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Year vendedﬂOctober 31 o 2011 2012 2013
Operating Data:
Net sales $ 764,891 $ 897,347 $1,008,757
Operating income 1384314 163,294 183,590
Interest expense 142 2,432 3,717
Net income attributable to HEICO 72,8208 85,1479 102,396
Weighted average number of common shares outstanding:*
Basic 65,050 65,861 66,298
Diluted 66,408 66,624 66,982
Per Share Data: @
Net income per share attributable to HEICO shareholders:
Basic % 11286 ¢ 1.29% $ 1540
Diluted 11081 1.280 1531
Cash dividends per share % 069 .086 1816
Balance Sheet Data (as of October 31):
Total assets % $ 941,069 $1,192,846 $1,533,015
Total debt (including current portion) 40,158 131,820 377,515
Redeemable noncontrolling interests 65,430 67,166 59,218
Total shareholders' equity 620,154 719,759 723,235

{1) Results include the results of acquisitions from each respective effective date.
{2) All share and per share information has been adjusted retrospectively to reflect the 5-for-4 stock splits effected in October 2013 and April 2012 and 2011

{3) Operating income was reduced by a net aggregate of $3.8 million due to $5.0 million in impairment losses related to the write-down of certain mtangrbie assets
within the Electronic Technologies Group to their estimated fair values, partially offset by a $1.2 million reduction in the value of contingent consideration related
to a prior year acquisition. The impairment losses and the reduction in value of contingent consideration decreased net income attributable to HEICO by $2.4
million, or $.04 per basic and diluted share, in aggregate.

(4) Includes the aggregate tax benefit principally from state income apportionment updates and higher research and development tax credits recognized upon the
filing of HEICO's fiscal 2010 U.S. federal and state jax returns and amendments of certain prior year state tax returns as well as the benefit from an income tax
credit for qualified research and development activities for the last ten months of fiscal 2010 recognized in fiscal 20171 upan the retroactive extension in December
20710 of Section 41, “Credit for Increasing Research Activities,” of the Internal Revenue Code, which, net of expenses, increased net income attributable to HEICO by
$2.8 million, or $.04 per basic and diluted share, in aggregate.

(5) Includes the aggregate tax benefit principally from h;xgher research and development tax credits recognized upon the filing of HEICO's fiscal 2011 U.S. federal and state
tax returns during fiscal 2012, which, net of expenses, increased net income attributable to HEICO by approximately $.9 million, or $.01 per basic and diluted share.

(6) Includes the aggregate tax benefit from an income tax credit for qualified research and development activities for the last ten months of fiscal 2012 recognized in
fiscal 2013 upon the retroactive extension in January 2013 of Section 41 of the Internal Revenue Code and higher research and development tax credits recognized
upon the filing of HEICO's fiscal 2012 U.S. federal and state tax returns, which, net of expenses, increased net income attributable to HEICO by $1.8 million, or $.03
per basic and diluted share.

S B
0-LOGKING STATEMEN

Certain statements in this report constituté forward-looking statements, which are subject to risks, uncertainties and contingencies.
HEICO’s actual results may differ materially from those expressed in or implied by those forward-looking statements as a result of
factors including, but not limited to: lower demand for commercial air travel or airline fleet changes or airline purchasing decisions,
which could cause lower demand for our goods and services; product development or product specification costs and requirements,
which could cause an increase to our costs to complete contracts; governmental and regulatory demands, export policies and
restrictions, reductions in defense, space or homeland security spending by U.S. and/or foreign customers or competition from
existing and new competitors, which could reduce our sales; our ability to introduce new products and product pricing levels, which
could reduce our sales or sales growth; product development difficulties, which could increase our product development costs and
delay sales; our ability to make acquisitions and achieve operating synergies from acquired businesses, customer credit risk, interest
and income tax rates and economic conditions within and outside of the aviation, defense, space, medical, telecommunications
and electronics industries, which could negatively impact our costs and revenues; and defense budget cuts, which could reduce
our defense-related revenue. Parties receiving this material are encouraged to review all of HEICO's filings with the Securities and
Exchange Commission, including, but not fimited to filings on Form 10-K, Form 10-Q and Form 8-K. We undertake no obligation
to publicly update or revise any forward-looking statement, whether as a result of new information, future events or otherwise,
except to the extent required by applicable faw.
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VIESSAGE

Dear Fellow Shareholder:

S

B EICO Corporation experienced its fourth consecutive
year of record net income, operating income and sales

B results. For the fiscal year ended October 31, 2013, net
income increased 20% to a record $102.4 million, or $1.53 per
diluted share, up from $85.1 million or $1.28 per diluted share
for the fiscal year ended October 31, 2012,

Yet again, our remarkably talented Team Members turned
in these results by remaining devoted to our customers,
committed to unparalleled quality and by maintaining sensible
business practices. These Team Members led to the Flight
Support Group's 17% increases in both operating income and
sales. Most of the Flight Support Group’s increases resulted
from organic growth, while some came from acquisitions
completed in the latter half of fiscal 2012 and in fiscal 2013,

In our Electronic Technologies Group, our results withessed
a 7% operating income increase in fiscal 2013 and a 6% sales

increase, a majority of which came from a fiscal 2013 acquisition

and the balance was contributed by organic growth.

Our successes were not limited to sales and income growth,
importantly, as new products and existing products evolution
contributed to growth along with customer additions - - either
through adding entirely new customers or expanding our
penetration at existing customers.,

Other exciting events at HEICO in fiscal 2013 included the
Flight Support Group's third quarter acquisition of composite
aerospace component manufacturer Reinhold Industries, Inc.
and the Electronic Technologies Group’s fiscal fourth quarter
acquisition of Lucix Corporation, a leading supplier of niche
satellite electronic components.

Keeping our focus on long-term strength, we, once again,
extended our revolving credit facility's maturity date by an
additional year to December 2018 and we increased the potential
availability under that facility to $1 billion dollars, with $800
million of that being fully committed by our lenders at the time
of execution. The additional borrowing capacity and duration
of the loan are helpful in our highly successful and continuing
acquisition strategy.

In returning capital to shareholders, HEICO completed a
5-for-4 stock-split in October 2013, which was the Company's
14th stock-split or stock dividend since 1995 and, in December
2013, the Board of Directors declared combined cash dividends
of $.41 per share payable on both tlasses of our common stock
on January 17, 2014, This consisted of a special and extraordi-
nary cash dividend of $.35 per share and a regular semi-annual
cash dividend of $.06 per share, which represented a 7% increase
over the prior semi-annual regular dividend per share amount,
This followed special and regular dividends aggregating $1.76
(split-adjusted) per share paid in the first quarter of fiscal 2013,

Given the strengths of our markets, our people and our
businesses, along with acquisition possibilities, we believe fiscal
2014 will, again, see HEICO Corporation grow. We talk about
some of the reasons for that expected growth in the Questions
and Answers section which follows.

Our great thanks goes to our Team Members, customers,
shareholders and our Board of Directors for their unwavering
confidence and support.

Sincerely,

Laurans A, Mendelson
Chairman & Chief Executive Officer

(@iﬁm\ Lot

Eric A. Mendelson
Co-President

Victor H. Mendelson
Co-President
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NUMBER OF REVENUE PASSENGERS KILOMETERS (RPKs)

TRAVELED BY AIRLINE PASSENGERS WORLDWIDE FOR THE TWELVE
MONTH PERIOD ENDED NOVEMBER 30TH OF EACH YEAR SHOWN,

More passengers ron through airports.

Commercial gir travel reached record levels - -
yet again - - in 2013 with an estimated more
than 8 trillion Revenue Possenger Kilometers
flown worldwide in the twelve months
ended November 30th. Air travel is the onfy
rapid, efficient and cost effective method of
transporting people over long distances.

B EICO's commercial aviation breadth expanded again in
2013. In all of the markets we serve - - the parts after-
. market, accessory component repair business and new
aircraft production - - HEICO's commercial aviation businesses
added capabilities to better serve our customers.

Our FAA-approved commercial aircraft alternative replacement
parts companies continued developing new parts using innovative
methods to deliver our best-in-class cost saving opportunities to
the world's aircraft operators. Airlines saved record amounts using
our high~quality parts which have become the industry standard.
Meanwhile, HEICO's aircraft accessory component repair and
overhaul operations maintained their market-leading advantages
with numerous new and proprietary repair processes known as
Designated Engineering Representative, or DER, repairs designed
to bring affordability and process speed to our global airline
customers. These activities are conducted at six FAA-licensed
facilities located throughout the United States where HEICO's
creative and committed Team Members successfully strive to

serve our customers,

HEICO CORPORATION




2013 also saw our continued expansion to serve new aircraft
production markets. With the acquisition of Reinhold Industries,
Inc. in May 2013, we commenced offering crucial and innovative
interior subcomponents to a rapidly growing market. These
subcomponents help reduce aircraft weight, thereby reducing fuel
consumption and increasing aircraft efficiency.

The HEICO Distribution Group experienced another banner
year with record sales and new customer penetration. The
incredibly capable leadership and Team Members in this group
have led their companies to market prominence and a sterling

reputation for quality, service and dependability.

HEICO's new Reinhold Industries subsidiary develops and supplies the inside “seat-
back” portion of aircraft seats (pictured on the left) with an innovative product made
with carbon fibers, thereby reducing aircraft operation costs. In addition, Reinhold
also supplies other compuosite aerospace components and some commercial aircraft
metol f;@t?ng parts.
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anufacturing and production

operations are a critical part of

HEICO's success. Using both
internal capabilities and external suppliers, our
businesses have over 100,000 different part
numbers which they offer to customers and
which must be produced with great accuracy,
speed and affordability. This requires a healthy
mix of talent, investment and common sense
in order to meet our customers’ needs in a
flexible way that allows HEICO a reasonable
return on our investments.

We accomplish this by intimately understanding our products and not by
merely following the most common prattices or by adopting the latest fad.
Of course, the key to our production success, lies in our world-class production
Team Members whose achievements make us proud every day.

Research and Development are HEICO's lifeblood activities. Having brilliant,
dedicated and pragmatic engineers is paramount to our efforts and we are
proud to have the best team in our industry. This team creates innovative
solutions for our customers every day through endless cotlaborative efforts.
While HEICO invests in advanced equipment to assist our research and
development Team Members, we know their

efforts enable our results.

This FAA-approved aircraft engine part'was re-engineered'byv
HEICO's Parts Group and is sold to commercial airlines worldwide.

:% HEICO CORPORATION
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HEILO's Flight Support Group maintains
substantiol machining and milling copabilities
ut its various opéerations, such as the capability
shown in the above photo from the Compuny’s
Hollywood, FL facility. Here, a Tearn Member
conducts an intricate machining operation on

u farge casting.
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HEICO's subsidiaries produce o ;:zie array of components for defense
 opplications, includin, the F-35 Raptor gircraft showr above.

erving customers with mission-critical and high-reliability components is the

basis for HEICO's extensive space and defense operations,

Our space capabilities provide critical microwave and other electrical components for
satellites and other spacecraft which are used in navigation, communications, broadcasting,
scientific and defense applications covering the globe from space. Our components must
operate in the harshest of all possible environments where they can't be "recalled” for repair.
HEICO companies have developed an international reputation for innovation and excellence in
this demanding market segment. We grew, again, in space in 2013 both organically with new
product introductions and through our notable acquisition of Lucix Cotporation.

HEICO's defense operations provide a wide array of electronic, electro-optical, composite
and metal structural components for applications such as aircraft, missiles, missile defense
systemns, targeting systems, radar, electronic warfare, space and a variety of shipboard,
vehicular and handheld devices. Our critical subcomponents are usually necessary for the
operation of full systems or platforms and are typically developed or enhanced by a deep
bench of very talented engineers and other HEICO professionals, HEICO remains committed

to the defense markets and will continue its highly specialized approach in them,

EICO CORPORATION

HEICO's defense components
include many efectronic ports, as
well as mechanical components,
such as the parts shown here.
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CORPORATION

Working in cooperation with
medical equipment compuany Sorin,
the Company’s 3D Plus subsidiary hus
worled to develop the core of a unique
and miniaturized heuart pocemaker.
Though only in the experimental phase
and unlikely to produce meaningful
revenue for 3D Plus for several

years, this is an example of HEICO's
forward-thinking mentality.

%§ . A\ﬁ g\x@m& §}i
W %;;«g - § szg\s
b 7 & &
b 4 b

L . |

o

%
P

EICO has always been about serving niche markets and we view this as

the best way to continue growing. Frequently, we start with a small idea

to serve a very small market segment, which then expands along with our
product range. This requires constant focus upon very specific customer needs
and requests. HEICO subsidiaries are willing to produce very unique items in very
small quantities to ensure that our custorners know they can rely on us in the most

demanding applications.
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HEICO /' FLIGHT SUPPORT GROUP
FACILITIES . ELECTRONIC TECHNOLOGIES GROUP

WORLDWIDE @ SALESANDOTHER
Approximate L § :
Figures ' \‘

EICO has a global footprint. With subsidiaries and facilities in the United States,

Asia, Canada, Europe and India, we provide products‘through dedicated sales,

manufacturing and engineering Team Members around the globe. As aircraft
are the most mobile of all items produced anywhere, our global operations are critical to

supporting the worldwide aircraft and aerospace network.
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HEICO CORPORATIO

DIARIES

H

i
™

{in thousands, except per share data)

Year ended October 31, 2013 2012 2011 2010 2009
Operating Data:
Net sales $1,008,757 $ 897,347 $ 764,891 % 617,020
Gross profit 371,181 327,436 274,407 222,347
Selling, general and administrative expenses 187,591 164,142 136,010 113,174
Operating income 183,590 163,294 138,431 109,1737
Interest expense 717 2432 142 508
Other income 884 313 64 390
Net income attributable to HEICO 1023969 85,1474 72,820 54,938"
Weighted average number of common
outstanding®
Basic 66,298 65,861 65,050 64,126 63,977
Dituted 656,982 66,624 66,408 65,859 65,977
Per Share Data: @
Net income per share attributable to HEICO
shareholders:
Ba $ 1299 ¢ $ 867 % J0W
Diluted 1.28 831 68E
Cash dividends per shar 086 055 049

Balance Sheet Data {as of October 31):

Cash and cash equivalents 21,457 $ 17,500 $ 6543 $

Total assets 1,192,846 941,089 781,643
Totat debt {incdluding current portion) 131,820 40,158 14,221
Redeemable noncortrolling interests 67,166 65,430 55,048

Total shareholders’ equity 719,759

20,154 554,826 490,658

(1) Results include the results of acquisitions from sach rel
information,
(2} All share

ective effective date. See Note 2, Actuisitions, of the Notes to Consolidated Financial Statements for more

and per share information has been adjusted ;etmsp( vely to reflect the 5-for-4 stock s plxts ef 10.

kzctec* in October 2013 and Apm 2012, 2011 and 20

Code, "Cradit for increasing Researc
U ‘m federal and state tax returns, which, net of expens

lopment tax credits recognized upon the fi
O by $1.8 million, or $.03 p—er basic ard dilul

(4} Includes the Wi,f’&gdm te

3 niflion m r\pdwmom I
3 mas. S

invalue of W: gmt (onsmeratxon were re Qrsﬁd
amillion were recorded as a component of cost of g

o ati*mmabto to HE: Dby

aggregate tax benefit principall
n state tax returns
es f’\r h

e was reduced by
ues. The impairment
$.9 million, or $.01 per basic

gibk assets within the £
d decreased net income attributs

i
».d hab Ixt\, ?or unre royrw%md
2 tmi"nm, or ‘:» 0_7 per basic and diluted share,




HEICO CORPORATION AND SUBSIDIARIES

MANAGEMENT'S DI | AND ANALYSIS OF
mmm 1AL éif{f}&?ﬁii%i“ﬁﬁw i«’%%‘xﬁiﬂi RESULTS OF OPERATIONS

Owverview

i

znts, the Flight Support Group ("FSG") and the Electronic Technologies

Our business is comprised of two operating segmg
Group ("ETG").

The Flight Support Group consists of HEICO Aerospace Holdings Qrp {"HEICO Aerospace”}, which is 80% owned, and HEICO
Flight Support Corp., which is wholly owned, aﬂd their collective subsidiaries, which primarily:

» Designs, Manufactures, Repairs, Overhauls and Distributes Jet Eﬁgi”)" and Aircraft Component Repiacement Parts. The Flight Support
Group designs, manufactures, repairs, overhauls and distributes jet engine and aircraft component replacement parts. The
parts and services are approved by the Federal Aviation Administration {"FAA"). The Flight Support Group also manufactu:‘%g
and sells specialty parts as a subcontyactor for aerospace and indus mai original equipment manufacturers and the United
States government. Additionally, the Flight Support Group is a ing supplier, distributor, and integrator of mili Jia "y al mjt
parts and support services primarily to foreign military organizations allied with the United States and a leading s manufacturer
of advanced niche components and complex composite assemblies for commercial aviation, defense and space applications.

The Electronic Technologies Group congists of HEICO Electronic Technologies Corp. ("HEICO Electronic”) and its subsidiaries,
which primarily:
Designs and Manufactures Electronic, Microwave and Electro-Optical Equipment, High-Speed Interface Products, High Voltage
Interconnection Devices and High Voltage Advanced Power Electronics. The Electronic Technologies Group designs, manufactures
and sells various types of electronic, microwave and electro-optical equipment and components, including power supplies,
laser rangefinder receivers, infrared simulation, calibration and testing equipment; power conversion products serving the
high-refiability military, space and commercial avionics end-markets; underwater locator beacons used to locate data and voice
recorders utilized on aircraft and marine vessels; electromagnetic interference shielding for commercial and military aircraft
aperators, traveling wave tube amplifiers and microwave power modules used in radar, electronic warfare, on-board jamming
and countermeasure systems, electronics companies and telecommunication equipment suppliers; advanced hig fh technology
interface products that link devices sych as telemetry receivers, digit ni cameras, high resolution scanners, simulation systems
and test systems to computers; high voltage energy generators interconnection devices, cable assemblies and wire for the
medical equipment, defense and other industrial markets; high frequency power delivery systems for the commercial sign
ndustry; high voltage power supplies found in satellite communications, CT scanners and in medical and industrial x-ray
systems; three-dimensional microelectronic and stacked mermory products that are principally integrated into larger subsys-
tems equipping satellites and spacecraft; harsh environment connectivity products and custom molded cable assernblies; RE
and microwave amplifiers, transmitters and receivers used to support military communications on unmanned aerial systems,
other aircraft, helicopters and ground-based data/communications systems, wireless cabin control systems, solid state power
distribution and management systems and fuel level sensing systerns for business jets and for general aviation, as well as for
the military/defense market and microwave modules, units and integrated sub-systems for commercial and military satellites,

Our results of operations during each of the past three fiscal years have been affected by a number of transactions. This
discussion of our financial condition and results of operations should be read in conjunction with the Consolidated Financial State-
ments and Notes thereto included herein. All applicable share and per share information has been adjusted retrospectively to reflect
the Sv-fv-a stock splits effected in Ortubsﬁr 2013, April 2012 and April 2011, See Note 1, Surnmary of Significant Accounting Policies
~ Stock Splits, of the Notes to Consolidated Financial Staterments for additional information regarding these stock splits. For further
information regarding the acqu;mho s discussed below, see Note 2, Acquisitions, of the Notes to Consolidated Financial Statements.
Acquisitions are included in our results of operations from the effective dates of acquisition.

In October 2013, we acquirez}, through HEICO Electronic, all of the outstanding stock of Lucix Corporation {("Lucix”} in a transac-
tion carried out by means of a merges % is a leading designer and ﬂquaa turer of high performance, high reliability microwave
maodules, units, and integrated sub-systems for commercial and mili itary satelfites,

On May 31, 2013, we acquired, through HEICO Flight Supp@*f Corp., Reinhold Industries, Inc. ("Reinhold”) through the acquisition
of all of the outstanding stock of Reinhol h parent company in a transaction carried out | o\; means of a merger. Reinhold is a i zz;
manufacturer of advanced niche components and complex composite assemblies for commercial aviation, defense and space
applications,

In October 2012, we acquired, through HEICO Flight Support Corp., 80.1% of the assets and assumed certain liabilities of Action
Research Corporation ("Action Research”}. Action Research is an rm-\#&pproved Repair Station that has developed unigue proprietary
repairs that extend the lives of certain engine and airframe components, The remaining 19.9% interest continues to be owned by an
existing member of Action Research’s management team. The purchase price of this acquisition was paid using cash provided by
operating activities.

In August 2012, we acquired, through HEICO Flight Support Corp., 84'% of the assets and assurmed certain liabilities of (5
Rerospace, inc. ("CSt Aerospace”). (Sl Aerospace is a leading repair and overhaut provider of specialized x‘Q{"‘i}‘j()ﬂmﬂ'C for airlin
military and other aerospace related organizations. The remaining 16% interest continues to be owned b y certain members o f ES%
Aerospace’s management team.

%&) HEICO CORPORATION



in April 2012, we acquired, through HEICO Electronic, certain aerospace assets of Moritz Aerospace, Inc. ("Moritz Aerospace”) in
an aerospace product fine acquisition. The Moritz Aerospace product line designs and manufactures next generation wireless cabin
control systems, solid state power distribution and ranagement systems and fuel level sensing systems for business jets and for
general aviation, as well as for the military/defense market segrments. The purchase price of this acquisition was paid using cash
provided by operating activities,

In March 2012, we acquired, through HEICO Electronic, the business and substantially all of the assets of Ramona Research,
Inc, {"Rarnona Research”). Ramoena Research designs and manufactures RF and microwave amplifiers, transmitters and recejvers
primarily used to support military communications on unmanned aerial systems, other aircraft, helicopters and ground-based data/
communications systems.

On November 22, 20711, we acquired, through HEICO H@c*«mm ic, Switcheraft, Inc. ("Switcheraft”) through the purchase of all
of the stock of Switchcraft's parent company, Switcheraft Holdeo, Inc. Switcheraft is a leading designer and manufacturer of high
performance, high reliability and harsh environment electronic connectors and other interconnect products,

R

in September 2011, we acquired, thr "owg: HEICO Electroni C, all of the outstanding capital stock of 3D Plus SA (“3D Plus”). 30 Plus
is aleading designer and manufacturer of three-dimensional mi o%)mtmn ¢ and stacked memory products used predominately in
satelfites and also utilized in medical equipment.

In December 2010, we acquired, through HEICO Aerospace, 80.1% of the assets and assumed certain liabilities of Blue Aerospace
LLC {"Blue Aerospace”). Blue Aerospace is a supplier, distributor, and integrator of military aircraft parts and support services primarily
to foreign military organizations allied with the United States. The remaining 19.9% interest continues to be owned by certain
members of Blue Aerospace’s management tearm,

Unless otherwise noted, the purchase price of Nmih of the above referenced acquisitions was paid in cash principally using
proceeds from our revolving credit facility. The aggregate cost paid in cash for acqui s, including additional purchase consider-
ation payments, was $222.6 million, $197.3 million and $94.7 million in fiscal 2013 2 and 2011, respectively.

in February 2011, we acquired, throu gh HEICO Aerospace, an additional 8% equity interest in one of sur subsidiaries, which
increased our rmméfe:hap interest to 80%. In February 2012, we acquir eaﬁ an additional 6.7% equity interest in the subsidiary, wm?z

\4

increased our ownership interest to 86.7%. In December 2012, we acquired the remaining 13.3% equity interest in the s

Critical Accounting Policies

We believe that the following are our most critical accounting policies, some of which require management to make judgments
about matters that are inherently uncertain,

Revenue Recognition

Revenue from the sale of products and the rendering of services is recognized when t stie and risk of loss passes to the customer,
which is generally at the time of shipment. Revenue from certain fixed price contracts for which costs can be dependably estimated is
recognized on the percentage-of-completion method, measured by the percentage of costs incurred to date to estimated total costs
for each contract. This method is used because management considers costs incurred to be the best available measure of progress
o these contracts. Variations in actual labor performance, changes to estimated profitability and final contract settlements may

esult in revisions to cost estimates. Revisions in cost estimates as contracts progress have the effect of increasing or decreasing
profits in the period of revision. Provisions for estimated losses on uncompleted contracts are made in the period in which such
losses are metermmeu The percentage of our net sales recognized under the percentage-of-completion method was approximately
1% ir 2013, 2012 and 2011, Changes in estimates pertaining m percentage-of-completion contracts did not have a material or
significant @f‘ec* on net income or net income per share in fiscal 2013, 2012 or 20171,

dependably estimated, revenue is recognized on the completed-contract
method. A contract is considered complete when all ificart costs have been incurred or the item has been accepted by the
customer. Progress billings and customer advances received on fixed price contracts accounted for under the completed-contract
method are classified as a reduction to cos t ract costs that are included in inventories, if any, and any remaining amount is included in
accrued expenses and other current Habilities.

it

For fixed price contracts in which costs cannot be

Valuation of Accounts Receivable

The valuation of accounts receivable requires that we set up an allowance for estimated uncollectible accounts and record a
corresponding charge to bad debt expense. We estirate uncollectible receivables based on such factors as our prior experience, our
appraisal of a customer’s ability to pay, age of receivables outstanding and economic conditions within and outside of the aviation,
defense, space, medical, telecommunications and electronics industries, Actual bad debt expense could differ from estimates made.

Valuation of Inventory

Cor market, with cost being determined on the first-in, first-out or the average cost basis,
riod when nt‘@m:fred

‘m/en ory is stated at the lower of
Losses, if any, are recognized fully in the pe
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Results of Operations
The following table sets forth the results of our operations, net sales and operating income by segment and the percentage of
net sales represented by the respective iterns in our Consolidated Staternents of Operations {in thousands):

Year ended October 31, 2013 2012 2011
Net sales $ 1,008,757 $ 897,347 $ 764,897
Cost of sales 537,576 569,971 490,450
‘ al and administrative expenses 187,591 164,142 136,010
erating costs and expenses 825,167 734,053 626,460
Operating income $ 183,590 % 163,294 % 138,431
Net sales by segment:
Flight Support Group % 565,148 $ 570,325 $ 539,563
Electronic Technologies Group 350,033 331,598 227,771
Intersegment sales (6,424) {4,576) (2,443)
$ 1,008,757 $ 897,347 % 764,891
Operating incorne by segment:
Flight Support Group $ 122058 $ 103,943 $ 95,007
Electronic Technologies Group 83,063 77438 59,465
Other, primarily corporate {21,531} {18,087) (16,035)
¢ 183,590 $ 163,294 $ 138,431
Net sal 100.0% 100.0% 100.0%
5 36.8% 36.5% 35,99
18.6% 18.3%
18.2% 18.2%
Interest expense 4% 3%
Other income 1% ey
Income tax expense 5.6% 6.1%
Net income attributable to noncontrolling interests 2.2% 2.4%
Net income attributable to HEICO 10.2% 9.5%
Comparison of Fiscal 2013 to Fiscal 2012
Net Sales

Our net sales in fiscal 2013 increased by 12% to a record $1,008.8 million, as compared to net sales of $897.3 million in fiscal
2012, The increase in net sales reflects an increase of $94.8 million {a 17% increase) to a record $665.1 million within the FSG as well
as an increase of $18.4 million {a 6% increase) to a record $350.0 million within the ETG. The net sales increase in the FSG reflects
organic growth of approximately 9% as well as additional net sales of $42.3 million from the fiscal 2013 and 2012 acquisitions. The
organic growth in the FSG principally reflects an increase in net sales from new product offerings and improving market conditions
resulting in a $40.7 million increase in net sales within our aftermarket replacement parts and repair and overhaul services product
fines and an $11.8 million increase in net sales within our specialty products lines. The net sales increase in the ETG reflects organic
growth of approximately 3% as well as additional net sales of $8.0 million from fiscal 2013 and 2012 acquisitions. The organic growth

the ETG principally reflects increased demand for certain space and aerospace products resulting in 2 $12.2 million and $3.3 million
increase in net sales from these product lines, respectively, partially offset by a decrease in demand for certain of our defense and
medical products resulting in a $3.1 million and $1.9 million decrease in net sales from these product lines, respectively. Sales price
changes were not a significant contributing factor to the F5G and ETG net sales growth for fiscal 2013,

§
it

Our net sales in fiscal 2013 and 2012 by market approximated 54% and 53%, respectively, from the commercial aviation industry,
26% and 26%, respectively, from the defense and space industries, and 20% and 21%, respectively, from other industrial markets
including medical, electronics and telecornmunications.

Gross Profit and Operating Expenses

Qur consolidated gross profit margin increased to 36.8% in fiscal 2013 as compared to 36.5% in fiscal 2012, principally reflecting a
1T4% and 1% increase in the ETG's and FSG's gross profit margin, respectively. The increase in the ETG's gross profit margin is principally
attributed to increased net sales and a more favorable product mix for certain of our space products partially offset by lower net sales
and a less favorable product mix for certain of our defense products. Total new product research and development expenses included
within our consolidated cost of sales increased to $32.9 million in fiscal 2013 compared to $30.4 million in fiscal 2012
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income Tax Expense

Our effective tax rate in fiscal 2013 decreased to 31.1% from 33.8% in fiscal 2012, The decrease is partially due to an income tax
credit for qualified research and development activities for the last ten months of hgc:ﬂ 2012 that was recognized in the first quarter
of fiscal 2013 pursuant to the retroactive extension of Section 41 of the internal Revenue Code, "Credit for Increasing Res search
\ctivities) fm ;&ntmw m"s m cover a two-year period from January 1, 2012 to December 31, 2013, The decrease in the effective tax
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Outlook

As we look ahead to fiscal 2014, we anticipate continued organic growth within our product lines that serve the commercial
aviation markets. We expect overall organic growth within the Electronic Technologies Group reflecting higher demand for the
majority of our products moderated by fower demand for certain of our defense products attributable to continued uncertainty
r@garc%ii‘gf the United States of America budget cuts. During fiscal 2074, we will continue our focus on developing new products and
services, further market penetration, additional acquisition opportunities and maintaining our financial strength. Overall, we are
targeting gmwt}“ in fiscal 2014 full year net sales and net income over fiscal 2013 levels,

Comparison of Fiscal 2012 to Fiscal 2011

Net Sales

Our net sales in fiscal 2012 increased by 17% to a record $897.3 mil
The increase in net sales reflects an increase of $103.8 million {a 46% incre:
as well as an increase of $30.8 million (& 6% increase) to a record $570.3 million in net sales within the FSG. The net sales increase in
the ETG reflects additional net sales of approximately $87.4 million from the acquisitions of 3D Plus in September 2011, Switcheraft
in November 2011, Ramona Research in March 2012 and Moritz Aerospace in April 2012, as well as organic growth of approximately
7%, The organic growth in the ETG principally reflects an increase in dernmand and market penetration for certain defense, space,
electronic, aerospace and medical products, resulting in a $6.2 million, $3.5 miltion, $2.6 million, $2.1 million and $1.8 million increase
in net sales from these product lines, respectively. The net sales increase in the FSG reflects organic growth of approximately 4%, as
well as additional net sales of approximately $9.1 million from the acquisitions of Blue Aerospace in December 2010, CS1 Aerospace
in August 2012 and Action Research in October 2012, The FSG's organic growth reflects increased market penetration from both
new and existing product offerings for certain of the FSG's aerospace products and services resulting in an increase of $11.3 million
in net sales of which approximately 70% and 30% were attributed to the aftermarket replacement parts product lines and repair
and overhaul services product lines, respectively. M{ tionally, the organic growth in the FSG reflects an increase of $10.3 million |
net sales within our specialty product lines primarily attributed to the sales of industrial products used in heavy-duty and off- Qad
vehicles as a result of increased market penetration. Sales price changes were not a significant contributing factor to the ETG and FSG
net sales growth in fiscal 2012,

compared to net sales of $764.9 million in fiscal 201
se) to a record $331.6 million in net sales within me ETC

Our net sales In fiscal 2012 and 2011 by market approxirmated 53% and 60%, respectively, from the commerdial aviation industry,
26% and 24%, respectively, from the defense and space industries, and 21% and 16%, respectively, from other industrial markets
including medical, electronics and telecommunications

Gross Profit and Operoting Expenses

Our consolidated gross profit margin improved to 36.5% in fiscal 2012 as compared to 35.9% in fiscal 2011, principally reflecting
a. 7% increase in the FSG's gross profit margin, partially offset by a 2.5% decrease in the ETG's g: oss profit margin. The increase in the
FSG's gross profit margin is primarily attributed to the previously mentioned increased sales of higher gross profit margin products
within our aftermarket replacernent parts and repair and overhaul services product lines. The decrease in the ETG's gross profit
margin principally reflects a 1.9% impact from lower gross profit margins realized by Switchcraft and 3D Plus in fiscal 2012, The lower
gross profit margins realized by these acquired businesses are principally attributed to amortization expense of certain acquired
intangible assets and inventory purchase accounting adjustrents aggregating approximately $4.0 million. Additionally, the decrease
in the ETG's gross profit margin reflects a lower margin product mix of certain of our defense, space and medical products in fiscal
2012, Total new product research and development expenses included within our consolidated cost of sales increased from approx-
imately $25.4 million in fiscal 2011 to approximately $30.4 million in fiscal 2012, principally to further enhance growth opportunities
and market penetration,

SGRA expenses were $164.71 million and $136.0 million in fiscal 2012 and 2011, respectively. The increase in SGRA expenses
reflects an increase of $17.7 million in general and admini gtrat ve i‘xpe 1ses and $10.4 million in selling expenses, of which $16.3
rmillion in general and administrative expenses and $7.6 million in selling expenses were attributed to the acquired businesses, SG&A

expenses as a percentage of net sales increased from 17.8% in é&s‘ al 2011 to 18.3% in fiscal 2012 principaily reflecting an increase in
amortization expense of intangible assets from the amuired businesses,
Operating Income

Operating income for fiscal 2012 increased by 18% to a record $163.3 million as compared to operating income of $138.4
million for fiscal 2011, The increase in operating incorne reflects an 3?1&3 0 million increase {(a 30% increase) to a record $77.4 million
in operating income of the TG for fiscal 2012, up from $59.5 million in fiscal 2011 and an $8.9 million increase (a 9% increase) in
operating incorne of the F5G to a record $103.9 million for fiscal 2012, up from $95.0 million for fiscal 2011, partially offset by a $2.0
million increase in carporate expenses. The increase in the operating incore of the ETG is principally due to the acquired businesses
and the previously mentioned increased sales volumes. The increase in the operating income of the FSG principally reflects the
previously mentioned increased sales volumes and improved gross profit margin.
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Other Income

Oither incorme in fiscal 2012 and 2011 was not material.

Income Tax Expense

The Cor T}p&m/ s effactive tax rate increased to 33.8% for fiscal 2012 from 31.0% for fiscal 2011, The change in the effective tax
rate is primarily attribu r»dm rhe retroactive extension of Section 41 of the internal Revenue Code, "Credit for Increasing Research
Activities,” to cover the period from Janu ur\; 1, 207 O to Decemnber 32“3, 2011, which resulted in the recognition of an income tax credit
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Net Income Attributable to Noncontrolling Intergsts

ne attributable to noncontrolling interests relates 0% noncontrolling interest held by Lufthansa Technik AG in
srospace and the ma{:aﬁtrois ng i meumraﬁ weld by others in certain subsidiaries of the FSG and ETG. Netincome attri ibutable
to noncontrolling interests was $21.5 million in fiscal 2012 compared to $22.6 million in fiscal 2071, The decrease in fiscal 2012
principatly reflects our pure of certain noncontrolling interests during fiscal 2011 and 2012 resulting in fower allocations of net
incorne to noncontrolling interests, Additionally, the decrease is attributed to lower earnings of certain TG and FSG subsidiaries,

partially offset by higher earnings of the FSG in which the 20% noncontrolling interest is held.

Net income Attributable fo HEICG

Net income attributable to HEICO
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Liguidity and Capital Resources

Cur capitalization was as follows (in thousands).

As of October 31, 2012
Cash and cash equivalents $ $ 0 21451
Total debt (including current portion) 131,820
Shareholders’ equity C

851,579
15%

Total capitalization {debt plus equity)
Total debt to total capitalization
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Recent Developments

On Novemnber 22, 2013, we entered into arramendment to extend the 1 ﬁaturi’t‘y‘ date of our revolving credit facility by one year
to December 2018 and to increase the aggregate principal amount to $800 million furthe\ rmore, the amendment includes a feature
that will allow us to increase the aggregate principal armount by an additional :&2@73 . at our option, to become a $1.0 billion
facility through increased commitrments from existing lenders or the addition of new @?}{i@!%,

As of Decernber 17, 2013, we had approximately $431 million of unused availability under the terms of our revolving credit
facility. Based on our current outlook, we believe that our net cash provided by operating activities and available borrowings under
our revolving credit facility will be sufficient to fund cash requirements for at feast the next twelve months.

Operating Activities

B

Net cash provided by operating activities was $131.8 million in fiscal 2013 and consisted primarily of net income from
consolidated operations of $124.6 million and ¢ ﬁpr«aﬁ”at‘m amj amortization of $36.8 million {a non-cash item), partially offset by an
increase in working capital {current assets minus current fi es) of $30.9 million. The increase in working capital was principally
attributed to increases in accounts receivable and inventor \z as a result of net sales growth during the period. Net cash provided by
operating activities decreased by $6.7 million in fiscal 2013 from $1 ﬁ@.t; million in fiscal 2012, The decrease in cash provided by
operating activities is principally attributed to a $27.8 million increase in working capital reflecting increases in accounts recelvable of
$10.8 million and inventories of $7.4 million as a result of net sales growth, a $9.0 million decrease in income taxes payable due to
the timing of estimated payments and a $3.0 million increase in our deferred tax benefit, partially offset by a $17.9 miltion and $6.1
million increase in net income from consolidated operations and depreciation and amortization, respectively.

Net cash provided by operating activities was $138.6 million for fiscal 2012, principally reflecting net income from consolidated
op@mtzor 15 of $106.7 million, depreciation and amortization of $30.7 million and stock option compensation expense of $3.9 million
partially offset by an increase in working capital {current ts minus current liabilities) of $3.1 million. The increase in working
capital of $3.1 million primarily reflects a build in inventory levels to meet customer demand and increased accounts receivable
related to higher net sales in fiscal 2012, partially offset by the T%miwg of certain payrments pertaining to fiscal 2012 accruals an
pa\;&ble‘ Net cash provided by operating activities increased by $13.7 million from $125.5 million in fiscal 2017, The increase in net

ash provided by operating activities is principally dug to a $12.71 mi §Ii@n increase in depreciation and amortization expense pri ’\,mpaiﬁv
reiatod to the fiscal 2012 and 2011 acquisitions and an $11.2 million increase in net incorne from consolidated operations, partially
offset by a $7.3 million increase in net operating assets and a $5.0 million decrease in impairment losses of certain intangible assets,

Net cash provided by operating activities was $125.5 million in fisc ai 2011, principally r%her*ting net incorne from consolidated
operations of $95.5 million, depreciation and amortézut on of $18.5 million, impairment losses of certain intangible assets aggregating

$5.0 rhillion, a decrease in working capital {current assets minus current lia c;b lities) of $4.1 million, and stock option compensation
expense of $2.6 million.
Investing Activities
Net cash used in investing activities during the three-year fiscal period ended October 31, 2013 primarily relates to several
acquisitions aggregating $514.6 million, inchuding $222.6 million in fiscal 2013, $197.3 million in fiscal 2012, and $94.7 million in
fiscal 2011, Further details on acquisitions may be under the caption "Overview” and Note 2, Acquisitions, of the Notes to Consol-
idated Financial Statements. Capital expenditures aggregated $43.0 million over the last three fiscal years, primarily reflecting the
expansion, replacement and betterment of existing production facilities and capabilities, which were generally funded using cash
provided by operating activities,
Finoncing Activities
Net cash provided by financing activities was $103.2 million in fiscal 2013 and $78.4 million in fiscal 2012 and net cash used

in financing activities was $10.7 million in fiscal 2011, During the three-year fiscal period emﬁed October 31, 2013, we borrowed

an aggr @gai& $635.0 miltion under our rémév‘mg c*aafi‘t facility principally to fund acquisitions and a special and extraordinary cash
dividz—s nd paid in fiscal 2013, including $372.0 million in fiscal 2013, $19°1.0 million in fiscal 2012, and $72.0 million in fiscal 2011
Further details on acquisitions may be found ui Me}: the caption "Overview” and Note 2, Acquisitions, of the Notes to Consolidate d
Financial Statcﬁmg nts. Payments on the revolving credit facility aggregated $276.0 million ov@r the last three fiscal years, including
$126.0 million in fiscal 2013, $100.0 million in fiscal 2012, and $50.0 million in fncc 2011, in December 2012, we paid a special and
extraordinary cash dividend on both classes of HEICO common stock aggregating $113.5 mil t\u n. For the three-year fiscal period
ended October 31, 2013, we made distributions to noncontrolling interest owners aggregating $31.6 million, acquired certain noncon-
trolling interests aggregating $31.5 million, redeemed common stock related to stock option exercises aggregating $17.0 million, paid
regular semi-annual cash dividends aggregating $17.0 million, and paid revolving credit facility issuance costs of $3.6 million. For
th@ three-year fiscal ponod ended October 31, 2013, we received proceeds from stock option exercises aggregating $3.5 million. Net

ash provided by financing activities also includes the presentation of an excess tax benefit from stock option exercises aggregating
%)%( million for the three-year fiscal period ended October 31, 2013,
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Off-Balance Sheet Arrangements

Guarantees

g%,‘

We have arranged for a standby letter of credit in the amount of $1.5 million to meet the security requirement of our insurance
company for potential workers’ compensation claims, which is supported by our revolving credit facility,

Mew Accounting Pronouncements

I June 2011, the Finandial Accounting Standards Board {"FASB"} issued Accounting Standards Update ("ASU") 2011-05, “Presentation
of Comprehensive Income,” which requires the presentation of mtn comprehensive income, the components of net income and the
components of other comprehensive income in either a singte continuous statement of comprehensive income or in two separate, but
consecutive statements, ASU 20171-05 eliminates the option to w esent m‘:hﬂr mmpmh@ nsive income and its components in the statement
of shareholders’ equity. We adopted ASU 2011-05 in the first quarter of fi 2013 and elected to make the | ;‘Jresentatiz)n in two separate,
but consecutive statermnents, which had no impact on our consolidated results (af operations, financial position or cash flow

In September 2011, the FASB issued ASL 2011-08, "Testing Goodwill for Impairment)” which is intended to reduce the complexity
and cost of performing a quantitative test for impairment of g gmcsc‘w It D\; permitting an entity the option to perform a qualitative
evaluation about the likelihood of goodwill impairment in order to determine whether it should calculate the fair value of a reporting
unit. The update also improves previous guidance by expanding upon the examples of events and circumstances that an entity should
consider between annual impairment tests in determining whether it is more fikely than not that the fair value of a reporting unit is
less than its carrying amount. We adopted ASU 2011-08 in the fourth guarter of fiscal 2013 but elected to perform a quantitative
analysis when performing our fiscal 2013 impalirment test. The adoption of this guidance had no impact on our consolidated results
of operations, financial position or cash flows.

n February 2013, the FASB issued ASU 2013-02, "Reporting of Amounts Redlassified Out of Accumulated Other Comprehensive
income,” which requires disclosure about changes in and amounts reclassified out of accumulated other comprehensive income by
component. In addition, an entity is required to present, either on the face of the statement of operations or in the notes, significant
amounts reclassified out of accurmulated other comprehensive income by the respective fine iterns of net income, but only if the
armount reclassified is required to be reclassified to net income in its entirety in the same reporting period. For amounts that are not
required to be reclassified in their entirety to net income, an @m’ ity is “@Cuimc‘ to cross-reference to other disclosures that provide
additional detall about those amounts. ASU 2013-02 is effective prospectively for fiscal vears and interim periods within those ?;%w
years beginning after December 15, 2012, or in fiscal 2014 for HEICO. Early adoption is permitted. The adoption of this guidance is
not expected to have a material impact on our consolidated results of operations, financial position or cash flows.

In March 2013, the FASB issued ASU 2013-05, "Parent’s Accounting for the Cumulative Translation Adjustment upon Derecog-
nition of Certain Subsidiaries or Groups of Assets within a Forelgn Entity or of an Investment in a Foreign Entity,” which clarifies the
applicable guidance for the release of any curmulative translation adjustrnents into net earmngs. ASU 2013-05 specifies that the
entire amount of cumulative translation adjustments should be released into earnings when an entity ceases to have a controlling
financial interest in a subsidiary or group of assets within a consolidated foreign entity and the sale or transfer results in the complete

substantially complete liquidation of the investment in the foreign entity. ASU 2013-05 is effactive prospectively for fiscal years
and interim reporting periods within those years beginn‘ng after Decernber 15, 2013, or in fiscal 2015 for HEICO. Early adoption
is permitted, We are currently evaluating the effect, it any, the adoption of this guidance will have on our consolidated results of
operations, financial position or cash flows
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

is interest rate risk, mainly related to our revolving credit facility, which has

st rate risk associated with our variable rate debt is the potential increase in interest expense from an

d on our aggregate outstanding variable rate debt balance of $373 million as of October 31, 2013, &

st rates would not have a material effect on our results of operations, financial position or cash flows.

by applicable law.
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We maintain a portion of our cash and cash equivalents in financial instruments with original maturities of three months or
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HEICO CORPORATION AND SUBSIDIARIES

{in thcm&andfs, except per share data)

As of October 31, 2013 2012
ASSETS
Current assets:

Cash and cash equivalents $ 15499 %

Accounts receivable, net 157,022

inventories, net 218,893

Prepald expenses and other current assets 17.022

Deferred intome taxes 33,036

Total current assets G471, 472

Property, plant and equipment, net 7,737 80,518
Goodwill 588,489 542,114
Intangible assets, net 241,558 154,324
Deferred income taxes 1,791 2,492
Other assets 61,968 45 487

Total assets

LIABILITIES AND EQUITY
Current iabilities:
Current maturities of long-term debt
Trade accounts payable
Accrued expenses and other current liabilities
income taxes payable
Total current labilities

Long-term debt, net of current maturities
Deferred income taxes
Other lon m liabilities

Total liab %

Commitments and contingencies {Notes 2 and 16)
Redeemable noncontrolling interests (Note 12)

Shareholders' equity:
Preferred Stock, $.01 par value per share; 10,000 shares authorized; 300 shares
designated as Series B Junior Participating Preferred Stock and 300 shares
designated as Series C Junior Participating Preferred Stock; none issued
Common Stock, $.01 par value per share; 75,000 shares authorized; 26,780 and
26,682 shares issued and outstanding
Class A Common Stock, $.07 par value per
39,397 shares issued and outstanding
Capital in excess of par value
Deferred compensation obligation
HEICO stock held by irrevocable trust
Accurnulated other comprehensive income {loss)

share; 75,000 shares authorized; 35,586 a

25

Retained sarnings
Total HEICO shareholders’ equity

Noncontrolling interests
Total shareholders’ equity
Total liabilities and equity

The accompanying notes are an integral part of these consolidated financial statemerts

$ 1,533,015

$ 1,192,846

% 697 $ 626
54,855 50,083
105,734 76,241
— 4,564
161,286 131,514
376,818 131,194
128,482 90,436
83,976 52,7;;
750,562 405,921
59,218 67,166
268 213
4
396
255,889
1,138
{1,138)
1ty
349,649 375,085
606,346 616,673
116,889 103,086
723,235 719,759

$ 1,533,015

$ 1,192,846

HEICD CORPORATION




2013 2012 2011

(=3

o

1,008,757 $ 897,347 764,891

637,576 569,911 490,450
187,591 164,142 136,010

serating costs and expenses 825,167 734,053 626,460

163,294 138,431

Interest expense {(3,717) {2,432} {(1462)
Other income 868 313 64

Income before income taxes and noncontrolling interests 180,761 161,175 138,353

income tax expense 56,200 54,500 42,900

Net income from consolidated operations 124,561 106,67 55,453

22,165 21528 22,633

0y

Net incorne attributable to HEICO 3 102,386 % 85147

L85

72,820

e per share attributable to HE

s (Note 13

0
n
B
HEY
S
[ ]
el
Y
oy
[

1.28 % 1.10

wh

Weighted average number of commaon shares outstanding:
Basic 66,248 65,861 65,050
Diluted 66,982 66,624 66,408

corsolidated financa

0 CORPORATION




HEICO CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOT
{

in thousands)

Year ended October 31, 2013 2012 2011
Net incomne from consolidated operations b 124,561 b 106,675 $ 95,453
Other comprehensive income (lossh:
r@resg n currency translation adjustments 3,128 {6,457) 3,012
nrealized gain on pension benefit obligation, net of tax 590 e
Total {Jihe: comprehensive income (loss) 3,718 (6,457) 3,012
Comprehensive income from consolidated operations 128,279 100,218 88,465
Less: Comprehensive income attributable to noncontrolling interests 22,165 21,528 22,633
Comprehensive incame attributable to HE i(ﬁ: 106,114 $ 78,690 $ 75,832

The accompanying notes are an integral part of these consolidated

HEICO CORPORATIC




Redeemabla (lass &
Noncontrolling Cornenon Commaon
Interasts Stock Stock
15 of October 31, 2012 % 67, $ 213 $ 315
I i%, ’gg,{ﬂ — -
’ﬁmdg {$1.816 per share) — e
r common stock split — 54 79
f common sfc;cx‘{ ?—‘E}{O Savings and Investrment Plan - — -
ermptions of common 5§ Lﬂre.ated to stock option exercises = - e
fkcqs, sitions f}? noncontrolling inter {16,610) e =
Distributions to noncontrolling intere {7,574) e —
Adjustrments to redemption amount of redeernable noncontrolling interes 7450 o
Deferred compensation obligation e — o
Other 401 — e
Balances as of October 31, 2013 359,218 268 $ 396
Redeemable Class A
NMoncontrolling Common Coramon
Interests Stock Stock
f October 31, 2011 $ 171 $ 250
ncome -
5 {$.086 per share) - e
common stock splhit 42 63
mon stock to HEIC oot Plan - R ~
T knﬂtsc}v & im*ﬂ 25 _—
Stock option compensation expense 7 e e
Droceeds from stock option exercises 7 - 2
aptions of common stoc —— L e e
uisitions of noncontroll mgmtum ts {7,616) -
Distributions to noncontrolling 'nn {5,090 —_—
Noncontrolling interests assume 3,918 e
Adjustmants to fs‘c‘emgtseﬂ amount of ng 2, —
Date sation obligation — —
%ai”asa as of Dctober 31, 2012 $ 213 % 315

HEICO CORPORATION




HEICO Shareholders' Equity

HEICO Stock Accumulated
Capital in Deferred Held by Other Total
Excess of Compensation irrevocable Comprehensive Retained Noncontrolling Shargholders’
Par Value Obligation Trust Income {Loss) Earnings interests Equity
$ 244,632 $ 823 {$ 823) ($3572) $ 375,085 $ 103,086 $ 719,759
— —— 3,718 102,396 13,779 119,893
e — — — {120,361} —— (120,361)
(133) - - - (17) - {(17)
2,985 — — — - - 2,985
5,191 — - - e — 5,191
5,117 — — — e — 5117
460 — — —— e e 463
(2,364) — e - - e (2,364)
— —— — e (7,454) — (7,454)
— 315 (319) - e - s
1 e _— (2) - 24 23
$ 255,889 $1,138 ($1,138) A % 349,649 $ 116,889 $ 723,235
HEILO Shareholders’ Equity
HEICO Stock Accumulated
Capital in Deferred Held by Other Total
Excess of Compensation Irrevocable Comprehensive Retained Noncontrolling Shareholders’
Par Value Obligation Trust Income {Loss) Earnings interests Equity
$ 226,120 $ 522 $ 522) $3,033 $ 299,497 $ 91,083 $ 620,154
— —_— e = {6,457) 85,147 12,002 90,692
e — o — (5,689) — (5,689)
{105} — — e (16} e {16)
982 e _— e - - 982
13,164 — - e - 13,164
3,948 - —— e - - 3,948
831 e — — 833
(307) - — - — o (307)
— e e (3,775) - (3,775}
— 301 (30%) — e —-—
{1y — R {148) {79) 1 (227}
$ 264,632 $ 823 % 823) {($3,572) $ 375,085 $ 103,086 $ 719,759

HEICO CORPORATION




CO

{in thousands, except per share data)

SHOLDERS

Hedeamable Class A
Noncontrolling Commaon Common
kkkkkkkk Interests Stock Stock

$5 $ 131 $ 199

»»»»»» 33 50

ack apmr* exerci 1 7

s of commen stock re - &) I—

N rmf‘,wnzss’i ﬂ‘{{ interests { -

Distributior wneontrolling interests (l‘ —_— -
Nongcontrollin ssumed related to acquisitions 5612 e -
Adjus sto n armount of redeemable noncontrofling interests 9/650 — e -
Deferred compensation obligatior B — e
Other 1 1
Balances as of October 31, 2011 % 65,430 $ 171 $ 250

The Arear




HEICO Shareholders’ Equity

HEICO Stock Accumulated
Capital in Deferred Held by Other Total
Excess of Compensation Irrevocable Comprehensive Hetained Noncontrolling Shareholders’
Par Value Obligation  Trust frcome {Logs) Earnings inferests Equity
$ 227,993 $ — $ (% 120) $ 240,913 $ 85714 $ 554,826
= e e 20102 72,820 11,368 87,201
~ — e e {4,494) — {4,494
e e (102} e {102}
. e - 7.703
- S - 2,647
— e e e s 2,167
—_— e - —— (14,258)
~~~~~~~ o e o e (6,000} (6,000}

{1 — e s e - Ty

$ 226,120 $ 522 {($522) $3,033 $ 299,497 $ 91,083 $ 620,154

T
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CASH FL

s

in thousands)

Year ended October 39, ‘ 2013 2012 2011
Oper 3&;%&1;’; A

% 124,561 % 106,675 L 95,453
-'M;%‘e pr@u;da* by operating activit
sreciation and amortization i 36,780 30,656 18,503
fax i’»en(f it from stock option exerdises 5,191 13,164 7,703
“xcess tax benefit from stock option exercises {5,126} {12,110) (6,346)
Stock option :Dmpersa‘ﬁm expense 5117 3,948 2,647
. - 4,987
982 p—
119 (1,150)
& (2,834) 29
Changes in operating assets and liabilities, net of acguisitions:
Increase in accounts receivable {(16,585) {5,782) {5,327)
Increase in inventories {14,877) (7,484) (9,405)
Increase in prepaid expenses and other current asse {4 9155) (1,072} (343)
{Decrease) intrease in frade accounts payable 4,269 7,257
increase in accrued expenses and other current liabilities 1 2,766 5,182 10,425
[Decrease) increase in income taxes payable (7,273} 1,759 1,516
653 1,113 (471)
orovided Dy operating activit 131,836 138,585 125518
n
ons, net of cash acquired 538) 57,285} (94,655)
penditures 328 {15,262) (9,446)
{(342) {161) 201
in investing activities [241,308) (212,708) {103,900
Financing Activities:
Borrowings on revolving credit facility 191,000 72,000
Payments on z“@\mivm g credit facility {100,000) {50,000}
Cash dividends paid (5,689) {4,494)
noncontrollin {7,616) (7,261
ax benefit from stoc 12,110 6,346
ributions to n {Gﬁtm%im {5.080) {14,893)
ptions af common stock miai e {(207) {14,298)
{3,028) -
833
Other 214
Net cash provided by {used in) financing 103, 78,427
“hange rate changes on cash 312 {353} 8
Net {decrease) increase in cash and cash equivalents {5,952) 10,957
Cash and cash equivalents at beginning of vear 21,451 6,543
Cash and cash equivalents at end of year % 15,499 % 17,500

aments




HEICO CORPORATION AND SUBSIDIARIES

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Mature of Business

iy

ies MEICO Aerospace Holdings Corp. ("HEICO Aerospace”), HEICO Flight Support

Carp and HEICO Electronic Technologies Corp. {"HEICO Electronic”) and their subsidiaries {collectively, the "Company”), is principally
angaged in the design, manufacture and sale of aerospace, defense and electronic related products and services throughout the

2 States and internationally. The Cornpany’s customer base is primarily the aviation, defense, space, medical, telecommunica-

tions and electronics industries,

HEICO Corporation, through its principal %ubsid'

Basis of Presentation

-

The Company has two operating segments: the Flight %ug‘;‘rfﬁ rt Group {"F‘%G”) -onsisting of HEICO Aerospace and HEICO Flight
Support Corp. and their collective subsidiaries; and the Electronic Technologies Group ("ETG"), consisting of HEICO Electronic and its
subsidiaries.

The consolidated financial statements include the accounts of HEICO Corporation and its subsidiaries, all of which are wholly
owned except for HEICO Aerospace, which is 20% owned by Luﬁ?mmseﬁ Technik AG, the technical services subsidiary of Lufthansa
German Airlines. In addition, HEICO Aerospace consolidates three subsidiaries which are 80.1%, 80.1% and 82.3% owned, respectively,
and a joint venture, which is 84% owned. Also, HEICO Flight Support Corp. consolidates two subsidiaries which are 80.1% and 84%
owned, respectively. Furthermore, HEQCO Electronic consolidates three subsidiaries, which are 80.1%, 82.5%, and 95.9% owned,
respectively, and a wholly owned subsidiary of HEICO Electronic consolidates a subsidiary which is 78% owned. See Note 12,
Redeemable Noncontrolling interests. All significant intercompany balances and transactions are eliminated,

Stock Splits

In September 2013, March 2012 and March 2011, the Company's Board of Directors declared a 5-for-4 stock split on both
classes of the Company's common stock. The stock splits were effected as of October 23, 2013, April 25, 2012 and April 26, 2011,
pectively, in the form of a 25% stock di \sacémd distributed to sharehoelders of record as of October 11, 2013, April “?_. ”{)’u and April

15,2011, ma;w(\{tr\re ly. Afl applicable share and per share information has been adjusted a'g%tm.,%;)@{tti\;e!y to give effect to the 5-for-4
stock spli

Use of Estimates and Assumptions

The preparation of financial staterents in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assurnptions that affect the reported amounts of assets and Habilities and
distlosur re c f contingent assets and liabilities as of the date of the financial staterments and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates,

Cash and Cash Equivalents
For purposes of the consolidated financial statements, the Company considers all highly liquid investrments such as U.S. Treasury
bills and money market funds with an original maturity of three months or less at the time of purchase to be cash equivalents,

Accounts Receivable

Accounts receivable consist of amounts billed and currently due from customers and unbilled costs and estimated earnings related
to revenue from certain fixed price contracts recognized on the ;xmrem!age -of-completion method that have been recognized for
accounting purposes, but not et billed to customers. The valuation of accounts receivable requires that the Company set up an allow-
ance for estimated uncollectible accounts and record a corresponding charge to bad debt expense. The Company estimates uncollectible
receivables based on such factors as its prior experience, its appraisal of a custorner’s ability to pay, age of recelvables outstanding and
economic conditions within and outside of the aviation, defense, space, medical, telecommunications and electronics industries.

Concentrations of Credit Risk

Finandial instruments that potentially subject the Company to concentrations of credit risk consist principally of temporary cash
investments and trade accounts receivable. The Company places its termporary cash investrnents with high credit quality financial
institutions and limits the amount of credit exposure to any one financial institution. Concentrations of credit risk with respect to
trade receivables are limited due to the Jarge number of customers comprising the Cor m)cmv s customer base and their dispersion
across many different geographical regions. The Company performs ongoing credit evaluations of its customers, but does not
generally require collateral to support customer receivables,

Inventory
Inventory is stated at the lower of cost or market, with cost being determined on the first-in, first-out or the average cost basis.
Losses, if any, are recognized fully in the period when identified,




AL STATEMENTS

ving value of inventory, giving consideration to factors such as its physical condition,
o estimate the amount necessary to write down any slow moving, obsolete or

The Company periodically evaluates the
‘ erns an d expected future demand in o

yentory, These estimates could v antly from actual amounts based upon future economic conditions, cu
els i;f mm{}eﬁt Ve f&c* st SEe1 OF c%isﬁ not exist when the est mated write-downs were made, In

all iy set including portions with long production cycles, sorme

s generally provided on the straight-line
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3 1t and equipment is depreciated over the
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o

The costs of major additions and improvements are capitalized. Leasehold improvements are amortized over the shorter of the
leasehold improvement’s useful life or the lease term. Repairs and maintenance costs are expensed as incurred. Upon dispnmmn the
asset's cost and related accumulated depreciation are rermoved from the accounts and any resulting gain or loss is ruﬂmmd within earnings.

Capital Leases

value of the asset or the present value of the future
ing g':x'*mmr\, rosts, The discount rate used in deter-
ﬁs@ rate <mp citin %he {ease or the Company's incremental
sipment and are depreciated over the shorter of

ases are recognized as a reduction of the capita

ts acquired under capital lea
l”ﬂx. T lease payments, excluding th
sent value of the minimum ease |
_ Assets under capital lea
rm or the useful life of the lez
ition and as interest expense

Business Combinations

ed entitie gible and identifiable intangible assets
nated fair values, with any excess recorded as
m%u‘ts of operations beginning as of their

jal in fiscal 2013, 2012 or 2011

rice of acquir

The Company allocates the purchas
i g lities and any noncont :
ating results of acquired busin
ion dates. i&s’;qx sisition costs are

FORE

is r‘@rwn ,M \man \mh.e as of %M chus tion date with ;ubs@quwm fdn va!ue adju tmmts rcxmrd@(t in opprat ions. Porcommg@m

mrwsid@mmn arrangerments ASS0C ed with acquisitions consummated prior to fiscal 2010, a liability and additional goodwill was

d only when the earnings objectives were met. Information regarding additional contingent purchase consideration related
s both prior and su .ﬁa,«m_wsn - to Fiscal 2010 may be found in Note 2, Acquisitions.

Goodwill and Other Intangible Dssets

or mmore frequently if events or changes in dircu
in evaluating the recoverability of goodwill, the ..em,‘.
ying value t rrine potential impairment. If the carrying valt
1t reporting unit’s wmewiéi is to be calculated and an impairment It
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Wted aver of a market approach and an income approach
sarket multiples for comparable campamas The Corr /
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sing an estimated weighted average cost of capital

Comg m{‘\; tests goodwill for imy
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irs the amount by which the car th
= Company's reporting units are determi Iy LS
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them

y's intangible assets not on consist principally of its trade names. The Company's intangible
mmtizaté{m are amari;md un % e straight ms@ method (&sxmpi’ for certain customer relationships amortized on an
ated useful tives:

Custormner relationships. ... o o 5 to 10 years
Intellectual property ..o o o & to 15 years

to 17 years
2 to 7 years
510 19 years
5 oto 10 years




ion

Amortization expense of intellectual property, licenses and patents is recorded as a component of cost of sales, and amorti
expense of custorner relationships, non-compete agreements and trade nares is recorded as a component of selling, general and
administrative expenses in the Company's Consolidated Statement of Operations. The Company tests each non-amortizing intangible
asset for impairment annually as of October 31, or more frequently if events or changes in circumstances indicate that the asset
mmht be impaired. To derive the fair value of its trade names, the Company utilizes an incorme approach, which refies upon man-
umptions of royalty rates, projected revenues and discount rates, The Company also tests each amortizing intangible
ipairment if events or circumstances indicate that the asset might be impaired. The test consists of determining whether
the (tarr'\;"wp value of such assets will be recovered through undiscounted expected future cash flows. If the total of the undiscounted
future cash flows is less than the carrying amount of those assets, the Company recognizes an impairment loss based on the excess
of the carrying amount over the fair value of the assets. The determination of fair value requires us to make a number of estimates,
assumptions and judgrments of such factors as projected revenues and earnings and discount rates.

Investments

Investments are stated at fair value based on quoted market prices. Investments that are intended to be held for less than one year
are included within prepaid expenses and other current assets in the Company’s Consolidated Balance Sheets, while those intended to be
held for longer than one year are classified within other assets. Unrealized gains or losses associated with available-for-sale securities
are reported net of tax within other comprehensive income in shareholders’ equity. Unrealized gains or losses associated with trading
securities are recorded as a component of other income in the Company’s Consolidated Staternent of Operations,

Derivative Instruments

From time to time, the Company utilizes certain derivative instruments (e.g. foreign currency forward contracts and interest rate
swap agreements) to hedge the variabil Et\; of foreign currency exchange rates and L%‘\@ Pxneu*cf future cash flows of certain transac-
tions. Changes in the fair value of derivative instruments are recognized immediately in earnings, uniess the derivative is designa
as a hedge and qualifies for hedge accounting. There are three hedging relationshi ;33 wh re a derivative (hedging instrument) may
qualify for hedge accounting: (1) a hedge of the change in fair value of a recogn ?m:* asset or liability or firm commitment (fair aiu@
hedge), (2} a hedge of the variability in cash flows from forecasted transactions {cash flow hedge), and (3} a hedge of the variabili
caused by changes in foreign currency exchange rates {foreign currency h@gge),

Under hedge accounting, recognition of derivative gains and losses can be matched in the same period with that of the hedged ex-
posure and thereby minimize earnings volatility. In order for a derivative to qualify for hedge accounting, the derivative must be formally
designated as a fair value, cash flow, or a foreign currency hedge by documenting the re nship between the derivative and the hedg
item. Additionally, the hedge relationship must be expected to be highly effective at offsetting changes in either the fair value or cash
flows of the hedgeh itern at both inception and on an ongoing basis, For a derivative m:.(mfnentmat qualifies for hedge accounting, the
effective portion of changes in fair value of the derivative is deferred and recorded as a component of C‘the'" comprehensive incorne until
the hedged transaction occurs and is recognized in earnings. All other portions of changes in fair value of the derivative are recognized in
garnings irmmediately. If the derivative does not qualify for hedge accounting, the Comnpany considers the transaction to be an “econormic
hedge” and changes in the fair value of the derivative asset or liability are recognized immediately in earnings.

During fiscal 2012 and 2011, the Company entered into foreign currency forward contracts to mitigate foreign exchange risk of
certain trcm, actions, The impact of these forward contracts did not have a material effect on the Company’s results of operations,
financial position or cash flows in fiscal 2012 or 2011, The Company did not utilize any derivative investments in fiscal 2013,

Customer Rebates and Credits

The Company records accrued customer rebates and credits as a component of accrued expenses and other current iabilities
inthe Company's Consolidated Balance Sheets, These amounis ger em lly relate to discounts negotiated with customers as part of
certain sales contracts that are usually tied to sales volume thresholds. The Company accrues custorner rebates and credits as a
reduction within net sales as the revenue is recognized based on the @Stir‘nat{ef} level of discount rate expected to be earned by each
customer over the life of the contract peri od {generally one year]. Accrued customer rebates and credits are monitored by manage-
ment and discount levels are updated at least quarterly,

,in

Product Warranties

Product warranty liabilities are estimated at the time of shipment and recorded as a component of accrued experi ses and other
current fiabilities in the Company's Consclidated Balance Sheets. The amount recognized is based on historical claims experience.




Defined Banefit Pension Plan

1d Industries, Inc. (“Reinhold”) (see Note 2, Acquisitions), the Company assumed
sion plan (i he “Plan”). The Plan's benefits are based on employes compensation and
ed tn new participants effective December 31, 2004, the accrued benefit for Plan
‘?m ,amf‘am; Us n actuarial valuation to determine the projected benefit
f the Plan's assets and the projected benefit obligation as

ot

I connection with the acquisition

Reinhold’s frozen qualified defi 210(2 benefit p

s of service. Howaver, since the Plan we
tpants was fixed as of the date of acqu
stinn of the Plan and records the dif > bat
31 in its Consolidated Balance & Additi ‘i‘x;, any artuaria foss that arises during a fiscal year thatis not
35 a component of net perindic pension intorme or expense is r@wﬁm as a component of other comprehensive income or
ax. See Note 10, Retirement Plans, for additional information and disclosures about the Plan,

Revenue Recognition

om the sale of products and the rent srvices is recognized when title and risk of loss passes to the customer,
jily at the time of shipment. Revenue from the rendering of services repr resented less than 10% of consolidated net

| seriods presented. Revenue from certain fixed price contracts for which costs can be dependably estimated is recognized
reentage-of-completion method, measured by the percentage of costs incurred to date to estimated total costs for each
contract. The percentage of the Company’s net sales recognized under the percentage- -of-completion method was approxirmately 1%
in fiscal 2013, 2012 and 20711, Contract costs include all direct material and labor costs and those indirect costs related to contract
performance, such as indirect labor, supplies, tools, repairs and depreciation costs, Selling, general and administrative costs are
atthzarg{gctﬁ to expense as incurred.
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ontracts in which costs cannot be dependably estimated, revenue is recognized on the completed-contract
ract is considered complete when all significant costs have been incurred or the has been accepted by the customer
illings and customer advances {"billings to date”) received on fixed price contracts accounted for under the rom;;ket@d«r@w
Uaxct mmtém d are classifi 1 reduction to contracts in process (a component of inventories), if any, and any remai ining armount is
included in accrued expen nd other current labilities,
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Stock-Based Compensation

stock options in its Consolidated Statements of Operations
-value of each stock option on the date of grant is estimated using the

G w*“; stions, Expected volatilities are based on the Company’s h istorical

ices over the contractual terms ¢ i s, The risk-free mte st rates used are based on the published
ury yield curve in effect at the time of the grant for %!Uts urnents with a similar life. The dividend yield reflects the Company’s
4 dividend vield at the date of grant. The expected life represents the ;:w riod thai the stock options are expected to be

w aking into consideration the contractual terms of the options an d employee historical exercise behavior. The Company
scogiizes stock option compensation expense ratably over the award's vesting period.

The Company records compen:
e grant date fair value of 1. OSE av
sles pricing model based on certain valuation ¢

“ornpany caiculates the amount of ex

3 paid-in-capital poot {("APIC P

yee basis and on a grant-by- ;vmm ba 3

pard, The Company then compares the f ir value expense m the tax deduction received for each stock option grant

e hme\ its and deficiencies, which have the effect of increasing or decreasing, respectively, the APIC Pool. Sf uid

cdeficiencies be greater than ?m available APIC Pool, the Company will record the excess as income tax
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Income Taxes

Income tax expense includes United States and foreign income taxes, plus the provision for United States taxes on undistributed
earnings of foreign subsidiaries not deemed to be permanently invested. Deferred income taxes are provided on elements of income
that are recognized for financial accounting purposes in periods different from periods recognized for income tax purposes.

The Company accounts for uncertainty in income taxes and evaluates tax positions utilizing a two-step process. The first step is
to determine whether it is more-likely-than-not that a tax position will be sustained upon examination based on the technical merits
of the position. The second step is to measure the benefit to be recorded from tax positions that meet the more-likely-than-not
recognition threshold by determining the largest amount of tax benefit that is greater than 50 percent likely of being realized upon
ultimate settlement and recognizing that amount in the financial statements. The Company's policy is to recognize interest and
penalties related to income tax matters as a component of income tax expense. Further information regarding income taxes can be
found in Note 6, Income Taxes,

Redeemable Noncontrolling Interests

As further detailed in Note 12, Redeemable Noncontrolling Interests, the holders of equity interests in certain of the Company's
subsidiaries have rights ("Put Rights”) that require the Company to provide cash consideration for their equity interests (the
“Redemption Amount”) at fair value or at a formula that management intended to reasonably approximate fair value based solely on
a multiple of future earnings over a measurement period. The Put Rights are embedded in the shares owned by the noncontrolling
interest holders and are not freestanding. The Company tracks the carrying cost of such redeemable noncontrolling interests at
historical cost plus an allocation of subsidiary earnings based on ownership interest, less dividends paid to the noncontrolling
interest holders. Redeemable noncontrolling interests are recorded outside of permanent equity at the higher of their carrying cost
or management's estimate of the Redemption Amount. The initial adjustment to record redeemable noncontrolling interests at the
Redemption Amount results in a corresponding decrease to retained earnings. Subsequent adjustments to the Redemption Amount
of redeermnable noncontrolling interests may result in corresponding decreases or increases to retained earnings, provided any increas-
es to retained earnings may only be recorded to the extent of decreases previously recorded. Adjustments to Redemption Amounts
based on fair value will have no affect on net income per share attributable to HEICO shareholders whereas the portion of periodic
adjustrments to the carrying amount of redeemable noncontrolling interests based solely on a multiple of future sarnings that reflect
aredemption amount in excess of fair value will affect net income per share attributable to HEICO shareholders. Acquisitions of
redeemable noncontrolling interests are treated as equity transactions.

Net income per Share Attributable to HEICO Shareholders

Basic net income per share attributable to HEICO shareholders is corputed by dividing net income attributable to HEICO by
the weighted average number of common shares outstanding during the period. Diluted net income per share attributable to
HEICO shareholders is computed by dividing net income attributable to HEICO by the weighted average number of common shares
outstanding during the period plus potentially dilutive common shares arising from the assumed exercise of stock options, if dilutive.
The dilutive impact of potentially dilutive common shares is determined by applying the treasury stock method.

As further detailed in “Redeemable Noncontrolling interests” above, the portion of periodic adjustments to the carrying amount
of redeemable noncontrolling interests based solely on a multiple of future earnings that reflect a redemption amount in excess of fair
value affect net income attributable to HEICO for purposes of determining net income per share attributable to HEICO shareholders
{see Note 13, Net Income per Share Attributable to HEICO Shareholders),

Foreign Currency Translation

All assets and liabilities of foreign subsidiaries that do not utilize the United States dollar as its functional currency are translated
at period-end exchange rates, while revenue and expenses are translated using average exchange rates for the period. Unrealized
transtation gains or losses are reported as foreign currency translation adjustments through other comprehensive income in share-
holders’ equity.

Contingencies
Losses for contingencies such as product warranties, litigation and environmental matters are recognized in income when they
are probable and can be reasonably estimated. Gain contingencies are not recognized in income until they have been realized.

Mew Accounting Pronouncements

In June 2011, the Financial Accounting Standards Board ("FASB”) issued Accounting Standards Update ("ASU") 2011-05, "Presen-
tation of Comprehensive Income,” which requires the presentation of total comprehensive income, the components of net incormne and
the components of other comprehensive income in either a single continuous staterent of comprehensive income or in two separate,
but consecutive statermnents. ASU 2011-05 eliminates the option to present other comprehensive income and its components in the
statement of shareholders’ equity. The Company adopted ASU 2011-0% in the first quarter of fiscal 2013 and elected to make the
presentation in two separate, but consecutive statements, which had no impact on the Company’s consolidated results of operations,
financial position or cash flows.

HEICD CORPORATION
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Reinhold Acquisition
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s practice of acquiring outstanding, niche designe o manufacturers of critical components in the aerospace and defense
and will further cmﬂ ?u the Company to broaden its product offerings, technologies and customer base.
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The allocation of the purchase price to the tzmgible and identifiable assets acquired and liabilities assumed is preliminary until
the Company obtains final information regarding their fair values. However, the Company does not expect any adjustments to
such allocation to be material to the Company’s consolidated financial statements. The primary items that generated the goodwill

recognized were the prermiums paid by the C Ommr‘y for the future earnings pmtmmi of Reinhold and the value of its assembled
workforce that do not qualify for se*mmto recognition. The operating results of Reinhold were included in the Company's resuits of
operations from the effective acquisition date, ?h—e Cumww 5 Co m@l dated net sales and net income attributable to HEICO for the
year ended October 31, 2013, includes approximately $30.8 million and $2.8 million, :cgpuf ively, from the acquisition of Reinhold

The following table presents unaudited pro forma financial information for fiscal 207 if the acquisition of Reinhold had
occurred as of November 1, 2011 {in thousands):
Year ended October 31, 2012
Net sales $ 952,184
Net income from consolidated operations % 109,823
Net incorne attributable to HEICO % 88382
Net income per share attributable to HEICO shareholders,
Basic % 1.34
Diluted % 1.33

The pro forma financial information is presented for comparative purposes only and is not necessarily indicative of the results

of operations that actually would have been achieved if the acquisition had taken place as of November 1, 2011, The unaudited
pro forma financial information includes adjustments to historical arnounts such as additional amortization expense related to
intangible assets acquired, increased interest expense associated with borrowings to f'inance the acquisition and inventory purchase
accounting adjustments charged to cost of sales as the | mzomor\, is sl d H ac* the acqu t’iom been consummated as of Novernber

, 2011, net sales, net income from consolidated opes tincorne per
s%dm attributable to HEICO shareholders on a pro forma h@@ is for the \/mf md@d mee 2 . 2013 would not have been materially
different than the reported amounts.,

Switchoraft Acguisition

On November 22, 2011, the Company, through HEICO Electronic, acquired Switcheraft, inc. ¥ E’wm heraft”) through the purchase

I of the stock of Switchcraft's parent company, Switcheraft Hol dw nc., for approximately $14 nillion, net of $3.7 million of
cassh acquired. The purchase price of this acguisition was paid in cash, principally using procteeds from ‘tﬁe Company's revolving credit
facility. Switcheraft is a leading designer and manufacturer of high perf ‘“'Qrmanm high reliability and harsh environment electronic
connectors and other interconnect products, This acquisition is consistent with HEICO's practice of acquiring outstanding, niche
designers and manufacturers of critical components in the aerospace and ez@ct‘mmc industries and will further enable the Cormpany to
broaden its product offerings, technologies and customer base.

The following table summarizes the allocation of the purchase price of Switchcraft to the estimated fair values of the tangible
and identifiable intangible assets acquired and liabilities assumed {in thousands):

Assets acquired:

Goodwill $ 73,405
Identifiable intangible assets 72,500
Inventories 13,086
Property, plant and equipment 10,884
Accounts receivable 6,123
Uther assets 58
Total assets acquired, excluding cash ¢ 177,356

S

Liabilities assurmed:

Deferred income taxes $ 30,244
Accrued expenses 2,252
Accounts payable 1, 88%

Other liabilities
Total Habilities assumed
Net assets acquired, excluding cash % 142,713

HEICD CORPORATION
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in September 2011, the Company, through HEICO Electronic, acquired all of the outstanding capital stock of 3D Plus SA("3D
Plus”™). 3D Plus is a leading designer and manufacturer of three-dimensional microelectronic and stacked memory products used
predominately in sateliites and also utilized in medical equipment,
In Decemnber 2010, the Company, througi’v HEICO Aerospace, acquired 80.1% of the assets and assumed certain liabilities
fue &@mbp ce LLC ("Blue Aerospace”). Blue Aerospace is a supplier, distributor, and imteg ator fm! itary aircraft parts and support
a5 primarily to foreign military organizations allied with the United States. The remnalning 19.9% interest continues to be owned
by certain members of Blue Aerospace’s management team,
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The following table summarizes the allocation of the a@gr@gat@ pur
values of the tangible and identifiable intangible assets acquired and Ha

Year ended October 31, 2013 2012 2011
Assets acquired:
Goodwill % 68,068 $ 18,499 48575
ldentifiable intangible assets 39,843 21,831 40,187
Accounts receivable 9,233 4,390 89,072
Property, plant and equiprnent 6,286 1,361 10,206
Inventories 3,112 4,688 16,847
Other assets 2,603 171 1,639
Total assets acquired, excluding cash G 129,145 $ 50,940 % 5
Liabilities assumed:
Accrued additional purchase consideration 4 21,223 $ 11,982 % 5,738
Deferred income taxes 13,868 ern 7,423
Accrued expenses 3,846 E45 7,634
Accounts payable 1,748 445 7,555
Other labilities e e 5,184
Total liabilities assumed i 40,6 $ 072 $ 33,534
Noncontrolling interests in consolidated subsidiaries % e $ 3,918 9 5,921
Acquisitions, net of cash acquired $ 88,462 $ 33,950 $ 88071

The purchase price allotation of the Company's other fiscal 20713 acquisitions to the tangible and identifiable intangible assets
acquired and liabilities assumed js preliminary until the Company obtains final information regardmg their fair values. Qu; ing fiscal
2013, the Company recorded certain immaterial easurement period adjustments to the purchase price aliocation of its other fiscs
2012 acquisitions, which are reflected in the table above. The primary items that generated the goodwill recognized were the premi-
ums paid by the Company for the future earnings potential of the businesses acquired and the value of their assembled workforces

that do not qualify for separate recognition, which, in the case of Blue Rerospace, C ‘% Aerpspace and Action Research, benefit both

the xmpa 1y and the noncontrolling interest holders. Based on the factors comprising the goodwill recognized and consideration of

an insignificant control premium, the fair value of the noncontrolling interest in Blue A@;a space and Action Research was determined

hasm on the consideration of the purchase price paid by the Company for its controlling ownership interest. The fair value of the

noncontrolling interest in CS1 Aerospace was u@i“f”ﬁ hed based on the consideration of the purchase price paid by the Company for its
ntrolling ownership interest adjusted for a lack of control that a market participant would consider when estimating the fair value of

thé noncontrolling interest.

The operating results of the Company's fiscal 2013 acquisitions were incl udem 1 the Company’s results of operations from the
effective acquisition dates. The amount of net sales and earnings of the fiscal 2013 acquisitions excluding Reinhold included in the
Consolidated Statements of Operations is not material. Had the fiscal 2013 acquisitions excluding Reinhold been consummated as
of the beginning of fiscal 2012, net sales, net incorme from congolidated operations, net income attributable to HEICO, and basic and
diluted net incorne per share attributable to HEICO shareholders on a pro forma basis for fiscal 2013 and 2012 would not have been
materially different than the reported amounts.
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Aecounts Receivable
A of October 31, ,. 2013 2012

{in thousands)

a % 160,118 S 124,548
L accounts (3,046) {2,334)
A{a:vai}%e, net ¢ 157,022 b 122,214
Costs and Estimated Earnings on Uncompletad Percentage-of-Completion Contracts
As of October 31, 2013 2012
k) 22,548 % 6,673
25,391 6,235
47,939 12,908
{(40,676) {(7,626)
$ 7,263 $ 5482
solidated Balance Sheets under the following captions:
1»\0 ounts recel vai ie wei {costs and a@;i’ii‘mi 2 earnings in excess of billings) $ 9,540 4 5,482
Accrued expenses and other (billings in excess of costs and estimated earnings) (2,277) e
% 7,263 % 5,482

‘ a}f costs
gs, and b Hmc% in excess of tests; and e
rectively,

LA

rriiftion,

nges in estimates pertaining to pe contracts did not have a material effect on net income from

1 operations in fiscal 2013, 201

inventorias

A of October 31, 2013 2012

\”‘i hiou 4

Finished produ 5 103,234 93,873

Work in proc 26,810 18,887

Materials, parts, assermblies and supplies 79,863 69,042

Contracts in process 5,941 8,299

Lesa Billings to date {955} (397)
Inventories, net of valuation reserves $ 218893 § 189,704

1O CORPORATION




Contracts in
racognized on the completed-contract method. Related |
reduction to contracts in process, if any, and any excess is

included in accrued expenses and other liabilities,

Property, Plant and Equipment

n process represents accumulated capitalized costs associated with fixed price contracts for which revenue is
ogress billings and customer advances {"billings to date”) are classified as a

As of October 31, 2013 2012
{in thousands)

Land $ 4,515 $ 4,505
Buildings and improvernents 60,105 54,322
Machinery, equipment and tooling 131,855 109,041
Construction in progress 4,832 5,599

201,407 173,467
Less: Accurmulated depreciation and amortization {103,670) {92,949}
Property, plant and equipment, net % 97,737 580,518

The amounts set forth above include toofing to

having a net book value of $5.7 million and $6.0 million as of October 3

1, 2013

and 2012, respectively. Amortization expense on capitalized tooling was $2.2 million, $2.1 million and $2.1 miflion in fiscal 2013,

2012 and 2011,
The amounts set forth above also include $5
October 31, 2012, respectively. Accumulated depreciation associated with the assets

respectively.

o these capital lease obligations.

5 million and $5.2 million of assets under capital leases as of October 31, 2013 and
under capital leases was $1.1 million and $.6
mitlion as of October 31, 2013 and October 31, 2012, respectively. See Note 5, Long-Term Debt, for additional information per

ertaining

Depreciation and amortization expense, exclusive of tooling, on property, plant and equiprment was $13.4 million, $11.6 million

nd $8.6 million in fiscal 2013, 2012 and 2011, respectively

Accrued Expenses and Other Current Liabilities

As of October 31, 2013 2012

{in thousands)

Accrued employee compensation and related payroll taxes 52,435 $ 41,307

Accrued customer rebates and credits 144,787 10,833

Deferred revenue 11,529 0,447

Accrued additional purchase consideration 9,142 2,917

Other 17,841 14,742
Accrued expenses and other current liabilities $ 105,734 G 76,247

The increase in accrued employee compensation and related payroll taxes principally reflects a higher level of accrued per-

formance awards bas
net sales in fiscal 2013, 2012 and 2011 was $8.3 million, $2.8 million and ¢
amaunt of customer rebates and credits deducted within net sales in fisca
20172 reflected a reduction in the net sales volume o? certain custorners eligik
rebate percentages. The increase in accrued additional purchase consideratio

90173

2012 is less than

sed on the improved consolidated operating resuits, Thi" total customer rebates and credits deducted within
$8.7 million, respectively, The principal reason 1‘\?3’ w the
itwas in fiscal 2012 and 2011 is fiscal
> for rebates as well as a reductiorn in the assaciatea
n principally reflects the estimated amount of contin-

gent consideration related to a fiscal 2013 acquisition. See Note 7, Falr Value Measurements, for additional information regarding the

Company's contingent consideration obligations.




Other Long-Term Assets and Liabilities

The Company provides aligible er
bonus payments, commissions, long-te:
Corparation Leadership Compensation Plan {"LCF

f‘%‘w ‘3“;?‘&%{‘%3;&% Revenue Code. The G fam;‘za: n \,f 7

. the Company the ( )pportumt\j to voluntarily defer base salary,
m 'rm@m fve mm“m and ¢ {aa*m s fees, as applicable, on a pre-tax basis through the HEICO
a nongualified deferred compensation p!an Lhdt conforms to Section 4094 of
> of the fir » of base salary deferred by each participant. Director fees that
ek mav """ & deferred into the LCR and, when distributable, are distributed in
%w@ LCP does not ;}& ovide for dis director’s assets allocated to Company
ormimon stock. ?he efgrrez} gemp@ns& tion obligation *”@z:sat d with Company common stock is recorded as a component of
areholders’ sguity at cost and subseguent char iy fa ug are not reflected in n;:s@‘nt;uns or shareholders’ equity of the
urther, while the Cormpany has no oblig LEP also provides the Company the opportunity to make
seretionary contributions. The Company’s matd wd any d iscretionary contributions are subject to vesting and
fait ons set forthinthe L “ompany contributic ”i? income in fiscal 2013, 2012 and 2011 totaled
nillion and $3.6 million, respectively. The aggr ere $51.9 million and $36.5 million as of
E i 2@ 13 and 20712, respe sified within o s in the Company's Consolidated Balance
s of the LUP, totaling $52.7 million and $37.1 msiim Tas czf Octm)er 31, 2013 and 2012, respectively, are classified
wzthm mm.‘; assets and principally represent cash surrender values of life insurance policies that are held within an irrevocable trust
that may be used to satisfy the obligations under the LCP.

s defarred compensation of $5.0 million and $4.2 million as of October 31, 2013 and

ing ot

&

Other long-term labllities also inclu

2012, r@ﬁ;pf}d‘isméy principally related to elective deferrals of salary and bonuses under a Company sponsored non-qualified deferred
yensation plan avail abif to selected employees, The 3

NALE Hﬁé‘c no contributl !om to this plan. The assets of this pla
3 ?G 2, respectively, are held within an irrevocable trust and
ts, Addit cmai information regarding the assets of this

th E"dt«’ orred

ni ab ity as of Octob

GOODWILL AND OTHER INTANGIBLE ABSETS )

Changes in the carrying amount of goodwill during fiscal 2013 md O? 2 by operating segment are as follows {in thousands}:

segment Consolidated
; - F5G ETG Totals
tober 31, 2011 % 192,357 3 251,045 $ 443,602
¢ 10,873 81,139 92,012
goodwill 309 10,513 10,822
P«mug*ﬁ currency translation adjustments e (4,122) {4,122)
Balances as of October 31, 2012 203,539 338,575 542,114
Goodwill acquired 76,424 68,068 144,492
Adjustments to goodwill (to) = {108]
signt currency translation adjustments e 1,991 ) 1,991
Balances as of October 31, 2013 t 279,855 % 408,634 $ 688,489

e goodwill acquired during fiscal 2013 and 2012 relates to the acquisitions consummated in those respective years a

in Note 2, Acquisitions. \;aod\.&mi acquired represents the residual value z&?“ﬁw ? e aisaca‘imﬁ of the tgfai mnwim tion
ngible and identifiable intangible assets acquired and Habili ise
imrnaterial measurement ;3@@'30& o the purcha
ents to goodwill during fiscal 207. W@‘&‘ t w ditd
isition for which the earnings {:}bg e {2

Tt
#on S

p% L g

¥ s weL as i w*riatemi measu rament per;c}{z ud}mtments’»
ase price atlocations of the fiscal ?’Lfs 1T acguis 2 Note 2, Acquisitions, for additional information regarding ad-
chase consideration. The foreign currency trans justments reflect unrealized translation gains on the goodwill
in connection with foreign subsidiaries. Forel g;« currency translation adjiustments are included in other comprehensive

‘ @9( ompany’s Consolidated Statements of Cornprehensive Income. The Company estimates that approximately $5
mmm vand $21 million of the goodwill recognized in fiscal 2013 and 2012, respectively, will be deductible for income tax purposes.
Based on the annual test for ’wndw‘ impairrment as of October 31, 2013, the Company determined there is no impairment of its
goodwill and the fair value of each of the Company’s reporting units significantly exceeded their carrying value.

TORPORATION




Identifiable intangible assets consist of (in thousands):

Ais of Detober 31, 2013 f As of October 31, 2012
Gross Net f Gross et
Carrying RAeeumulated Carrying © Carrying Accumulated Carrying
Amount Amaortization Amount Amount Amortization Amount
Amortizing Assets: ﬁ
Custorner relationships $ 156,801 (% 38461) $ 118,360 % 102,172 {$ 24,038) :‘1'3 78,134
intellectual property 75,095 {10,795) 64,300 43,083 (5,738) 17,355
Licenses 2,900 (1,381) 1,519 2,900 {1,117} 1.783
Non-compete agreements 1,132 {1,132) — 1,339 {1,320) 19
Patents 642 (351) 291 589 {309} 280
Trade names 566 {L48) 118 566 (336) 230
237,136 (52,568) 184,568 150,659 (32,858) 117,801

Non-Amortizing Assets: ;:
Trade narmes 56,990 - 56,990 | 36,523 e 36,523
$ 294,126 4 52,568) b 2601558 4 187,182 ($ 32,858) $ 154,324

The increase in the gross carrying amount of customer relationships, intellectual property, and non- amortizing trade names as
of October 31, 2013 compared to October 31, 2012 principally relates to such intangible assets recognized in connection with the
acquisitions made during fiscal 2013 (see Note 2, Acquisitions). The weighted average amortization period of the customer relation-
ships and intellectual property acquired during fiscal 2013 is 8 years and 11 years, respectively.

Amortization expense related to intangible assets was $20.6 mitlion, $16.2 millior and $7.6 million for the fiscal years ended
October 31, 2013, 2012 and 2011, respectively. Amortization expense for each of the next five fiscal years and thereafter is esti-
‘Ym?ec* to be $28.0 million in fiscal 2014, $26.1 million in fiscal 2015, $24.2 million in fiscal 2016, $23.1 million in fiscal 2017, 4209

flion in fiscal 2018 and $62.3 million thereafter,

During fiscal 2011, the Company recognized impairment losses of approximately $4.3 million, $.5 million and $.2 million from
the write-down of certain customer relationships, intellectual property and trade names, respectively. The impairment losses

recognized in fiscal 2011 were within the ETG and due m reductions in the future cash flows associated with such intangible assets
The impairment losses pertaining to customer relationships and trade names were recorded as a component of selling, general and
administrative expenses in the Company’s Consolidated Statements of Operations and the impairment losses pertaining to intellectu-
al property were recorded as a component of cost of goods sold,

NOTE 5 LONG-TERM DEBT

Long-terrn debt consists of the following (in thousands):

A5 of October 31, 2013 2012
Borrowings under revolving credit facility $ 373,000 $ 127,000
Capital leases and notes payable 4,515 4,820
377515 131,820
Less: Current maturities of long-term debt (B87) {626)
$ 376818 4 131,194

As of October 31, 2013, the aggregate amount of long-term dabt, excluding capital .@Q%‘w that will mature within the next five
years is $.1 million in fiscal 2014, $.1 million in fiscal me‘,ii 2 million in fiscal 2016, $.2 million in fiscal 2017 and $0.0 million in fiscal
2018. The aforementioned information has been adjusted to reflect an extension of the maturity date of the Company's revolvis ing
credit facility as further discussed below.

Capital Lease Obligations

In connection with an acquisition, the Company assumed a capital lease for a manufacturing facility and related property in
France. The lease contains a bargain purchase option and has a twelve-year terrmn, which began in February 2011. Additionally, the
acquisition resulted in the Company assuming various capital leases for manufacturing equipment. The manufacturing equipment
leases have terms ranging from approximately three to five years. The estimated future minimum lease payments of all capital leases
for the next five fiscal years and thereafter are as follows {in thousands);
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ase paymen .is
resenting interest
i fease pa\mmm‘fs

Revolving Credit Facility

ember 2011, € ot y entered into a $670 miliion Revolving sreement (“Credit Facility”) with a bank syndicate.
The Cradit Facility may be used for working capital and gen @m! corporate needs nf the Company, including capital expenditures and to
finance acquisitions. In Decemnber 2012, the Lompan ny entered into an amendment to extend the maturity date of the Credit Facility
by one year to Decen The Company also amended certain covenants contained within the Credit Facility dgﬁreem@m to
accornmodate payment ¢ ecial and extraordinary cash dividend paid in Decernber 2012, See Note 8, Shareholders' Equity, for
additional information.

On November 22, 2013, the Company entered into an
: ézm 2018 and to increas i

iif’ extend the maturity date of the Credit Facility by one year
0 million. Furthermore, the amendment includes a feature
by an additional $200 million to become a a $1.0 billion facility

amentdmen
amcs\zr o §

“ or the London Interbank Off
; tn earnings before interest, taxes,
ratin”), The Base Rate is the highest of (i
determined on a daily basis for an it
one month plus 1.00% per annum, in t?w Cradit Facility. The apps;zme marging |
H:ﬂrramﬂgs range from .75% to . I Rate borrowings rangeiromu to 1.25% Afee
mount of the mqwd commitment g ‘ . de (mg; on the Company’s leverage ratio). The
also includes a $50 million s mh. o letters of credit and swingline borrow-
ings, Ot el x‘\gf principal, accrued and unpaid | & \/a‘ %e um‘ “the Credit Facility may be accelerated upor
an event ol mc‘mxlt, as such ever nts are des in the Credit m:m\/ "ih@ Cmdi at:itkw is unsecured and contains covenants that
sstrict the amount of yments, Mcudmg’ dividends, and require, among other things, the maintenance of a total leverage

r;ﬁtm, a senior leve 2 fixed mm e m\mmgm mttu m uw event the Comprmy s leverage ratio exceeds a specified level, the
rne secired stantially all of the Company's subsidiaries.

:‘3‘1 2013 and . 2, the
: redit Facility contains b
e w«ﬁ:ﬂg ch covenants

: INCOME TAXES

The components of the provision for income taxe

yang
{" Lj%ﬁééﬁ)f{"} ;m& applicable marging (b
1 and amartization, nonconty
te; (i) the Federal Funds ¢

_—
D

ate on borrowings under the Credit Facility was 1.3% and 1.2%,
al covenants, As of October 31, 2013, the Company was in

corme taxes and nencontro Hows

2013 2012 2011

EE5

38,002
4,008
B61
42,871
29

$ 42,900

Deferred (5,785)
Total incoime fax expense % 56,200




A reconciliation of the federal statutory income tex rate to the Company’s effective tax rate is as follows:

Year ended October 31, 2013 2012 2011
Federal statutory income tax rate 35.0% 35.0% 35.0%
State taxes, less applicable federal income tax reduction 3.1 3.1 1.8
Net tax benefit on qualified research and development activities (2.6) {1.7) (2.7
Net tax benefit on corporate owned life insurance palicies {1.4) {0.5) 0.1
Net tax benefit on noncontrolling interests’ share of income (1.3} 1.7} (2.5}
Net tax benefit on qualified domestic production activities (1.2 {1.3) (1.0
Other, net (.5 9 5
Effective tax rate 31.1% 33.8% 31.0%

Deferred income taxes reflect the net tax effects of t@mpar‘%:‘\/ f}iﬁ&*x’é}" wes between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for income tax purposes. The Company believes that itis more likely than not that it
will generate sufficient future taxable income to utilize all of its dfsx‘@frw tax assets and has therefore not recorded a valuation allowance
on any such asset. Significant components of the Company’s deferred tax assets and liabilities are as follows (in thousands):

As of October 31, 2013 2012
Deferred tax assets:
Deferred compensation liability $ 22,242 315 %‘s
Inventories 21,673
Stock option compensation 5,002
R&D carryforward and credit 4,045
Bonus accrual 3,394
_ustorner rebates accrual 2,706
cation accrual 1,676
Lapatas lease obligations 1,313
Other 6,645
Total deferred tax assets 68,696

ferred tax liabilities:
Goodwill and other intangible assets {148,711

1 {102,829}

Property, plant and equipment {12,486) (8,950)
Other \ l 1514) (712)
Total deferred tax liabilities (162,351) {112,497)
Net deferred tax liability 3 9% b”;) {$ 650,399)

The net deferred tax liability is classified in the Company's Consolidated Balance Sheets as follows {in thousands):

fs of October 31, 2013 2012

Current asset % 33,036 $ 27, fm
Long-term asset 1,791 2,492
Long-term liability (128,482} {5'5{),1»;353
Net deferred tax liability (¢ 93,655) (£ 60,399)

The i ase in the Company’s net deferred tax liability from $60.4 million as of October 31, 2012 to $93.7 million as of October

31, 2013 is principally related to the net deferred tax liabilities recognized in connection with the acquisitions of Reinhold and Lucix
¥ ¥ faed

{see Note 2, Acquisitions), partially offset by an increase in the deferred tax asset related to a higher deferred compensation liability
for the HEICO Corporation Leadership Compensation Plan ("LUP"). The deferred income tax benefit recognized in fiscal 2013 principal-
ly reflects the increase in the deferred tax asset related to the higher LCP liability resulting from both increased investment earnings
y Y 3 8
and plan contributions.
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As of October 31, 207:
was 51,1 million and %2 5 il
inrome tax e ks

12, the Cm‘mazw’ liability for gross unrmaymzed tax benefits related to uncertain tax positions
ly, of w?\:m 4 8 million and $1.7 million, respectively, would decrease the Company's
he tax benefit recognized, A recondiiiation of the activity refated to the

o

Hability §u* Bro$s u ref&isgﬁzeﬂ ta/: %39% Fits durin Sctober 31, 2013 and 2012 is as follows {in thousan
Year ended October 31, 2013

§ 2,527 %

=8

{967)

108

(570)

. (84)
$ 1072 %

es related to settlements and prior year tax positions recognized in fiscal 2013 pertain to state incorne tax positions
mgam &g} fexus dwi state amm’t ionrment, fr;we,;ts@rta\mi\/, which were originally recognized in fiscal 2012 and resolved through the filing
) -al 2013 and the finalization of a state tax audit, respectively.

ity for unrecognized tax benefits was $1.0 million as of October 31, 2013, includi ing $.3 million of interest
erred tax assets. The Company's net liability for unrecognized tax beneﬂm was $2.3 million
it penalties amd net of $1.0 million in deferred tax assets, The Company
onand | an %1 mi mr\ in fiscal 2013, 2012 and 2011, respectively,

The f‘cmv;yaﬂvi’; net |
and penalties and nm J‘f
as Jf’ O aber 31,2

;ietrease is partiall
12 that was recognized |
Code, “Cradit for Increasit

to [ “wfcmb@ 3;,“0?3. The decres *f;ts:@
a5 in the cash surrender values of life
4 of the Internal Revenue Code for th
0 Savings and Investment Plan he

fonof &
wd from janm
t from higher tax- w,@“m\ unre

bt Lﬁmﬁv g

ies related to t L{Pand ani
ragrdinary cash dividend paid in
mmon stock.

)

sed to 33.8% in fiscal 2012 from 314 e change in the effective tax

tributed t ath@ etrpactive extension of Section 41 of the Interna e Code, “Credit for Increasing Research

iod from January 1, 2010 to Decernber 31, 2011, which res Utm in the recognition of an incorne tax credit
elopment activities for the last ten months of fiscal 2010 in the first quarter of fiscal 2011 and reduced
credit m just the first two months of qualifying research and development activities in fiscal 2012,
noncontr ofhm_g, mtm > durir‘rg‘ ﬂﬂsm 2(’“:“ z;md ”>01’> t‘hﬁ‘cur tributed to the comparative
: e state income tax rate pm wipally
> from neome {i—gmrt onme nhm “fttf:‘*f recognized upon the filing of the

iscal 2010 state tax returns and the amendment of ¢ or year state tax returns in the third quarter of fiscal 2011
i in state tax laws which impacted state apportion-

s effective tax rate incre:

e offectof a

gy
|

fiction and in muitiple state jurisdictions.
zzw@ of which are individually material to ‘wy ace
to U.S. federal, state or foreign ex

ompany files income tax retury
is also subject 1o income a:a\\'*‘r
consolidated fnanclal stateme
ities for years prior to fisca 2{’}{.@%’3
k

t : examination activities, lapse of appli m
;‘w ia under the guid fated to accounting for uncertainty ir
-ould he within the next twelve months, but does not believe st

enefit dit aments, t

amsurt of dﬂTECDQi‘,;Zﬂd tax

y . {anra*w is unat astimate wh ¢
would be :wieaml 1o its consolidated financial statements,
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NOTE 7 FAIR VALUE MEASUREMENTS

The following tables set forth by level within the fair value hierarchy, the Company's assets and liabilities that were measured at
g y Y pany

fair value on a recurring basis {in thousands):

As of October 31, 2013

Quoted Prices
in Active Markets

Significant

Significant
Other Observable Unobservable

for dentical Assets inputs inputs
{Lovel 1) {Level 2} {Level 3) Total
Assets:
Deferred compensation plans:
Corporate owned life insurance b $ 52,655 % - $ 52,655
Equity securities 1,940 - — 1,840
Mutual funds 1,529 — 1,529
Money market funds and cash a0 e o 1,470
Other - 46 e 46
Total assets 3 4,939 % 52,701 % $ 57,640
Liabilities:
Contingent consideration % e % e $ 29,310 $ 29,310
As of October 31, 2012
Quoted Prices Significant Significant
In Actlve Markets  Other Observable  Unobservable
for ldentical Assets Inputs inputs
{Level 1) {Level 2} {Level 3} Total
Assets:
Deferred compensation plans:
Corporate ownad life insurance $ — $ 37,086 $ — $ 37,086
Equity securities @8t e e 991
Mutual funds 1,154 - — 1,154
Money market funds and cash 1,122 o e 1,122
Other — 442 538 980
Total asseats b 3267 $ 37,528 $ 538 $ 41,333
Liabilities:
Contingent consideration e % — $ 10,897 $ 10,897

The Company maintains two non-qualified deferred compensation plans, The assets of the HEICO Corporation Leadership Com-

iy

vensation Plan (the "LCP") represent cash surrender values of life insurance policies, which derive their fair values from investments
it

in mutual funds that are managed by an insurance company and are classified within Level 2 and valued using a market approach,
The assets of the Company’s other deferred compensation plan are principally invested in equity securities, mutual funds and maoney

market funds that are classified within Level 1. The assets of both plans are hald within irrevocable trusts and classified within other
assets in the Company's Consolidated Balance Sheets.

As part of the agreement to acquire a subsidiary by the ETG in fiscal 2012, the Company may be obligated to pay contingent
consideration of up to $12.9 million in aggregate should the acquired entity meet certain earnings objectives during each of the next
four years following the first anniversary date of the acquisition. The $8.6 million estimated fair value of the contingent consideration
as of October 31, 2013 is classified within Level 3 and was determined using a probability-based scenario analysis approach. Under
this method, a set of discrete potential future subsidiary earnings was determined using internal estimates based on various revenue
growth rate assumptions for each scenario that ranged from a compound annual growth rate of negative 5% to positive 19%. A proba-
bility of likelihood was assigned to each discrete potential future earnings estimate and the resultant contingent consideration was
calculated. The resulting probability-weighted contingent consideration amounts were discounted using a weighted average discount
rate of 3.0% reflecting the credit risk of a market participant. Changes in efther the revenue growth rates, related earnings or the
discount rate could result in a material change to the amount of contingent consideration accrued and such changes will be recorded
in the Company's consolidated statements of operations, The $1.7 million decrease in the fair value of the contingent consideration
since October 31, 2012 is principally attributed to lower year one actual earnings and vear two forecasted earnings of the subsidiary
due to reductions in United States defense spending and was recorded to selling, general and administrative expenses in the Corn-
pany’s Consolidated Statement of Operations. As of October 31, 2013, the estimated amount of such contingent consideration to be
paid is included in other long-term liabilities in the Company's Consolidated Ralance Sheet.

88,
7

HEICO CORPORATION



& A,y[x( g s

g s 1y
WERE R

s

13

1 20713, the Company may be abligated to pay contingent
>t certain earn ings objectives during ast three
> ‘() 14 and 4@3") The %23 i
i evel 3 and was setennu ed using a
sture subsidiary earnings was deter-
scenario that ranged from a com
%9 yed to each discrete potential future ge
%3 ity-weighted contingent considerati

dit risk of a market participant. th:
1tena! fha{*ge to f%‘e amount 0* cor

idiary by the ETG in fisc
te should the ace “f‘f’d @"”J.W e

nof up ff:,s %‘Suf“ mli‘ ;
“alendar year of acquisitio
imated fair value of the mrfmmn* i :
baged s eﬁaﬁa aﬁai\;\;S amam ch. Ur

! ;,;*ow?h rate 1}? negaﬁve 4% to posithy
and the resultant contingent consiger

revenue growth rates, related
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using unobservable inputs (Level 3) for

the (t m:pan ‘::i‘%%‘ii: and liabilities measured at fair value on a recurring be
the r'm.ab years a:*nct“ri Octob 1, 2013 emd 2012 are as follows {(in thousands):

fissets Liabilities
Balances as of October 31, 2011 % 573 ¢
Contingent consideration related on - 10,778

2 in value of contingent cons e 119
ealized losses ) (35}
lances as of October 31, 2012 538
2t consideration relatad to acquisition e
- of contingent consideration -
in value of contingent conside

October 31, 2013 4 e $

Company did not have any transfers between Level 11 rernents during fiscal 2013 and 2072,

carrying armounts of the Cornpany's cash and cash equiva receivable, trade accounts payable and accrued
expenses and other current liab‘iir‘@ s approximate fair value as of C Ohor 31, 2013 due to the relatively short maturity of the
r%pmc‘tév@ér‘sfs‘rrm“n@s’ The carryi raf value of long-term debt approximates fair value due to its variable interest rates.

ats within the ETG were mensured at fair value on a nonrecurrin ’m 'e-zzmsu fting in the
;;3 $5.0 mitlion {See Note 4, Goodwill and Other Intangible Assets ) 3ir vatue of each
ounted cash flow model and internal estimates of each asset's future cash f 2 OWS.
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preferred Stock Purchase Rights Plan
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Common Stock and Class A Common Stock

Each share of Common Stock is entitled to one vote per share. Each share of Class A Cornmon Stock is entitled to a 1/10 vote
per share. Holders of the Company’s Common Stock and Class A Common Stock are entitled to receive when, as and if declared by
the Board of Directors, dividends and other distributions payable in cash, property, stock or otherwise. In the event of liquidation,
after payment of debts and other liabilities of the Company, and after making provision for the holders of preferred stock, if any, the
remaining assets of the Company will be distributable ratably among the holders of all classes of common stock.

Stock Splits

In September 2013, March 2012 and Mar‘th 2011, the Company's Board of Directors declared a 5-for-4 stock split on both
classes of the Company’s common stock. The stock wp its were effected as of October 23, 2013, April 25, 2012 and April )rs 2011

respectively, in the form of a 25% stock dividend distributed to shareholders of record as of October 11, 2013, April 13, 2012 and Ap il

15, 2011, respectively. All applicable share and per share information has been adjusted retrospectively to give effect to th@ 5-for-4
stock splits,
Share Repurchases

In 1980, the Company's Board of Directors authorized a share repurchase program, which allows the Company to repurchase
Company shares in the open market or in privately negotiated transactions at the Company’s discretion, cub‘ect to certain restrictions
included in the Company's revolving credit agreement. As of October 31, 2013, the maximum number of shares that may yet be
purchased under this program was 2,501,813 of either or both of the Company’s Class A Cornmon Stock and the Company’s Common
Stock. The repurchase program does not have a fixed termination date. During fiscal 2013, 2012 and 2011, the Company did not
repurchase any shares of Company common stock under this program.

During fiscal 2013, the Company repurchased an aggregate 36,354 S}‘!“zi’?% f_ﬁ Common Stock at a total cost of $1.3 million and
g ¥ 88

an aggregate 39,965 shares of Class A Common S;mfi( at a total cost of %3 lion, During fiscal 2012, the Company :epurchawd
an aggregate 3,808 shares of Common Stock at a total cost of approximately F}E million and an aggregate 7,510 shares of Uass A

Common Stock at a total cost of $.2 million. During fiscal 2011, the Ct *‘nﬁ{my repurchased an aggregate 420,066 shares of Common
Stock at a total cost of approximately $13.6 million and an aggregate 34,843 shares of Class A Common Stock at a total cost of
approximately $.7 million. The transactions in fiscal 2013, 2012 and 2011 occurred as settlement for employee taxes due pertaining
to exertises of non-qualified stock options, did not impact the number of shares authorized for future purchase under the Company's
share repurchase program, and are reflected as redernptions of common stock refated to stock option exertises in the Company’s

Consolidated Statements of Shareholders’ mmsty and the Company’s Consolidated Statermnents of Cash Flows,

In December 2012, the Company paid a special and extracrdinary $1.712 per share cash dividend on both classes of H £ICO
common stock as well as a regular 5ﬂmi~amuai $.048 per share cash dividend that was accelerated from January 2013, The divi

dends, which aggregated $116.6 million, were funded from bowwmgs under the Cormpany’s revolving credit facility.

NOTE® STOCK OPTIONS

The Company currently has one stock option plan, the HEICO Corporation 2012 Incentive Compensation Plan (2012 Plan”), un-
der which stock options may be grant@d The 2012 Plan becarne effective in March 2012, the same time the Company’s 2002 Stock
Option Plan {"2002 Plan") and its remaining 2.0 million unissued shares expired. Also, in March 2012, the Company made a decision
to no longer issue options under its Non-Qualified Stock Option Plan ("NQSOP"} under which less than .1 million remaining unissu
shares were cancelled. Options outstanding under the 2002 Plan and NGQ50P ma\g be exercised pursuant to their terms, The total
nurnber of shares approved by the shareholders of the Company for the 2012 Plan is 2.7 million plus any options outstanding under

the 2002 Plan and NQSOP as of the 2012 Plan's effective date and that are 5ub§mqn iently forfeited or expire. A total of 5.0 million
shares of the Company's common stock are reserved for issuance to employees, directors, officers and consultants as of October 31,
2013, including 3.7 million shares currently under option and 1.8 million shares available for future grants.

Stock options granted pursuant to the 2012 Plan may be z}@esigﬂatei:! as Cornmon Stock and/or Class A Common Stock in such
pr(}port‘om as shall b& determined by the Board of Diractors or the Stock Option Plan Committee at its sole discretion. The exercis
price per share of a stock option granted under the 2012 Plan may not be less than the fair market value of the designated class J
Cornpany common qtnck as of the date of grant and stock option grants vest ratably over a period specified as of the date of grant
(generally five years) and expire ten years after the date of grant. Options issued under the 2012 Plan may be designated as incentive
stock options or non-qualified stock options, but only employees are eligible to receive incentive stock options. The 2012 Plan will
terminate no later than the tenth anniversary of its effective date.
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Information concerning stock option activity for each of the last three fiscal years ended October 31

except per share data):

is as follows {in thousands,

ng as of October 31, 201

. ed shares under the NQSOP
Expired unissued st
Exercised
Outstanding as of October 21, 2012
Granted

Exercised

Cutstanding as of October 31, 2013

Information concerming stock options outsta
f common stock as of October 37, 2013 145 a

u\,ef | by the Sharehelders for the 2012 Incentive Compe

wares under the 2002 Plan

lows {in thousands,

7S

Shares Under Option
Shares Available Weighted Average
For Grant Shares Exercise Price
2,822 4,175 g 774
fffff (&) $
- (2,017 $
2,893 $ 1
.  S—
323 % 2497
— ¢
e - S—
...... (317) $ 3.22
2,389 8% $ 1690
{549) S48 $ 35.74
- $ 378
B840 § 21.48

ed or expected to vest) and stock options exercisable by
except per share and contractual life data):

Options Outstanding

Weighted Weighted Average Bgpregate
Average Remaining Contractual intrinsic
Exercise Price Life (Years) Yalue
on Stack G 2114 6.3
5 L\ Cammon Stock 32178 7.3
¢ 2148 58 g

R mwwm mmm st

Options Exercisable

Weighted Weighted Average Bggregate
Average Remaining Contractual intrinsic
Exercise Price Life (Years) Walue
Common Stock $ 1677 5.5 $ 33,784
Class A Common Stock g 18,43 5.2 598
$ 15.43 5.4 $ 49482

information concerning stock options exerc

sitows {in thousands)

SR

Year esided October 37, 2013 2012
s from stock option exercises % 463 $ 833
: o
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The fair value of each stock option grant was estimated on the date of grant using the Black-Scholes option-pricing mode! based
on the following weighted average assumptions for the fiscal years ended October 31, 2013, 2012 and 2011

2013 I 2012 ‘ 2011
Class A : Class A Class &4
Comrnon Common : Common : Common Comimon
Stotk Stock ; Stock s Stock Stock

Expected stock price volatility 19.94% 40.11% 41.17% 38.92%
Risk-free interest rate 2.02% 1.19% 1.64% 2.74%
Dividand yield 20% 32% 26% 33%
Forfeiture rate 00% 00% 00% 00%
Expected option fife {years) 9 7 : 9 7
Weighted average fair value $ 2024 $ $ 1020 % 1487 $ 925

NOTE 10 RETIREMENT PLANS

The Company has a qualified defined contribution retirement plan {the "401(k) Plan’} under which eligible employees of the
Cornpany and its participating subsidiaries may make Elective Deferral Contributions up to the limitations set forth in Section 402{(g)
of the Internal Revenue Code. The Company generally makes a 25% or 50% Employer Matching Contribution, as determined by
the Board of Directors, based on a participant's Elective Deferral Contribution up to 6% of the participant’s Compensation for the
Elective Deferral Contribution period. T toyer Matching Contribution rmay be contributed to the 401(k) Plan in the form of the
Company's common stock or cash, as det 1ed by the Company. The Company's match of a portion of a participant's contribution
is invested in Company common stock and is based on the fair value of the shares as of the date of contribution. The 401(k) Plan also
provides that the Company may contribute to the 4071{K) Plan additional amounts in it

common stock or cash at the discretion of the
Board of Directors. Employee contributions cannot be invested in Company common stock.

Participants receive 100% vesting of employee contributions and cash dividends received on Company comsnon stock. Vesting
in Company contributions is based on a participant's number of years of vesting service. Contributions to the Z071{k) Plan charged to
income in fiscal 2013 and fiscal 2012 totaled $3.2 million and $3.0 million, respectively, and were made through the issuance of new
F Company common stock and the of forfeited shares within the 4071{k) Plan. Contributions to the 401(k) Plan charged to

shares of
income in fiscal 2011 was less than $.1 million and was made with the use of forfeited shares within the 40K} Plan,

fn connection with the acquisition of Reinhold {see Note 2, Acquisitions), the Company assumed Reinhold’s frozen qualified
defined benefit pension plan (the "Plan”). The Plan’s benefits are based on employee compensation and years of service. Howaver,
since the Plan was closed to new participants effective December 31, 2004, the actrued benefit for Plan participants was fixed as
of the date of acquisition and therefore the Plan’s accumulated benefit obligation is equal to the projected benefit obligation. The
acquired projected benefit obligation and plan assets were recorded at fair value as of the acquisition date.
Changes in the Plan's projected benefit obligation and plan assets since the acquisition are as follows {in thousands):
Change in projected benefit obligation:
Acquired projected benefit obligation $ 14,539
Actuarial gain {1,165)
Interest cost
Benefits paid
Projected benefit obligation as of October 31, 2013

Change in plan assets:
Acquired plan assets
Actual return on plan assets
Benefits paid
Fair value of plan assets as of October 31, 2013

Funded status as of October 31, 2013

SR

The $1.8 million difference between the projected benefit obligation and fair value of plan assets as of October 31, 2013 was
included in other long-term liabilities within the Company's Consolidated Balance Sheet. Additionally, the Plan experienced a $1.0
million net actuarial gain during fiscal 2013 that was recognized in other comprehensive income (where it is reported net of $.4 million
of tax) and represents the total balance in accumulated other comprehensive income that has yet to be recognized as a component of
net periodic pension income as of October 31, 2013, The Company does not expect to recognize any of the amount within accumulat-
ed other comprehensive income as of October 31, 2013 as a component of net periodic pension income during fiscal 2014,
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termine the projected benefit obligation as of October 31, 2013 and net benefit
follows:

Weighted average assurnplions used tode
o

income for the vear ended October 31, 20713 ar

Projected Benefit Obligation  Net Benefit Income
4.79% 3.99%

rnoon plan assets N/ 5.75%

del based on a portfolio of high-guality bonds
1 upon the current and expected targe!
ities. In establishing this assumption, the

inflation-adjusted real rate of return on the

isrount rate was determined usi
nected Plan benefit payments. The
Jtion and investrment return estimates for the P
ry considers many factors including both t
pus asset classes and t

istal 20113 Statement of Operations are as

Interest cost

Net pension income 84

AR
any contributions to the Plan since the acquisition and anticipates making contributions of $.1
o benefit payrnents to be made during each of the next five fiscal years and in aggregate

The
miltion during fiscal 2014, &
during the succeeding five fis

Year ending October 31,

; the fair value of the Plan's assets as of Getober 31, 2013

- o As of October 31, 2013
Quoted Prices Significant Significant
in Active Markets  Other Observable  Unobservable
for ldentical Assels inputs inputs
- {Level 1) {Level 2) {Level 3) Total
Fixed income securities 4 9,060 S $ e $ 9,060
Equity securities 2212 = - 2,212
Money market funds and cash oNes ——
¢ 11,397 ¢ — % — $ 11,397

in mutual funds. Equity securities consist of investments in common stocks and

ome securities consist of investments

13 were as follows:

As of October 31, 2013

The Plan's actual and targeted asset allocations by asset calegory as of Octobe

Actual Allocation Target Alfocation
80% 80%
16% 20%
100% 100%

The Company is currently evaluating the Plan’'s asset allocation policy which was established prior to the acquisition. The
Company’s objective is to maximize long-term investment return while maintaining an acceptable level of risk that is accomplished
through broad diversification of the Plan’s ts.




NOTE 19 RESEARCH AND DEVELOPMENT EXPENSES

Cost of sales amounts in fiscal 2013, 2012 and 2011 include approximately $32.5 million, $30.4 million ant
respectively, of new product research and developrnent expenses.

4 REDEEMABLE NONCONTROLLING INTERESTS

Th‘ holders of equity interests in certain of the Company's subsidiaries have rights {"Put Rights") that may be exercised on
s causing the Company to pur 5"&%‘ their equity interests through fiscal 2022, The Put Rights, all of which relate e%‘(‘ er
wres or membership interests in Umited liability companies, provide that the cash consideration to be paid for their equ
{“ e "mdemgtxm Arnount”) be at fa rvalue or at a formula that management intended to reasonably approximate fair va
olely ona multiple of future earnings over a measurement period. As of October 31, 2013, management’s estirnate of the
) e Redemption Amcunt of ali Put Rights that the Company would be required to pay is approximately $59 million. The actual
Red >m,,>i on Amount will likely be different, Tm aggregate Redemption Armount of all Put Rights was determined using probability
adjusted internal er«tzr‘n’tes of future earnings of the Company's subsidiaries with Put Rights while considering the actual or earliest
exercise date, the measurement period and any d(JD’ icable fair value adjustments. The portion of the estimated Redemption Amount
as of October 31, 2013 redeemable at fair value is approximately $48 million and the portion redeemable based solely on a multiple
of future earnings is approximately $11 million.

25.4 million,

=%
3

i

A

Asumemary of the put and call rights associated with the redeemable noncontrolling interests in certain of the Company's subsidiaries
and a description of any transactions involving redeernable noncontrolling interests during fiscal 2013, 2012 and 2011 s as follows:

The Company acquired an 80.1% interest in a subsidiary by the ETG in fiscal 2004, As part of the purchase agreement, the
noncontrolling interest holders cu“mtf\/, ave the right to cause the Cornpany to purchase their interests over a five-year period
ending in fiscal 2018 and the Company has the right to purchase the noncontrolling interests over a five-year period beginning in
fiscal 2015, or sooner under certain conditions

Pursuant to the purchase agreement related to the acquisition of an 85% interest in a subsidiary by the ETG in fiscal 2005, the

On g interest holders have the 1 wht to cause the Cormpany to purchase their interests over a four-year period beginning in
12007 or thereafter. Certain noncontrolling interest holders exercised their option during fiscal 2007 and in fiscal 2009 to cause the
Company to purchase their aggregate 3% and ma%% interest, respectively. Accordingly, the Company increased its ownership interest

in the subsidiary by an aggregate 10.9% to 95.9% effective Aprit 2011, During fiscal 2012, the Company and the noncontrolling interest
holder of the aforementioned 10.5% interest agread to defer the purchase of the remaining 2.6% interest to a future period.

Pursuant to the purchase agreement related to the acquisition of a 51% interest in a subsidiary by the FSG in fiscal 2008, certain
mm:mw%x% interest holders exercised 'mear option to haugs he Company to purchase an aggregate 29% interest, which was completed
infiscal 2071, During fiscal 2012, the remaining nonc ntmii:ﬁg interest holder exercised their option to cause the Company to purchase the
rernaining 20% interest, of which 6.7% was acquired effective February 2012 and 13.3% was acquired effective Decermber 2012

The Company acquired an 80.1% interest in a subsidiary by the FSG in fiscal 2006. As part of the purchase agreement, the Comn
pany has the right to purchase the noncontrolling interests over a four-year period beginning in fiscal 2014 and the noncontralling
interest holders have the right to cause the Company to purchase the same equity interests over the same period.

The Company acquired an 80.1% interest in a subsidiary %hm h the FSGin fiscal 2008 and acquired an additional 2.2% interest in

fis a[ 20710, which increased the Company’s ownershis 5 k.:f/;, Pursuant to the original purchase agreement as amended in
fiscal 2012, the Company has the right to purchase the remaining mcmccmtrtzi!*gf interests over a five~year period beginning in fiscal
20 ?i “sponer under certain conditions, and the noncontrolling interest holders have the right to cause the Cornpany to purchase

the same equity interests over the same period.

The Company acquired an 82.5% interest in a subsidiary by the ETG in fiscal 2009. As part of the purchase agreement, the
Company has the right to purchase the noncontrolling interests beginning in fiscal 2074 and the noncontroliing interest ha ter has the
right to cause the Company to purchase the same equity interests over the same period.

1

The &‘m"xpan\/ acquired an 80.1% interest in a subsidiary by the FSGin fiscal 2011, As part of the purchase agreement, the
Company has the right to purchase the noncontroll .a;& interests over a two-year period beginning in fiscal 2015, or sooner under
certain conditions, and the noncontrolling interest holders have the right to cause the Company to purchase the same equity interests
over the same period.

During fiscal 2012, one of the subsidiaries of the ETG formed a new subsidiary which acquired certain assets and liabilities of two
businesses in exchange for shares aggregating 22% of its equity Interest, valued at $.4 million. The noncontrolling interest holders
have the right to cause the Company to purchase their equity interests over a two-year period beginning in fiscal 2017.

The Company acquired an 84% interest in a subsidiary by the FSG in fiscal 2012, As part of the purchase agreernent, the Com
pany has the right to purchase the noncontrolling interests over a four-year period beginning in fiscal 2018, or snoner under ce 'm‘n
conditions, and the noncontrolling interest holders have the right to cause the Company to purchase the same equity interests ove
the same period.
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The Comnpany acquired an 80,1% interest in a subsidiary by the FSG in fiscal 2’0’?2 As part of the g‘ms‘s‘.ha«;é agreernent, the
Company has the right to purchase the n mumtm *\g i wter@nt« over Mcmr \!9& mfi beginning in fiscal 2019, or sooner under
certain conditions, and the noncontrolling | f “omparny to purchase the same equity interests
pver the same period.

: purchase price of the f’{eﬁ'e@n"xa»i:' Raleh
f m:e Q%i‘% arquzr@d in fiscal ZO 2 and 2011 we
nas $16.6

ysh provided by G;}eraﬁ%g ac
miliion and $7.2 million in fiscz

NET INCOME PER SHARE ATTRIBUTABLE TO HEICO SHAREHOLDERS

The computation of basic and diluted net income per share attributable to HEICO shareholders is as follows {in thousands, except

Year ended Dctober 31, 2013 2012 2011
Numeratorn

Net income attributable to HEICO $102,396 $ 85147 $ 72,820

Adjustiments to redemption arnount of redeemable

noncontrolling interests Notet) e 13 19

Net income attributable to HEICO, as adjusted $ 102,396 $ 85,160 $ 72,839
Denorinator

Weighted average common shares 66,298 65,861

of dilutive stock options 684 763
average commorn shares outs fing -~ diluted 66,982 66,624

% 1.54 % 1.29 % 1.12
g 1.53 $ 1,28 4 170
k- difutive stock options excluded 754 888 601
& QUARTERLY FINANCIAL INFORMATION {UNAUDITED)
First Second Third Fourth
{in thousands, except per share data) Quarter Quarter Quarter Guarter
Net ﬁ»aie:w
$216,490 $237,708 $267,133
$212,655 $216,3 225,969

$ 97540

$ 77,589
4 78

78,248 $ 84,252

$ 24,984 $ 29,046 % 34,768

$ 24,466 § 24,224 $ 28672

$ 23,700 $ 28,947

$ 19,043 $ 23,128

me per share attributable to HEICO:

$ 30 % $ 4 $ 45
% 29 % $ 35 $ 36
% 30 $ 35 b 43 % Aty
$ 29 % 25 $ 35 % 36

edi ifa%‘mcmi 2012 US. federal and state tax returns. As a result, the
utable to HEICO by approximately $.8 million, or $,071 per basic and
redits,

Ar 'x, mmwa %:esj a bemeﬁf, which incre:
diluted share, net of expenses, from higher research




During the first quarter of fiscal 2013, the Company recognized an income tax credit for quaiiﬂec research and development
activities for the last ten months of fiscal 2012 upon the r@tmmt ve extension in January 2013 of Section 47 of the Internal Revenue
Code, "Credit for Increasing Research Activities, m cover the pw jod from January 1, 2012 to Decermnber 31, 2013, The tax tredit, net
of expenses, increased net incorne attributable to HEICO b\g 1.0 million, or $.01 per basic and diluted share,

During the third quarter of fiscal 2012, the Company filed its fiscal 2017 US, federal and state tax returns. As a result, the
Company recognized an aggregate benefit, whic §> creased net income attributable to HEICO by approximately $.9 million, or $.07 per
basic and diluted share, net of expenses, principally fmm higher research and cievfzéiopmem tax credits.

e attributable to HEICO for the full

Due to changes in the average number of commaon shares outstanding, net income per shar
fiscal year may not equal the sum of the four individual quarters

© 15 OPERATING SEGMENTS

The Company has two operating segments: the |
Support Corp. and their collective subsidiaries; and the E

ight Su Q;}mt Group ("FSG"), consisting of HE CO Aerospace and HE {O F%&g t
Jectronic Te{:hmi{}g es Group ("ETG"), consisting of HEICO Electronic and it
subsidiaries. The Flight Support Group designs, manufactures, repairs, overhauls and défs‘rribut ef engine and aircraft co “'wlmerzt
replacement parts. The parts and services are approved by the FAA, Thc, F5G also manufactures and sells specialty parts as a
subcontractor for aerospace and industrial original equipment manufacturers and the United States government and is a leading
manufacturer of advanced niche components and complex composite assemblies for commercial aviation, defense and space
applications. The Electronic Technologies Group designs and manufactures electronic, m‘t:mv\/avex and electro~optical equipment and
components, three-dimensional microelectronic and stacked memory products, high-speed interface products, high voltage intercon-
nection devices, high voltage advanced power electronics products, power conversion products, underwater locator beacons, ts aveling
wave tube amplifiers, harsh environment electronic connectors and other interconnect products, and RF and microwave amp :
transmitters, receivers and satellite microwave modules, units and integrated subsystems primarily for the aviation, defenss
medical, telecommunications and electronics industr]

The Company’s reportable operating segments offer distinctive products and services that are marketed through different

channels. They are managed separately because of their unique technology and service requirements.

Segment Profit or Loss
The accounting policies of the Company's operating segments are the same as those described in Note 1, Summary of Significant
A(’munt%ng Policies. Management evaluates segment performance based on segment operating income.
information on the Company's two operating segments, the FSG and the ETG, for each of the last three fiscal years ended
Octob@a 371 is as follows {in thousands):

Other,
Primarily
Segment Corporate and Consolidated
S— k&G ETG Intersegment Totals
Year ended October 31, 2013:
Net sales $ 6424) $ 1 OOCS 2%7
Depreciation and amortization 784 3, 79C
Operating income {21,531
Capital expenditures 390
Total assets 93,369

Year ended October 31, 2012

Net sales $ 570, $ 4578}

Depreciation and amortization 10,451 ‘ 840

Operating income 103,943 &35" {18,087) 63,2@14
Capital expenditures 7,045 J,ga&z 869 15,262
Total assets 487,188 636,660 68,998 1,192,846

Year ended October 31, 2011:

Net sales $ 539,563 $ 227,771 {$ 2.443) $ 764,891
Depreciation and amortization 10,661 7,502 380 18,543
Operating income 95,001 59,465 {16,035} 138,431
Capital expenditures 6,866 2,543 37 9,446
Total assets 458,624 429,869 52,576 941,069

Major Customer and Geographic Information

No one customer accounted for 10% or more of the Company's co
net sales originating and long-lived assets held outside of the Unit

mm& dated net &ﬁim during the last three fiscal years. The Company’s
es during each of the last three fiscal years were not material.
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than t ates of Armert
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Vear snded October 31,

2012
$ 596,922

300,425
$ 897,347

ring facili and office equipment under o ing
after the inftial lease term either to purchase the property at the
nent expects that leases will be renewed or

Cornpany with the optior
at the ! ?wm fair rental value, Generally, manage
e norm a{ course of b

replaced by other leas

safter are estimated to

Future i’T!iﬁi}“f'}U m

Year anding October 31,

2014

11 armounted to $9.8 million, $7.9

dit in the amount of $1.5 million to reet the security requirernen
@rﬂai workers' u’;zmmn‘m ian clairms, which is supported by the Company's revolving credit facili v

insuran ff}mg)ﬂﬁ\: for

Product Warranty
Changes in the Company's product warranty liability in fiscal 2013 and 2012 are as follows {in thousands):
Year ended October 31, 2013
?.; 2,5?7 B
1,308
556
(1,202}
¢ 3,233 %

ST
Hisx

. Based upon the Company's and its

: t the gutcome of these matters will s
financial position or cash flows.

.Cverst?et%c ?h aiumg any's ezsmi

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

5 mithion, $2.4 mitlion and $.1 million in fiscal 2013, 2012 and 2011, respectively. Cash paid for
ash recelved from

Fwas $3,
vitlion, $43.5 million anc $33 9 million in fiscal 2013, 2012 and 2017, respectively, (
2013, 2012 and 2011 was less than $.1 million, $1.6 million and $0.8 millic
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HEICO CORPORATION AND SUBSIDIARIES

Mamapememt of HEICO Corporation is responsible for establishing and maintaining adequate internal control over financial

reporting. Internal control over financial reporting is a process desigr ‘zed tc snmwm re\acormble assurance regarding the reliability
of financial reporting and the preparation of financial statements for s in accordance with generally accepted
accounting principles. A company's internal control over financiz »5 those policies and procedures that {i} pertain to
the maintenance of records that in reasonable detail azgt.;rami\f d m i \, rd&@ct the transactions and dispositions of the assets of the
Company; (i} provide reasonable assurance that tra ‘zs;aﬁ’((m% are recorded ssary to permit preparation of financial staternents
in accordance with generally accepted accounting principles, and that receipts and expenditures of the Company are being made only
in accordance with authorizations of ma ment ¢ ‘d‘rm?or* of the Company; and (ili) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use or disposi t on of the Company's assets that could have a material
effect on the financial statements.

s nec

may not prevent or detect misstatements, Projections of

?;d’\?i‘* i

Because of inherent limitations, internal control over financial reparting
any evaluation of effectiveness to future periods are subject to t;ze risks that controls may become inadequate because of ¢
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Management, under the supervision of and with the participation of the Company’s Chief Executive Officer and the Chief Financial
Officer, assessed the effectiveness of the Cornpany's internal comm over financial reporting based on the criteria set forth by the
Committee of Sponsoring Organizations of the Treadway Commission in Internal Control-Integrated Framework (199.2). Based on its
assessment, management concluded that the Company's internal control over financial reporting is effective as of October 31, 2013,

During fiscal 2013, the Company acquired all of the outstanding stock of Reinhold Industries, Inc. {“Reinhold") and Lucix Corpo-
ration ("Lucix”). See Note 2, Acquisitions, of the Notes to Consolidated Financial Statements, for additional information. As permitted
by the Securities and Exchange Commission, companies are a :Ownd to exclude acquisitions from their assessment of internal
control over financial reporting during the first year of an acquisition and management elected to exclude Reinhold and Lucix from its
assessment of internal control over financial reporting as of October 31, 2013, Reinhold and Lucix in aggregate constitute 19.5% of
the Company's consolidated total assets as of October 31, 2013 and 3.4% of the Company's consolidated net sales for the fiscal year
ended October 31, 2013

Deloitte & Touche LLP, an independent registered public accounting firm, audited the Company's consolidated financial statements
included i this Annual Report for the year ended October 31, 2013, A copy of their report is included in this Annual Report. Deloitte &
Touche LLP has issued their attestation report on management’s internal control over financial reporting, which is set forth below.

5311 and 31.2 toits Form 10-K for the
year ended October 31, 2013, the required certifications of its Chief Executive Officer (CEQ) and Chief Financial Officer under Section
302 of the Sarbanes-Oxley Act regarding the quality of its public disclosures, HEICO Corporation’s CEO also has submitted to the
New York Stock Exchange (NYSE) following the March 2013 annual meeting of shareholders, the annual CEO rex‘txf cation stating that
he is not aware of any vielation by HEICO Corporation of the NYSE's corporate governance listing standards. All Board of Directors
Committee Charters, Corporate Governance Guidelines as well as HEICO's Code of Ethics and Business QOﬂdL ct are located on
HEICO's website at www.heico.com.

HEICO CORPORATION
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HEICO CORPORATION AND SUBSIDIARIES

DEPEND

ACCOUN

To the Board of Directors and Shareholders of
HEICO Corporation
Hollywood, Florida

We have audited the internal control over financial reporting of HEICO Corporation and subsidiaries {the * ‘Company”) as
of October 31, 2013, based on criteria established in internal Control - Integrated Framework {1992} issued by the Committee of
Sponsoring Qrg:‘amgaticms of the Treadway Commission. As described in Management’s Annual Report on Internal Control Over Financial
Reporting, m agément excluded from its assessment the internal control over financial reporting at Reinhold Industries, Inc. and
Lucix Corporation {collectively the “Excluded Acquisitions”}, which were acquired during 2013 and whose financial staterments
itute 19.5% of total assets and 3.4% of net sales of the consolidated financ c‘d statement amounts as of and for the year ended
QL ob@ 31, 2013, Accordingly, our audit did not include the internal control over financial rs}mrtmg of the Excluded Acquisitions. The
Company’s management is responsible for maintaining effective internal control over fu iancial reporting and for its assessment of the
effectiveness of internal control over financial reporting, Included in the accompanying Management's Annual Report on Internal Control
Over Financial Reporting. Our responsibility is to express an opinion on the Cormpany's internal control over financial reporting based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board {United States),
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstanc-
25, We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company's
principal executive and principal financial officers, or persons performing similar functions, and effected by the company’s board of
directors, management, and other personnel to provide reasonable assurance rsagammg the reliability of financial reporting and the
zrfnpaz'at'fm of financial statemnents for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over finandial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detall, accurately and fairly reflect the trs ) nd dispositions of the assets of the company; (2] provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial staternents in accordance with generally
accepted actounting principtes and that receipts and expenditures of the company are being made only in accordance with authoriza-
tions of management and directors of the company; and {3) provide reasonable assurance ﬁgard ing prevention or timely detection of

unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis.
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to
the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies
of procedures may deteriorate.

Inour opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of October
1, 2013, based on the criteria established in Internal Control-Integrated Framework (1992)issued by the Committee of Sponsoring
Organizations of the Treadway Commission
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States), the
consolidated financial statements as of and for the year ended October 31, 2013 of the Company and our report dated December 19,
2013 expressed an unqualified opinion on those financial statements.

DELOITE & TOUCHE LLP
fified Public Accountants

Miami, Florida
Decemnber 19, 2013
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Corporate Offices

3000 Taft Street
Hollywood, FL 33021
Telephone: 954-987-4000
Facsimile: 954-987-8228
www.heico.com

Flight Support Group

Action Research Corporation
Aero Design, Inc.

Aircraft Technology, Inc.

Blue Aetospace LLC

CSt Aerospace, Inc.

DEC Technologies, Inc.

Future Aviation, inc.

HEICO Aerospace Carporation
HEICO Aerospace Holdings Corp.
HEICO Aerospace Parts Corp.
HEICO Component Repair Group -~ Miami
HEICO Flight Support Corp.
HEICO Parts Group

HEICO Repair Group

Inertial f;\irtine Services, Inc.

Jet Avion Corporation

Jetseal, Inc.

LP! Corporation
McClairsinternational, Inc.
Niacc-Avitech Technologies, Inc.
Prime Alr, LLC and Prime Air Europe
Reinhold industries, Inc.

Seal Dynamics LLC

Sunshine Avipnics LLC

Thermal Structures, Inc,

Turbine Kinetics, Inc.

Electronic Technologies Group
3D-Plus, SAS
Analog Modules, Inc.
Connectronics Corp. and Wiremax
dB Control Corp.
Dukane Seacom, Inc.
EMD Teé:hnologies Incorporated
Engineering Design Team, Inc.
HVT Graup, Inc.

Dielettric Sciences, Inc.
Essex X-Ray & Medical Equipment LTD

Leader Tech, Inc.
Lucix Corporation
Lumina Power, Inc.
Radiant Power Corp.
Ramona Research, In¢.
Santa Barbara Infrared, Inc.
Sierra Microwave Technology, LLC
Switcheraft, Inc. and Conxall
VPT, Inc.

Registrar & Transt

Computershare Investor Services
P.0.BOX 30170

College Station, TX 77842-3170
Telephone: 800-307-3056
www.computershare.com/investor

Mew York Stock Exchange Sym

Class A Common Stock - “HELA"
Common Stock - "HEI"

The Company's Annual Report on Forrm 10-K
for 2013, as filed with the Securities and
Exchange Commission, is available without
charge upon written request to the Corporate
Secretary at the Company's headquarters.

Any inquiry to any member of the Company’s
Board of Directors, including, but not limited
to “independent” Directors, should be
addressed to such Director(s) care of the
Company’s Headquarters and such inquiries
will be forwarded to the Director(s) of whom
the inquiry is being made.

The Annual Meeting of Shareholders
will be held on Friday,

March 21, 2014 at 10:00 a.m.

at the JW Marriott Miami Hotel
1109 Brickell Avenue

Miami, FL 33131

Telephone: 305-329-3500

Sha sider Inform
Elizabeth R. Letendre
Corporate Secretary
HEICO Corporation

3000 Taft Street
Hollywood, FL 33021
Telephone: 954-987-4000
Facsimile: 854-987-8228
eletendre@heico.com

HEIC




