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Financial

ients

Scientific-Atlanta, Inc. and Subsidiaries

{Dollars in Thousands, Except Per Share Data) 2004 2003 2002
Sales $ 1,708,004 $ 1,450,353 1,671,117
Net Earnings $ 218,001% $ 100,345 104,384
Earnings Per Share“’ $ 1.419 $ 0.659 0.66%
Stockholders’ Equity $ 1,803,357 $ 1,481,241 1,436,791
Stockholders' Equity Per Share $ 11.76 $ 9.91 $ 917

(1) Per share amounts are diluted earnings per share.

(2) Includes after-tax net gains of $7.2 milfion from the sale of certain marketable securities and investments in privately-held companies and a $16.0 million reduction in the current
tax provision from a settiement with the Internal Revenue Service (IRS) related to amended income tax returns filed for fiscal years prior to 2003. Also inctudes after-tax charges
of $4.0 million related to a purchase price adjustment on the sale of a satellite networks business 1o ViaSat, Inc.; $1.5 million related to mark-to-market adjustments of various
marketable securities and investments in privately-held companies; and $0.9 million related to various restructurings. These items totaled to a net after-tax increase
to earnings of $16.8 miillion, or $0.11 per share.

(3) Includes after-tax charges of $13.1 million related to mark-to-market adjustments of various equity investments, $11.5 million related to various restructurings, and $4.3 million
from the termination of a contract with a cable operator in Germany; and a net after-tax gain of $3.0 million from the sale of various marketable securities. These items totaled
1o a net after-tax charge of $25.9 million, or $0.17 per share.

(4) Includes after-tax bad debt expense of $55.2 million related to the write-off of accounts receivable from Adelphia Communications Corporation (Adelphia); after-tax charges
of $18.6 million and $1.4 million related to restructurings and the mark-to-market adjustments of various investments, respectively; and an after-tax gain of $4.5 million from
insurance proceeds. These items totaled to a net after-tax charge of $70.7 million, or $0.45 per share.

Note: Scientific-Atlanta’s fiscal year ends on the Friday closest to June 30 of each year.
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About the Cover

The cover of this vear’s annual report illustrates one of our

newest innovations, the Multi-Room™ digital video recorder
(DVR). This allows a network operator to connect 4 main
DVR set-top to as many as three other set-tops in the home,
using existing home wiring. So, consumers can access and
control DVR content from other rooms in the home.

And that's just the beginning,




To Our

Sharehalders

In last year's report to shareholders, I wrote to you about the power of our innovation. I am pleased to report to you
that our innovative products and the exceptional efforts of our employees, coupled with more robust markets, created
opportunities for us in fiscal year 2004. We were able to transform those opportunities into strong financial results.

My objective in this letter is to share our progress with you and give you 2 sense of the opportunities that we see for
the coming year and bevond.

Fiscal Year 2004 in Review

Fiscal year 2004 brought renewed growth to our businesses. Compared to last fiscal year, our bookings increased
27 percent to $1.810 billion. Sales of our products and services increased by 18 percent to $1.708 billion.
The book-to-bill ratio for fiscal vear 2004 was 1.06.

Sales of our subscriber products were strong, increasing 26 percent to $1.227 billion. Digital set-top shipments
reached 3.9 million units, compared to 3.2 million in fiscal year 2003.

Consumer demand for our Explorer® 8000™ digital video recorder (DVR) product was strong, and the product was
deployed by most of our MSO (multiple system operator) customers. We shipped 1.1 million DVR units this vear,
compared to 386 thousand in fiscal year 2003.

In the middle of fiscal year 2004, we introduced a second generation DVR that supports high-definition television
(HDTV). Near the end of the fiscal year, we announced a third generation product, the Explorer 8300™ Multi-Room
DVR set-top. It incorporates our innovative Multi-Room technology, which allows content stored on its disk drive
to be accessed by as many as three additional televisions with non-DVR Explorer set-tops in the home. It also can
contain a DOCSIS cable modem. We think that consumers and network operators alike will be enthusiastic about
these capabilities.




Interest in our high-definition and Multi-Room products, as well as the success of our two-tuner DVR products,
created opportunities to introduce our set-tops into cable systems that had not been using our technology. We call
this an “overlay” because it allows our products to co-exist with the previously installed non-Scientific-Atlanta network
technology. At the time of this writing, Time Warner Cable has launched services using Scientific-Atlanta set-top products
in Houston and a number of smaller systems. These Time Warner systems increase our addressable market in the
United States by less than five percent.

High-definition television set-top product sales grew rapidly, as more programming became available and prices of
HDTVs declined. In fiscal year 2004, we sold 586 thousand high-definition set-tops, including 148 thousand high-
definition digital video recorders. Sales of high-definition set-tops increased approximately 200 percent from last

fiscal year.

Cable modem sales grew rapidly, with voice modems entering the mix near the end of the fiscal year. We shipped
1.3 million cable modems in fiscal year 2004, an increase of 74 percent from the preceding year.

International demand for subscriber products began to grow, with orders from the United Kingdom and japan.
In fiscal year 2004, we announced a high-definition set-top with integrated DOCSIS cable modem for our customers
in Japaniand the new Explorer 4200DVB™ set-top for the U.K. market.

Sales of our transmission products were flat in fiscal vear 2004, after two years of weakness. Comcast continued its
rebuild of the former AT&T Broadband properties, a process that is likely to reach substantial completion in our next
fiscal year. Adelphia Communications increased its capital expenditures for network infrastructure. As the largest
provider of transmission network infrastructure products, we benefited from their return to the market in our fiscal
year 2004.

Deployment of network-based on-demand services drove sales of QAM (quadrature amplitude modulation) modulator
products. We have a broad set of products in this area that can meet network operators’ requirements to deliver these,
whether-a system uses Scientific-Atlanta set-tops or not. Sales of these products were strong in fiscal year 2004.

We continued to invest in transmission products and technologies to support our growth initiatives in high-definition
television, network-based on-demand services, commercial services, and international opportunities. In 2004,
we introduced significant new products for bandwidth expansion and commercial services.

For the access network, we announced next-generation GainMaker® RF amplifiers and nodes as well as new Prisma II™
optical transmission products that deliver what we believe is the most efficient bandwidth per dollar in the industry.
These technologies can enable cable operators to better manage their bandwidth for expanding high-definition
television programming and facilitate the movement toward an “all digital” network.

To help our customers deliver network-based on-demand services, we announced a major advancement in our
successful Prisma IP™ transport platform — the industry’s first optical link that is funable in both the transmitter
and the receiver. Tunable optics can help operators scale their on-demand services as consumer demand grows,
thereby reducing capital and operational expenses while capturing new revenue opportunities.

We continue to believe in the market opportunity for commercial services. In fiscal year 2004, we completed field
qualification of our BroadLAN™ products with a major MSO and are in field qualification with several others. Near
the end of the fiscal vear, we introduced the latest addition to the Prisma IP portfolio, the E-100 series of low-cost
enterprise access devices. The E-100 products enable operators to provide small- and medium-sized enterprises
with a wide range of cost-effective voice, data and video services.




Disciplined Operational Management Produced Results

We managed our costs carefully again this year, achieving a gross margin of 37.2 percent of sales, up 2.5 percentage
points from fiscal year 2003. Consistent with careful fiscal management, our operating expenses grew more slowly
than our sales during fiscal year 2004. Our fiscal year 2005 financial performance will depend in part on our ability
to continue to reduce the cost of our Explorer set-tops.

Earnings in fiscal year 2004 were $218 million, or $1.41 per share, an increase of 117 percent over last year,
when earnings were $100 million, or $0.65 per share.

Fiscal year 2004 earnings included a net gain on the sales and mark-to-market adjustments of various equity investments
and an income tax settlement relating to certain fiscal years prior to 2003. These gains were partially offset by a settlement
with ViaSat, Inc. related to the sale of our satellite networks business in April 2000. Together these items contributed
$17.0 million to net income in fiscal year 2004, or $0.11 per share.

Earnings in fiscal year 2003 included after-tax charges related to various restructurings, the mark-to-market adjustments
of various equity investments, and the termination of a contract with German cable operator ish, and totaled $26 million,
or $0.17 per share.

Scientific-Atlanta’s balance sheet and cash flow statements also reflect our operational discipline. We ended the vear
with $1.298 billion of cash and short-term investments, an increase of $349 million in the year. Inventory turns ended
the year at a record high. We generated $323 million in cash from operating activities. In the past three years, we have
generated more than $1 billion in cash from operations.

Our Markets: Status and Opportunity
The largest market we serve is that of multi-channel video services in the United States. It is worth spending a little time
discussing this market and the opportunities it represents.

The multi-channe] video market in the United States comprises approximately 108 million homes, which contain some

283 million televisions. Approximately 70 million, or approximately 25 percent, of these televisions receive a digital

service either through a satellite receiver or a digital cable set-top. As depicted in the pie chart below, approximately
213 million televisions in the United States do not receive digital services; they receive only analog signals over cable
or through an off-air antenna.

Our opportunity in this market is two-fold: Scientific-Atlanta enables more advanced services for the digital subscribers
and we can facilitate the migration of analog services to digital services. We also can apply our expertise in systems
integration and other professional services to help our customers meet the unique challenges of the markets they serve.
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The adoption of advanced services in the United States, - ]
including HDTV and DVR, is in its early stages. T e T

Estimates based on information found in Price Waterhouse Coopers, Global Entertainment & Media Outiook: 2004-2008, June 2004; Forrester Research, Digital Video
Recorders Take Flight, April 2004; Forrester Research, Unlocking Profits from Digital Television, March 2003; Kagan World Media, Broadband Technology, February 13,
2003; Kagan World Media, Digital Television Newsletter, April 29, 2004; DirecTV, Deutche Bank 12th Annual Media Conference report, June 8, 2004, Motorola, Inc, Q1

2004 earnings release, April 20, 2004; and Scientific-Atlanta actual shipping statistics. Estimates assume that set-tops shipped have been deployed.




DigitaliServices

Digital cable television subscribers tend to be households that have taken premium services (like movies, sports and
specialty channels) for years. Many of these homes adopted advanced analog technologies in the mid-1990s to get an
electronic program guide. Then, when digital cable became available, they switched to the new service. As of this
writing, the cable industry has deployed approximately 32 million digital set-tops in 23 million homes.

We now are in the early stages of two transitions for this set of subscribers: high-definition television (HDTV) and
digital video recording (DVR). We believe that, over time, today’s digital television customers will migrate to these
technologies. As the bars next to the pie chart on the preceding page show, these services are currently in their early
stages of growth.

According to our estimates, at the end of fiscal year 2004, fewer than two million digital video recorders were deployed
by cable operators. This represents less than ten percent of digital cable subscribers, and only a small percentage of all
cable customers. More than two million high-definition set-tops had been shipped, again representing less than ten
percent of digital cable customers. And a small but rapidly iricreasing number of high-definition digital video recorders
had been deploved.

We believe that the emerging trends in HDTV and DVRs present us with opportunities to extend these services among
the growing base of digital cable subscribers. In surveys of consumers using our Explorer 8000 products, we learned
that consumers are very interested in more storage and having DVR capabilities on every television in the house.

As muchas we would like to sell two or three Explorer 8000 set-tops per home, we realized some time ago that a
more economical solution would be needed. Our Explorer 8300 Multi-Room product is an economical, practical,
solution to home networking. To address consumers’ desire for more storage, we expect to introduce a DVR set-top

with an internal DVD recorder in fiscal vear 2005. The incorporation of 2 DVD recorder opens the door to
C ortability and content management.
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Analog Services

Analog services generally lack the interactive capabilities of digital services, and often their picture quality is perceived to
be inferior to digital picture quality. However, nearly all cable subscribers — including digital subscribers — receive some
analog cable services.

Digital subscribers typically receive analog services because many of the most popular channels are still transmitted
only in analog format; for these channels, digital set-tops also function as analog set-tops. In addition, the typical cable
subscriber has a digital set-top on only half of the televisions in the home; the remaining sets receive analog services only.

As a result, our customers are now faced with the challenge of managing their entire base of subscribers — both digital
and analog — in the face of competitors with all-digital services. The solution may consist of a combination of several
approaches, including deeper digital penetration and digital simulcasting,

Digital simulcasting addresses the issues facing digital subscribers who watch the analog channels. In this scenario,
the network operator simultaneously broadcasts (or “simulcasts”) the analog channels in both digital and analog
formats. As a result, televisions with digital set-tops could provide an all-digital experience.

*
o
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Chairman of the Board, President and Chief Executive Officer
Jim McDonald



However, digital simulcasting requires more bandwidth. This demand for bandwidth could come at the same time as
rapid expansion of high-definition television programming, high-speed data services and telephone services. As a result,
there is a scenario in which demand for our infrastructure products could be stimulated. We believe we have products
that could help our customers to economically enhance the bandwidth in their networks.

For some inetwork operators, a solution to the challenge of analog services is likely to include increased penetration
of digital services. The installation of digital set-tops, even relatively inexpensive ones, on all the analog televisions
in consumers’ homes in the United States is unlikely to be economically or logistically feasible. However, a somewhat
more selective deployment may be part of an eventual solution. We believe we have the technology and capabilities

to help our customers achieve their goals.

Beyond the U.S. Cable Market

Beyond video entertainment services offered by cable operators in the United States, we are focused on opportunities
we see inlthree areas: international video entertainment services; voice services that provide a potential market for
voice modems worldwide; and emerging plans by telephone companies to offer video services.

We see positive trends in the markets we serve. If these trends continue, we believe that they can provide significant
opportunity for Scientific-Atlanta.

Summary

Our ability to innovate in the face of rapidly changing technologies, standards and markets has created opportunities
for Scientific-Atlanta. In 2004 we converted these opportunities into results. In the coming year, we look forward to
further extending our technology and served markets in the continued pursuit of opportunities that generate positive
results for network operators, consumers and our shareholders.

}m e Donalel

Jim McDonald
Chairman of the Board,
President/and Chief Executive Officer




Innovation for

TeSULS,

Many companies talk about innovation. But at Scientific-Atlanta, we know that innovation has meaning only when it

creates opportunities that translate into results.

We continually explore the possibilities for broadband services that we believe consumers will want and be willing to
pay our customers (network operators) to receive. We create products to support strong business models in which
our customers can meet consumer demand. And we execute on our own busiress strategies with the operational

discipline necessary to make our business financially successful.

Our most visible innovations are directed at the products that consumers use in their homes. However, we also create
sophisticated network components and software that carry content from its origin to the consumer, secure it, and tie

the entire system together. On the following pages, you will see many of our innovations — in consumer homes and

behind the scenes in the network — that deliver results. For consumers. For our customers. And for shareholders.




High time for

highsdefinition.

In the past, high-definition television (HDTV) was a huxury for the few who could afford the expensively priced televisions
and put up with meager amounts of HD programming, Those days are history. Today, many televisions that can display
HDTV are available, with some priced below $1000. According to the National Cable and Telecommunications
Association (NCTA), high-definition programming now is offered by cable operators in almost all of the 100 largest
cities in the United States.' The number of channels available is increasing rapidly too, with more than 10 channels
devoted solely to HD programming in many markets. And that's just the beginning of what we see as a high-definition

revolution.

According to the Consumer Electronics Association (CEA), manufacturers have sold more than 11 million digital
televisions, most of which are capable of displaying high-definition programming.’ Those sets are in fewer than
10 percent of homes and represent only a tiny fraction of the 280 million televisions in the United States. CEA forecasts

project that digital television sales will more than quadruple by 20073 Clearly, there is opportunity for growth.

Why all the fuss over HD? It’s all about the picture quality. A golf ball soaring down the fairway or an a
action-packed scene in a movie might look like a blur on regular TV. But not in HD. In many ways, it's as dramatic
a difference as when people accustomed to black-and-white TV first saw color TV. And we believe that just as color L

overshadowed black-and-white as the preferred way to see television, HD will overshadow standard-definition TV. e

Scientific-Atlanta offers a variety of
high-definition set-tops, including

the Explorer 3250HD™ set-top, to The GainMaker optical node and RF platform
help operators deliver HD services is designed to help operators seamlessly
to consumers. expand their network bandwidth to 1GHz in

order to support increased transmission of
highi-definttion video programming.
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To Scientific-Atlanta, high-definition television represents
two key opportunities: increased demand for our set-top
products and increased interest in our network products.
After all, consumers generally need a new set-top for each
high-definition television in the home. In fiscal year 2004,
we sold more than half a million high-definition set-tops,
up from 200 thousand last year, and only 100 vthousand

the year before.

Because high-definition programming contains five times
the information content of standard-definition programming,
high-definition content also requires more capacity on our
customers’ networks. We're ready to support them with
products and services that can help them increase their

bandwidth, optimize the efficiency with which they use

their existing bandwidth, or both.

The clearer high-definition picture also may give us the
opportunity to create better user interfaces and applications.
We believe that, as HDTV becomes the way in which every-
one wants to watch TV, the possibilities for innovation,

opportunity and results will continue.

Digital Television Sales in the U.S.
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Through fiscal year 2004, Scientific-Atlanta shipped 888,000 HD set-tops.
The Consumer Electronics Association projects digital television sales to
increase to more than 23 miflion by calendar year 2007, The majority of
these are expected to be HD-capable.

Source: Consumer Electronics Association (www.ce.org/marketresearch/fastfacts.aspx)

To learn more about high-definition TV,
go to www.explorehd.com



On-demand TV: now available

by popular demand.

If you've experienced on-demand television, you already know: you don't rush home to catch your favorite show. You
don’t organize your life around when something is on TV. Instead, you watch what you want when it's convenient for

you. And you're not alone.

On-demand television is becoming increasingly popular. More network operators are offering it. More programming

and movies are available. And Scientific-Atlanta innovations enable a wide variety of services to meet your needs.

in the Network
Today, consumers in a number of cities can select from hundreds of on-demand titles, more than a thousand hours
of subscription-based premium content, and a wide variety of free, on-demand content. All available with complete

control over the action — start, stop, pause, rewind, and fast-forward.

Such on-demand services are possible because of operators’ investments in advanced interactive networks,
including advancements like those in our Prisma IP video transport solutions introduced this fiscal year.

These products can minimize costs and allow hundreds of thousands of unique video streams to be

transported to consumers or a single fiber.

Network-based on-demand services are important for network operators because they are true
service differentiators. They give consumers access to content that may not be available on any

broadcast channel. In some systems, as many as 2000 hours of programming are available

from the network with the click of a remote control. The cable industry expects that these "" /
network on-demand services will be available to most digital cable homes by the end of
calendar year 2004.

The Scientific-Atlanta Continuum DVP™ The Explorer 8300HD™ set-top allows
eXtra Dense QAM Array. is specifically operators to give consumers all the
targeted to network operators looking advantages of DVR - in dazzling

for a modular, cost- and space-efficient high-definition.

solution for their network on-demand

roffouts.
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On Your TV

DVRs which allow you to store content in your set-top,
have soared in popularity. Between cable, satellite and
retail sales, more than five million have been sold in the

past few vears.

This year, we shipped 1.1 million digital video recorders,
compared to 386 thousand last year. Most of our North
American customers have launched DVR service with our
Explorer 8000 family of products, and we are beginning
to see more interest from network operators outside of
North America.

What contributed to our success? All of our DVRs have two
tuners, mearing you can watch one channel while recording
another. So there’s no conflict when you want to record
a football game at the same time your spouse wants to watch
a sitcom. Every member of the Explorer 8000 family of
set-tops lets you record one episode or the entire series,
and you decide how long the programming is stored.
Above all, Scientific-Atlanta’s DVRs are simple — there’s no
telephone line to connect and no confusion with multiple

remote controls and user interfaces.

Research shows that once consumers experience DVR
service, most are “very likely” to continue to subscribe to
the service.* At the same time, fewer than five percent of
homes have DVRs. We don’t know how many homes will
ultimately have digital video recorders, but we do know that
the DVR has many benefits over its closest predecessor,
the VCR (video cassette recorder). Especially because
Scientific-Atlanta makes it possible for operators to
offer DVR easily to consumers, we believe that DVR

has great potential.

r A

The Best of Both Worlds
Scientific-Atlanta innovations make it possible for network
operators to deliver on-demand television — both over the
network and on DVRs. Chances are, your cable operator
will offer network-based on-demand services, DVR services
or both in the near future, if they don’t already. With the
complementary nature of both services in mind, we believe
that over time, operators may use their network capabilities
to download specific content to each DVR. With so many
possibilities for consumers, for Scientific-Atlanta customers

and shareholders, it's no wonder on-demand is in demand.

Scientific-Atlanta DVR Shipments
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Sales of Scientific-Atlanta digital video recorder products have grown rapidly
through fiscal years 2003 and 2004.
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What you want, when you want,

rnere vou want it.

On-demand television has begun to give consumers control over what entertainment they enjoy and when they enjoy it.
And Scientific-Atlanta innovation is making even more flexibility possible.

The consumer has spoken

In the past two vears, we have conducted extensive primary research of consumers who use our Explorer 8000 products.
To date, we have surveyed more than 900 users about what additional features they would want in our DVR product.
Their preferences are clear. They want “access to my recorded content in every room” and “more storage.” So, that's

what we're making possible~ _

DVR antent in Every Room ; i ‘_
Our Mlllﬁ-R(;)Om product is unique. Entertainment content stored on its hard drive can be watched on as many as three
additional televisions in the home. Those additional televisions can be connected either to new Explorer set-tops or to
most of the nearly 18 million Explorer set-tops that|we have shipped over the past six years. In other words, network ‘_Jl —

operators should be able to derive benefits from assets they bought previously, and consumers get a great entef[zj;unent

experience \f'ith no need to learn a new interface. Best of all, because the in-home video network.runs.over.|
existing coaxial cable in the home, installation is simple. The installer’s efficiency is maximized and disruption

of consumer’ homes is minimized. DVR everywhere. Everyone benefits. ____.—J M/
3 | ; ’M
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We think that our Multi-Room DVR system is just the first
example of what could be possible with a home entertain-
ment network. Over time, the DVR system could function
as a home jukebox for video, music and photogrziphy,
accessing content from PCs, portable media players and
other IP devices connected to the network. That content
could be secured from piracy, since we protect the
network with our PowerKey® access control and

encryption technology.

More (and More

Permanent) Storage

A quick glance at computer evolution makes it clear:
Disk drive storage keeps getting bigger and the definition
of “enough” storage continues to expand. Ths is especially
true with video, in which a single HD movie can be more
than 10 gigabytes in size. And, just as it is on the PC, it will

be virtually impossible to ever have “enough” storage

space for that content.

So, what’s next? In the second half of fiscal year
2005, we plan to introduce an Explorer 8000 series of
products with an internal DVD recorder, to allow consumers
to archive content to a more permanent, portable medium.
This next-generation product has the potential to open new
business models for network operators: they could be able
to sell DVDs of popular content directly over the network.
So, consumers would be able to enjoy video content with

broader variety, flexibility, portability and value.

Scientific-Atlanta’s Multi-Room system is made possible
-~~~ because it applies our extensive end-to-end network
experience to the need for a home video network. In essence,
the home-based system functions like a miniature version
of the larger end-to-end network. Our headend technology
is incorporated within the Explorer 8300 Multi-Room home
server. And the interactive technology built into most of our
Explorer set-tops enables each of them to communicate with
the home server, just as it would with any headend server on
the network.
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From data to voice and beyond:

oW yore talking

i

Our Prisma IP transparent LAN
service (TLS} is designed to help
cable operators provide commercial
customers with mufti-site, extended-
area LAN services to connect

geographically dispersed sites
over the operator's network,

No oné can doubt the popularity of high-speed data services. In the United States alone, approximately 28 million homes
have high-speed Internet access. The majority of these homes have cable modems. As of the end of fiscal year 2004,
we have shipped more than 2.8 million cable modems. We have also introduced products that enable operators to
deliver high-speed data and voice services to the small- and medium-sized business market. This market currently

spends more on business connectivity services than consumers spend in the more than $45 billion cable market.

The Next Service is Voice
Most ¢able operators in North America and a mumber in Europe, Latin America and Asia either have launched telephone
service or have announced plans to do so. It turns out that the same technology that delivers lightning-fast access to

the Internet also can allow people to make phone calls over the Internet — using existing telephones.

This capability provides an emerging opportunity for consumers, for network operators and for Scientific-Atlanta.
We provide the voice modems used by many of these operators, who may use them to expand their service offerings.

And consumers benefit from new services, more choices and more value for their money,

Scientfic-Atlanta’s BroadLAN family of
products is designed to enable broad- The WebSTAR™ DPX2203™ modern

band network operators to deliver T-1 features an embedded media
high-speed data services to smail- to terminal adapter (EMTA) with two
medium-sized enterprises, without telephone ports for voice services,
requiring modification of existing as well as Ethemet and USB ports
broadband network components. for high-speed data connectivity.




Where will these innovations take us?
Over time, we believe integration of the technologies that
underlie entertainment, information, and communications
will facilitate new services. Only time will tell what these new
services will be, but we do have some ideas. We continue
to explore what could be possible. Imagine being able to
do all this:

o From your office PC, create your own customized
virtual on-demand TV channel to include whatever
niche of programming you enjoy (e.g., programming
in a certain language, starring a certain actor, about
a given subject, etc.). That channel would then be

available on any television in your home.

o Search for and view videos, music and information

from your TV.

o Download music, movies, images, games and more

from the Internet to your TV,

o See caller ID information on your TV if you're watching
when someone calls. You'd then have the option of
pausing the program to accept the call or sending the
caller to your voicemail system.

© Enjoy photographs, home videos, music and games
stored on your PC — from the comfort of virtually any
TV in your home, on your Explorer set-tops. Likewise,
you could enjoy content stored on your Explorer

set-top on your PC.

O Take a photo with your digital camera or mobile phone

camera and transmit it to any TV screen in your home.

There are so many possibilities. And as consumer demand
and operator interest create new opportunities, Scientific-

Atlanta will continue to innovate for results.
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Iinnovations

aroung. the world.

As trends in North America make their way around the world, they often shift to meet the needs and interests of
consumers in different countries. With that in mind, Scientific-Atlanta works to help network operators everywhere

meet the unique demands in their markets.

For the Japanese market, we have developed the Explorer 8200HDJ™ a high-performance, high-definition set-top with
an integrated cable modem. It's designed for the unique requirements of our customers in Japan, with a customized
user interface and interactive capabilities. In 2004, we shipped small quantities of this product for evaluation, and

we expect that following customer acceptance in fiscal year 2005, we will ship production quantities.

In support of our continuing presence in the United Kingdom market, we introduced a new Explorer 4200DVB
set-top, which meets the standards and functional requirements of this market. This sophisticated set-top
brings together high-quality digital audio and video services with high-speed data services and the

ability to deliver sophisticated interactive applications like video-on-demand. It also delivers

the flextibility that operators in the United Kingdom and elsewhere in Europe require,

with support for renewable conditional access and middleware systems.

o7 Y «

The Continuum DVP DI600™ family

The Explorer 4200DVB set-top includes of advanced signal processing equip- The WebSTAR EPC2100™
a Euro-D0CSIS cable modem so that ment includes a re-multiplexer that modem for home or office
operators can deliver video and high- helps network operators around the networked environments, ~
speed data services. world manage banawidth and process e is designed to meet Euro-
virtually any DVB- or non-DVB- DOCSIS 2.0 specifications
compliant signals. and be compatible with
—_ most DOCSIS networks

in Europe. It can support
up to 64 PCs or other
IP devices.
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The transmission products that we have developed for
international markets are additional examples of how
Scientific-Atlanta innovations support the efforts of operators
and broadcasters worldwide. This year's results include
expanded sales of our digital terrestrial headends to broad-
casters in Germany, the continued rollout of digital headends
in China and India, and our first sigm'ﬁc/gnt shipments of

hybrid fiber-coax (HFC) access p,rogu/cts' 'int'o‘Russia.

With 25 sales and service-offices worldwide, Scientific-Atlanta
has the pegpl€ and infrastructure necessary to support our

custoriiers” efforts, wherever they may be. Additionally, research

us to continue to meet the needs of network operators in the "

many countries where our products are shipped and deployed.

d development facilities in countries around the world enable

What does it all mean? High-definition television. ..
digital video recording. .. the video home network. .. expanded
data and voice services. .. across North America and around
the world, Scientific-Atlanta innovations continue to create
new opportunities that can generate results for consumers,

for operators and for shareholders.
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Scientific-Atlanta

Droven_INnovalions

deliver...

.- On Demand TV > 0903 Scientific-Atlanta digital transport system connects Time Warner Oceanic Cable
system's on four Hawaiian islands to deliver multiple applications including video-on-demand > 12,03 Time Warner Cable
initiates deployment of Scientific-Atlanta DVR/HD set-top > 05,04 Scientific-Atlanta redefines DVR with innovative Multi-Room
DVR solution = 06 .04 New automated Broadcast and Select VOD architecture reduces on-demand expenditures and

simplifies provisioning.

..- High-Definition Television > 1() 03 New headend demodulators deliver off-air capture of high-
definition programming for cable operators > 0404 PowerVu® digital content distribution system chosen for launch of TNT in HD
> (04.04 scientific-Atlanta demonstrates Explorer 8200HDJ high-definition set-top with high resolution user interface for the
Japanese market > (JO.(04 Scientific-Atlanta previews bandwidth enhancement solutions.

... High-Speed Data and Voice over IP (VoIP) > ()0.03 Scientific-Atanta’s Prisma IP
transport platform and BroadLAN transport system extend operator ability to leverage networks and create revenue opportunities
with commercial services > | 2 03 Scientific-Atlanta cable modem receives Euro-DOCSIS 2.0 certification and supports tripling
of upstream speed > (J7.04 CGox Communications completes successful evaluation of Prisma IP transpart network for commercial
services > ()7 .04 Scientific-Atlanta demonstrates new VolP solution to complete triple play offerings for operatars > 06.04
New modem provides four Ethernet ports for expanded connectivity.

... Improved Digital Services and Content for Consumers > (G (03

Scientific-Atlanta showcases new video headend solution for European xDSL and FTTx networks, with increased video-over-IP
capabilities > 0.0S Time Warner Cable selects Scientific-Atlanta disaster recovery system to minimize service interruptions
for consumers in New York City > 04 ) 04 New 0SS solution introduced to provide set-top telemetry diagnostics and viewership
measurement > (05,04 Hallmark Movie Channel, E! Networks, GSN and TechTV choose Powervu digital systems for improved

content distribution.




“Today's operators

are going after
o , all the key services —
Scientific-Atlanta s
. on-demand, HD,
performance is the result o dit
of several key elements: voice, aia = “Fven as we've begun
i nations.
We have the softuare 2 lots of combinations 10 exiend our successfi
B To successfully deliver, :
capability. We have the P j; J . ’ DVR platform with
must optimize :
service capability. ; eyd i ‘;C - HD and Multi-Room,
andwidat) efficiency o ‘
We have the network , - imagine the future.
5 andyor increase bandwidth. Sorvices ik
management capability. Scientific Al ervices like
_ clientific-Atlania 0 ;
And 1 believe we have one oroducts and servi video anywhere
roducts and services y :
of the best-executed el e o i or a ukebox’ for
[inancial strategies .___‘pr , eI o . home vidleos, photos, music
in this industry.” — our platform can enable
S0 many possibilities
Jor innovation.”
- )
: . “.:/ 4—*;’*{: ( "
b o~ ; - =3 fw
p ‘ p
{
Y ) ) L- Wally Haislip, Senior Vice President,
Finance and Operations
% W C- Dwight Duke, Senior Vice President;
i - Prestdent, Transmission Network Systems
o) - R- Michael Harney, Senior Vice President;
% President, Subscriber Networks
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Statistical Summary

(Dollars in Thousands, Except Per Share Data) 2004 2003 2002 2001 2000
Sales $ 1,708,004 $ 1,450,353 $ 1,671,117 $ 2,512,016 $1,715,410
Net Earnings $ 218,001 $ 100,345% $ 104,384¢ $ 333674 $ 155,808¢
Earnings Per Share $ 1410 $ 0.65® $ 0.66® $ 1.99¢ $ 0.940
Cash Dividends Paid Per Share $ 0.040 $ 0.040 3 0.040 $ 0.040 $ 0035
Working Capital $ 1,402,010 $ 1,050,007 $ 990,741 $ 1,154,611 $ 770,471
Total Assets $ 2,269,627 $ 1,918,629 $ 1,914,627 $ 2,002,828 $1,779,460
Stockholders’ Equity $ 1,803,357 $ 1,481,241 $ 1,436,791 $ 1,508,939 $1,214,960
Gross Margin % of Sales 37.2% 34.7% 35.0% 31.6% 29.3%
Return on Sales 12.8% 6.9% 6.2% 13.3% 9.1%
Return on Average Stockholders' Equity 13.2% 7.0% 7.3% 24.9% 17.2%
Effective Tax Rate 29.3% 34.0% 34.1% 34.6% 30.0%

(1) Includes after-tax net gain$ of $7.2 million from the sale of certain marketable securities and investments in privately-heid companies and a $16.0 million reduction in the current
tax provision related to a settlement with the IRS related to amended income tax returns filed for fiscal years prior to fiscal year 2003, Also includes after-tax charges of $4.0
million related to a purchase price adjustment on the sale of a satellite networks business to ViaSat, Inc.; $1.5 million related to mark-to-market adjustments of various mar-
ketable securities and invéstments in privately-held companies; and $0.9 million related to various restructurings. These items totaled to a net after-tax increase to eamings

of $16.8 million, or $0.11 per share.

(2) Includes after-tax chargesiof $13.1 million related to mark-to-market adjustments of various equity investments, $11.5 million related to various restructurings, and $4.3 million
from the termination of a contract with a cable operator in Germany; and a net after-tax gain of $3.0 million from the sale of various marketable securities. These items totaled
to a net after-tax charge of $25.9 miilion, or $0.17 per share.

(3) Inciudes after-tax bad debt expense of $55.2 million refated to the write-off of accounts receivable from Adelphia; after-tax charges of $18.6 million and $1.4 mitlion related
to restructurings and the mark-to-market adjustments of various investments, respectively; and an after-tax gain of $4.5 million from insurance proceeds. These items totaled
to a net after-tax charge of $70.7 million, or $0.45 per share.

(4) Includes after-tax gains of $48.5 miltion from the sale of a portion of our investments in Bookham Technology plc and Wink Communications, Inc. and an after-tax charge of
$7.1 million related to a tender for shares held by minority shareholders of a majority-owned subsidiary, PowerTV. These items totaled to a net after-tax gain of $42.4 miilion,

or $0.25 per share.

(5) Includes after-tax gains of $4.0 million from the sale of a portion of our investment in WorldGate Communications, Inc., $3.9 million from the reduction of reserves related to
businesses sold, and $3.2 million from the reduction of a reserve for expenses and potential settlement of environmental issues. Also includes after-tax expenses of $7.2 million

related to contractual obligations to minority shareholders of PowerTV, These items totaled to a net after-tax gain of $3.9 million, or $0.02 per share.

Note: Scientific-Atlanta’s fiscal year ends on the Friday closest to June 30 of each year. Earnings per share are diluted earnings per share.




Condensed Consolidated Statements of

Financial Position

(In Thousands) 2004 2003
Assets
Current Assets
Cash and Cash Equivalents $ 442,182 $ 332,266
Short-Term Investments 855,434 616,289
Receivables, Net 219,172 184,585
Inventories 129,930 127,054
Income Taxes Receivable 18,903 -
Deferred Income Taxes 23,657 41,874
Other Gurrent Assets 18,434 21,548
Total Current Assets 1,707,712 1,323,616
Property, Plant and Equipment, Net 184,584 197,684
Goodwill 235,209 235,248
Other Assets 142,122 162,081
Total Assets $ 2,269,627 $ 1,918,629
Liabilities and Stockholders’ Equity
Current Liabilities $ 305,702 $ 273,609
Long-Term Debt, Less Current Maturities 7,698 8,567
Other Liabilities 152,870 155,212
Stockholders’ Equity 1,803,357 1,481,241
Total Liabilities and Stockholders’ Equity $ 2,269,627 $ 1,918,629

Financial Position Highlights

Scientific-Atlanta had stockholders’ equity of $1.8 billion and cash and short-term investments
of $1.3 billion at July 2, 2004. The current ratio at July 2, 2004 was 5.6:1, up from 4.8:1 at
June 27, 2003.

Cash and short-term investments were $1.3 billion at July 2, 2004, up from $0.9 billion at
June 27, 2003, driven primarily by higher earnings in fiscal year 2004 as compared to fiscal
year 2003. During fiscal year 2003, we purchased 8.6 million shares of our stock for $104.5
million and acquired certain assets of Arris International, Inc. for $31.6 million of cash. No such
share purchases or acquisitions were made in fiscal year 2004.

Receivables were $219.2 million at year-end, up $34.6 million from the prior year. Average
days sales outstanding were 45 days in fiscal year 2004, as compared to 56 days in the prior
year. The year-over-year improvement in average days sales outstanding, despite the increase
in accounts receivable, was due in part to the impact of sales to customers who take advantage
of a discount for payment within ten to fifteen days of shipment in fiscal year 2004 as compared
1o fiscal year 2003.

Inventory was $129.9 million at July 2, 2004, up sfightly from the prior year. Inventory
turnover improved to 8.4 tums in fiscal year 2004 from 5.9 tums in the prior year. The
improvement in inventory tums was dug primarily to increased sales in fiscal year 2004 as
compared to fiscal year 2003 and our continued focus on working capital management.

Income taxes receivable of $18.9 million at July 2, 2004 relates to a settlement with the IRS
from amended income tax returns we had filed for fiscal years 1930 through 2002.

Other assets of $142.1 miltion at July 2, 2004 include intangible assets, non-current deferred
income taxes, cash surrender value of company-owned life insurance, capitalized software -
development costs, investments in privately-held companies, marketable securities and various
prepaid expenses. The year-over-year decline was due primarily to the amortization of intangi-
ble assets and the sale of certain marketable securities.

Cther liabilities of $152.9 million at July 2, 2004 are comprised of deferred compensation,
retirement plans, postretirement benefits, warranty obligations in excess of one year, deferred
revenue and other miscellaneous accruals.

Debt consists primarily of a mortgage we assumed as the resut of the acquisition of
BarcoNet NV in fiscal year 2002.

Stockholders’ equity was $1.8 bitlion at the end of fiscal year 2004, up $0.3 billion from

the end of the prior year, Net earnings of $218.0 million; an increase of $32.2 million of equity
from the issuance of common stock pursuant to employee benefit and other stock-based com-
pensation plans; and a $18.0 million increase in accumulated other comprehensive income,
primarily from unrealized gains on foreign currency translation, were partially offset by dividend
payments of $6.1 million,
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Condensed Consolidated Statements of
[

ngs

(in Thousands, Except Per Share Data) 2004 2003 2002
Sales $ 1,708,004 $ 1,450,353 $ 1,671,117
Cost of Sales 1,073,202 947,581 1,086,961

Sales and Administrative Expense 199,118 191,134 186,579
Research and Development Expense 149,233 146,596 148,652
Provision for Doubtful Accounts 33 703 83,904
Restructuring Expense 1,325 17,446 28,164
Interest Expense 778 866 869
Interest Income (16,785) (22,731) (22,335)

Other (Income) Expense, Net _ (7,233) 16,660 (112
1,399,671 1,298,255 1,512,682

Earnings Before Income Taxes 308,333 152,098 158,435
Provision for Income Taxes 90,332 51,753 54,051
Net Earnings $ 218,001 $ 100,345 $ 104,384
Diluted Earnings Per Share $ 1.41 $ 0.65 $ 0.66

Earnings Highlights

Sales of $1.7 billion in fiscal year 2004 were $257.7 million, or 18 percent, higher than the
sales in fiscal year 2003. The year-over-year increase was driven by higher sales volume of
Explorer digital set-tops, including certain models which provide digital video recording and/
or high-definition functionality, coupled with an increase in the shipments of other subscriber
and transmission products.

Subscriber product sales of $1.2 billion in fiscal year 2004 increased by 26 percent from the
pricr year. During fiscal year 2004, we shipped a total of 3.9 million Explorer digital set-tops,
up from 3.2 million shipped in the prior year. The growth in digital set-top shipments was led
by an increase in the number of [Explorer 8000 digital set-tops shipped to 1.1 million units,
including 148 thousand Explorer: 8000 high-definition set-tops, up from 388 thousand units
shipped during fiscal year 2003. The Explorer 8000 set-tops contain integrated hard drives
and a single user interface for digital video recording capabilities. In addition, during fiscal
year 2004, we shipped a total of 438 thousand non-DVR high-definition set-tops, up from
197 thousand shipped during fiscal year 2003. The Explorer 8000 set-top, in addition to
high-definition set-top modets, sells for a significantly higher average sefling price than the
average selling price for our earlier generation set-top mode!s. The shift to a higher mix of
Explorer 8000 and high-definition set-tops during fiscal year 2004 more than offset the price
declines of our earlier generation set-top models.

Sales of cable modems totaled 7.3 million units, an increase from 731 thousand units shipped
the previous year.

Sales of transmission products totaled $480.8 million in fiscal year 2004, an increase of

2 percent compared to fiscal year 2003, An increase in the sales of video-on-demand (VOD}
QAM modulators and sateliite transmission products were partially offset by a decline in
transmission service revenue.

Cost of sales, as a percent of sales, declined 2.5 percentage points in fiscal year 2004 from
fiscal year 2003, The leverage associated with an 18 percent increase in sales, coupled with
the continued benefits of cost reductions through product redesign, the increased effectiveness
of procurement, and improved manufacturing efficiencies, more than offset the negative
impact of declines in the average selling prices of products and the shift to a greater mix of
Explorer 8000 digital set-tops, which currently have a lower gross margin than our average. In
addition, the gross margin of transmission products improved during fiscal year 2004 compared
to the prior year. This improvement was related primarily to an increase in the shipments of
higher margin transmission satellite and headend products in the current fiscal year as com-
pared to the prior fiscal year, combined with material costs savings gained through the effi-
ciencies of procurement and other costs savings obtained from the various restructuring
actions taken over the last two vears.

Sales and administrative expenses of $199.1 million in fiscal year 2004 were $8.0 million
higher than the prior year. The year-over-year increase was primarily due to higher incentive
accruals on performance-based plans related o our improved profitability. This increase was
partially offset by lower professional fees in fiscal year 2004 as compared to fiscal year 2003.

Research and development expenses were $149.2 million in fiscal year 2004, up slightly
from fiscat year 2003. Research and cevelopment expenses increased year-over-year primarily
due to incremental hiring of engineers related to new set-top designs and higher incentive
accruals on performance-based plans related to our improved profitability. The year-over-year
increase was offset partially by the higher capitalization of software development costs in fis-
cal year 2004 as compared to the prior year and the benefits realized in fiscal year 2004 from
previously announced restructurings. During fiscal year 2004, we capitalized $17.5 million of
software development costs, compared to $10.1 million in fiscal year 2003. The year-over-year
increase in the capitalization of software development costs was driven primarily by increased
development costs related to the Explorer 8300 Multi-Room DVR product, product enhance-
ments for customers and products for expansion into new markets, such as a version of the
Explorer interactive digital set-top for the Japanese market. Research and development efforts
continue to focus on advanced models of digital set-tops, network software enhancements
and upgrades, data products and transmission products.

Provision for doubtful accounts of $83.9 million in fiscal year 2002 included $83.7 million of
bad debt expense related to the write-off of accounts receivable from Ade!phia resutting from
its filing for bankruptcy under Chapter 11 of the U.S. Bankruptcy Code in June 2002, There
were no significant charges to the provision for doubtful accounts in fiscal years 2004 or 2003.

Restructuring expense of $1.3 miilion, $17.4 million and $28.2 miltion in fiscal years 2004,
2003 and 2002, respectively, related primarily to worldwide headcount reductions in response
to business declines and the consolidation of substantially all of our Atlanta, Georgia manufac-
turing operations into our Juarez, Mexico facility.

Other income of $7.2 miltion in fiscal year 2004 included a gain of $6.8 million from the sale
of our equity interest in a company, which had been received as part of the termination settfe-
ment with a German cable operator, and net gains of $4.3 million from the sale of other
investments in privately-held companies and marketable securities. We also recorded a loss
of $6.1 million from the settlement of purchase price adjustments, refated to the sale of a
satellite business to ViaSat. Other income also included income from various partnerships,
increases in the cash surrender value of Iife insurance, foreign exchange gains and various
other items, none of which was individually significant.




Condensed Consolidated Statements of

a5 Flowrs

O

(In Thousands) 2004 2003 2002
Net Earnings $ 218,001 $ 100,345 $ 104,384
Adjustments to Net Earnings®” 100,303 95,688 154,103
Changes in Operating Assets and Liabilities 5,116 165,419 99,720
Cash Provided by Operating Activities 323,420 361,452 358,207
Cash Used in Investing Activities (268,911) (250,947} (338,331)
Cash Provided by (Used in) Financing Activities 55,407 (103,647) {207,942
Increase (Decrease) in Cash and Cash Equivalents 109,916 6,858 (188,066)
Cash and Cash Equivalents at Beginning of Year 332,266 325,408 513,474
Cash and Cash Equivalents at End of Year $ 442,182 $ 332,266 $ 325408

Cash Flow Highlights

The Condensed Consolidated Statements of Cash Flows summarize Scientific-Atlanta’s main
sources and uses of cash. These flows of cash provided or used are summarized by our
operating, investing and financing activities,

Cash provided by operating activities was $323.4 million for fiscal year 2004, $38.0 miflion
less than in the prior year. Cash generated from higher eamings in fiscal year 2004 as compared
to the prior year was more than offset by increases in accounts receivable, income tax receivable
and other assets. In addition, cash provided by operating activities in fiscal year 2003 included
reductions in inventory and accounts receivable of $98.1 million and $76.1 million, respectively.

Cash used in investing activities of $268.9 million in fiscal year 2004 included net additional
purchases of short-term investments of $247.8 million; $30.7 million for capital expenditures,
primarily to expand and enhance manufacturing lines in our Juarez, Mexico facility for our DVR
set-top products; and a payment of $9.0 million related to the sale of our satellite business

to ViaSat. We also received $17.6 million from the sale of certain marketable securities and
investments in privately-held companies.

Cash provided by financing activities of $55.4 million in fiscal year 2004 included $62.7
million from the issuance of common stock pursuant to stock option plans and the employee
stock purchase plan and dividend payments of $6.1 million. Cash used in financing activities
in fiscal years 2003 and 2002 included $104.5 million and $184.0 million, respectively, for the
repurchase of shares of our common stock pursuant to stock buyback programs. There were
no such repurchases in fiscal year 2004.

(1) Primarily depreciation and amortization expense in fiscal years 2004, 2003 and 2002,
bad debt expense in fiscal year 2002, other-than-temperary declines in the market value
of marketable securities and investments in privately-held companies in fiscal years 2003
and 2002, and net gains on marketable securities, investments in privately-held com-
panies and warrants in fiscal years 2004, 2003 and 2002.

Note: The Condensed Consolidated Statements of Financial Position, Earnings and Cash
Flows are derived from the audited financial statements. The complete audited financial
statements and related notes are included in the fiscal year 2004 Form 10-K. To obtain a
copy of the Form 10-K, please refer to the instructions for Shareholder and Compliance
Information inside the back cover of this Annual Report.
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PARTI
In this Form 10-K, the words “Scientific-Atlanta,” “we,” “our,” “ours,” and “us” refer to
Scientific-Atlanta, Inc. and its subsidiaries. For your reference, we have included a glossary of technical terms in
Exhibit 99.2.

Our fiscal year ends on the Friday closest to June 30 of each year. Fiscal vears 2003 and 2002
consisted of fifty-two weeks; fiscal year 2004 included fifty-three weeks. The references to fiscal year by date
refer to our fiscal year ending in that particular calendar year, for example, fiscal year 2002 refers to our fiscal
year ended June 28, 2002, fiscal year 2003 refers to our fiscal year ended June 27, 2003 and fiscal year 2004
refers to our fiscal year ended July 2, 2004.

This Form 10-K includes “forward-looking statements.” The words “may,” “will,” “should,”
“could,” “continue,” “future,” “potential,” “believe,” “expect,” “anticipate,” “project,” “plan,” “intend,”
“seek,” “estimate,” “predict,” and similar expressions identify forward-looking statements. We caution
investors that any forward-looking statements made by us are not guarantees of future performance and that a
variety of factors, including those discussed below, could cause our actual results and experience to differ
materially from the anticipated results or other expectations expressed in our forward-looking statements. Please
see Exhibit 99.1 to this Form 10-K for detailed information about the uncertainties and other factors that may

cause actual results to materially differ from the views stated in such forward-looking statements.
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Item 1. Business
General

Established as a Georgia corporation in 1951, Scientific-Atlanta, Inc. has evolved from a
manufacturer of electronic test equipment for antennas and electronics to one of the leading providers of end-to-
end networks used by programmers and cable operators and a provider of worldwide customer service and
support for the cable television industry. We operate in one reportable segment, Broadband.

In November 2002, we acquired from Arris International, Inc. (Arris) certain transmission product
lines, including analog optics, nodes and radio frequency (RF) electronics products used in broadband cable
networks. Additionally, in November 2002, we acquired from Channelogics, Inc. (ChanneLogics), a software
developer, software, technology and other assets that can provide cable operators visibility to their high-speed
data traffic and bandwidth consumption and allow them to identify potential bottlenecks and efficiently plan
capacity expansion. In January 2002, we acquired BarcoNet NV, a Belgium-based, leading provider of
multimedia distribution solutions for broadband cable and broadcast applications, as well as terrestrial, telecom,
satellite and wireless applications, particularly in Europe. The results of operations of BarcoNet for the twelve
months ended July 2, 2004 and June 27, 2003, and six months ended June 28, 2002 are included in our
Consolidated Statements of Earnings from the date of acquisition.

Our Internet website address is www.scientificatlanta.com, and we will make available free of charge
on or through our investor relations website our annual report on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Exchange Act as soon as reasonably practicable after we electronically file such material with, or
furnish it to, the Securities and Exchange Commission (SEC). We have also posted to our website the Scientific-
Atlanta Code of Conduct, which applies to Scientific-Atlanta’s directors and employees, including our chief
executive officer, chief financial officer and controller. We will disclose any amendment to, or waiver from, a
provision of our Code of Conduct that applies to a director or an executive officer, including the chief executive
officer, chief financial officer or controller by posting such information on the Internet website described above.
We will provide the Code of Conduct in print free of charge to a shareholder who requests such printed version
in writing addressed to Office of General Counsel, Scientific-Atlanta, Inc., 5030 Sugarloaf Parkway,
Lawrenceville, GA 30044,




Products and Services

We are a producer of a wide variety of broadband products which deliver entertainment, information
and communications from content originators to end-users (consumers and, to a lesser extent, businesses). This
content is delivered via hybrid fiber coax (HFC) networks and, in some cases, all-fiber networks comprised of
equipment and software that reside at the programmer’s facility, at the operator’s headend (or “central office”), in
the outside transmission plant (whether underground or above ground), and in the homes of consumers.

Our products include products that reside in consumers’ homes and businesses, including digital
interactive set-tops (and software applications for such set-tops), high-speed data and voice modems, and data
networking products; integrated computer systems and software at the operators’ headends, which systems
manage video and data services for large networks, often comprising hundreds of thousands of consumers; RF
electronics products that provide connectivity within the neighborhoods to each consumer’s home; optical nodes,
which convert optical signals into RF signals for transmission via coax cable into subscribers’ homes, and
convert reverse path RF signals into optical signals for transmission via fiber back to the headend; optical
communications products that transport information within metropolitan areas to individual neighborhoods; and
satellite communications equipment that transports programming from its source to geographically distributed
headends. In addition, our products include services, including the ability to install, configure and integrate
products of our own design and manufacture with those from other companies to create complete networks for
our customers.

In the discussion of our primary products which follows, we indicate the percentage of our sales
represented by each product only when sales of that product were equal to, or greater than, 10 percent of our total
sales in any of the last three years. '

We sell our digital set-top product under the brand name Explorer®. This product enables subscribers
to access a variety of interactive digital television services developed by us and third parties. Sales of our
Explorer digital set-tops constituted approximately 62 percent, 56 percent and 52 percent of our total sales in
fiscal years 2004, 2003 and 2002, respectively.

We ship a variety of Explorer digital set-top models in order to meet the various entertainment needs
of consumers. The various models include:

® Standard-definition (SD) basic digital set-tops: These devices allow consumers who subscribe to service
from their local MSO to access encrypted digital video and audio content and make use of a variety of
interactive applications. These applications include interactive program guide, video-on-demand
‘'services, pay-per-view offerings, games and music. We introduced these models during fiscal year 1999.

Standard-definition DOCSIS (Data Over Cable System Interface Specification) enabled digital set-tops:
In addition to the functionality of a basic digital set-top, these devices incorporate DOCSIS-based
signaling capabilities. We introduced these models during fiscal year 2003.

High-Definition (HD) digital set-tops: In addition to the functionality of a basic digital set-top, these
devices enable subscribers to access the enhanced picture quality and sound of high-definition content,
in addition to the other interactive services offered by a Multiple System Operator (MSO). We
introduced these models during fiscal year 2002.

Digital Video Recorder (DVR) set-tops: In addition to the functionality of a basic digital set-top, these
devices enable subscribers to pause, stop, rewind, fast forward, record and replay live analog and digital
television content using a built-in hard drive. We introduced these models during fiscal year 2003.

® HD-DVR set-tops: These devices combine the functionality of the HD set-top and the DVR set-top in a
single device. We introduced these models during fiscal year 2004.

Multi-Room DVR set-tops: These devices allow consumers to access their recorded content on as many
as three additional television sets within their home, using existing in-home wiring and existing non-
DVR Explorer interactive digital set-tops. We introduced these models during the fourth quarter of
fiscal year 2004 and expect to begin shipments during the first quarter of fiscal year 2005.
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Related to the Explorer set-top product, we sell integrated computer systems and software that
manage video and data services for large networks, often comprising hundreds of thousands of consumers. These
products typically are installed at the operators’ headend or distribution hub facilities.

We sell our high-speed data modem product under the brand name WebSTAR™. Our high-speed data
modem product is designed to enable subscribers to access high-speed data communication services over HFC
(hybrid fiber coax) networks. Our most recent models add functionality to basic data communications in order to
further enhance their value to subscribers. The various modem models include:

® High-speed data modems: This model makes use of the DOCSIS standard to enable consumers’ access
to entertainment, communications and information via the Internet. We introduced high-speed data
modem models during fiscal year 2001.

® Embedded Media Terminal Adapter (EMTA) modems: This model enables operators to offer advanced
telephone services and high-speed data service from one device. Using the EMTA, subscribers are able
to communicate via telephone using voice over internet protocol (VOIP). We began shipments of
EMTA modems during the fourth quarter of fiscal year 2004.

® Home Gateway modems: This model combines a high-speed data modem, router and wireless access
point with four Ethernet ports in one device. This modem has been designed for the small office or
home office and will support a number of commercial features for the small business market. We began
small volume shipments of Home Gateway modems during the fourth quarter of fiscal year 2004.

We sell our digital encoder, content distribution and integrated receiver/decoder products under the
brand name PowerVu®. These products are sold primarily to television programmers, public and private
broadcasters and cable television operators and provide the capability to transmit television programming over a
satellite link from a central location to large numbers of geographically distant cable television headends.

We sell a wide variety of products that process analog and digital television signals at cable
operators’ headends and other facilities distributed in their networks. Included among these products are analog
television modulator and demodulator products, digital modulators, encoders and decoders that we sell under the
brand name Continuum®. We sell software products designed to assist operators in managing and controlling
their networks under the brand name ROSA®.

We sell analog and digital optoelectronics products under the brand name Prisma®, These products
may reside in a network operator’s headend, in other facilities such as distribution hubs, and in optical nodes.
These products enable operators to transmit various types of content, including entertainment, information and
communications, over an optical network and provide a reverse path for the end user customer to communicate
back through the network to a variety of services. Sales of our optoelectronic products constituted approximately
9 percent, 9 percent and 11 percent of our total sales in fiscal years 2004, 2003 and 2002, respectively.

We sell products that allow network operators to offer video, data and voice communications
services to commercial customers (as distinct from consumers) under the brand names Prisma IP™ and
BroadLAN™, The BroadLAN product is designed to provide such services over a hybrid fiber coax network, and
Prisma media converters and Prisma IP E100 series products are designed to provide such services over an
all-fiber network. All of these products were introduced in fiscal year 2004.

We sell products that convert network signals from an optical format to an electronic format and
products that amplify electronic signals carried over coaxial cable under the brand name GainMaker®. In fiscal
year 2004, we announced a 1GHz bandwidth capability for the GainMaker RF amplifier and optical node
platform, which can be used by network operators to manage and expand the productivity of existing bandwidth,
as well as enhance overall bandwidth to support future 1 GHz networks. In addition to these products, we sell a
variety of small network components known in the industry as taps and passives.




We have consolidated most of our service functions into a single professional services organization,
SciCare™ Broadband Services. SciCare Broadband Services provides integration, installation, management and
consulting services that can improve the efficiency of a broadband network and help optimize services offered by
the network operator. We also offer software and systems integration and other consulting services that are not
limited to Scientific-Atlanta products and can help a variety of customers implement video, voice and data
services on converged networks.

During fiscal year 2004, we announced several new products designed to help customers more
effectively retrieve and protect data in their networks. We introduced the Retriever™ Set-Top Telemetry
Diagnostics and Viewership Measurement solution. This product offering can provide the operator improved
insight into consumers’ viewership habits, while protecting the consumers’ privacy. It also allows the operator to
proactively monitor set-top and network performance at the subscriber’s TV set. Additionally, we announced the
OSS Automated Backup solution and a Disaster Recovery system for the Scientific-Atlanta Digital Network
Control System (DNCS), both of which are designed to minimize the impact of service interruptions.

Customers

Our primary customers are cable television operators, although we also serve television programmers
and broadcasters, corporations, telephone companies, municipal utilities and other broadband service providers.

The cable television industry is comprised of many cable systems. In the United States, a small
number of large cable television MSOs own a large portion of the cable television systems. Customers that
accounted for 10 percent or more of our total sales in fiscal years 2004, 2003 or 2002 were as follows:

2004 2003 2002

Time Wamer InC. .. .. ..ot i i i e e e e 19% 21% 25%
Cablevision SYStemMS . ...\ttt e 15% 19% —%
Comeast COTporation . ...........uiiirinteiin i iinaeenn.. 11% 11% 7%
Cox Communications, INC. . . . ... ..ot e 9% 6% 12%
Charter Communications, Inc. . .. ... i e 6% 5% 14%
All Other CUSIOMEIS . ..ottt e it e ettt e e 40% 38% 42%

TOMAl ettt et et e 100% 100% 100%

Prior year percentages for Time Warner have been adjusted to reflect the deconsolidation by Time
Warner of a partnership in a cable television operator.

Sales to customers outside the United States constituted 20 percent, 22 percent and 20 percent of our
total sales for fiscal years 2004, 2003 and 2002, respectively. Sales are attributed to geographic areas based upon
the location to which the product is shipped. Sales in any single country did not exceed 10 percent of total sales
in fiscal years 2004, 2003 or 2002, except for the United States. See Note 6 of the Notes to Consolidated
Financial Statements included in this Form 10-K.

Marketing and Sales

We sell our products primarily through our own sales personnel who work out of offices throughout
the United States and various foreign countries. In addition, our management is actively involved in marketing
and sales activities. Certain products are marketed in the United States through independent sales representatives,
independent distributors and system integrators. Sales of certain products outside the United States are made
through wholly-owned subsidiaries and branch offices, as well as through independent distributors and
independent sales representatives. Sales of our products outside the United States are also made to independent
system integrators and dealers who resell the products to customers.
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Backlog

Our backlog consists of unfilled customer orders believed to be firm and long-term contracts that
have not been completed. Scientific-Atlanta’s backlog as of July 2, 2004 and June 27, 2003 was $497,229,000
and $394,882,000, respectively. We believe that approximately 90 percent of the backlog existing at July 2, 2004
will be shipped within the succeeding fiscal year. At July 2, 2004, backlog contained orders for approximately
1,305,000 Explorer digital set-tops.

In general, our policy is to place in our backlog firm orders for product scheduled for shipment
within six months from the end of the reported quarter. On occasion, our customers may request that we delay
shipment of an order previously entered into backlog. The quality of orders not shipped within the six month
bookings policy is assessed to determine if the order should remain in backlog. If the quality of the order has not
been impaired and the order is scheduled to ship within the next twelve months, the order remains in backlog.

The amount contained in backlog for any contract or order may not be the total amount of the
contract or order. The amount of our backlog at any time may not reflect expected revenues for any future fiscal
period because we may receive additional orders in the same period we ship the ordered product or our customers
may request that we delay shipment of an order previously entered into backlog.

Product Research and Development and Intellectual Property

We conduct an active research and development program to develop new products and systems and
to add significant new features to existing products and systems. Our development strategy is to identify features,
products and systems which are, or are expected to be, needed by a number of customers with substantial
customer bases in large markets and to allocate a greater share of our research and development resources to
features, products and systems with the highest potential for future benefits to Scientific-Atlanta.

Expenditures in the last three fiscal years were principally for the development and integration of
features, products and systems for our interactive broadband networks, including software and hardware
development and integration related to our digital set-top and digital network products, and optoelectronic
products, which include our Internet Protocol (IP)-based transport systems, PowerVu products and BarcoNet
products (since acquisition in January 2002). In fiscal years 2004, 2003 and 2002, our research and development
expenses were $149,233,000, $146,596,000 and $148,652,000, respectively.

We generally rely upon patent, copyright, trademark and trade secret laws to establish and maintain
our proprietary rights in our technology products and systems. However, there can be no assurance that any of
our proprietary rights will not be challenged, invalidated or circumvented, or that any such rights will provide
significant competitive advantage. Third parties have claimed, and may claim, that we have infringed their
current, or future, intellectual property rights. There can be no assurance that we will prevail in any intellectual
property infringement litigation given the complex technical issues and inherent uncertainties in litigation. Even
if we prevail in litigation, the expense of litigation could be significant. We are engaged in several lawsuits as
plaintiff against Gemstar-TV Guide International, Inc. and affiliated and/or related companies alleging among
other things violations of antitrust laws and misuse of certain patents, and requesting among other things a
declaration that certain Gemstar patents are invalid, unenforceable and not infringed. We have described these
proceedings in Item 3. Legal Proceedings.

Manufacturing

We have significant manufacturing operations that range from complete assembly of a particular
product by one individual or small group of individuals to automated assembly lines for volume production.
Because many of our products contain precision electronic components requiring close tolerances, we maintain
rigorous and exacting test and inspection procedures designed to prevent production errors, and we frequently
review our overall production techniques to enhance productivity and reliability.
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Our key manufacturing facilities are located in Juarez, Mexico and Kortrijk, Belgium. During fiscal
year 2002, we completed the transfer of all of our Atlanta-based manufacturing to our Juarez facility and
currently approximately 90 percent of our in-house manufacturing is being performed in our Juarez facility. At
full operation, the Juarez factory has the capability to run three shifts during the week and additional weekend
shifts, if needed. During fiscal year 2004, we ran a third shift and weekend shifts on certain products to satisfy
product demand and to alleviate production bottlenecks. Due to our concentration of manufacturing in Juarez, we
have considered appropriate business continuity and disaster recovery plans. However, we are unable to predict
the impact on our results of operations, which may be materially adverse, of any type of disaster at this facility.

Long-lived assets include property, plant and equipment, cost in excess of net assets acquired,
investments other than marketable securities, and intellectual property. Our long-lived assets in the United States,
Mexico, and Belgium were, respectively:

® 43 percent, 11 percent and 40 percent of total long-lived assets in fiscal year 2004;
® 44 percent, 12 percent and 39 percent of total long-lived assets in fiscal year 2003; and

® 47 percent, 14 percent and 36 percent of total long-lived assets in fiscal year 2002.

Materials and Supplies

Except for certain Application Specific Integrated Circuits (ASICs), the materials and supplies we
purchase generally are standard electronic components, such as integrated circuits, wire, circuit boards,
transistors, capacitors and resistors, all of which are produced by a number of manufacturers. We also purchase
aluminum die castings, steel enclosures and other semi-fabricated items, which are produced by a variety of
sources.

We consider our sources of supply to be adequate. However, from time to time, we could experience
shortages of certain electronic components from our suppliers, and these shortages might have a material effect
on our operations. Certain of the components contained in our products are custom components, such as silicon
semiconductor products and lasers that can be supplied only by a sole vendor that may concentrate the
manufacture of such component in only one location. A reduction, delay or interruption in supply or a significant
change in price of one or more of these components could adversely affect our business, operating results and
financial condition.

Suppliers that are significant to our business include vendors who provide us with parts that are
critical to delivery of our principal products and vendors who provide us with material amounts of supplies.
Significant suppliers include the following:

® STMicroelectronics, Intel Corporation, Analog Devices, Inc., Advanced Micro Devices, ATI
Technologies, Inc., and Broadcom Corporation are our primary suppliers of a variety of semiconductor
products (including ASICs), which are used as components in an array of products, including set-tops;

® Microtune is our primary supplier of silicon tuners for our subscriber products;
® Anadigics, Inc. is a provider of CATV integrated circuits for use in our RF distribution products;

® Infineon Technologies North America Corporation is the sole provider of the QPSK receiver device for
certain of our Explorer models;

® JDS Uniphase and Emcore Corporation are our primary suppliers of optical transmitters;

® Microcast, Inc. and Shanghai Skyrock Industry are our primary suppliers of die-castings for our RF
distribution products;

® Philips Semiconductors B.V. and Motorola are our primary providers of cable television hybrids for use
in our RF distribution products and subscriber products;
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® Askey Corporation and ASUSTek Computer, Inc. are our suppliers of cable modem products;
® Maxtor Corporation and Western Digital Corporation are providers of hard drives;

® Matsushita Electronics Components Corporation of America and its affiliates and Murata Electronics of
North America, Inc. are our primary suppliers of “canned” tuners; and

® (Cablevision Electronics Co., Ltd. and Zinwell Corporation are our primary suppliers of taps, and we
also are part of a joint venture in Shanghai, China that provides us with taps.

Employees

As of July 2, 2004, we employed approximately 7,538 regular full-time and part-time employees and
approximately 152 additional temporary workers employed through employment agencies. We believe our
employee relations are satisfactory.

Competition

Our products compete with those of a substantial number of companies worldwide. Our Explorer
digital set-tops, digital headends, and related software products compete with products from a number of
companies. These include:

® Companies that develop and sell substitute products that are distributed by direct broadcast satellite
(DBS) service providers through a variety of channels, including retail channels. These products may be
subsidized by DBS operators, and they may be sold together with services that are not available from
cable operators. Although these products are not directly competitive with respect to sales of our
products to our MSO customers, these substitute products are competitive with our MSO customers’
cable services and products, and affect the end-user consumer demand for our products.

® Companies that develop and sell products entirely of their own design and companies that license
technology from us. It is possible that some of these directly competitive products could be sold through
retail channels, and thus we may be subject to competition from a variety of companies with retail
brands that are more familiar to consumers than ours. These competitors may include companies in the
personal computer and consumer electronics industries.

The Federal Communications Commission (FCC) has mandated that digital tuners be incorporated
into all television sets greater than 13 inches and all television receiving equipment such as VCRs and DVD
players by July 1, 2007. Thus, television manufacturers may soon integrate into their products some of the
technology that also is available in our set-top products.

On Qctober 9, 2003, the FCC released rules for digital “plug and play” cable compatibility. The new
rules generally follow, with some modification, the technical, labeling and encoding rules originally set forth in a
December 19, 2002 Memorandum of Understanding (MOU) between various cable television and consumer
electronics companies. The MOU contained both voluntary and inter-industry agreements and a package of
regulatory proposals. The new rules will permit consumer electronics companies to manufacture television sets
or other consumer electronics products with “plug and play” functionality for one-way digital cable services,
including typical cable programming as well as premium services. Consumers with such television sets will need
to obtain a security card also known as a CableCARD to be inserted in the television set in order to receive such
cable services. In accordance with the FCC rules, we made available CableCARDs compatible with our Explorer
set-top products and our PowerKey® encryption and conditional access system before July 1, 2004.

Related to the FCC “plug and play” rules, companies in a variety of businesses, including cable
television, direct broadcast satellite, television and movie production, consumer electronics, retail, software
products, and communications technology products, have held a series of meetings with the objective of
establishing a standard for a two-way CableCARD. Such a device would enable consumers with compatible
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television sets or other consumer electronics products to receive services requiring two-way communications,
such as video-on-demand, subscription video-on-demand, and free on-demand services without a set-top.
Consumers with such television sets would need to obtain a two-way CableCARD to be inserted in the television
set or other consumer electronics equipment in order to receive such cable services. At this time, the FCC has not
established a completion date for this effort.

Other companies may have developed an alternative method of providing conditional access on cable
networks that proposes to encrypt only a portion of digital video stream. If this alternative conditional access
method proves to be technologically and commercially feasible, it may be adopted by our customers.

Our cable modem products and our products that transmit signals from the cable operator to the end-
user customer compete with products from a large number of companies.

QOur products that are used by operators to process and transmit entertainment, information, and
communications over their networks compete with products from a number of companies. These products
increasingly conform to standards widely adopted in the information technology and telecommunications
industries and, as a result, new competitors may enter the markets for these products.

In each of these current and future competitive scenarios, some of the competitors have significantly
greater resources, financial and otherwise, than we do. We believe that our ability to compete in the industry has
resulted from our marketing strategies, engineering skills, product features, product performance, ability to
provide post-purchase services, ability to provide quality products at competitive prices, and broad coverage of
the market by our sales personnel and the alternate channels of distribution we utilize.

Item 2, Properties

We own and lease office, manufacturing and warehouse facilities in the United States and in other
countries. Our principal locations are described below:

® At our Sugarloaf facility in Lawrenceville, Georgia, we own and lease approximately 582,000 square
feet of office space that houses our corporate headquarters, research and development facilities, and
sales and marketing facilities. In July 2004, we acquired the office space we had previously leased at our
Sugarloaf facility.

® At our factory in Juarez, Mexico, we own approximately 339,000 square feet of space where
approximately 90 percent of our in-house manufacturing is being performed.

® In El Paso, Texas, we lease approximately 151,000 square feet of warehouse space.

® In Kortrijk, Belgium, we own approximately 153,000 square feet of space that houses additional
research and development, sales and marketing, administrative and manufacturing facilities.

e In Kortrijk, Belgium, we also lease approximately 35,000 square feet of warehouse space where our
European Logistics Center is housed.

Given our significant international operations, our future sales and results of operations could be
adversely affected by a variety of political and economic factors in various geographic regions, including foreign
currency fluctuations, changes in a specific country’s or region’s political conditions or changes or continued
weakness in economic conditions, trade protection measures, import or export licensing requirements, the
overlap of different tax structures and unexpected changes in regulatory requirements.



Item 3. Legal Proceedings

From time to time, we are involved in litigation and legal proceedings incident to the ordinary course
of our business, such as personal injury claims, employment matters, environmental proceedings, contractual
disputes, securities litigation and intellectual property disputes. Included in the litigation or proceedings we
currently have pending are the following:

Adelphia Matters

Adelphia Communications Corporation (Adelphia) is one of Scientific-Atlanta’s customers. Adelphia
and several members of its former management are the subjects of civil and/or criminal charges brought by the
SEC and the Justice Department; two of Adelphia’s former senior executives were recently found guilty of
criminal charges. One aspect of the charges concerns Adelphia’s marketing support agreement with Scientific-
Atlanta and the manner in which Adelphia accounted for such arrangement. The SEC and the Justice Department
have subpoenaed records of Scientific-Atlanta, and the government has interviewed Scientific-Atlanta personnel
with respect to the Adelphia agreement. Scientific-Atlanta continues to cooperate in these investigations. There
can be no assurance as to the outcome of these investigations and their effects on Scientific-Atlanta.

We are a co-defendant in two individual actions and one putative class action pending in the U.S.
District Court for the Southern District of New York (03 MD 1529 (LLM)) that relate to, among other issues, the
marketing support agreement between Adelphia and Scientific-Atlanta. Motorola has also been named as a
defendant in these suits. The suits allege that Scientific-Atlanta should be liable to investors in Adelphia’s
securities based on the marketing support agreement and Adelphia’s accounting treatment for that arrangement.
These actions do not allege any impropriety as to our financial statements or statements made to our investors.
The damages sought in these actions are in an unspecified amount. In the individual suit brought by W.R. Huff
Asset Management Co., LLC. we were added as a co-defendant in January 2004. The Huff suit purports to be on
behalf of and as an investment advisor and attorney-in-fact for certain unnamed purchasers of debt securities
issued by Adelphia Communications Corporation and Arahova Communications Inc. The complaint names
certain of Adelphia’s underwriters, banks, auditors, law firms, and vendors. Scientific-Atlanta is alleged to have
violated Section 10(b) of the Securities Exchange Act of 1934 (“1934 Act”). Scientific-Atlanta filed a motion to
dismiss the Huff suit on March 8, 2004. We were also added as a co-defendant in December 2003 in an
individual action brought by Joseph and Evelyn Stocke who purportedly are purchasers of Adelphia
Communications Corporation common stock. The complaint names certain of Adelphia’s former officers and
directors, underwriters, banks, auditors, and vendors. Scientific-Atlanta is alleged to have violated Section 10(b)
of the 1934 Act and/or “aided and abetted” the common law fraud of Adelphia and its former management.
Scientific-Atlanta filed a motion to dismiss the Stocke suit on April 12, 2004. In July 2004, a putative securities
class action was filed by Argent Classic Convertible Arbitrage Fund L.P., et al. purportedly on behalf of investors
in securities of Adelphia Communications Corporation. The suit names Scientific-Atlanta and two of its officers,
and alleges that Scientific-Atlanta violated Section 10(b) of the 1934 Act and that the officers violated Section
20(a) of the 1934 Act. We will file a motion to dismiss the Argent suit.

Charter Matters

Charter Communications, Inc. (Charter) is one of Scientific-Atlanta’s major customers. Several
members of its former management are the subjects of criminal charges brought by the Justice Department. In
January 2003, the Justice Department subpoenaed records concerning Scientific-Atlanta’s marketing support and
advertising agreements with Charter. In February 2003, the SEC issued a similar subpoena concerning Charter.
The government has interviewed Scientific-Atlanta personnel with respect to the Charter agreements. In July
2003, a federal grand jury indicted certain former Charter officers. In July 2004, Charter settled all civil charges
brought by the SEC. Charter’s accounting for its advertising agreement with Scientific-Atlanta in calendar year
2000 is one aspect of the charges contained in the indictment and the recent SEC settlement. Scientific-Atlanta
continues to cooperate in these investigations. There can be no assurance as to the outcome of these
investigations and their effects on Scientific-Atlanta.
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We became a co-defendant on June 17, 2003 in previously-filed purported securities class actions
pending against Charter and certain of Charter’s present/former officers and directors in the U.S. District Court
of the Eastern District of Missouri. Plaintiffs in these cases seek to represent a putative class of investors in
Charter stock from November 8, 1999 to July 17, 2002, and allege various securities law violations by Charter
and its management. The consolidated complaint further alleges that certain commercial transactions between
Charter and Scientific-Atlanta relating to Charter’s purchase of digital set-top boxes and a marketing support
arrangement resulted in violations of the federal securities laws as to investors in Charter’s securities. The
consolidated complaint does not allege any impropriety as to our financial statements or statements made to our
investors. Plaintiffs are seeking to recover damages in an unspecified amount. Scientific-Atlanta filed a motion to
dismiss on September 9, 2003. On August 5, 2004, Charter announced that it had reached a tentative settlement
agreement with the plaintiffs in these cases, which must be approved by the court. This proposed settlement does
not include Scientific-Atlanta.

Class Action-Related Legal Proceedings

On July 24, 2001, a purported class action alleging violations of the federal securities laws by us and
certain of our officers was filed in the U.S. District Court for the Northern District of Georgia. After July 24,
2001, several actions with similar allegations were filed. A lead plaintiff and lead counsel were selected by the
court in December 2001, and a consolidated complaint was filed by the lead counsel in January 2002. The U.S.
District Court for the Northern District of Georgia denied on December 23, 2002 our motion to dismiss the
consolidated complaint. The District Court then certified for appeal to the Eleventh Circuit Court of Appeals an
issue related to its decision on the motion to dismiss. On June 22, 2004, the Eleventh Circuit affirmed the District
Court’s order denying our motion to dismiss and the case will now proceed in the District Court. Plaintiffs are
seeking to recover damages in an unspecified amount.

Paul Thompson, a shareholder, filed a putative shareholder’s derivative action purportedly on behalf

of Scientific-Atlanta in the Superior Court of Gwinnett County, Georgia, against certain directors and officers of

~Scientific-Atlanta in April 2002, which was not served on us or the other defendants. The complaint was

dismissed in June 2003, then re-filed in November 2003, and subsequently served on Scientific-Atlanta. This

action is based upon substantially the same facts alleged in the securities class action litigation filed in July 2001.

This plaintiff shareholder is seeking to recover damages in an unspecified amount. Scientific-Atlanta filed a
motion to dismiss on March 18, 2004.

On January 3, 2003, a purported class action alleging violations of the Employee Retirement Income
Security Act (ERISA) was filed in the U.S. District Court for the Northern District of Georgia. The action was
brought by Randolph Schaubs against Scientific-Atlanta, three of its officers, and certain directors and alleged
breaches of fiduciary obligations to participants in Scientific-Atlanta’s 401(k) plan, based on substantially the
same factual allegations as the class action described above. On November 10, 2003, the court granted plaintiff’s
motion to amend the complaint to remove all ERISA and class action claims and to convert the complaint into an
individual claim based on damages under the Georgia securities and fraud laws. The plaintiff seeks unspecified
equitable and monetary relief. Plaintiff filed his amended complaint on November 18, 2003 and defendants filed
a motion to dismiss on January 21, 2004. On August 6, 2004, the court ruled on the motion and dismissed
without prejudice the directors and one officer, as well as the common law fraud claim. The court denied the
remainder of the motion to dismiss.

Gemstar-Related Legal Proceedings

We have filed several lawsuits as plaintiff against Gemstar-TV Guide International, Inc. and
affiliated and/or related companies. Gemstar-TV Guide International, Inc. and/or its affiliated entities are referred
to hereafter as “Gemstar.”

Multi-District Proceedings

On December 3, 1998, we filed an action against Gemstar in the U.S. District Court for the Northern
District of Georgia (Atlanta). The suit alleges that Gemstar has violated federal antitrust laws and has misused
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certain patents. We seek damages, an injunction and a declaration that eight Gemstar patents related to interactive
program guides are invalid, unenforceable and not infringed by our products. On December 4, 1998, Gemstar
filed a responsive action against us in the U.S. District Court for the Central District of California alleging
infringement of two of the same patents involved in the Atlanta suit filed by us on December 3, 1998. The suit
asks for damages and injunctive relief.

We have been granted summary judgment of non-infringement of seven Gemstar patents challenged
in the Georgia action, U.S. Patent Nos. 5,508,815; 5,568,272; 4,751,578; 5,038,211; 5,293,357; 5,915,068 and
4,908,713. The parties have also filed a consent order to dismiss all claims of infringement and invalidity related
to the eighth Gemstar patent in this action, U.S. Patent No. 4,963,994.

On March 14, 2003, in the Atlanta antitrust action, Gemstar filed three motions for partial summary
judgment on three of our antitrust claims. The court granted these motions in March of 2004. Discovery on the
remaining issues of antitrust damages suffered by Scientific-Atlanta is currently scheduled to close in January
2005.

Scientific-Atlanta Patents Proceedings

On April 23, 1999, we filed a patent infringement action against Gemstar in U.S. District Court in
Atlanta. On July 23, 1999, we filed a patent infringement action against StarSight Telecast, Inc. (“StarSight”), a
subsidiary of Gemstar International Group Ltd., in the U.S. District Court in Atlanta. These suits allege that
Gemstar and StarSight infringe three Scientific-Atlanta patents, U.S. Patent Nos. 4,885,775, 4,991,011, and
5,477,262, relating to interactive program guides, and seek damages and injunctive relief. The court issued a
“Markman” order on April 8 2004 construing the claims of the Scientific-Atlanta patents. Discovery is
proceeding and is projected to close in early 2005.

International Trade Commission and Related Proceedings

On June 25, 1999, we filed an action against StarSight in the U.S. District Court in Atlanta, seeking a
declaratory judgment of invalidity and non-infringement of two StarSight patents, U.S. Patent Nos. 4,706,121
and 5,479,268, which StarSight asserts are related to interactive program guides. Thereafter, Gemstar sought to
assert claims under these same patents in an investigation by the International Trade Commission (ITC)
(described in more detail below). The District Court action involving these patents has now been stayed by
agreement of the parties, pending the outcome of Gemstar’s appeal of the Final Determination of the ITC.

On February 14, 2001, Gemstar initiated an investigation in the ITC under Section 337 of the Tariff
Act of 1930 against Scientific-Atlanta, Pioneer Corporation and related entities, Echostar Communications
Corporation and SCI Systems, Inc. (the “337 Action”). The investigation was based on Gemstar’s allegation that
certain imported set-top boxes, including those manufactured by Scientific-Atlanta in Mexico, infringe certain
Gemstar patents. Two of these patents have been in dispute between the parties in connection with the June 25,
1999 action in the federal court in Atlanta. Immediately prior to filing the 337 Action, Gemstar filed separate
actions against Scientific-Atlanta, Pioneer and Echostar in the federal court in Atlanta alleging infringement of
the patents asserted in the 337 Action not already raised in the 1999 action against StarSight. Scientific-Atlanta
moved to stay any proceedings in these actions pending the outcome of the 337 Action.

On June 21, 2002, the Administrative Law Judge in the ITC action issued an Initial Determination
finding in favor of Scientific-Atlanta as to non-infringement and unenforceability of Gemstar’s patents. The
Administrative Law Judge found that Scientific-Atlanta does not infringe the three Gemstar patents in suit; that
one of the three patents in suit is unenforceable for failure to name an inventor; and that Gemstar had engaged in
patent misuse rendering one of its patents unenforceable. On August 29, 2002, the full ITC concluded that there
is no violation of the Tariff Act of 1930 by Scientific-Atlanta. The ITC adopted the findings of the Initial
Determination that Scientific-Atlanta’s products do not infringe the patents in issue, but took no position on the
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issue of Gemstar’s patent misuse. On March 6, 2003, Gemstar appealed the decision of the ITC to the Court of
Appeals for the Federal Circuit. All briefs have been filed by all parties in the appeal and oral argument took
place on October 10, 2003.

In the cases involving our patents, we seek both damages and an injunction against the Gemstar
defendants’ deployment of infringing program guides. In the cases challenging the Gemstar defendants’ patents,
we seek an injunction against Gemstar’s enforcement of these patents. In those cases where Gemstar’s patents
are at issue, they have sought damages and injunctive relief against us for infringement of certain of those
patents. The party or parties prevailing on their patents in these actions could be entitled to damages measured
either as actual lost profits or as a reasonable royalty for the past sale of infringing interactive program guides,
and potentially a trebling of damages if the court determines that the losing party acted willfully. The prevailing
party also may be entitled to an injunction against the future sale of infringing interactive program guides.
Accordingly, an adverse judgment against either us or the Gemstar defendants could result in an injunction
against the future sale by us or the Gemstar defendants of infringing interactive program guides and could cause
the offending party to have to redesign its program guide to avoid infringement.

Personalized Media Communications Proceeding

On March 28, 2002, Personalized Media Communications, LLC (PMC) filed a patent infringement
action against Scientific-Atlanta in the U.S. District Court for the Northern District of Georgia. PMC seeks an
injunction and unspecified monetary damages. On August 5, 2002, we filed a motion to join Gemstar. The court
granted that motion and Gemstar was added to the case. Discovery is ongoing and a “Markman” hearing relating
to the PMC patents took place in February 2004.

We are a party to various other legal proceedings arising in the ordinary course of business. In
management’s opinion, the outcome of these other proceedings will not have a material adverse effect on our
financial position or results of operations.

Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of Scientific-Atlanta’s security holders during the last quarter of
its fiscal year ended July 2, 2004.

Item 4A. Executive Officers of Scientific-Atlanta

The following persons are the executive officers of Scientific-Atlanta:

Executive
Name i\g Officer Since  Present Office
James F. McDonald 64 1993 Chairman of the Board, President and Chief Executive Officer
H. Allen Ecker 68 1979 Executive Vice President A
J. Lawrence Bradner 53 1999 Senior Vice President; President, SciCare Broadband Services
Dwight B. Duke 52 1997 Senior Vice President; President, Transmission Network Systems
Julian W. Eidson 65 1978 Senior Vice President, Chief Financial Officer and Treasurer
Wallace G. Haislip 55 1998 ‘Senior Vice President, Finance and Operations
Michael P. Harney 49 2001 Senior Vice President; President, Subscriber Networks
Brian C. Koenig 57 1988 Senior Vice President, Human Resources
Robert C. Mclntyre 54 1999 Senior Vice President and Chief Technical Officer
Patrick M. Tylka 54 2000 Senior Vice President; President, Worldwide Sales
Michael C. Veysey 60 2003 Senior Vice President, General Counsel and Corporate Secretary
John A. Buckett 11 57 2002 Vice President, Corporate Development
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Each executive officer is elected annually and serves at the pleasure of the Board of Directors.

Mr. Veysey has served as Senior Vice President, General Counsel and Corporate Secretary of
Scientific-Atlanta since February 2003. From 1989 to 2001, he served as Senior Vice President, General Counsel
and Secretary of Gould Electronics Inc., a worldwide manufacturer of electronic materials and components,
where he served in various capacities in the law department from 1980 to 1988.

All other executive officers have been employed by Scientific-Atlanta in the same or substantially
similar capacities for more than five years. There are no family relationships among the executive officers.
Mr. Buckett also serves as a director of Interlink Electronics, Inc.

PARTH

Item 5.  Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities

The common stock, par value $0.50 per share, of Scientific-Atlanta is traded on the New York Stock
Exchange under the symbol “SFA.” As of August 27, 2004, the approximate number of holders of record of the
common stock was 5,272.

In 1976, Scientific-Atlanta commenced payment of quarterly cash dividends and intends to consider
the continued payment of dividends on a regular basis; however, the declaration of dividends is discretionary
with the Board of Directors, and there is no assurance regarding the payment of future dividends by Scientific-
Atlanta. During fiscal years 2003 and 2004, Scientific-Atlanta paid a quarterly cash dividend on its common
stock of $0.01 per share.

Information as to the high and low stock prices for each quarter of fiscal years 2004 and 2003

follows.
Fiscal Quarters

First Second Third Fourth
Fiscal Year 2004
High ..o $37.14 $37.45 $38.59 $36.50
LOW o $23.05 $25.85 $28.60 $30.50
Fiscal Year 2003
High ..o $16.19 $1520 $14.20 $25.26
Low ... o e ... $11.09 $10.10 $11.10 $13.39

Set forth in the table below is certain information about securities issuable under Scientific-Atlanta’s
equity compensation plans as of July 2, 2004,

Equity Compensation Plan Information

Number of securities
remaining available for
future issnance under
- equity compensation
Number of securities tobe ~ Weighted-average plans (excluding

issued upon exercise of exercise price of securities reflected in
Plan Category ’ outstanding options outstanding options column {(a)) -
(a) 0] ©
Equity compensation plans approved by
security holders .. ..................... 11,916,885 $32.93 9,188,084
Equity compensation plans not approved by
security holders .. ..................... 8,847,865 $37.06 1,290,200

Total ....... ... 20,764,750 $34.69 10,478,284
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Under the 1996 Stock Option Plan, options may be granted covering up to 15,000,000 shares of
common stock. Options are granted by the Human Resources and Compensation Committee of the Scientific-
Atlanta board of directors to key personnel for the purchase of the Scientific-Atlanta stock at the fair market
value of the shares on the dates of grant. Options granted under the 1996 Stock Option Plan vest in four equal,
annual installments beginning on the date of grant.

In February 2003, we announced a program to buy back up to 10,000,000 shares of our common
stock. As of July 2, 2004, there were 9,441,300 shares available that may yet be purchased under the
February 2003 stock repurchase plan. During fiscal year 2004, no purchases of our common stock were made by
or on behalf of Scientific-Atlanta.

Item 6.  Selected Financial Data
Selected Financial Data is set forth on page 21 of this Report.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s Discussion and Analysis of Financial Condition and Results of Operations are set
forth on pages 22 through 38 of this Report.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risks from changes in foreign exchange rates and have a process to
monitor and manage these risks. Scientific-Atlanta enters into foreign exchange forward contracts to hedge
certain forecasted transactions, firm commitments and assets denominated in currencies other than the U.S.
dollar. These contracts, which qualify as cash flow or fair value hedges, are designated as hedging instruments at
inception, are for periods consistent with the exposure being hedged and generally have maturities of one year or
less. Contracts are recorded at fair value. Changes in the fair value of derivatives are recorded in other
comprehensive income until the underlying transaction affects earnings for cash flow hedges and in Other
(income) expense for fair value hedges.

The effectiveness of the hedge is based