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The
Vital Link’

Procucts &

Network Infrastructure

> Antennas & Antenna Systems

b Transmission Line & Cable

> Tower & Site Support

b Telco Interface & In-Building Support

> In-Building & Fixed Wireless Broadband

Mobile Device & Accessory

. TESSCO’s
> Phone Accessories

q integrated, ,
> Two-Way Radios & Accessories L , closed-loop system |
. . \ provides... w_
> Antennas, Mounts & Vehicle Equipment Pz Knowledge @)
b Data, Messaging, Security Configuration /
& Location Systems . Delivery i

7

 \-._Control -

—

Instaliation, Test & Maintenance /1\

b Site & Network Testing
> Bench Test Equipment =N
> Work Environment—Tools & Shop Supplies - ,
b Electrical Supplies & Wire

b Repair Parts & Components

V “Sell To” Channel

> Carriers & System Operators
b Internet Service Providers

> Infrastructure Site Owners
& Contractors

Integrators

Enterprise, Utility & Transportation
Education & Healthcare

State & Local Government

A VA VA A v

Federal Government & Military

“Sell Through” Channei

b Dealers
> Value-Added Resellers
> Retailers

Consumer Direct “Affinity” Channel

> Original Equipment Manufacturers
> Carriers
> Resellers
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Letter to Shareowners

June 2003

Dear Fellow Shareowner,

TESSCO is strategically, financially and operationally strong. But what a year!
Despite the very difficult environment of the wireless telecom market, the first six
months of TESSCO's fiscal year showed good progress, with revenues growing
14% and earnings increasing 96% over the prior year’s first six months. Then, on
October 12, our central sales, support, data and phone center was destroyed,
requiring a shift in focus from growth to survival and rebuilding!

While the recovery distractions have been immense, we have continued to
leverage our value proposition, “Delivering what you need, when and where you
need it."® We completed our fourth quarter with a 12% revenue growth versus last
year's fourth quarter, and ended the year with revenues growing 10% to a record
$273.9 million. We achieved record product deliveries and revenues while we
maintained profitability and a very strong balance sheet. During the same period,
many of our competitors saw a decline in shipments, revenue, and earnings.

Our business model is solidly intact and we are passionately focused on
executing strategic initiatives to grow custorers and offerings and achieve supe-

rior operating resuits in the long term.

UWhat happened on Qctober 12?2

Despite the challenges of the marketplace, the single most influential event for
TESSCO this past year was the disaster that occurred on October 12. During the
late evening hours of Saturday, October 12, 2002, a publicly maintained water
system located 60 feet from the side of our corporate headquarters malfunc-

tioned, causing a torrent of water to break through the brick and cinderblock wall
of the building. The tremendous force of the water severely damaged the central
network-operating center and the entire 180,000 square-foot facility flooded with
10 to 24 inches of water. All 50,000 square feet of office space was destroyed and
is in the process of being rebuilt. The central voice, data and Internet system has
been temporarily rebuilt in other facilities and still requires total replacement.
Inventory was essentially unharmed, and the distribution center in that facility was
operable within a short period of time after the flooding.

Despite the damage and disruption, order deliveries resumed Monday,
October 14, less than 32 hours after the disaster. Sales and administrative func-
tions and voice and data operations were immediately diverted to our other
Maryland and Nevada facllities. Today all displaced office team members have
been relocated into temporary leased space.

TESSCO’s response and recovery were incredible. Extraordinary contribution
and teamwork by TESSCO team members allowed our disaster plan 1o be imple-
mented and service to our customers protected.

While we were able to deliver and react to customers’ requirements, our
proactive business generation programs wete seriously distupted by the demands
of working on the recovery.

Various insurance claims have been filed with the Company’s insurance
carrier. While the final resolution of the insurance claims is not yet known, the
Company continues to believe that the total insurance proceeds should be
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Letter to Shareowners

Additional new product category introductions this year will include mobile
wireless data, voice over IP, wireless security, video conferencing and an
expanded range of installation, test and maintenance equipment. We are also
expanding our service offerings, including leasing and training.

While we focus on organic growth, we will continue to search for acquisitions
that integrate with our core strategy, expand our customer and/or product base

and leverage our operating platform.

How will TESSCO grow productivity and profitabilits/?

Today customers demand more services and command lower prices, creat-

ing intense pressure on gross profit and operating margins.

TESSCO's strategy to improve productivity and profitability can be summa-

rized as follows:

0  Assuring that we deliver the value customers recognize, need and are
willing to pay for, and maintaining the courage to sell this value or retreat

from a nonprofitable market or customer.

O Lowering the cost of sales by accelerating our cost-effective artful-

scientific databased and e-commerce marketing and sales strategies.

O Improving operating margins by leveraging our fixed investments in talent,

e-commerce, technology and fulfiltment facilities.

O Eliminating all unnecessary or nonproductive processes, policies and/or

resources.

o Improving holistic productivity by continuing our disciplined methodology,

collaboration and rigorous project management.

O Improving the return on assets by continuing our focus on inventory,

receivables and cash-flow management.

Why is TESSCO repurchasing shares and options?

Our current per share stock price represents about 60% of our book value per
share. We believe this share price does not accurately reflect TESSCO's current
value and certainly gives us no credit at all for our future prospects. The Board of
Directors, after thoughtful and considered analysis, developed a two-fold strategy
in the best interest of all shareowners.

The Board approved a stock buyback program with the objective of increas-
ing fong-term value for our shareowners and enhancing the value of our shares in
the near term. At current prices, we believe the purchase of our shares is accre-
tive and an excellent use of funds.

Many of the outstanding options issued to team members have exercise
prices that are significantly higher than the current market price of our common
stock. We issued these options to attract talent and to motivate this talent to drive
performance and continue to make TESSCO their career. Today, because of the
significant decline in equity values across the market and in particular for the wire-
less industry and TESSCO, most of our outstanding options no longer achieve our
intended objectives. The Board-initiated stock option repurchase program allows
TESSCO to compensate team members holding eligible options. In addition, it
provides our plan with available options for future grants, so that we might better
attract, retain and motivate quality team members responsible for building share-

owner value.

What is TESSCO’s governanee policy/?

In light of the elevated concern with corporate governance, it is appropriate to
remind TESSCO shareowners of TESSCO'’s ongoing diligence in this arena.
Ethical behavior, good corporate governance and impeccabile business standards
have always been a part of the TESSCO Way, the principles that guide our actions
and the foundation of our corporate culture. Every day, team members demon-

strate our Win-Win business value, described as “Nurturing respectful, honest,
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Form 10-K

UNITED STATES SECURITIES AND EXCHANGE COMMISSION o Washington, D.C. 20549

FORIM 10-[K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended March 30, 2003

OR
[J TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-24746

a Indicate by check mark whether the registrant (1) has filed all reports required to be filed by
TESSCO Technologies Incorporated Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months
(Exact name of registrant as specified in its charter) (or for such shorter period that the registrant was required to file such reports), and (2) has

DELAWARE been subject to such filing requirements for the past 90 days. Yes [X] No []

C . . oot Indicate by check mark if disclosure of delinquent filers pursuant to ltem 405 of Regulation S-
(State or other jurisdiction of incorporation or organization) K is not contained herein, and will not be contained, to the best of registrant's knowledge, in
52-0729657 definitive proxy or other information statements incorporated by reference in Part lll of this

(IRS Employer Identification No) Form 10-K or any amendment to this Form 10-K. [

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-
11126 McCormick Road, Hunt Valley, Maryland 21031 2 of the Act). Yes (1 No [X]

(Address of principal executive offices) (Zip Code) The aggregate market value of Common Stock, $.01 par value, held by non-affiliates of the

. , . i registrant based on the closing sales price of the Common Stock as quoted on the NASDAQ
Registrant’s telephone number, including area code: Stock Market as of September 29, 2002, was $34,000,353.

410) 229-1000
(410) The number of shares of the registrant's Common Stock, $.01 par value, outstanding as of

Securities registered pursuant to Section 12(b) of the Act: May 27, 2003, was 4,529,293.

None DOCUMENTS INCORPORATED BY REFERENCE
Securities registered pursuant to Section 12(g) of the Act: Portions of the definitive Proxy Statement to be delivered to sharehotders in connection with
Common Stock, $.01 par value the 2003 Annual Meeting of Shareholders scheduled to be held July 24, 2003, are
incorporated by reference into Part lll.




8go SRR 81InS0{SI(] JRIOURU pue Bununoddy

[ &= |

U0 SIURJUNOITY Ylm Sluawasibesig pue u sabueys 6 way
17 IR SJUBJUNODDY 24ONd Juapuadapu| |0 oday
gz S)UBLLBIRIS [BIoUBUL 10} AlIQISUodsay S,Juswiabeurpy
Q2 e S)UBLLIAIEIS [RIJUBUIL PAIEPIOSLIOY O] SB10N
GLY ~ R SMOJ4 USBD JO S)UaLLISIRIS PAePIoSUD)
gLy funb3 e%_ozem:w u1 sabueyq JO SJUBLLBIEIS PAIBPIOSU)
gLy Tttt glUEIUY JO SIUSWSIE]S PATEPIOSUNY)
AR e I I Sl8ays sduejeq pajepljosuc)
S eleq Arjuswia|ddng pue SJUSWSIRIS [RISUBLI PAIEPIIOSUOY) 8 wal|
1% I %SIY 1M/ INOGE SAUNSO[DSI(F 8Allel[en)) pUe sAeluen) v/ Wiy
LY e suonelad() §o S)NSaY pue uonIpuo)
[BIOURUI JO SISAJEUY PUB U0ISSNOSI] S Juswabeuey J Wway|
QI e suoneIad( Jo synsay Auapeny)
[ I IR I s EJEQ [EIDUBUL P3)IB|aS 9 way
0L *° SIaNBN JapjoyaieysS palelay pue Ajnb3j uowwos sJuelisibay 10) 1By G way
00 202
6y e R wensifay ay) |0 S1a0lQ BANDeXT 'y WAy
ogxM oo sainjeudis gy SIap|OH ALNJ3S JO 8]0/ B 0] SISTBI JO UOISSILGNS  way
6o B N §]Un020y Buikjeny pue uonenfes || 8iNpayas QY T sBUIpaaos] [6a] ¢ way
ge %-§ UL0{ U0 spoday pue Sajnpayas Jualia)els [eloueuld ‘sigiyxy GL W3 o soruadoid Z way
gy T ‘ T S Auadoid [emoa)ja|
N EE] uonnadwon
$99f0jdw]
Qe e S3INpadold pue S|OAUC) L Wy GW e uonesadq jo pouiaiN
Q2N ' gUONORSURIL PARIRY pue sdiysuoneiey Uleusn £ way G sJawoisny
8eN EQE%N%_\,_ puB SJAUM(Q) [elalausg uleLdy Jo diysioumQ Aundag  Z| way 72 L $90IALG PUB S1ONPoId
QEN R " UonesuAdO) BAINIAX] L] Wy PO e1au3Y
QY uelsiBay ay) JO $I801J0 SAINIBXT pUB SI0I0AI] O Way ssauisng | way
00 Bzl 1 H2E]

M-0L Hoday fenuuy

SIUSILION)




(2o

Annual Report 10-K

Pearrt

General

TESSCO Technologies Incorporated (TESSCO, or the Company) is a leading provider of inte-
grated product plus supply chain solutions to the professionals that design, build, run, maintain and
use wireless voice, data, messaging, location tracking and Internet systems.

We link customers with integrated product plus supply chain solutions configured from
product choices made by world-class manufacturers. While creating Your Total Source® opportunity
for our customers to improve the way business is done, we present, market, sell, supply, and
support manufacturers’ products as a part of a total customer solution, thus providing a cost-effec-
tive channel to a broad and diverse customer base.

Our operational platform, which we refer to as our Knowledge, Configuration, Delivery and
Control (KCDC™) System, allows customers and manufacturers the opportunity to streamline the
supply chain process and lower total inventories and costs by providing guaranteed availability and
complete, on-time delivery to the point of use.

We began our “total source” operations in 1982, we reincorporated as a Delaware corpora-
tion in 1987 and have been listed on the NASDAQ Stock Market (symbol: TESS) since 1994. Today,
we operate 24 hours a day, seven days a week, under ISO 9001:2000 registration. Cur Global
Logistics Center and Solutions Development Center in Hunt Valley, Maryland, and Americas
Logistics Center in Reno, Nevada, configure orders for complete, on-time delivery throughout the
world. The Americas Logistics Center became operational in earty June 2003 and serves to extend
our capabilities and presence and also provides substantial information technology redundancy to
our corporate headquarters and network operating center in Hunt Valley, Maryland. Our solution
offering, consisting of over 34,000 items from over 450 manufacturers, falls within the broad cate-
gories of network infrastructure, mobile devices and accessories and installation, test and mainte-
nance products.

We currently serve approximately 14,000 business customers and 80,000 consumers per
quarter, including a diversified mix of cellular, PCS and paging carriers, wireless ISPs, fixed broad-
band and mobile dispatch operators, infrastructure site owners, coniractors and integrators, wire-
less dealers, value-added resellers, retailers, self-maintained users and consumers.

Preduects and Serices

We identify, select, present, market, sell, supply, and support products and services required
to design, build, run, maintain and use a wireless system. We principally offer competitively priced,
manufacturer brand-name products, ranging from simple hardware items to sophisticated test
equipment, with per item prices ranging from less than $1 to over $43,000 and gross profit
margins ranging from less than 5% to over 90%. During fiscal 2003, we offered over 34,000 stock
keeping units (SKUs), broadly classified as network infrastructure, mobile devices and accessories

and instaltation, test and maintenance products, which accounted for approximately 33%, 44% and
23% of revenues, respectively. Network infrastructure products are used to build, repair and
upgrade wireless telecommunications, computing and Internet networks, and generally comple-
ment radio frequency transmitting and switching equipment provided directly by original equipment
manufacturers (OEMs). Products include base station antennas, cable and transmission lines, fixed
broadband equipment, filtering systems, small towers, lightning protection devices, connectors and
miscellaneous hardware. Our network infrastructure service offering includes connector installation,
custom jumper assembly, filter product tuning, site kitting and logistics integration. Mobile devices
and accessory products include celiular telephones, pagers and two-way radios and related acces-
sories such as replacement batteries, cases, microphones, speakers, mobile amplifiers, power
supplies, headsets, mounts, car antennas and various wireless data devices. Retail merchandising
displays, promotional programs, customized order fulfillment services and affinity-marketing
programs, such as providing outsourced call centers and private label Internet sites, complement
our mobile devices and accessory product offering. Instaliation, test and maintenance products are
used to install, tune, maintain and repair wireless communications equipment. Products include
sophisticated analysis equipment and various frequency-, voltage- and power-measuring devices,
as well as an assortment of tools, hardware, replacement and component parts and supplies
required by service technicians.

While we principally provide manufacturer brand-name products, a variety of products, which
are primarily subscriber accessory products and infrastructure accessory components, are devel-
oped and offered under a TESSCO-owned brand, Wireless Solutions®.

Our products are sold as part of integrated product plus supply chain sotutions. Our supply
chain services for all product areas are grouped under Knowledge, Configuration, Delivery and
Control (KCDC™). Knowledge solutions include product choice comparison, with comprehensive
specifications organized by product, not manufacturer, reinforced by engineering, sales and techni-
cal support staff and hands-on training programs. Configuration services are comprised of
customized product kitting, logistics management, and consumer and retail merchandising and
marketing, allowing the products to be delivered ready for immediate use, installation or resale. Qur
delivery system allows the customer to select 1-, 3- or 5-day “just-in-time” delivery, to specific
delivery locations. For every order, we provide a single delivery with custom packaging designed to
eliminate the customer’s need for staging and warehousing. We guarantee on-time, complete and
error-free delivery. Our services that increase customer control include predetermined menthly
pricing levels, the ability to monitor multi-site purchasing with pre-approved, customized parame-
ters indicating who is able to order how much of which specific products, order delivery tracking,
property and usage tracking and history reporting and alternative financing options.
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We attempt to understand and anticipate customers' needs and to build solutions by cultivat-
ing lasting relationships. Our customer database contains detailed information on over 142,000
existing and potential customers, including the names of key personnel, past contacts and inquiry
and buying and credit histories. This extensive customer database enables us to identify and target
potential customers and to market specific products to these targeted customers. Potential
customers are identified through their responses to direct-marketing materials, advertisements in
trade journals and industry trade shows, as well as through referrals from other TESSCO customers.
Customer relationship representatives follow up on these customer inquiries through distribution of
our knowledge tools and through phone contact, electronic communications and field visits. The
information technology system tracks potential customer identification from the initial marketing
effort through the establishment and development of a purchasing relationship. Once a customer
relationship is established, we carefully analyze purchasing patterns and identify opportunities to
encourage customers to make more frequent purchases of a broader array of products. Scheduled
calls are made to each regularly purchasing customer for the purpose of information dissemination,
order generation, database maintenance and the overall enhancement of the business refationship.

Solutions Development and Hiarleting: We actively monitor advances in technologies
and industry trends, both through market research and continual customer interaction, and
continue to add to our product offering as new wireless communications products and technologies
are developed.

In addition to determining the product offering, our product and solutions development teams
provide the technical foundation for both customers and our personnel. The Wireless Product
Knowledge System (WPKS) is continually updated to add new products and additional technical
information in response to manufacturer specification changes and customer inquiries. WPKS
contains detailed information on each SKU offered, including full product descriptions, category
classifications, technical specifications, illustrations, product cost, pricing and delivery information,
alternative and associated products and purchase and sales histories. This information is available
on a real-time basis to all of our personnel for product development, procurement, technical
support, cataloging and marketing.

We utilize our WPKS to develop both broad-based and customized product information mate-
rials. These materials are designed to encourage both existing and potential customers to view us
as an important source of their product requirements by providing useful and timely product and
service information. These knowledge tools include: Solutions Guides, which are distributed annu-
ally to over 125,000 current and prospective buyers in approximately 50 couniries; The Wireless
Journal®, which is designed to introduce the reader to our capabilities and product offerings and
contains information on significant industry trends and product reviews; Technical Application Notes
and White Papers, which provide in-depth planning and instalfation instructions and diagrams; Tech
Tips, which offer suggestions and ideas from TESSCO customers; TESSCO Specialty Guides, which
provide in-depth, customizable product knowledge on a specific category of product; TESSCO
Transmitter®, a periodic electronic customer newsletter and TESSCO.com®.

TESSCO.com® our Internet-based Knowledge, Configuration, Delivery and Control Solution
and Transaction System, features an online version of our printed Solutions Guide and a unique
business-to-business transaction system, enabling customers to conduct product searches and to
place customized orders for complete, on-time delivery. Its features include:

o an electronic version of our printed Sofutions Guide, plus vital industry-focused
information;

o in-depth product knowledge, including illustrations, detailed specifications and application
information;

o order reservations and order history review;

o real-time product availability for over 34,000 SKUs from more than 450 manufacturers of
network infrastructure products, mobile devices and accessory products, as well as instal-
lation, test and maintenance products;

2 the ability to view invoices online and customer-specific pricing, based on our tiered pricing
structure, which is tied to a customer’s purchases;

o easy ordering capabilities, including a worksheet ordering tool which allows for the
construction of a total source order; worksheets can be saved with or without protection,
copied and shared;

o order confirmation, specifying the contents, order status, delivery date, tracking number
and total cost of an order;

© order history review; and
o preconfigured base solutions that can be customized to a particular customer's needs.

Our knowledge tools empower our customers to make better decisions by delivering product
knowledge, rather than just information. These tools also provide our manufacturers the opportu-
nity to develop their brands and to promote their products to a broad and diverse customer hase.

Procurement and Inventory Management: Qur product management and purchasing
system aims to provide customers with a total source of broad and deep product availabitity, while
maximizing our return on our inventory investment.

We use our information technology system to monitor and manage our inventory. Historical
sales results, sales projections and information regarding vendor lead times are all used to deter-
mine appropriate inventory levels. The information technology system also provides early waming
reports regarding inventory levels. As of March 30, 2003 and March 31, 2002, we had an imma-
terial level of backlog orders. All backlog orders as of March 30, 2003 are expected to be filled
within 90 days of fiscal year-end. For the fiscal years ended March 30, 2003 and March 31, 2002,
inventory write-offs were 0.2% and 0.9% of total purchases, respectively. Generally, we have been
able to return slow-moving inventory to our vendors pursuant to stock rotation agreements.
inventory furns for fiscal years 2003 and 2002 were 6.2 and 5.1, respectively.

Cusiomer Support and Order [nfry: The customer support teams are responsible for
responding to what we refer to as "the moments of truth” by providing sales and customer support
services by means of an effective and efficient transaction system. We also continually moniter our
customer service performance through report cards included with each product delivery, customer
surveys and regular interaction with customers. By combining our broad product offering with a
commitment {o superior customer service, we seek 1o reduce a customer's overall procurement
costs by enabling the customer to consolidate the number of suppliers from which it obtains prod-
ucts, while also reducing the customer's need to maintain high inventory levels.
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Intellectual Preperiyy

We seek to protect our intellectual property through a combination of tfrademarks, service
marks, confidentiality agreements, trade secret protection and, if and when appropriate, patent
protection. Thus far, we have generally sought to protect our intellectual property, including our
product data and information, customer information and information technology systems, through
trademark filings and nondisclosure, confidentiality and trade secret agreements. We typically
require our employees, consultants and others having access to our technology to sign confiden-
tiality and nondisclosure agreements. There can be no assurance that these confidentiality and
nondisclosure agreements will be honored, or whether they can be fully enforced, or that other enti-
ties may not independently develop systems, technologies or information similar to that on which
we rely.

We maintain a number of trade names and registered trademarks in connection with our busi-
ness activities, including “TESSCQ®,” “TESSCO.com®,” “Your Totat Source®,” “The Wireless
Journal®,” “Wireless Solutions®,” “TESSCO Technologies®,” “TESSCO® Service Solutions,” “The Vital
Link®," “Transmitter®," “TESSCO Magic®,” “Wireless Rent®,” “Tech Net®,” “Techdirect®,” “A Simple
Way of Doing Business Better®” and “Power Tower®.” Our generat policy is to file for trademark and
service mark protection for each of our trademarks and trade names and to enforce our rights
against any infringement.

Although we currently hold no patents, we intend, if and when appropriate, to seek patent
protection for patentable technology. The ability to obtain patent protection involves complex legal
and factual questions. Others may obtain patent protection for technologies that are important to
our business, and as a result, our business may be adversely affected. In response to patents of
others, we may need to license the right to use technology patented by others, or in the event that
a license cannot be obtained, to design our systems around the patents of others.

tem 2. ProperfieS.

Our corporate headquarters and primary distribution center, known as the Global Logistics
Center (GLC), is located in a Company-owned 184,000 square-foot facility located north of
Baltimore in Hunt Valley, Maryland. Certain long-term debt is secured by the Hunt Valley property,
as described in Note 8 to the Consolidated Financial Statements. As of April 1, 2001, we entered
into a lease expiring March 2006, for an additional 65,000 square feet of space adjacent to the
Global Logistics Center in Hunt Valley, Maryland, to house our Solutions Development Center {(SDC).
New product and service solutions are developed at the SDC. West Coast sales and fulfillment are
currently facilitated by our 15,000 square-foot Reno, Nevada Distribution Center (RDC) and by our
new Americas Logistics Center (ALC), also located in Reno. We lease the RDC pursuant to a lease
which expired June 2001, but which has been extended on a month-to-month basis. On March 19,
2002, we acquired the ALC, a 115,000 square-foot distribution and office facility situated on 17
acres of land. The ALC became operational in June 2003 and is used to configure and fulfilt product
and supply chain solutions, provide disaster backup for the GLC and allow for future growth of
staffing and increased fulfiliment capabilities. We expect to terminate the lease for the RDC shortly
after all West Coast operations have been relocated to the ALC. We also entered into a sublease for
approximately 84,000 square-feet of temporary office space to accommodate displaced employ-
ees as a result of the disaster described in Note 3 of the Consolidated Financial Statements. This
sublease expires May 31, 2004, and the monthly rental fee is approximately $115,000.

eom . Legal Preoceecingss

Lawsuits and cfaims are filed against us from time to time in the ordinary course of business.
We do not believe that any lawsuits or claims currently pending against the Company, individually
or in the aggregate, are material, or will have a material adverse affect on our financial condition or
results of operations.

Kerm &. Submissieon ef Matters t© a Youe off
Securiys Rolders.

None
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tem 8. Market for Registranit’s CoRmENemn
Equity ancl Related Sharcholder
Matters.

Our common stock has been publicly traded on the NASDAQ Stock Market since September
28, 1994, under the symbol “TESS.” The quarterly range of prices per share during fiscal years
2002 and 2003 are as foliows:

RIGH LOW
Fiscal 2002
First Quarter $14.38 $11.35
Second Quarter 16.00 10.64
Third Quarter 17.85 13.25
Fourth Quarter 18.85 13.11
Fiscal 2003
First Quarter $16.44 $ 8.04
Second Quarter 12.93 9.40
Third Quarter 11.24 177
Fourth Quarter 9.91 7.04

As of March 30, 2003, the number of shareholders of record of the Company was 57. We
estimate that the number of beneficial owners as of that date was 2,700.

We have never declared or paid any cash dividends on our common stock and do not expect
to pay any cash dividends in the foreseeable future. Our revolving line of credit agreement prohibits
the payment of cash dividends without the prior written consent of the lender.
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Quarterly Results of Operations

FISCAL 2003 QUARVERS ENDED

FISCAL 2002 QUARTERS ENDED

RAR. 36, 2003

BEC. 29, 28602

SEPT. 29, 2002 JUNE 80, 2602 NAR. 31, 2002

DEGC. 30, 20601

SEPT. 30, 2001

JULY 1, 20601

Revenues $69,392,100 $ 65,010,300 $70,375,900 $69,135,100 $61,955,800 $65,025,100 $ 62,040,000 $59,894,200
Cost of goods sold 51,778,500 48,639,200 51,611,200 50,569,800 44,381,900 47,056,400 45,282,600 43,711,700
Gross profit 17,613,600 16,371,100 18,764,700 18,565,300 17,573,900 17,968,700 16,757,400 16,182,500
Selling, general and

administrative expenses 17,794,300 15,545,200 16,518,400 16,406,900 15,088,700 15,344,000 14,895,500 15,268,300
Benefit from insurance proceeds (1,212,500) — — — — — — —
Income from operations 1,031,800 825,900 2,246,300 2,158,400 2,485,200 2,624,700 1,861,900 914,200
interest and other expense, net 322,900 319,600 345,200 315,900 336,500 339,900 362,400 457,300
Income before provision

for income taxes 708,900 506,300 1,901,100 1,842,500 2,148,700 2,284,800 1,499,500 456,900
Provision for income faxes 274,000 194,900 731,900 709,400 796,700 913,900 599,800 173,600
Net income $ 434,900 $ 311,400 $ 1,169,200 $ 1,133,100 $ 1,352,000 $ 1,370,900 $ 899,700 $ 283,300
Diluted earings per share $ 0.10 $ 0.07 $ 0.26 $ 0.25 $ 0.29 $ 0.30 $ 0.20 $ 0.06
Percentage of Revenues
Revenues 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of goods sold 74.6 74.8 73.3 731 71.6 72.4 73.0 73.0
Gross profit 25.4 25.2 26.7 26.9 28.4 276 27.0 27.0
Selling, general and

administrative expenses 25.6 239 235 237 24.4 23.6 24.0 255
Benefit from insurance proceeds (1.7) — — — — — — —
Income from operations 1.5 1.3 3.2 3.1 4.0 4.0 3.0 1.5
Interest and other expense, net 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.8
Income before provision

for income taxes 1.0 0.8 2.7 2.7 35 3.5 2.4 0.8
Provision for income taxes 0.4 0.3 1.0 1.0 ] 1.3 1.4 1.0 03
Net income 0.6% 0.5% 1.7% 1.6% 2.2% 2.1% 1.5% 0.5%
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success of our affinity relationships, the number of orders we delivered in fiscal 2003 grew signif-
icantly compared to fiscal 2002. These consumer orders are typically smaller in size and weight
and many items are delivered to residences, not typical places of business. The resulting freight
charges we pay to third party common carriers with whom we contract for those deliveries is
greater, as a percentage of revenue, than larger commercial shipments. Qur information technol-
0gy support costs, including depreciation, increased this fiscal year as we continue to develop,
build, maintain and host private-labeled Web sites for our affinity partners, as well as continuing to
develop TESSCO.com® and other internal systems. Effective April 1, 2002, in accordance with
FAS 142, we no longer amortize goodwill (see Note 5). Goodwill expense of $267,500 was included
in selling, general and administrative expenses in fiscal 2002. We continually evaluate the credit
worthiness of our existing customer receivable portfolio and provide an appropriate reserve, based
on this evaluation. We also evaluate the credit worthiness of prospective customers and make deci-
sions regarding extension of credit terms to such prospects based on this evaluation. Accordingly,
we recorded a provision for bad debts of $616,100 and $823,300 for the years ended March 30,
2003 and March 31, 2002, respectively.

As a result of the factors described above, and partially offset by the receipt of a $1.2 million
benefit from insurance proceeds, income from operations decreased by $1.6 million, or 21%, to
$6.3 million in fiscal 2003 compared to $7.9 million in fiscal 2002. The operating income margin
decreased 10 2.3% in fiscal 2003 from 3.2% in fiscal 2002.

Net interest and other expense decreased by $192,500, or 13%, to $1.3 million in fiscal 2003
compared to $1.5 million in fiscal 2002. This decrease is due to decreased levels of borrowing
under our revolving credit facility and lower interest rates.

Income before the provision for income taxes decreased $1.4 million or 22%, to $5.0 million in
fiscal 2003 compared to $6.4 million in fiscal 2002 as a result of the factors described above. The
effective tax rates in fiscal 2003 and 2002 were 38.5% and 38.9%, respectively. Net income and diluted
earnings per share for fiscal 2003 decreased 22% and 21%, respectively, compared to fiscal 2002.

Results of Operations: Fiscal 2002 Compared to Fiseal 2001

Revenues decreased by $9.9 million, or 4%, to $248.9 million in fiscal 2002 compared to
$258.8 million in fiscal 2001. The overall decrease was primarily due to a decrease in network
infrastructure sales as a result of the difficulty experienced by wireless carriers and supporting
companies in financing their infrastructure needs and growth plans. Revenues from network infra-
structure and mobile devices and accessories decreased, while revenues from installation, test and
maintenance products increased. Network infrastructure, mobile devices and accessories and
installation, test and maintenance products and services accounted for approximately 43%, 32%
and 25%, respectively, of fiscal 2002 revenue, as compared to 49%, 32% and 19%, respectively,
of fiscal 2001 revenues. Revenue increases in the dealers and resellers and international user cate-
gories were offset by decreases in systems operators and consumer categories. The largest
increase was experienced in the dealers and resellers category, while the largest decrease was in
the systems operator category. Systems operators, dealers and resellers, consumers and interna-
tional users accounted for approximately 50%, 38%, 8% and 4%, respectively, of fiscal 2002
revenues, as compared to 57%, 31%, 8% and 4%, respectively, of fiscal 2001 revenues.

Gross profit decreased by $2.0 million, or 3%, to $68.5 million in fiscal 2002 compared to
$70.5 million in fiscal 2001. The decrease in gross profit is due to the decrease in revenues. The
gross profit margin increased to 27.5% in fiscal 2002 from 27.2% in fiscal 2001. The increase in
gross profit margin was primarily attributable to a significant increase in sales for instaliation, test
and maintenance products combined with a decrease in sales of network infrastructure products.
We account for inventory at the lower of cost or market, and as a result, write-offs/write-downs
occur due to damage, deterioration, obsolescence, changes in prices and other causes.

Total selling, general and administrative expenses increased by $643,500, or 1%, to $60.6
million in fiscal 2002 compared to $60.0 million in fiscal 2001. Total selling, general and administra-
tive expenses increased as a percentage of revenues to 24.3% in fiscal 2002, from 23.2% in fiscal
2001. This relatively nominal overall increase occurred notwithstanding substantial increases in
some specific items or categories of selling, general and administrative expenses associated with
and incurred in an effort to drive future growth. These include investments in sales and marketing
personnel, facility improvements and expansion and depreciation and amortization charges relative
to information system enhancements. The increases in these items or categories of expenses were,
however, largely offset by significant decreases in fulfiliment costs and corporate support categories,
including shipping charges, off-site storage facility costs, bad debt expenses and recruiting and
professional services expenses. We continually evaluate the credit worthiness of our existing
customer receivable portfolio and provide an appropriate reserve, based on this evaluation. We also
evaluate the credit worthiness of prospective customers and make decisions regarding extension of
credit terms to such prospects based on this evaluation. Accordingly, we recorded a provision for bad
debts of $823,300 and $972,200 for the years ended March 31, 2002 and April 1, 2001, respectively.

As a result of the factors described above, income from operations decreased by $2.7 million,
or 25%, to $7.9 million in fiscal 2002 compared to $10.5 million in fiscal 2001. The operating
income margin decreased to 3.2% in fiscal 2002 from 4.1% in fiscal 2001.

Net interest and other expense decreased by $543,000, or 27%, to $1.5 million in fiscal 2002
compared to $2.0 million in fiscal 2001. This decrease is due to decreased levels of borrowing
under our revolving credit facility and lower interest rates.

Income before the provision for income taxes decreased $2.1 million, or 25%, to $6.4 million in
fiscal 2002 compared to $8.5 million in fiscal 2001 as a result of the factors described above. The effec-
tive tax rates in fiscal 2002 and 2001 were 38.9% and 38.0%, respectively. Net income and diluted
earnings per share for fiscal 2002 decreased 26% and 25%, respectively, compared to fiscal 2001.

Our fiscal 2001 financial performance, as measured by revenue and earnings per share growth,
was strong for the first nine months, but weakened during the fourth quarter of fiscal 2001. This
trend continued during the first quarter of fiscal 2002, when revenues declined 4% compared to the
prior year’s first quarter and earnings per share was $0.06. During the second and third quarters
of fiscal 2002, we experienced sequential growth in revenues and earnings per share. Farnings for
the fourth quarter of fiscal 2002 were essentially flat compared to the third quarter. This occurred even
though revenue declined 5% sequentially, because our gross margin percentage increased and
operating expenses decreased in the fourth quarter as compared to the third quarter of fiscal 2002,

Capital markets continued to be tight in fiscal 2002, and therefore, a number of our
customers, particularly those involved in building out new or expanding or improving existing cellu-
lar or broadband systems, were then experiencing difficulty in obtaining consistent and continuing
access to capital to finance their growth, and correspondingly, to finance the purchase of our
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Income Taxes. We recognize deferred tax assets and liabilities based on the differences
between the financial statement carrying amounts and the tax bases of assets and liabilities. We
regularly review our deferred tax assets for recoverability. This review is based on historical taxable
income, projected future taxable income and the expected timing of the reversals of existing tempo-
rary differences. Based on this review, we have not established a valuation allowance. If we are
unable to generate sufficient taxable income, or if there is a material change in the actual effective
tax rates or time period within which the underlying temporary differences become taxable or
deductible, we could be required to establish a valuation allowance against all or a significant
portion of our deferred tax assets, resulting in a substantial increase in our effective tax rate and a
material adverse impact on our operating results.

Summary Disclosures about Contractual Obligations amnd
Commercial Commitments

The following tables reflect a summary of our contractual cash obligations and other com-
mercial commitments as of March 30, 2003:

PAYMIENT DUE BY FISCAL VEAR

2008
AND
THERE-
TOVAL 2004 2008 2006 2007 AFTER

$6,033,600 $ 372,800 $4,647,500 $137,600 $216,300 $659,400

Long-term debt
Revolving credit

facility — o — — — —
Operating leases 1,654,300 540,500 551,400 562,400 — —
Other commitments 225,100 225,100 — — — —

Total contractual
cash obligations $7,913,000 $1,138,400 $5,198,900 $700,000 $216,300 $659,400

Reeent Accounting Pronovncements

in June 2002, the Financial Accounting Standards Board (FASB) issued Statement No. 146,
Accounting for Costs Associated with Exit or Disposal Activities, which addresses the financial
accounting and reporting for certain costs associated with exit or disposal activities. Statement No.
146 requires that these costs be recorded at their fair value when a liability has been incurred.
Under previous guidance, certain exit costs were accrued upon management’s commitment to an
exit plan, which is generally before an actual liability has been incurred. The provisions of Statement
No. 146 are effective for exit or disposal activities that are initiated after December 31, 2002.
Adoption of this standard had no impact on the Consolidated Financial Statements.

In November 2002, the FASB issued Interpretation No. 45, Guarantor’s Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees and Indebtedness of
Others. The Interpretation elaborates on the disclosures to be made by a guarantor in its interim
and annual financial statements about its obligations under certain guarantees that it has issued.
The Interpretation also clarifies that a guarantor is required to recognize, at the inception of a guar-
antee, a liability for the fair value of the obligation undertaken in issuing the guarantee. The initial
recognition and initial measurement provisions of Interpretation No. 45 are applicable on a prospec-
tive basis to guarantees issued or modified after December 31, 2002. The disclosure requirements
in Interpretation No. 45 are effective for financial statements of interim or annual periods ending
after December 15, 2002. Adoption of this standard had no impact on the Consolidated Financial
Statements.

Fornward-Loolking Statements

This Report contains a number of forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995, all of which are based on current mxumoaao:m
These forward-looking statements may generally be identified by the use of the words "may,” "will,
"believes,” “should,” "expects,” “anticipates,” "estimates,” and similar expressions. Our future
results of operations and other forward-looking statements contained in this report involve a
number of risks and uncertainties. For a variety of reasons, actual results may differ materiafly from
those described in any such forward-looking statement. Such factors include, but are not limited to,
the following: our dependence on a relatively small number of suppliers and vendors, which could
hamper our ability to maintain appropriate inventory levels and meet customer demand; the effect
that the loss of certain customers or vendors could have on our net profits; economic conditions
that may impact customers’ ability to fund purchases of our products and services; the possi lity
that unforeseen events could impair our ability to service customers promptly and efficiently, if at
all; the possibility that, for unforeseen reasons, we may be delayed in entering into or performing,
or may fail to enter into or perform, anticipated contracts or may otherwise be delayed in realizing
or fail to realize anticipated revenues or anticipated savings; existing competition from national and
regiona! distributors and the absence of significant barriers to entry which could result in pricing
and other pressures on profitability and market share; and continuing changes in the wireless
communications industry, including risks associated with conflicting technologies, changes in tech-
nologies, inventory obsolescence and evolving Internet business models and the resulting compe-
tition. Consequently, the reader is cautioned to consider all forward-looking statements in light of
the risks to which they are subject.

Item 2. Quanititative ancl Qualitative
Disclosures albout WMarket Risiks

We do not use derivative financial instruments. Management believes that exposure to market
risks, including foreign currency exchange rate risk, interest rate risk and commodity price risk, is
not material at the present time.
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GConsolidated Statemenis of lncome

FISCAL YEARS ENDED

NMARGH 30, 2003

MARCH 31, 2002

APRIL 1, 2001

Revenues $ 273,913,400 $ 248,915,100 $ 258,769,800
Cost of goods sold 202,598,700 180,432,600 188,271,200
Gross profit 71,314,700 68,482,500 70,498,600
Selling, general and administrative expenses 66,264,800 60,596,500 59,953,000
Benefit from insurance proceeds (1,212,500) — —
Income from operations 6,262,400 7,886,000 10,545,600
Interest and other expense, net 1,303,600 1,496,100 2,039,100
Income before provision for income taxes 4,958,800 6,389,900 8,506,500
Provision for income taxes 1,910,200 2,484,000 3,232,500
Net income $ 3,048,600 $ 3,905,900 $ 5,274,000
Basic eamings per share $ 0.68 $ 0.87 $ 1.17
Diluted earnings per share $ 0.67 $ 0.85 $ 1.13
Basic weighted average shares outstanding 4,514,500 4,500,800 4,494,800
Diluted weighted average shares outstanding 4,525,600 4,575,900 4,682,600
The accompanying Notes to these Consolidated Financial Statements are an integral part of these consolidated statements.
Gonsolicated Statements of Changes in Sharcholders® Equity
TOTAL
COMMON STOGCIS ADDITIONAL TREASURY RETAINED SHAREHOLDERS’
SHARES ANMOUNT PAID-IN CAPITAR STOGK BARNINGS BEQUITY
Balance at March 26, 2000 4,464,085 $ 47,700 $ 21,283,600 $ (3,710,600) $ 23,461,500 $ 41,082,200
Net proceeds from issuance of stock 31,192 300 414,000 (82,000) — 332,300
Tax benefit of option exercises — — 50,700 — — 50,700
Net income — — — — 5,274,000 5,274,000
Balance at April 1, 2001 4,495,277 48,000 21,748,300 (3,792,600) 28,735,500 46,739,200
Net proceeds from issuance of stock 13,208 200 162,100 — — 162,300
Net income — — — — 3,905,900 3,905,900
Balance at March 31, 2002 4,508,485 48,200 21,910,400 (3,792,600) 32,641,400 50,807,400
Net proceeds from issuance of stock 12,645 100 129,700 — — 129,800
Net income — — — — 3,048,600 3,048,600
Balance at March 30, 2003 4,521,130 $ 48,300 $ 22,040,100 $ (3,792,600) $ 35,690,000 $ 53,985,800

The accompanying Notes to these Consolidated Financial Statements are an integraf part of these consolidated statements.
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Notes to Consolidated Financial Staterments

Note 1. Organization

TESSCO Technologies Incorporated, a Delaware corporation (the Company), is a leading
provider of integrated product plus supply chain solutions to the professionals that design, build,
run, maintain and use wireless, voice, data, messaging, location tracking and Internet systems. The
Company provides marketing and sales services, knowledge and supply chain management,
product-solution delivery and control systems utilizing extensive Internet and information techno!-
ogy. Over 95% of the Company's sales are made to custorners in the United States. The Company
takes orders in several ways, including phong, fax, online and through electronic data interchange.
The Company conducts business selling various products to different customer groups, these prod-
ucts and customers all fall within the telecommunications industry. The Company’s chief operating
decision maker regularly evaluates financial information in the aggregate, and therefore, the
Company reports operating results as one reportable segment.

Note 2. Summary of Significant Accounting Policies

Principles of Consolidation

The Gonsolidated Financial Statements include the accounts of the Company and its wholly
owned subsidiaries. Significant intercompany accounts and transactions have been eliminated in
consolidation.

Fiscal year

The Company’s fiscal year is the 52 or 53 weeks ending on the Sunday faliing on or between
March 26 and April 1 to allow the financial year to better reflect the Company’s natural weekly
accounting and business cycle. The fiscal years ended March 30, 2003 and March 31, 2002
contained 52 weeks and the fiscal year ended April 1, 2001 contained 53 weeks. The effect of the
extra week in fiscal 2001 does not materially affect the Consolidated Financial Statements of
the Company.

Cash and Cash Equivalentis

Cash and cash equivalents include cash and highly liquid investments with an original matu-
rity of 90 days or less.

Allowance for Doubtful Accounts

The Company uses estimates to determine the amount of the allowance for doubtiul accounts
necessary to reduce accounts receivable and unbilled receivables to their expected net realizable
value. The Company estimates the amount of the required aflowance by reviewing the status of
past-due receivables and analyzing historical bad debt trends. Actual collection experience has not
varied significantly from estimates, due primarily to credit policies, collection experience and the

Company’s stability as it relates to its customer base. Typical payments from commercial customers
are due 30 days from the date of the invoice. The Company charges-off receivables deemed to be
uncollectible to the allowance for doubtful accounts. Accounts receivable balances are not collater-
alized.

Product Inventory

Product inventory is stated at the lower of cost or market. Cost is determined using the first-
in, first-out (FIFQ) method and includes certain charges directly and indirectly incurred in bringing
product inventories to the point of sale.

Property and Equipment

Property and equipment is stated at cost. Depreciation is provided using the straight-line
method over the estimated useful lives of the assets as foliows:

USEFUL LIVES

Information technology equipment and software 1-5 years
Furniture, equipment and tooling 5-10 years -
Building and improvements 10-30 years

Depreciation of property and equipment was $3,919,300, $4,187,400 and $3,320,400 for
fiscal years 2003, 2002 and 2001, respectively (see Note 4).

Goodwill and Other Intangible Assets

The Company accounts for goodwill and ather intangible assets in accordance with Statement
of Financial Accounting Standard (FAS) No. 142, Gooawill and Other Intangible Assets (see Note 5).

Revenue Recognition

The Company records revenue when product is shipped to the customer. Other than
subscriber accessory sales relating to the Company’s private brand, Wireless Solutions®, TESSCO
offers no product warranties in excess of original equipment manufacturers’ warranties. The
Company’s warranty expense is estimated and accrued at the time of sale. Warranty expense was
immaterial for the fiscal years 2003, 2002 and 2001. The Company estimates sales returns and
accrues a sales return reserve based on this estimate.

Shipping and Handling Costs

Shipping and handling costs are included in selling, general and administrative expenses on
the Consolidated Income Statement and totaled $11,782,400 for the fiscal year ended March 30, 2003.
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by the Company, the Company received payment of the partial business interruption claim noted
above, and has settled and received payment on its building and information technology claims. The
Company believes that insurance proceeds less minimal deductibles will be adequate to cover
financial loss.

The Company intends to file additional business interruption insurance claims to recover lost
profits caused by the disaster as well as reaching a final settlement on its third quarter business
interruption claim noted above. Because the timing and amount of proceeds from current and future

annual impairment test on the first day of its fourth quarter. As a result of these impairment tests,
no impairment of goodwill and intangible assets was recognized in fiscal year 2003.

The following table presents the impact of FAS No. 142 on net income and earnings per share
assuming adoption as of March 27, 2000:

FISCAL YEAR ENDED MARGE 31, 2003 NARCK 31, 2002 APRIL 1, 2001

business interruption insurance claims are uncertain, the Company is not able to estimate or accrue Reported :m‘ﬁ Sooaw . $ 3,048,600 $3,905,900 $5,274,000
additional amounts at this time. Add: Goodwill amortization,
net of tax — 163,900 165,900
Note 4. Properiy and Equipment Adjusted net income $ 3,048,600 $ 4,069,800 $5,439,900
All of the Company's property and equipment is located in the United States. Property and Basic earnings per share
equipment is summarized as follows: Reported net income $ 0.68 $ 0.87 $ 1.17
Add: Goodwill amortization,
2003 2602 net of tax — 0.04 0.04
Land $ 4,803,200 $ 4,803,200 Adjusted net income $ 0.68 $ 0.91 $ 1.21
Buitding and improvements 12,568,000 12,589,800 Diluted earnings per share
Information technology equipment and software 13,725,400 16,700,600 Reported net income $ 0.67 $ 0.85 $ 1.13
Equipment, fumiture and tooling 3,533,000 7,888,400 Add: Goodwill amortization,
34,629,600 41,982,000 net of tax — 0.04 0.03
Less accumulated depreciation and amortization (9,752,700} (16,138,900} Adjusted net income $ 0.67 $ 0.89 $ 1.16
Property and equipment, net $ 24,876,900 $ 25,843,100
Note 6. Accrued Expenses angd Other Current Liabilities
Note 5. Goodwill and Other Intangible Assels Accrued expenses and other current liabilities are summarized as follows:
Prior to fiscal year 2003, goodwill was being amortized using the straight-line method over
15 years. Amortization on other intangible assets continues to be amortized using the straight-ling . 2003 2002
method over 15 years. Amortization expense relating to goodwill and other intangible assets was Payroll, benefits and taxes $ 3,718,400 $ 3,796,400
$65,600, $332,100 and mmmm_aoo a.ﬂ fiscal years m.oow. moo.m and 2001, respectively. Intangible Outstanding checks 3,441,700 o
assets net of accumulated amortization, which is included in Other Long-term Assets on the
Consolidated Balance Sheet, totaled $189,000 and $239,900 as of March 30, 2003 and March ! come and sales taxes 479,300 871,700
31, 2002, respectively. Other 938,400 1,325,400
In June 2001, the Financial Accounting Standards Board approved Statement of Financial Accrued expenses and other
Accounting Standard (FAS) No. 142, Goodwill and Other Intangible Assets. FAS No. 142 requires current liabilities $ 8,577,800 $ 5,993,500

companies to cease amortizing goodwill and certain other intangible assets. FAS No. 142 also
establishes a new method of testing goodwill and intangible assets for impairment on an annual
basis or on an interim basis if an event occurs or circumstances change that would reduce the fair
value of a reporting unit below its carrying value. The adoption of FAS No. 142 resulted in discon-
tinuation of amortization of goodwill commencing April 1, 2002; however, the Company has tested
goodwill and intangible assets for impairment under the new standard during fiscal 2003. The
Company performed its transitional impairment test as of April 1, 2002. The Company performs its

Note 7. Borrowings Under Revolving Gredit Facitity

At March 30, 2003 and March 31, 2002, the Company had a balance outstanding on a
revolving credit facility to a bank of $0 and $5,408,000, respectively. The revolving credit facility
expires in September 2003 and has a maximum borrowing limit of $30,000,000.
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Note 10. Income Taxes

A reconciliation of the difference between the provision for income taxes computed at statu-
tory rates and the provision for income taxes provided on the Consolidated Statements of Income
is as follows:

2003 2002 2001
Statutory federal rate 34.0% 34.0% 34.0%
State taxes, net of federal benefit 25 2.8 2.7
Nondeductible expenses 3.2 2.1 1.2
Other (1.2 — 0.1
Effective rate 38.5% 38.9% 38.0%
The provision for income taxes was comprised of the following:
2003 2002 2001
Federal: Current $ 1,281,100 $ 2,498,600 $1.864,100
Deferred 471,400 (263,800) 1,017,400
State: Current 95,600 280,200 231,600
Deferred 62,100 (31,000) 119,400
Provision for income taxes $ 1,910,200 $ 2,484,000 $ 3,232,500

Total deferred tax assets and deferred tax liabilities as of March 30, 2003 and March 31,
2002, and the sources of the differences between financial accounting and tax bases of the
Company’s assets and liabilities which give rise to the deferred tax assets and liabilities are

as follows:
2003 2002
Deferred tax assets:
Accrued expenses and reserves $ 2,219,500 $ 2,231,000
Other assets 39,100 —
$ 2,258,600 $ 2,231,000
Deferred tax lial
Depreciation $ 2,552,200 $ 2,611,400
Other assets 688,400 68,100
$ 3,240,600 $ 2,679,500

Note 11. Profit-Sharing Plan

The Company has a 401(k) profit-sharing plan that covers all eligible employees.
Contributions to the plan can be made by employees, as well as by the Company at the discretion
of the Company. Profit-sharing plan expense was $155,000, $120,200 and $75,300 during fiscal
years 2003, 2002 and 2001, respectively. As of March 30, 2003, plan assets included 33,976
shares of Common Stock of the Company.

The Company maintains a nonqualified deferred compensation plan that covers directors and
certain management personnel as determined by the Board of Directors. Contributions to the plan
can be made by these individuals, as well as by the Company at the discretion of the Company’s
Board of Directors; however, the Company has made no contributions to the plan as of March 30,
2003. Alf plan assets are held in an irrevocable Rabbi trust. These assets and the related liabilities
are included in other long-term assets and other long-term liabilities on the Company's
Consolidated Balance Sheets.

The Company maintains a Supplemental Executive Retirement Plan for Robert B. Barnhill, Jr.,
chairman, president and CEO of the Company. This plan is funded through a life insurance policy
for which the Company is the sole beneficiary. The cash surrender value of the life insurance policy
and the net present value of the benefit obligation are included in other long-term assets and other
fong-term liabifities on the Company'’s Consolidated Balance Sheets.

Note 12. Earnings Per Share

The dilutive effect of all options outstanding has been determined by using the treasury stock
method. The weighted average shares outstanding is calculated as follows:

2003 2002 2001

Basic weighted average shares outstanding 4,514,500 4,500,800 4,494,800
Effect of dilutive common equivalent shares 11,100 75,100 187,800

Diluted weighted average shares outstanding 4,525,600 4,575,900 4,682,600

Options to purchase 1,245,545 shares of common stock at a weighted average exercise price
of $18.72 per share were outstanding as of March 30, 2003, but the common equivalent shares
were not included in the computation of diluted earnings per share because the options’ exercise
prices were greater than the average market price of the common shares and, therefore, the effect
would be antidilutive.

Note 13. Stock-Based Compensation

The Company has two stock incentive plans, the 1984 Employee Incentive Stock Option Pian
(the 1984 Plan) and the 1994 Stock and Incentive Plan (the 1994 Plan). The 1984 Plan and the
1994 Plan allow for the grant of awards in respect of an aggregate of 401,250 and 1,172,500
shares of the Company’s Common Stock, respectively. As of March 30, 2003, no shares were avail-
able for issue in respect of additional awards under the 1984 Plan and 35,675 shares were



5]

00205 $ — — 4 suondo ¥20}S JO 851249%a LL0JJ }1Jauaq Xe).
00028 $ — 3 — 3 005 10§ aBUBYIX3 Ul SUOIdO JO aSI018XT
L00Z 2008 ce0Z

:SMOJI04 SB | 00Z PUB 2002 ‘€002 Sieah feasy Buunp suonoesuel) ysesuou pey Auedwo) ay)
‘Alanoadsas ‘002 0GY'€$ PUB 00Z'09€" L$ ‘00 '¥86'C$ PaleIol LOOZ PUe 2002

‘e00Z Sieak [RISI) JO) ‘Spunjal Jo 18U ‘Saxe] awoaul o} pied ysen “AjBAoadsas ‘00z 'GE0' LS pue

002'€56$ ‘002'0v¥$ Palelol LODZ PUE ¢00Z ‘€002 S1eak [eas) Buunp ysaialul Joj pred yse)

UCHEUMOM] MOl USE?) [Buua|ddng gL aeN

006°907'L $ ooz'ole'l §
00/°262't 00Z'CLL’) uofjesod109 Juswidofeasq 2ioU09]
puejAueiy ay) 0) ajqeded 810N
00z'el  $ 000'2¢L  $ puelfiepy “Guno) alownjeg o} sjgeied a]oN
00T £008

“SMOJ[O} SB SI Z00Z ‘L€ U1 puB €002 ‘0E YoIe Jo Se “ueq e 0} ajqefed ajou ayy Buipnjoxa
‘suuatufed ediound ainny pue sajel 181alul ULND BuISN palendfes 1gap uua)-Buoj Jo anfea Jie4

2002 ‘L€ Y2IRW pue £002 ‘0E U2JeIN JO Se anjeA 1le) Jiau} ajewixoldde ‘sajel ajqerea

1 1S81aU 1eaq yaym Yueq e o] ajqeAed sjou sy pue Aljiae) 1paId Buinoass sy Japun sbumoliog

pue sasuadxa pansaoe pue ajgefed sjunodde apel) ‘A10juaaul 1onpotd ‘19ISeSIP WO B|geAIadal
80URINSUI *B]JRAIRJA] SJUNOJJR apel) ‘SludjeANba ysed pue yses Jo sjunowe Buikiied ay)

SIUBLIRASY] [RI0URYL] 10 MR JIBd "L 310N

‘Ajoayoadsas ‘81°01L$ PUB Z1°01$ SBM 2002 PUE £00Z |BOSH Ut PIOS SaIeys
ay) Jo anjea 1oyJew abelane pajybiom ay] "ueld Siyy Japun saako(dwa o} plos atam ‘Ajaanoadsal
‘SaIBYS G81'g PUB 960'C ‘2002 PUB £00¢ oSy Buking "uonesiuiwpe sit Joj st ueld siyl 0} Bul
-Jefa. asuadxa Ajuo s Auedwos ayt ‘pouad Luow-xIs Swes Jeu) Jo Aep 1se) ay) to adud JexJew aul
pue pousd Luow-xis € J0 Aep 15111 8UL U0 80Ld 18XIBW Y] JO JAMO] BU) JO %G8 1B %I0)S LOoWUI0D
s, Auedwiony auy Jo sareys 000'00Z 40 siefaibbe ue o dn aseyoind oy saakojdiis ajqibiye suwusd
ueid SIy "ueld BSBUDING ¥I01S Jaquiaiy wea| ay) paldope Auedwod 8y ‘000¢ [edsy buung

3-0L 1odey fenuuy

2261$ 002022 8e'8L$ gt 000'cLe't 0696000 $
6v'¢E 0056 v0'¢e 1€ 00S'10L 06'96-10'G¢
1602 oov'eey 86°0¢ ¥e 002'9/9 00°62-10'GL
LLeLs 008252 202L$ PR 0086V 00'GL-000 $
0l SBIBUS g ajn SBIBYS 0114 351197
3914013 ajgestaexy asi1ex3 [emequ0?) fupueising 10 afiuey
abeiany abessny Buiurewsay
pajybiam payiam aliesany
3qesniag pawBiom
Buipurlsing

“SMOJ|0} SB I €002 ‘0E Y2JBA JO SB 9jGesiossxa pue Bulpueisino suondo %30 IN0ge UONBWIO|

00£'65Y 002'509 002'022 1eak Jo pus je
3|qesioiax3
6L°0Z$ 000'Z/L'L ¢6'8L$  008'992°L 8E'8l$ 000'€/2'L Jeak Jo pua
‘Buipue)sing
vogl  (00£'29)  e6€le  ©02cgol) Lt (00g'e9) pajjaoue)
ZeL pog'sd)  — — — — pasioiexy
0S¢ 008'9/¢ ¥k 000°¢61 80'LL 00004 pajueIy
vO'61$  002'066 64028 000°ZZL°L 26'8L1$ 00£'992't  feak jo Buisuibaq
‘BuipueiSing
30lid S3IRYS 34 SaIeys oy Saseys
as101ax3 351083 8510499
abesary abesny shesany
pajybiam palbiop pajybiom
BC0% ©00% 008

“SMOJj0} SB pazuewwng ase suondo Buaoaus suonoesues)
"$1030941Q JO PJROg 38U} JO 88NIWWI0Y) Lonesuaduio) 8y Jo SI0J081I] JO pIeod au} O UONBIOSD 3y} e
pajueIb UsaQ aABY %001S UoWWIOY S, Auedwog syl Jo Saleys 888°E6¢ 0 alebaibbe ue aseyand o
suondo uejduou ‘urld YEEL 8UI PUR UBl] ¥86| By} Japun Buipuelsino suondo 0} uonIppe uj
"UBld P66 L BU) Japun spieme se pajuelf uadq aaey suoido A|uo ‘alep of “spJeme aouewopad
J3U10 pue SHUN %001S Pal3HIsal pue 3o0)s pajouisal ‘Sybu uotjeroaidde %00is ‘suondo ¥30)S pay
-1lenbuou ‘suondo ¥30jS aAUSoUI jo JuRIB aU) 10) SMOJE ‘pO0Z Ul Salidxa pue Sieak | Jo uls) e
SBY UJIUM ‘UBld Y661 B “UBd #6611 84) Japun SpIeme [euclIpPE JO 1080581 Ut anss| 1o} d|qe|ieae




26

Annual Report 10-K

Note 16. Concentration of Rislc

The Company is dependent on third-party equipment manufacturers, distributors and dealers
for all of its supply of wireless communications equipment. For fiscal years 2003, 2002 and 2001
sales of products purchased from the Company's top ten vendors accounted for 42%, 42% and
31% of total revenues, respectively, with sales of products purchased from the Company's largest
vendor generating approximately 12%, 13% and 6% of total revenues, respectively. The Company
is dependent on the ability of its vendors to provide products on a timely basis and on favorable
pricing terms. Although the Company believes that alternative sources of supply are available for
many of the product types it carries, the loss of certain principal suppliers or the loss of one or more
of certain ongoing affinity relationships could have a material adverse effect on the Company.

The Company's future results could also be negatively impacted by the loss of certain
customers, or the loss of one or more of certain engoing affinity refationships. For fiscal years 2003,
2002 and 2001, sales of products to the Company's top ten customer relationships accounted for
31%, 22% and 25% of total revenues, respectively, with sales to the Company's largest customer
relationship generating approximately 20%, 4% and 6% of total revenues, respectively.

Note 17. Subseguent Events

On April 28, 2003, the Company announced that its Board of Directors unanimously approved
a share buyback program, authorizing the purchase of up to 450,000 shares, approximately 10%
of its outstanding common stock. Shares may be purchased from time to time in the open market,
by block purchase, or through negotiated transactions, or possibly other transactions managed by
broker-dealers. No time limit has been set for completion of the program. Purchases under the
share buyback program will be funded from working capital and/or the Company's credit facility.

On April 28, 2003, the Company’s Board of Directors also authorized the Company to proceed
with a stock option repurchase program for options having an exercise price of $18 or higher
regardless of expiration date, and for options having an exercise price per share of $11 or higher
and an expiration date within four years. The program covers outstanding options to purchase up
to 783,120 shares of common stock from all holders, with the exception of independent directors.
Depending upon participation, this program may result in variable accounting treatment going
forward for a limited number of outstanding options. Assuming full participation in the program, the
Company will recognize a pre-tax compensation expense of approximately $550,000. Purchases
under the option repurchase program wifl be funded from working capital and/or the Company’s
credit facility.

Wanagement’s Responsibiliy for Financial Statements

The consolidated statements of TESSCO Technologies Incorporated have been prepared by
the Company in accordance with accounting principles generally accepted in the United States. The
financial information presented is the responsibility of management, and accordingly, includes
amounts upon which judgment has been applied, or estimates made, based on the best informa-
tion available.

The financial statements as of and for the year ended March 30, 2003 have been audited by
Ernst & Young LLP, independent public accountants. The financial statements as of and for the years
ended March 31, 2002 and April 1, 2001 have been audited by Arthur Andersen, LLP, independent
public accountants.

The consolidated financial statements, in the opinion of management, present fairly the finan-

cial position, results of operations and cash flows of the Company as of the stated dates and periods
in conformity with accounting principles generally accepted in the United States. The Company
believes that its accounting systems and related internal controls used to record and report finan-
cial information provide reasonable assurance that financial records are reliable and that transac-

tions are recorded in accordance with established policies and procedures.

Qe 2 R N

Robert B. Barnhill, Jr.
Chairman, President and Chief Executive Officer

Robert C. Singer
Senior Vice President and Chief Financial Officer
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e ©. Chang®s n ancl Disagreementts wilti
Accountalnts en LACCOUntinG amel
Financial Disclosuire.

Not applicable

Part 00

Iem 10. Directors anel Execuliive Offficers off
the Registrant.

The information required by this ltem 10 regarding the Company’s directors is incorporated
by reference to the information set forth under the caption “Election of Directors,” and the informa-
tion required by this ltem 10 regarding Section 16(a) Beneficial Ownership Reporting Compliance
is incorporated by reference to the information set forth under the caption “Section 16(b) Beneficial
Ownership Reporting Compliance,” in the Company’s Proxy Statement for the 2003 Annual Meeting
of Stockhalders, which is anticipated to be filed pursuant to Regulation 14A no later than one
hundred twenty (120) days following the end of the fiscal year reported upon.

enn 1. Erecutive Cotnpehnsaticem.

The information required by this item is incorporated by reference to the information set forth
under the caption “Executive Compensation and Other Information” in the Company’s Proxy
Statement which is anticipated to be filed pursuant to Regulation 14A no later than one hundred
twenty (120) days foliowing the end of the fiscal year reported upon.

Kem 12. Securiy Owinershio of Certalmn
Benalicial Owners amnel Manag@ment.

The information required by this item is incorporated by reference to the information set forth
under the caption “Security Ownership of Management and Principal Shareholders” in the
Company’s Proxy Statement which is anticipated to be filed pursuant to Regutation 14A no later
than one hundred twenty (120) days following the end of the fiscal year reported upon.

Kem 18.. Certalin Relationahips ancd Related
TransaclionsS.

The information required by this item is incorporated by reference to the information set forth
under the caption “Certain Relationships and Related Transactions” in the Company’s Proxy
Statement which is anticipated to be filed pursuant to Regulation 14A no later than one hundred
twenty (120) days following the end of the fiscal year reported upon.

Kam 14. Conlirols ancl Prececluir@s.

We maintain a system of disclosure controls and procedures that is designed to provide
reasonable assurance that information, which is required to be disclosed, is accumulated and
communicated to management timely. Our chief executive officer and chief financial officer have
reviewed this system of disclosure controls and procedures within 90 days of the filing date of this
annual report, and beligve that the system is operating effectively to ensure appropriate disclosure.
There have been no significant changes in our internal controls or other factors that could signifi-
cantly affect internal controls subsequent to the date of management’s review.

Part

em 15. Exhibits, Financial Statememnt
Schedules, and Reports ohn Formm &=[a

{a) The following documents are filed as part of this report:
1. The following consolidated financial statements are included in Item 8 of this report:
Consolidated Balance Sheets as of March 30, 2003 and March 31, 2002
Consolidated Statements of Income for the fiscal years ended March 30, 2003, March 31, 2002 and
Aprit 1, 2001
Consolidated Statements of Changes in Shareholders' Equity for the fiscal years ended March 30,
2003, March 31, 2002 and April 1, 2001
Consolidated Statements of Cash Flows for the fiscal years ended March 30, 2003, March 31, 2002
and April 1, 2001
Notes to Consolidated Financial Statements
Report of Independent Public Accountants
2. The following financial statement schedules are included herewith:
Schedule Description
Schedule I Valuation and Qualifying Accounts
Schedules not listed above have been omitted because the information required to be set forth
therein is not applicable.
3. Exhibits
2.1.1  Cartwright Communications Acquisition Agreement (incorporated by reference to Exhibit 2 to
Current Report on Form 8-K dated June 3, 1996).
Amended and Restated Certificate of Incorporation of the Registrant (incorporated by refer-
ence to Exhibit 3.1.1 to the Company’s Registration Statement on Form S-1 (No. 33-
81834)).
Certificate of Retirement of the Registrant (incorporated by reference to Exhibit 3.1.2 to the
Company's Registration Statement on Form S-1 (No. 33-81834)).
First Certificate of Amendment to Certificate of Incorporation of the Registrant {incorporated
hy reference to Exhibit 3.1.3 to the Company’s Registration Statement on Form S-1 (No. 33-
81834)).
Certificate of Amendment to Certificate of Incorporation of the Registrant filed September 6,
1996 (incorporated by reference to Exhibit 3.1.4 to the Company's Annual Report on Form
10-K for the fiscal year ended March 28, 1997).
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Annual Report 10-K

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

TESSCO TECHNOLOGIES INCORPORATED

e RV §

Robert B. Barnhill, Jr., President
June 19, 2003

POWER OF ATTORRNIEY

"KNOW ALL MEN BY THESE PRESENTS, that we, the undersigned officers and directors of TESSCO Technologies Incorporated, hereby severally constitute Robert B. Barnhill, Jr. and Robert C. Singer, and
each of them singly, our true and lawful attorneys with full power to them, and each of them singly, to sign for us and in our names in the capacities indicated below, the Form 10-K filed herewith and any
and all amendments to said Form 10-K, and generally to do ail such things in our names and in our capacities as officers and directors to enable TESSCO Technologies Incorporated to comply with the
provisions of the Securities Exchange Act of 1934, and all requirements of the Securities and Exchange Commission, hereby ratifying and confirming our signatures as they may be signed by our said attor-
neys, or any of them, to said Form 10-K and any and all amendments thereto.

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

ﬂfﬁq 2 Rt Lf o €. A padn = - T

Robert B. Barnhill, Jr. Jerome C. Eppler John D. Beletic
Chairman of the Board, President and Director Director
Chief Executive Officer (principal June 19, 2003 June 19, 2003

executive officer)
June 19, 2003

Y

Benn R. Konsynski Dennis J. Shaughnessy
Director Director

Robert C. Singer June 19, 2003 June 19, 2003

Senior Vice President Chief Financial Officer

(principal financial and accounting officer)

June 19, 2003 ?%%

Morton F. Zifferer, Jr.
Director
June 19, 2003
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TESSCO Leadership

Robert B. Barnhill, Jr.
Chairman, President and Chief Executive Officer

Robert C. Singer
Senior Vice President
Chief Financial Officer

Christina M. Corner

Senior Vice President

Solutions Development and Marketing,

Mobile Devices and Accessories Line of Business

Gerald T. Garland

Senior Vice President

Solutions Development and Marketing,
Network Infrastructure Line of Business

Richard A. Guipe
Senior Vice President
Sales and Market Development

Douglas A. Rein
Senior Vice President
Fulfilment and Operations

Mary Lynn Schwartz
Senior Vice President
Chief Administrative Officer and Corporate Secretary

Randolph S. Wilgis
Senior Vice President

Solutions Development and Marketing,
Installation, Test and Maintenance Line of Business

Thomas F. Foster
Vice President

James R. Gaarder
Vice President

Harold S. Kuff
Vice President

W. E. Scott Jasion
Vice President

Steven E. Lehukey
Vice President

Robert B. McArthur
Vice President

Therese O’Brien
Vice President

Nicholas J. Salatino
Vice President

Jeffrey L. Shockey
Vice President

Saeed Tofighi
Vice President

Thomas O. Williams
Vice President

David M. Young
Vice President

... and all the TESSCO Team Members.

TESSCO Technologies Incorporated

Corporate Headquarters
11126 McCormick Road
Hunt Valley, Maryland USA
21031-1494

USA, CANADA, MEXICO 800-TESSCO-1
Worldwide +1 410 229 1200

www.tessco.com

TESSCO Facilities

GLOBAL LOGISTICS CENTER

Corporate Headquarters, distribution center for the eastern United States and Europe
Hunt Valley, Maryland

GLC@tessco.com

AMERICAS LOGISTICS CENTER
Central distribution center for the western United States, the Americas and Asia

Reno, Nevada

ALC@tessco.com




