible supply (UPS) business. We & procuct thet pimerily in
incdustrial applicetions and teflered i to the then-burgeoning PC merket. The produst wes
essentlelly the same — & b @rrv backup pewer supply. Whet was revelutionary was how we
clevaliepad it from an incustriel plees of equipment to an integral compenent ef compuier epsraions.

Ultianately, ﬁUﬂﬁ@ @@@l}ﬂ resulted in APC’s core produst offerings for business and heme
users. APC! @ Back-UPS® and Smar- UP@O Tamilies basame the standard In power selutions for
custemers werldwide. As we expend into new geographies and markets, the recognition and
ewards we are presenied with is & dear indicatien thet this standerd remalins today.

: ﬂm@“iﬁw@ towlk & similar @@@B‘ﬂ 1o the date center $peee, en anse that trediienally hes

vired large power systems. As with backup selutiens in the 80s, the lerge date eenter
power systems were originelly used In incusteiel, fecliity, or less dynamie envirenments,
Hewaver, for deta center managers oversesing en entire LAN in ene room, the ervirenment

Is ever-chenging. What's mere, in 2001, these managers were feced with capltal spending

morateriums and shrinking budgets, desplie cemands to ensure business continuity and

2457 avallebility. When we talked with. consulting engineers, data eenter architests, and [T
and facility menagers, the message weas loud and clsar: minimizs large up-front expenses for
unsealable legacy sysiems and redeline the cconemics of pewer systems. We responced

lwith the development of PewerStruXure™, mede available for sale in 2002

I




APC Is polsed to revelutionize the date centerffacility industry with the 2002 lsunsh of the ARPC
PowerStruXurs, & Scalable Data Center Architecture for Infrastructure @n Demand”. Bullt on & patent-
pending, sysiematic approaech, it usses standardized, pre-asserbled cormpenents that reduce up-frent '
capitel nvestments, simplify eperation, and scale as the application grows. While addressing these -
essantial requirements of tedey’s data eenter envirenment, PowerStruXure alse drametically acceleraies

deployment sehedules, getiing customers inte business faster and &t & lowsr cost. @@m@@@ﬁ@é @éa&ﬁ@
recitional systems are foreed to bufld out te full eapacity @@dé& éﬁﬁé; y@ﬁ 100% of the deslgned capacity

is seldom reached. This resulis In unreceverable capital and the maintenancs of expensive service

sontracts on under-utflized systems. Because PowerStruXure (ets customers bulld eut capacity only

s It Is required, the capital outley is eptimized and utllizetion rates are much higher. Higher villizetien - - - - 7=
rates with a greatly reduced capital cost can lead to positive cash fows. o

Although new io the market, APC is reinventing hew date eenters and facilities are supported, bringing

custemers selutiens to fssues that define the sueeess of their eperations. - e
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Data Centers/Facilities:
Network Resiliency

B |nnovation within the data center

B space was not confined to

PowerStruXure. We also announced

i the largest static UPS available in the
industry with the new 1.6 Megawatt
Symmetra® MW, allowing us to
address previously untapped large
power-scale markets.

= APC's newest power distribution unit
is also unique in that it boasts the

 largest number of sub-feed breakers

i in a 3-phase PDU. We added new

i battery monitoring and management
technology to simplify large UPS
operation, and we continued to

¢ enhance our accessory solutions

. with offerings including the

¢ NetShelter® VX, Symmetra
Rack-Mount Power Array®, and
other management tools.

Nd\}vi,ia{ a time when every IT
investment is made with the most
cost-conscious intentions, availability
must be implemented as intelligently
as possible. APC answers the ques-
tions that data center and facility
managers face today, and helps
them plan for capacity that may be
needed tomorrow.

Q@ “Helping customers and partners develop, test and fine-tune their
software applications in the Microsoft. Net environment is our mission.

APC's PowerStruXure, which was installed and commissioned
literally in a matter of hours in our data center, provides us with a
scalable infrastructure for managing the power to these applications.”

jcrosoft
nology
center




In the pest several years, we have aggressively pursusd an acgulsition strategy to expand our business - =~ T —

and penetrate new markets. We have suceessiully identified and purchesed compenies with -~

complementary technologies and true value-add differentietion. We are now in the precess of B@v@c@@ﬁm@ 1 e T
ABC’s teehnical, marksting, end competiive strengths within hese produst lines to enhence our leadership -
position In speeific market segments. e R

o the new IT budget dynamies. PR

those needs changed drametieally with the econemis downturn of 2009, we were already in @ position

%0 offer & unigue APC selution. PowerStruXure net only addresses thelr pewer needs: it also responds

;' “We have not had a single power supply

! the installation of the APC products.”

Ed Cortis
Network Manager
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incident disrupting the data capturing since

— Business Newarks:
— A the Care

In 2001, companies had to adhere to
tight capital budgets while meeting the
constantly expanding demands placed
on their IT solutions. APC's extensive
offering of power, network management,
and availability products are key to
solving this dilemma, providing the
robust protection and management
tools that IT professionals now require.

APC's award-winning Smart-UPS line :
- continued to evolve during 2001, with
- new solutions tailored for many of the
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" new trends in the server environment.
- We introduced new Smart-UPS for

voice-over-|P, telecom, and other
mission-critical applications.

2001 was teeming with introductions to :
make managing a network easier than -

ever. We revamped our PowerChute®

family with the launch of three revo- .

lutionary new software products,

" customized to address the specific

needs of consumers, business, and
enterprises. We also expanded our

- Linux support, introducing PowerChute
- plus for Red Hat Linux 7.1.

- essential for measuring success.
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Following a successful collaboré?i'on
on Windows® 2000, we worked with
Microsoft to develop UPS management
within their new Windows”® XP
operating system.

The return on IT investments is being
watched more closely now than
perhaps ever before. Companies
implementing new systems are doing
so only if measurable financial or
competitive returns can be achieved.
Many of these new applications
offer compelling opportunities for
APC, as availability is absolutely




== Aecess Provider Netwerks: | | ]
~ Conselidation and Breadth of Semvice L

"« Expanded our popular PowerShield” DC
power system line , ]

'APC has been addressing the global build-out
of telecommunications applications, actively
building an industry-leading technology portfolio o

. . - » Added product support for customer B
for access provider networks. Through internal - ) i : :
. . premise devices serving apartment and .
development and strategic acquisition, we . o o e
. . small office buildings »
have been adding products to our offering for

these customers. Among the 2C01 highlights: . With a wide array of both AC- and DC-based

solutions, APC can hel ess providers k :
j* Introduced a scalable DC power system an Nelp access proviers keep

f * the service agreement promises made to their
{ . :

i* Integrated Web/SNMP management into our

line of DC power systems

| customers.

We are committed to supporting the broad o =y
- needs of the industry by protecting data wher-
" ever itis created, transmitted, or stored.
“The goal of our APC Symmetra is to offer up ]

to two hours of runtime to the Telecom room ]

© during a blackout. The building has its own
power generator for longer blackouts. if the
_ generator fails, we have APC PowerChute

* software installed in each server to automatically |

shut down servers {within 15 minutes on

' average) to avoid data loss.”

Ruhens Cavalcante Lima i
f Information Technology Manager :
1C|sco Systems Brazil, Sdo Paulo, Brazil
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Home/Small 0ifes:

Faster Connectiens t Wiere Eqguipment

In the coming years, consumers can
expect to see a growing number of
innovative electronics become
available. Each of these new devices
increases the reliance on PC-based

T or “smart” electronics. As this reliance -

grows, the need to keep these devices
available becomes more important,
as does the need to protect
investments in expensive equipment.

APC’s offering kept right in step with
these consumer trends. Qur new

Back-UPS VS integrates broadband
protection for high-speed Internet

lines with battery backup. The new
Back-UPS CS, with USB (Universal
Serial Bus) communications and DSL
protection, met with much fanfare,

winning a series of awards worldwide

following its i ion.
ollowing its introduction Claude Felizardo

As the digital future unfolds onthe ~ Monrovia, California

home front, APC will enable consumers
to protect their hardware and internal
data while ensuring the availability -
of reliable power. With APC's help,
people can keep their digital world up

and running.
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Lagendery Relisbily”

Rin Memory

Shawn M. Nassaney
1976-2000

On Seprember 11, 2000 APC lost & trusted cellsague. H's many frieads, ‘emily, and co-warkers miss Aim svery day

In honer of Shawnr, & scheiarship fund hes been ssizblisked in his neme. Cenations can ke Mads te:

Shewn M. Nessansy Memarial Sehelarship Fund
/o Bryant Cellege
1150 Douglas Pika
Smitthfield, Rl 02917-1284
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ltem 1. Description of Business

American Pewer Conversion Corporation

American Power Conversion Corporation, APC, designs, develops,
manufactures, and markets power protection and management
solutions for computer, communications, and electronic applica-
tions worldwide. Our products include:

° uninterruptible power supply products, commonly
known as UPSs;

© DC-power systems:

o glectrical surge protection devices, also known as
surge suppressors;

° power conditioning products:
© precision cooling equipment; and
° associated software, services, and accessories.

These products are used with sensitive electronic devices
which rely on electric utility power including, but not limited to,
home electronics, PCs, high-performance computer worksta-
tions, servers, networking equipment, communications equip-
ment, Internetworking equipment, data centers, mainframe
computers, and facilities.

Our UPS products regulate the flow of utility power to ensure safe
and clean power to the protected equipment and provide seamless
back-up power in the event of the loss of utility power. The back-up
power lasts for a period of time sufficient to enable the user to con-
tinue computer operations, conduct an orderly shutdown of the pro-
tected equipment, preserve data, work through short power outages
or, in some cases, continue operating for several hours or longer.

Our DC-power systems are highly configurable designs that
continuously monitor and isolate end-user equipment from utility
voltage fluctuations, frequency variations, and electrical noise. In the
event of a power failure, the DC products seamlessly provide back-
up power for critical communications networks, allowing users
emergency access to these networks for a period of many hours.

Our surge protection devices and power conditioning products
provide protection from electrical power surges and noise in the
flow of utility power. APC's precision cooling equipment regu-
lates temperature and humidity. Qur software and accessory
solutions enhance monitoring, management, and performance of
our products, and our service offerings assist the end-user with
installation, configuration, and maintenance of our products.

Segmenis

APC operates primarily within one industry consisting of three
reportable operating segments by which we manage our busi-
ness and from which various offerings are commonly combined
to develop a total solution for the customer. These efforts prima-
rily incorporate the design, manufacture, and marketing of power
protection equipment and related software and accessories for
computer, communications, and related equipment. Our three
segments are: Small Systems, Large Systems, and Other. Each
of these segments address global markets.

The Small Systems segment develops power devices and acces-
sories for servers and networking equipment commeonly used
in local area and wide area networks and for personal
computers and sensitive electronics. Major product offerings
include the Smart-UPS®, Matrix-UPS®, Symmetra® Power Array®,
and Back-UPS® family of UPSs. Also included are the SurgeArrest®
surge suppressors as well as cabling and connectivity solutions.
Additional accessories and software products are offered to
enhance the management of these networks. Products include
PowerChute® software, MasterSwitch™ power distribution units,
and NetShelter® server enclosures. Products are sold to home
and commercial users primarily through an indirect selling model
consisting of computer distributors and dealers, value added
resellers, mass merchandisers, catalog merchandisers, E-com-
merce vendors, and strategic partnerships.

The Large Systems segment produces products that provide
power and availability for data centers, facilities, and communica-
tions equipment for both commercial and industrial applications.
Product offerings include Silcon® UPSs, NetworkAIR™ precision
cooling equipment, and DC-power systems. Products are sold
to commercial users primarily through an indirect selling model
consisting of value added resellers and strategic partnerships.

The Other segment provides replacement batteries for APC's
UPS products and notebock computers as well as Web-based
informational, product, and selling services.

Information on reportable operating segment net sales, profit
from operations, and depreciation for each of the last three years
is located in Note 11 of Notes to Consolidated Financial
Statements in Item 8 of this Report.

APC was incorporated under the laws of the Commonwealth of
Massachusetts on March 11, 1981. Executive offices are located
at 132 Fairgrounds Road, West Kingston, Rl 02892, our telephone
number is (401) 789-5735 and our Web site is WWW.apc.com.

Marke? Qverview

The growth of the power protection industry has been fueled by
the proliferation of microprocessor-based equipment and related
systems in the corporate marketplace and in the small
officefhome office environment. Despite recent softress in IT
markets and lower general IT spending and growth in core tech-
nology applications, PCs and servers have become an integral
part of the overall business strategy of many organizations as well
as in many technical, scientific, and manufacturing settings.
Businesses continue to store, manipulate, and transfer data via
local area and wide area networks as well as via corporate
intranets and the Internet. Additionally, while the installation of
large data centers particularly has experienced the same recent
spending decline as PCs and servers, the past few years have
been marked with a general rise in these installations to support
Internet-based market and corporate IT needs.

We believe that the increased awareness of the costs and lost
productivity associated with poor power quality has increased
demand for power protection products. Complete failures, surges,
or sags in the electrical power supplied by a utility can cause com-
puters and electronic systems to malfunction, resulting in costly
downtime, damaged or lost data files, and damaged hardware.




A UPS protects against these power disturbances by providing
continuous power automatically and virtually instantaneously after
the electric power supply is interrupted. UPSs also provide line
filtering and protection against surges or sags while the electric
utility is available. The products also enhance productivity through
the continued availability of networks, sensitive electronics, and
even facilities during power outages. In international regions, power
quality often results in varied levels of distortions and, as a result,
these areas provide us with additional opportunities for our products.

In 2001, we continued to expand and enhance the overall prod-
uct and service offering throughout our business. Internal product
development resulted in the introduction of a number of new
UPS and accessory products as well as new power and network
management products. Through acquisition we added battery
management technology and broadband power solutions to
enhance our Large Systems offerings. Our business continued to
be impacted by the difficult macro-economic environment and
slow down in our core end markets, including PCs, servers, data
centers and communications.

In the first quarter of 2002, APC introduced PowerStruXure™, a
patent-pending, systematic approach to building data center phys-
ical infrastructure. This entirely new approach to data center sup-
port simplifies the design, building and management of data cen-
ter infrastructure with an innovative, fully engineered and tested
system. The three initial core solutions that comprise
PowerStruXure are a modular, scalable, N+1 redundant UPS;
zoned, intelligent power distribution; and a next generation rack
enclosure. The product is initially available in North America and is
expected to be available in most countries worldwide during 2002,

Products

APC's strategy is to design and manufacture products that incorpo-
rate high-performance and quality at competitive prices. Our products
are designed to fit seamlessly into the computer, networking, and
communications environments of businesses, homes, small
offices/home offices and outdoor installations. These products are
engineered and extensively tested for compatibility with leading infor-
mation and communications technology hardware and software.

upPs

We currently manufacture a broad range of standard domestic and
international UPS products. Our UPSs are designed for multiple
applications with the principal differences among the products
being the amount of power which can be supplied during an
outage, the length of time for which battery power can be
supplied, the level of intelligent network interfacing capability, and
the number of brownout and over-voltage correction features.
UPSs range from 200 volt-amps, suitable for a PC, to 1.6
megawatt, or MW, suitable for data centers, mainframe comput-
ers, industrial applications or facilities. List prices to end-users
range from approximately $50 to approximately $200,000.

Surge Suppressors

We also offer a line of surge protection products to protect
against power spikes and surges. The principal difference among
the surge suppressor models is the level of protection available
and feature sets of the products. List prices to end-users range
from approximately $13 to approximately $3,500.
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DC-power

Our DC-power systems include rectifiers; highly configurable DC
power plant design, installation consulting, and service; and
power distribution equipment for a variety of communications
networks, including cable, wireless, fiber optic, and public
switched telephone network applications. The products can
serve as both the primary power supply and back-up power for
communications equipment. List prices to end-users range from
approximately $500 to over $100,000.

Power Management Software

APC also offers a family of power management software solutions.
The primary software offering is available under the PowerChute
name and provides unattended system shutdown capabilities, UPS
power management, and diagnostic features. PowerChute is avail-
able free of charge for many major operating systems with the
purchase of select UPS units. List prices to end-users for other
PowerChute products start at approximately $69. APC also offers
software packages for advanced monitoring, configuring, and
managing of power resources. Select versions are available free of
charge, while list prices to end-users for these software packages
range from approximately $169 to approximately $10,000.

Power Management Accessories

We also offer a range of power management hardware accessories.
These solutions include add-on hardware to manage and monitor
attached UPS and networking eguipment;, cables and connectivity
equipment; a free-standing rack enclosure product, NetShelter; and
a variety of rack accessories to better utilize precious space in a
computer room. List prices to end-users for accessory products
range from approximately $70 to approximately $1,700.

Precision Cooling

Additionally, APC offers a line of precision cooling products that
regulate temperature and humidity. Products include portable,
floor and ceiling-mounted precision cooling systems as well as
management systems used in a variety of applications including
server rooms, data centers, and communication stations. List
prices range from approximately $900 to approximately $45,000.

Service Programs

Warranties

APC provides service programs to our customers for in-warranty
UPS products and out-of-warranty UPS products, as well as for
on-site services, installation consulting services, remote monitoring
services, power audit services, and network integration services.
Depending on the product, there are standard two-year and one-year
limited warranties covering UPS, DC-power, and NetworkAir
products. Customers can extend the basic warranty period of select
products, at an additional charge, for a period of one or three
additional years. n-warranty service programs allow customers to
return their original unit for repair and, if found defective, we will
replace the original unit with a factory reconditioned unit or, if
requested, repair the original unit and return it to the customer. The
extended warranty can be purchased anytime during the standard
warranty period. For a fixed fee, which varies by model, we will
replace an out-of-warranty UPS unit with a factory reconditioned unit.
We also offer a standard one-year limited warranty which covers
certain Siicon product parts. This warranty can be extended in
annual increments for a period not to exceed ten years. Additionally,
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customers can purchase on-site service, preventative maintenance,
and power availability consulting. On-site service is offered through
APC’s service department and third party vendors. We also offer
Trade-UPS programs for customers to upgrade old APC or competitive
units to new APC units. Most surge suppressor products come with a
lifetime product warranty. APC's Charge-UPS programs provide end-
users the ability to refurbish certain APC Back-UPS and Smart-UPS
units. For UPS units six years of age or less, the program provides a
new two year warranty on an entire UPS system; premium replace-
ment battery; CD of the latest PowerChute software, and prepaid
return freight for the spent battery. Additional options include software
upgrades and the option to have APC perform the battery replacement
and a system check. The program is currently available in North
America and we plan to offer it in other regions.

Equipment Protection Policy

APC offers an Equipment Protection Policy in the U.S., Canada,
and European Community. Depending on the model and country,
the policy provides up to $150,000, 50,000 pounds sterling, or
100,000 euros for repair or replacerment of customers’ hardware
should a surge or lightning strike pass through an APC unit. Other
restrictions also apply. Customers can also register the
ProtectNet® line of data line surge suppressors for a "Double-Up”
Suppiemental Equipment Protection Policy, under which the total
recoverable limit under the Equipment Protection Policy may be
doubled (U.S. and Canada only).

Our products have experienced satisfactory field operating
results, and warranty and Equipment Protection Policy costs
incurred to date have not had a significant impact on the
consolidated results of operations.

Distribution Channels

APC markets its products to businesses, small offices/home
offices, and home users around the world through a variety of dis-
tribution channels. These channels include:

o computer distributors and dealers;
o value added resellers;

° mass merchandisers;

o catalog merchandisers;

o E-commerce vendors; and

o strategic partnerships.

We also sell directly to some large value added resellers,
which typically integrate our products into specialized com-
puter systems and then market turnkey systems to selected
vertical markets. Additionally, certain select products are sold
directly to manufacturers for incorporation into products man-
ufactured or packaged by them.

Two computer distributor customers, Ingram Micro and Tech
Data Product Management, accounted for approximately 15.5%
and 13.3%, respectively, of net sales in 2001, and 14.9% and
11.4%, respectively, of net sales in 2000. No single customer
comprised 10% or more of APC’s net sales in 1939. The major-
ity of our sales to Ingram Micro and Tech Data Product
Management are included in the Small Systems segment.

Sales and Marketing

APC's sales and marketing organizations are primarily responsi-
ble for four activities: sales, marketing, customer service, and
technical support. Our sales force is responsible for relationships
with distributors, dealers, strategic partners, and end-users as
well as developing new distribution channels, particularly in geo-
graphic and product application areas into which we are expand-
ing. We have charged our sales force with providing customers
comprehensive products and services to meet their power avail-
ability and management needs.

Our marketing activities include market research, product
planning, trade shows, sales and pricing strategies, and product
sales literature. We utilize direct marketing efforts domesticatly and
internationally, including direct mailings and print, online/Internet,
radio, and television advertising, as well as exhibiting at computer
tr