


1928 $ 75,129 $ -2,570 $ - $ -2,570 $ 38,756 
1929  227,978  8,027  599  7,428  49,837
1930  339,732  15,666  1,158  14,508  60,591
1931  402,463  21,516  1,857  19,659  78,097
1932  482,525  16,839  2,787  14,052  90,187
1933  629,751  34,614  6,160  28,454  109,025
1934  904,580  52,115  10,159  41,956  149,176
1935  1,035,477  38,503  7,140  31,363  171,238
1936  1,299,185  70,234  13,187  57,047  185,119
1937  1,520,199  72,622  17,647  54,975  240,140
1938  1,858,252  78,305  18,185  60,120  358,621
1939  3,180,241  136,902  27,320  109,582  476,750
1940  3,928,342  176,301  50,505  125,796  623,521
1941  6,109,724  348,690  149,020  199,670  738,536
1942  6,592,707  337,252  204,234  133,018  859,449
1943  8,205,316  430,634  260,084  170,550  1,032,182
1944  10,084,893  489,547  310,082  179,465  1,202,955
1945  11,355,633  532,944  323,302  209,642  1,415,974
1946  19,237,291  1,621,541  650,060  971,481  2,379,001
1947  18,531,472  1,088,967  429,045  659,922  3,029,334
1948  20,729,280  1,176,590  438,498  738,092  4,005,910
1949  19,845,875  1,067,096  420,175  646,921  4,372,831
1950  24,447,042  1,454,832  636,275  818,557  4,966,086
1951  26,244,669  1,168,405  601,386  567,019  5,325,561
1952  28,468,962  1,416,235  744,330  671,905  5,647,553
1953  29,731,105  1,408,213  736,190  672,023  6,022,077
1954  30,744,504  1,642,148  864,331  777,817  6,449,894
1955  34,073,288  1,921,777  1,020,148  901,629  7,001,523
1956  41,325,377  2,473,384  1,309,667  1,163,717  7,815,241
1957  48,140,313  3,328,598  1,752,800  1,575,798  8,969,272
1958  56,504,293  4,251,175  2,261,582  1,989,593  10,807,320
1959  71,581,580  6,001,005  3,165,042  2,835,963  13,285,215
1960  75,010,726  5,661,551  2,988,000  2,673,551  14,967,697
1961  80,533,146  6,491,113  3,481,000  3,010,113  17,142,687
1962  90,248,450  7,107,524  3,795,000  3,312,524  19,213,273
1963  96,651,445  7,210,807  3,850,000  3,360,807  21,189,880
1964  120,313,692  9,324,827  4,620,000  4,704,827  29,268,289
1965  171,545,228  12,262,510  5,890,000  6,372,510  45,565,926
1966  175,132,785  12,409,363  6,030,000  6,379,363  47,308,163
1967  204,893,008  14,918,758  7,272,000  7,491,411  55,679,256
1968  245,443,798  19,330,334  10,362,000  8,794,941  63,649,275
1969  303,455,677  24,228,557  13,240,000  10,778,467  77,437,679
1970  340,036,395  28,163,228  14,600,000  13,290,852  85,290,945
1971  387,138,252  33,897,667  16,966,000  16,535,006  95,476,147
1972  450,500,768  36,104,767  18,200,000  17,567,931  108,053,465
1973  501,189,438  42,088,098  21,280,000  20,341,677  121,548,638
1974  572,833,282  50,234,298  25,408,000  24,005,057  137,156,965
1975  678,353,280  63,552,088  32,650,000  29,981,108  163,092,941
1976  846,192,692  79,321,897  40,538,000  37,763,166  206,861,402
1977  942,958,756  88,365,511  44,918,000  42,243,015  233,641,292
1978  1,148,632,000  105,070,000  53,429,000  50,263,000  275,127,000
1979  1,337,468,000  121,953,000  58,808,000  61,715,000  320,706,000
1980  1,431,713,000  133,996,000  64,545,000  67,833,000  359,889,000
1981  1,584,642,000  154,271,000  74,471,000  77,543,000  410,689,000
1982  1,936,524,000  193,560,000  92,552,000  100,167,000  581,915,000
1983  2,068,231,000  200,822,000  97,188,000  103,634,000  636,218,000
1984  2,303,594,000  234,713,000  115,046,000  119,667,000  701,113,000
1985  2,332,544,000  245,203,000  118,962,000  126,241,000  729,231,000
1986  2,394,072,000  240,565,000  119,013,000  121,552,000  758,493,000
1987  2,606,246,000  262,068,000  113,776,000  148,292,000  760,256,000
1988  2,941,963,000  290,445,000  109,072,000  181,373,000  863,159,000
1989  3,161,198,000  321,877,000  122,389,000  199,488,000  971,764,000
1990  3,319,394,000  333,219,000  126,623,000  206,596,000  1,033,100,000
1991  3,434,642,000  335,027,000  127,350,000  207,677,000  1,126,718,000
1992  3,668,814,000  353,998,000  134,210,000  219,788,000  1,235,366,000
1993  4,384,294,000  425,829,000  166,961,000  257,813,000  1,445,263,000
1994  4,858,415,000  474,868,000  186,320,000  288,548,000  1,526,165,000
1995  5,261,904,000  510,794,000  201,626,000  309,168,000  1,650,882,000
1996  5,697,592,000  545,233,000  215,157,000  330,076,000  1,732,054,000
1997  5,981,224,000  565,600,000  223,203,000  342,397,000  1,859,468,000
1998  6,587,576,000  589,117,000  233,323,000  355,794,000  2,053,332,000
1999  7,950,822,000  628,067,000  250,445,000  377,622,000  2,177,517,000
2000  8,369,857,000  646,750,000  261,427,000  385,323,000  2,260,806,000
2001  8,220,668,000  603,813,000  242,289,000  361,524,000  2,345,123,000
2002  8,258,927,000  605,736,000  238,236,000  367,500,000  2,130,009,000
2003  8,449,300,000  571,743,000  218,101,000  353,642,000  2,312,283,000
2004   9,097,267,000    635,919,000   240,367,000   395,552,000   2,544,377,000 
2005   9,783,050,000    709,064,000    271,630,000    437,434,000    2,693,957,000 
2006     10,457,942,000      770,916,000       295,511,000       475,405,000    2,549,991,000  
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 2006 Increase 2005 Increase 2004 

Net Sales $ 10,457,942,000    7% $ 9,783,050,000  8% $ 9,097,267,000  
Income Before Income Taxes     770,916,000    9%  709,064,000  12% 635,919,000  
Income Taxes     295,511,000    9%  271,630,000  13%  240,367,000  
Net Income     475,405,000    9% 437,434,000  11% 395,552,000  
Current Ratio    3.2   -  3.0  - 3.2  
Shareholders� Equity    2,549,991,000   -5%  2,693,957,000  6% 2,544,377,000  
Rate Earned on Shareholders� Equity
 at the Beginning of the Year  17.6% - 17.2% - 17.1% 
Average Common Shares Outstanding-       
 Assuming Dilution    172,486,000   -  175,007,000  - 175,660,000  
Per Common Share:       
 Diluted Net Income  $2.76   10% $2.50  11% $2.25  
 Dividends Declared  $1.35  8% $1.25  4% $1.20  







We are pleased to report that Genuine Parts Company achieved 
another record level of sales and earnings in 2006.

Total sales for 2006 rose to $10.5 billion, an increase of 7% com-
pared to 2005, and our �rst year to surpass the $10 billion revenue 
milestone. �is is a signi�cant achievement for the GPC team!   
Our progress in 2006 follows 8% increases in revenues in both 2004 
and 2005 and we remain encouraged by the positive trend in total 
sales growth for the Company. Net earnings for the year were $475 
million, an increase of 9% compared to 2005, and earnings per share 
were $2.76, up 10%. 2006 represents our third consecutive year of 
double-digit growth in earnings per share.

With another record year behind us, we have now increased sales in 56 
of the last 57 years and increased pro�ts in 44 of the last 46 years. We 
are proud of this record and we feel that it re�ects our unending com-
mitment to steady and consistent growth at Genuine Parts Company.

Ongoing asset management initiatives and the continued generation 
of consistent and strong cash �ows helped to further strengthen our 
�nancial condition in 2006. Our year-end ratio of current assets to 
current liabilities was 3.2 to 1 and working capital as a percentage of 
sales improved for the third consecutive year to 25%. Cash �ow from 
operations was consistent with last year at $434 million and, after 
deducting dividends and capital expenditures, we generated positive 
free cash �ow of $79 million. At December 31, 2006, our total debt 
was $500 million, which was unchanged from the prior year. 

During 2006, we used our cash to repurchase 2.9 million shares of 
our Company stock. We continue to view this as a good use of cash 
and, at our August 2006 Board meeting, our Directors authorized 
an additional 15 million shares for repurchase. As of December 31, 
2006, we have 15.3 million shares available for repurchase under 
our current program. We will continue to make opportunistic share 
repurchases in 2007. We also invested $126 million in capital expen-
ditures in our businesses and we returned $228 million to shareholders 
through dividends paid in 2006.

�e Company has paid a cash dividend to shareholders every year 
since going public in 1948, and in 2006 we improved our dividend 
by 8% to $1.35 per share, representing our 50th consecutive year 

of increases. �e Board of Directors, at its meeting on February 19, 
2007, raised the cash dividend payable April 2, 2007 by 8% to an 
annual rate of $1.46 per share, or 53% of our 2006 earnings. 2007 
will be our 51st consecutive year of increased dividends paid to our 
shareholders.

Again in 2006, each of our four business segments contributed to 
our overall progress for the year. Motion Industries, our Industrial 
Distribution company, reported very strong results, with its sales 
increasing 11% for the third consecutive year. Looking ahead to 
2007, the outlook for the industrial markets served by Motion is 
promising. �e manufacturing sector of the economy, as measured 
by the Industrial Production and Manufacturer Capacity Utilization 
indices, remains healthy and customer demand is likely to provide  
us further growth opportunities. EIS, our Electrical/Electronic  
segment, also bene�ted from the strength in the manufacturing  
sector and, in 2006, reported a 20% increase in sales for the year.  
We expect 2007 to be another good year for EIS. 

S.P. Richards, our O�ce Products company, improved sales by 7% 
for the year, and this follows an 8% increase in sales in 2005. �e 
O�ce Products Group generates consistent and steady results and we 
are encouraged by its performance in 2006. �is year�s solid progress 
re�ects our product and customer expansion e�orts and the continued 
development of e�ective marketing programs and dealer services. In 
2007, we expect these initiatives, combined with the ongoing growth 
in Gross Domestic Product (GDP) and white-collar employment, to 
drive additional progress for the O�ce Products Group.

�e Automotive Parts Group, our largest business group, increased 
sales by 3% in 2006, following 6% increases in 2004 and 2005. Core 
NAPA operations, which excludes our Johnson Industries subsidiary, 
improved revenues by 5%, so the progress made in our ongoing 
Automotive operations was somewhat o�set by our decision in 2005 
to downsize the operations at Johnson Industries. We continue to 
believe this was the right decision for the Company. Looking ahead, 
we expect our Automotive growth initiatives to position the group for 
solid progress in 2007 and beyond. In addition, market factors such 
as total vehicles on the road, the age and mix of the vehicles and miles 
driven, remain positive for the industry and they create excellent 
growth opportunities for the Automotive Parts Group.

�e GPC Board, at its meeting in November 2006, elected George C. 
�Jack� Guynn as a new Director.  Mr. Guynn is the retired President 
and Chief Executive O�cer of the Federal Reserve Bank of Atlanta. 
Jack is an experienced and successful executive and we are pleased to 
have him joining our Board. We look forward to his contributions in 
the years ahead. We are asking the shareholders to elect Jack, along 
with all other Directors, at the April 23, 2007 Shareholders� Meeting.

During 2006, there were a number of management changes and 
promotions that we would like to share with you. G. �omas Braswell, 
our Senior Vice President � Information Technology, retired from the 
Company in February 2007. Tom�s impressive career at Genuine Parts 
Company spans over 40 years and the Company has bene�ted greatly 



from his guidance and dedicated service. We want to thank Tom for 
his many contributions and wish him the very best in his retirement. 
We are pleased to inform you that Keith O. Cowan has joined the 
Company and at our February 2007 Board meeting, the Directors 
elected him to the position of Executive Vice President. Keith will be 
involved in areas such as Information Technology and Telecommunica-
tions, as well as Strategic Planning and Business Development. He has 
distinguished himself over his career and for the last ten years Keith 
has held several key executive management positions with BellSouth 
Corporation in Atlanta, Georgia. Keith is a very talented business 
executive and we look forward to his future contributions. 

In the Automotive Parts Group, Cary V. Carter has been promoted to 
Senior Vice President � Stores, e� ective January 2007. Cary joined the 
Company in 1979 and has held several important automotive posi-
tions over the years. His vast experience and store focus make him an 
excellent choice for this key leadership role. In our Mexican automotive 
operations, Juan Lujambio has been promoted to President and CEO 
of Auto Todo. Juan joined the Company in early 2002 as Vice President 
of Sales and Marketing and has done a � ne job for us. We are pleased to 
have him in this leadership position at Auto Todo. 

At EIS, John A. Steel, Senior Vice President, retired from the Company 
on December 31, 2006. John joined EIS in 1978 and over his long 
and distinguished career he successfully led its Fabrico Division. We 
thank John for his great leadership and wish him all the best in the years 
ahead. To replace John, � omas A. Jones was promoted to Senior Vice 
President and General Manager � Fabrico, e� ective July 2006. Tom has 
been with EIS since 1978 and is uniquely quali� ed to lead Fabrico into 
the future. Lastly, Larry L. Gri�  n was promoted to Senior Vice President 
� Marketing, in May 2006. Over Larry�s many years in the industry, he 
successfully demonstrated his managerial and business building skills. 
We are pleased to have Tom and Larry in their new positions.

You can read more about 2006 and the progress made throughout each 
of our four business segments in the pages that follow. We are pleased 
with the sales and earnings achieved in 2006 and we feel good about 
the quality of our balance sheet and our strong � nancial condition. 

As we move into the new year, we are well positioned to show addi-
tional progress in these areas in 2007. In each of our businesses, 
growing revenues, improving operating margins and enhancing our 
asset management and working capital e�  ciencies remain primary 
goals. Importantly, we are optimistic that the right people and strategic 
plans are in place to achieve these goals.

In closing, we want to express our appreciation to our employees, 
customers, vendors and shareholders for your commitment to and 
ongoing support of Genuine Parts Company.  

Respectfully submitted,

� omas C. Gallagher  Jerry W. Nix
Chairman, President and   Vice Chairman and
Chief Executive O�  cer  Chief Financial O�  cer

March 2, 2007
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� e Automotive Parts Group also includes Balkamp, Inc., a majority-
owned subsidiary that purchases, packages and distributes over 30,000 
service and supply items through the NAPA system. Under the name 
Rayloc, we operate four plants where automotive parts are remanufac-
tured and distributed through the NAPA system. Additionally, we operate 
Johnson Industries, an independent distributor of ACDelco, Motorcraft 
and other aftermarket parts, equipment and supplies.

Our market extends throughout North America. NAPA Canada/UAP Inc. 
is one of Canada�s leading automotive distributors as well as Canada�s largest 
independent heavy vehicle parts distributor. � e operating programs and 
marketing initiatives utilized in our Canadian operations are fully integrated 
with our U.S. NAPA system. We are represented in Mexico by Auto Todo, 
one of that country�s largest automotive aftermarket organizations. We are 
encouraged by the prospects of continued growth throughout the North 
American markets we serve.



� e Automotive Parts Group posted a 3% increase in revenue in 
2006 and this follows two strong years in 2004 and 2005. We are 
encouraged by this group�s ability to generate positive sales growth 
over these periods. � is is especially true for 2006, as demand in 
the automotive aftermarket was impacted by rising gas prices and 
its e� ect on miles driven and consumer spending. Our sales growth 
initiatives, combined with e� ective cost management, support our 
e� orts to consistently improve our operating performance.  

� e automotive aftermarket industry is very large and continues 
to grow. � e Wholesale or Do-it-for-Me (DIFM) market represents 
professional service and repair facilities and accounts for an estimated 
75% of the industry. � e Retail market represents the Do-it-Yourself 
(DIY) customer and is approximately 25% of the industry. � e 
Automotive group works in concert with our NAPA AUTO PARTS 
stores to continually grow our business with both wholesale and 
retail customers.  

� e NAPA business model was originally founded upon serving 
the wholesale market. Over the years, we have developed a signi� cant 
number of program o� erings, which we believe best meet the demands 
of our wholesale customers. Examples include NAPA AutoCare, 
NAPA Collision Centers and NAPA Truck Service Center programs, 
which provide business tools and support to one of the nation�s largest 
independent automotive service and repair networks. � e NAPA 
Major Accounts Program assists the NAPA AUTO PARTS stores 
in securing preferred vendor agreements with nationally recognized 
companies.  Integrated Business Solutions (IBS) is a sophisticated 
inventory management service that e� ectively handles the inventory 
procurement and stocking requirements for larger wholesale customers.  

We are also focused on the specialty markets component of our 
wholesale business and we continue to invest in trained personnel, 
tailored inventory and aggressive promotion. Niche markets such as 
heavy duty, paint, body & equipment, farm and marine, and tools & 
equipment o� er us many growth opportunities. In September 2006, 
we announced plans to open a new heavy vehicles division in the U.S. 
dedicated to replacement parts for heavy duty trucks and trailers. � is 
division follows our Canadian heavy duty business template and, over 
the next several years, we expect to achieve a much greater presence 
in this market.

To e� ectively compete in the retail market, we are focused on initiatives 
such as improved NAPA AUTO PARTS store merchandising and 
in-store service and facility upgrades. Ensuring e� ective and consistent 
planograms, competitive retail pricing, convenient retail hours, well-
trained personnel and store upgrades and resets are a few examples 
of the ways we are growing our retail business. � ese initiatives create 
an inviting shopping experience for the DIY customer and support 
our complete and dominant product o� ering. Our proprietary store 
inventory management system, Marketplace Inventory Classi� cation 
(MIC), provides the data necessary to accurately align each store�s 
inventory with its speci� c market.

We continue to focus on new distribution with a strategy of position-
ing our NAPA AUTO PARTS store base in market areas where we 
anticipate signi� cant growth opportunities. In 2006, we added 64 net 

new stores across the U.S. and believe we have tremendous additional 
opportunities. During 2007, we plan to further expand our footprint 
with more new Company-owned and independently owned stores.

Technology and connectivity remain essential elements in our customer 
service strategy. � e rollout of new and improved technology has 
better enabled NAPA and NAPA AUTO PARTS stores to conduct 
business with both retail and wholesale customers. � e NAPA Wide 
Area Network (WAN) connects thousands of stores and provides 
business-building tools for both the NAPA stores and their commercial 
accounts. In addition, NAPA TRACS, a leading shop management 
system, provides repair estimating, management and technical solu-
tions for any wholesale customer. It also contains electronic ordering, 
eProcurement and 24/7 access to the on-line NAPA PartsPRO 
catalog, which has over 320,000 parts and product images, among 
other information. Other technological applications at NAPA include 
NAPAONLINE.com, used primarily by our retail customers, and 
NAPA PROLink and NAPA WebConnect CRM, used by our 
wholesale customers. Finally, through Ibiz, we provide NAPA 
cataloging, eProcurement and pricing to users of third party Shop 
Management Systems (SMS), further extending our connectivity 
to repair facilities.

� e NAPA brand is widely recognized by North American consumers 
and professional technicians and its continued strength gives us a 
competitive advantage in the industry. Our national and local advertis-
ing is designed to reinforce this awareness of NAPA and build on the 
bene� ts of quality parts, quality service and knowledgeable people. 
� e NAPA advertising program delivers high visibility exposure 
through national television, radio, print and internet advertising, 
targeted sponsorships and high-quality local advertising materials.  

In 2007, we see opportunities for additional growth in the Automo-
tive Parts Group. Our sales initiatives, combined with initiatives to 
control costs, are in place to improve this group�s operating perfor-
mance and further strengthen our leadership position in the industry.  
In addition, we expect the economic factors noted earlier, and which 
impacted our business to some degree in 2006, to become favorable in 
the year ahead. � is bodes well for companies with sound growth plans 
such as ours. 2006 marked a good year in the parts business, and we are 
optimistic about generating more positive results in 2007.
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� e Company operates more than 500 locations, including 
464 branches, 9 distribution centers and 36 service centers 
throughout the U.S. and Canada. � rough this extensive 
operating network, our customers have access to nearly three 
million quality parts, sourced from a global manufacturing 
base. Our network also enables us to �Deliver the Di� erence� 
through a variety of specialized services that distinguishes 
Motion from the competition.  

Motion Industries had a very good year in 2006 and became 
the � rst company in the MRO bearing and power transmission 
industry segment to achieve sales over $3 billion. � is record 



sales level marks the third consecutive year of 11% revenue growth, 
so we have participated in the on-going strength of the vast indus-
trial markets we serve. In addition to increased customer demand 
during this period, we have also experienced success with initia-
tives such as product line expansion, targeted industries, branch 
expansion and acquisitions. �ese initiatives match well with our 
e�orts to enhance operations and reduce costs via our Operational 
Excellence in Motion program. Combined, they were the basis for 
our improved operating performance in 2006 and will serve as a 
catalyst for future growth at Motion Industries.
 

Motion features 24/7/365 product delivery and service from our 
distribution facilities. We provide customers with expert repair 
and fabrication services as well as inventory management and 
logistics solutions. In addition, our highly trained sta� of sales 
representatives and �eld product specialists provide customers 
with on-site technical assistance, parts and service solutions, as 
well as inventory and cost savings consultations.  

We have strengthened our sales growth e�ort through joint supplier 
sales and marketing initiatives to target and promote speci�c 
product categories. Examples include industry segment product 
promotions and TargetingMRO market development programs. 
�ese programs are strategically developed and executed as a joint 
initiative with Motion suppliers and are created to meet speci�c 
customers� needs. We are encouraged by the success of these pro-
grams and their potential to generate additional revenue growth. 

We continue to expand Motion�s product o�ering to better serve 
our current customers and gain coverage for potential new MRO 
markets. Over the past few years, we have invested more heavily 
in product categories such as hydraulics and pneumatics, indus-
trial automation products, material handling lines and industrial 
supplies. In addition, with our added product coverage, we are 
pursuing sales opportunities in targeted industries including 
waste water treatment, power generation, ethanol production, 
rail transportation and ports, among others. 

We also continue to grow our geographical footprint in North 
America.  In 2006, we expanded our distribution network by 
opening 10 new Motion locations. �is has enabled us to capture 
and retain business in the evolving markets across the continent.   
In addition, we grew our market presence in 2006 by another 31 
locations via two acquisitions. In July 2006, we acquired Lewis 
Supply Company and, in September 2006, we acquired Ruston 
Industrial. Both of these companies serve to expand our o�ering 
of industrial supplies and our future growth strategy includes 
additional acquisitions of this type. 

Our specialized service o�erings include Cost Management 
Processes (CMP), Asset and Repair Tracking program (ART), 
Storeroom and Replenishment Tracking (START) and Motion 
Institute Training Center. CMP delivers plant solutions through 

cost savings and productivity programs. ART is designed to track 
customers� warranty and repair information and adds value by 
allowing our customers to streamline their entire repair process and 
track the status with customized, on-line reporting capabilities.
START adds value by providing signi�cant transactional e�ciencies 
to plant storeroom management. During 2006, the Motion Institute 
successfully trained thousands of customers and employees in 
current industrial technology.

�e Operational Excellence program at Motion Industries supports 
our growth initiatives through more e�cient and e�ective operations 
across the Company. �is on-going initiative serves to improve 
e�ciencies, reduce costs and enhance overall performance via 
increased productivity. �e end results are improved pro�tability 
and increased capabilities for �Delivering the Di�erence� to  
our customers.  

For example, Motion�s internal systems and e-business capabilities 
have improved under this program. 2006 represented our �rst full 
year of operations with a newly installed warehouse management 
system and as a result we are achieving increased e�ciency, accuracy 
and productivity in our warehouse operations. In addition, 
oure-business capabilities such as MotionIndustries.com and 
MiSupplierConnect continue to improve and, today, o�er more 
sophisticated customer and supplier applications.  

We are very pleased with the improved operating performance  
at Motion Industries and we expect 2007 to be another good  
year for our industrial business. �e favorable economic condi-
tions that have bene�ted our manufacturing customer base over 
the last few years remain healthy. Our strategic initiatives and  
special attention to our valued supplier and customer relationships 
will also drive continued sales and earnings growth and operational 
excellence. At Motion Industries, we aim to �Deliver the Di�erence� 
as a globally competitive supplier to the MRO industrial market. 
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� e company�s comprehensive array of specialized services, logistical 
capabilities and marketing programs create value for our customers, 
including independent resellers, large contract stationers, national 
o�  ce supply superstores, mail order distributors and Internet resellers.  
Our ful� llment capabilities allow us to serve all types of resellers, even 
those who operate a virtually stockless business model. In addition, 
our national distribution network enables resellers in any part of the 
country to serve their customers on a nationwide basis. By providing 
convenient access to a broad range of quality products, excellent ser-
vice and innovative programs, we continue to provide our customers 
with the tools they need to successfully grow their businesses. 



�e S.P. Richards organization includes the Horizon USA group and 
S.P. Richards Canada. Horizon specializes as the sales and marketing 
arm of S. P. Richards in the business technology supplies sector, which 
includes technology supplies, accessories and business machines. �eir 
keen focus on this category provides a unique level of expertise and 
in-depth product knowledge to resellers in this fast-changing product 
category. S.P. Richards Canada distributes o�ce supplies, technology 
supplies and furniture products from locations in Vancouver, Calgary, 
Winnipeg and Toronto.

S.P. Richards delivered solid results in 2006, with revenues increasing 
7%. �is follows sales growth of 8% in 2005 and 6% in 2004, and 
re�ects favorable business conditions and e�ective growth initiatives 
in all three years. In 2006, sales to both independent dealers and 
national accounts grew at comparably strong rates, and we made  
great progress with sales through new customer channels. Sales at  
S.P. Richards Canada were also very encouraging, as were sales of 
proprietary brand products. 

Our 2006 growth initiatives emphasized product line expansion  
and new products, enhanced marketing materials and e-content  
and continued development of new customer channels. Initiatives  
to streamline operations and realize cost savings via Operational  
Excellence were also implemented in 2006 to support these sell side  
initiatives and further improve S.P. Richards� operating performance. 
�ese sell and cost side e�orts helped drive our results in 2006 and 
their continued emphasis provide future growth opportunities.

S.P. Richards distributes a broad range of business products sourced 
from hundreds of leading manufacturers worldwide. On-going product 
line expansion serves to improve our o�ering and further strengthen 
our resellers� position as the single source solution to their customers� 
business products needs. Expansion of our o�ce furniture and emerging 
product categories, such as cleaning and breakroom supplies, school 
supplies and healthcare products, has helped our resellers acquire new 
customers and further penetrate their existing client base.  

We meet our customers� growing demand for competitively priced 
commodity products through the expansion of S.P. Richards� pro-
prietary brand program. Proprietary brand sales were very strong in 
2006 and these value alternatives provide us with opportunities for 
more growth in the years ahead. Today, our proprietary lines include: 
Sparco o�ce supply basics; Elite Image new and remanufactured toner 
cartridges and premium papers; Lorell o�ce furniture; Compucessory 
computer accessories; Nature Saver recycled paper products; and 
Integra writing instruments. An important highlight in 2006 was the 
accelerated growth and further expansion of the Genuine Joe brand  
of cleaning and breakroom supplies that was introduced in 2005.

Improving our marketing programs and dealer services remain another 
important growth driver for S.P. Richards. �ese tools are designed 
to help the Company and its resellers capture new business, retain 
and grow existing customer accounts and maximize the relationships 
that build the foundation for pro�table long term growth. Examples 
include a wide variety of catalog o�erings, such as the full line catalog 
representing our most complete product o�ering. We also provide 
promotional and category speci�c catalogs, including o�ce furniture 
and school supply catalogs. An array of �yers, such as the Flex-Flyer, 

which allows the dealer to determine product pricing and mix, and 
the innovative Signature Series �yer complement our catalog o�ering.

Other programs and services for the reseller include a comprehensive 
o�ering of management support tools that address such disciplines as: 
e-content and e-commerce; technology; operations and pro�tability; 
human resources and training; national distribution; and furniture 
support services. Many of these educational and management tools are 
delivered over the internet through SPR University, a convenient and 
cost e�ective on-line training platform available to dealers. We are also 
improving our e-content database of images, product-related informa-
tion and indexing that our resellers use to populate their websites and 
drive their e-commerce sales. We expect to begin realizing the bene�ts 
of these enhancements in early 2007.

Another signi�cant o�ering, the SPR Advantage Program, represents 
a collection of services, tools, and education and training resources 
that support our ��rst call� independent o�ce products dealers. �e 
services and support tools in this program are improved each year 
to best enable the resellers to compete more e�ectively in their 
marketplaces, thus positioning S.P. Richards as a valued resource 
and consultant to our customers.

In 2006, S.P. Richards implemented an Operational Excellence initiative 
to streamline operations and realize cost savings. Areas of focus range 
from improved freight management and enhanced fuel programs to 
greater utilization of our warehouse management systems. We are 
encouraged by the progress made towards Operational Excellence a 
nd the opportunity to further improve our high standard of customer 
service and operating performance.

S.P. Richards continued the tradition of delivering excellent support 
to business products resellers in 2006. By providing the most complete 
lines of quality business products and e�ective and innovative marketing 
programs, dealer services and logistical capabilities, we successfully 
grew our business with existing customers and were successful in 
expanding our customer base as well. �e economic climate remains 
healthy for the o�ce products industry and our sales, marketing and 
Operational Excellence initiatives are in place to continue to grow 
both our business and that of our valued customers in 2007. 
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EIS o� ers cost e� ective distribution services through a network of 34 
stocking and sales locations in the U.S., Mexico and Canada. � ese 
locations provide our customers access to complete inventories, capable 
people and a comprehensive range of innovative logistics services. 

Total revenues increased by 20% in 2006. � e strong sales growth 
re� ects favorable market conditions, evident through continued 
manufacturing expansion in the U.S., as well as our commitment 
to on-going sales initiatives. Other initiatives involving cost manage-
ment and operational process improvement have allowed us to grow 
our operating pro� t and margin at a healthy rate, thus improving 
our operating performance in 2006.  

Our focus on new products, geographic expansion and customer 
growth serve as key growth initiatives at EIS. � ese initiatives have 
positioned EIS as the �one source� for process materials, production 
and MRO supplies at electrical and electronic assembly manufacturers 
throughout North America.

We continue to add new product lines such as motors for the apparatus 
repair industry and MRO supplies for all of our customers. In addition, 
we represent new thermal management products and continue to 

upgrade and expand our o� ering of silicones and greases. Furthermore, 
our initiatives to expand and grow our fabrication solutions for tradi-
tional electrical and new assembly markets are encouraging.  

Another source of growth for EIS has been geographic expansion beyond 
the U.S., where we continue to improve our North American distribution 
footprint. With three locations in Mexico and one location in Canada, 
we are better positioned to recognize the growth opportunities in their 
evolving electrical and assembly markets. 

Initiatives to grow sales with key customers represent another source for 
sales growth. In 2006, we completed phase one of a sales process restructur-
ing program designed to maximize customer growth through more focused 
contact with our accounts. We also o� er a number of services to provide 
solutions to our customers� unique requirements. Our proprietary inventory 
management systems (AIMS) as well as other product, technical and service 
solutions further strengthen EIS as our customers� �one source� supplier. 

At EIS, we believe our strategic initiatives, as well as market conditions, 
provide us with additional opportunities to grow revenues and improve 
operating performance. We continue to implement our strategic plans to 
capitalize on these opportunities and make 2007 another good year for 
the Company.



 

(in thousands, except per share data) 	
Year ended December 31,	 2006 2005 2004 2003 2002

Net sales $ 10,457,942   $ 9,783,050  $ 9,097,267  $ 8,449,300  $ 8,258,927
Cost of goods sold  7,182,447   6,718,964   6,267,544   5,826,684   5,704,749  
Operating and non-operating expenses, net  2,504,579    2,355,022   2,193,804   2,050,873   1,948,442 
Income before taxes and accounting change    770,916    709,064   635,919   571,743   605,736 
Income taxes    295,511   271,630    240,367   218,101   238,236  
Income before cumulative e�ect of a change       
 in accounting principle    475,405   437,434   395,552   353,642   367,500  
Cumulative e�ect of a change 
 in accounting principle   -      -     -      19,541*   395,090**
Net income (loss)  $ 475,405 $ 437,434 $ 395,552 $ 334,101 $ (27,590) 
Weighted average common shares 
 outstanding during year -        
   assuming dilution   172,486    175,007    175,660    174,480    175,104 
Per common share:         
   Diluted net income, excluding 
     cumulative e�ect $ 2.76 $ 2.50 $ 2.25 $ 2.03 $ 2.10
   Diluted net income (loss)  2.76  2.50  2.25  1.91  (0.16)
Dividends declared  1.35  1.25  1.20  1.18  1.16
   December 31 closing stock price  47.43  43.92  44.06  33.20  30.80 
Long-term debt, less current maturities  500,000  500,000  500,000  625,108  674,796 
Shareholders� equity  2,549,991  2,693,957  2,544,377  2,312,283  2,130,009 
Total assets $ 4,496,984 $ 4,771,538 $ 4,455,247 $ 4,127,956 $ 4,061,055 

 * �e cumulative e�ect of a change in accounting principle in 2003 represents a non-cash charge related to cash consideration received from vendors in  conjunction 
  with the Financial Accounting Standards Board�s EITF 02-16. Had the Company accounted for vendor  consideration in accordance with EITF 02-16  in prior years,  
  there would have been no signi�cant impact on net income (loss) and  diluted net income (loss) per share for the year ended December 31, 2002. In addition, in 
  accordance with EITF 02-16, approximately $102 million was reclassi�ed from selling, administrative and other expenses to cost of goods sold  for the year ended 
  December 31,  2003. Had the Company accounted for consideration received from vendors in accordance with EITF 02-16 in prior years, approximately $90 million  
  would have been reclassi�ed from selling, administrative and other expenses to cost of goods sold for the year  ended December 31, 2002.  
     
 ** �e cumulative e�ect of a change in accounting principle in 2002 represents a non-cash charge related to the impairment testing for goodwill in conjunction  with the  
  Statement of Financial Accounting Standards No. 142 �Goodwill and Other Intangible Assets.�   

 
High and Low Sales Price and Dividends per Common Share Traded on the New York Stock Exchange

 Sales Price of Common Shares   

Quarter 2006 2005

 High Low High Low
First $ 45.74 $ 41.41 $ 44.77 $ 41.65
Second 46.16 40.00 44.50 40.81
�ird 43.90 40.09 46.64 40.75
Fourth 48.34 42.60 45.70 41.40

 Dividends Declared Per Share

 2006 2005  

First $ 0.3375 $ 0.3125 
Second 0.3375 0.3125 
�ird 0.3375 0.3125 
Fourth 0.3375 0.3125  

Number of Record Holders of Common Stock as of December 31, 2006: 6,909	    


