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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended July 31, 2012

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from                    to                    

Commission file number 1-14959

BRADY CORPORATION
(Exact name of registrant as specified in charter)

Wisconsin 39-0178960
(State or other jurisdiction of (IRS Employer
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incorporation or organization) Identification No.)

6555 West Good Hope Road,

Milwaukee, WI 53223
(Address of principal executive offices) (Zip Code)

(414) 358-6600

(Registrant�s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Class A Nonvoting Common Stock, Par

Value $.01 per share

New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  x    No  ¨

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files).    Yes  x    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definition of �large accelerated filer�, �accelerated filer�, and �smaller reporting company� in Rule 12b-2 of the Exchange Act. (Check
one):

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  x

The aggregate market value of the non-voting common stock held by non-affiliates of the registrant as of January 31, 2012, was approximately
$1,441,914,982 based on closing sale price of $32.37 per share on that date as reported for the New York Stock Exchange. As of September 20,
2012, there were 47,406,559 outstanding shares of Class A Nonvoting Common Stock (the �Class A Common Stock�), and 3,538,628 shares of
Class B Common Stock. The Class B Common Stock, all of which is held by affiliates of the registrant, is the only voting stock.
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PART I

Item 1. Business

(a) General Development of Business

Brady Corporation (�Brady,� �Company,� �we,� �us,� �our�) was incorporated under the laws of the state of Wisconsin in 1914. The Company�s corporate
headquarters are located at 6555 West Good Hope Road, Milwaukee, Wisconsin 53223, and the telephone number is (414) 358-6600.

Brady Corporation is an international manufacturer of identification solutions and specialty materials that identify and protect premises, products
and people. The ability to provide customers with a broad range of proprietary, customized, and diverse products for use in various applications,
along with a commitment to quality and service, a global footprint and multiple sales channels, have made Brady a world leader in many of its
markets.

The Company�s primary objective is to build upon its leading market position and increase shareholder value by leveraging competitive strengths
including:

� Global leadership position in niche markets

� Innovation advantage � Internally developed products drive growth and help sustain gross profit margins

� Operational excellence � Continuous productivity improvement through global sourcing, the Brady Business Performance
System (�BBPS�), and SG&A effectiveness programs

� Disciplined acquisition process
(b) Financial Information About Industry Segments

The information required by this Item is provided in Note 7 of the Notes to Consolidated Financial Statements contained in Item 8 � Financial
Statements and Supplementary Data.

(c) Narrative Description of Business

Overview

The Company is organized and managed on a geographic basis within three regions: Americas, EMEA (Europe, the Middle East and Africa),
and Asia-Pacific, which are the reportable segments. Below is a summary of sales by reportable segments in the fiscal years ended July 31:

2012 2011 2010
Americas 45% 43% 44% 
EMEA 29% 30% 30% 
Asia-Pacific 26% 27% 26% 

Total 100% 100% 100% 

Across these regions, the Company operates three primary business platforms: Identification Solutions (�ID Solutions�), Direct Marketing and
Die-Cut. The ID Solutions business platform was referred to as the Brady business in prior filings. Below is a summary of sales by business in
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the fiscal years ended July 31:

2012 2011 2010
ID Solutions 56% 55% 54% 
Direct Marketing 27% 27% 27% 
Die-Cut 17% 18% 19% 

Total 100% 100% 100% 
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ID Solutions

Within the ID Solutions platform, the primary product categories include:

� Workplace safety and compliance, which includes facility identification, labeling systems, spill control, lockout/tagout, and software
services

� Product identification, which includes materials and printing systems for product identification, brand protection labeling, work in
process labeling, finished product identification, and bar coding that performs under a variety of harsh or demanding conditions

� Wire identification, which includes handheld printers, wire markers, sleeves, and tags

� People identification, which includes self-expiring name tags, badges, lanyards, and access control software and products
Approximately 75% of ID Solutions products are sold under the Brady brand. Safety and facility identification products are also marketed under
the Safety Signs Service brand, with some lockout/tagout products offered under the Scafftag brands. In the United States, identification
products for the utility industry are marketed under the Electromark brand, and spill-control products are marketed under the Sorbent Products
Company brand; security and identification badges and systems are included in the Temtec, B.I.G., Identicard/Identicam, STOPware, J.A.M.
Plastics, PromoVision, and Brady People ID brands; wire identification products are marketed under the Modernotecnica brand in Italy and the
Carroll brand in Australia; hand-held regulatory documentation systems are available under the Tiscor brand, and custom labels and nameplates
are available under the Stickolor brand in Brazil.

The ID Solutions platform offers high quality products with rapid response and superior service to provide solutions to customers. The business
markets and sells products through multiple channels including distributors, direct sales, mail-order-catalog marketing, and electronic access
through e-commerce. The business� sales force partners with end-users and distributors providing technical application and product expertise.

The ID Solutions platform serves customers in many markets, which include industrial manufacturing, electronic manufacturing, chemical, oil,
gas, food and beverage, aerospace, defense, mass transit, electrical contractors, and telecommunications, among others.

The ID Solutions platform provides differentiated, proprietary products, many which have been internally developed and manufactured. These
internally developed products include materials, printing systems, and software. Brady competes for business principally on the basis of
production capabilities, engineering, research and development capabilities, materials expertise, global account management where needed,
customer service, product quality and price. Competition in many of its product markets is highly fragmented, ranging from smaller companies
offering only one or a few types of products, to some of the world�s major adhesive and electrical product companies offering some competing
products as part of their overall product lines.

Direct Marketing

Within the Direct Marketing business platform, the primary product categories include workplace safety and compliance products, which
include informational signs, tags, security and traffic related products, first aid supplies, material handling, asset identification, safety and facility
identification, and regulatory products.

Products within the Direct Marketing platform are sold under a variety of brands including: safety and facility identification products offered
under the Seton, Emedco, Signals, Safetyshop, Clement and Personnel Concepts brands; spill-control products under the D.A.W.G. brand; and
first aid supplies under the Accidental Health and Safety, Trafalgar, and Securimed brands.

The Direct Marketing platform markets and sells products through multiple channels, which include catalog, telemarketing and e-commerce.
The business serves customers in many markets, which include process industries, manufacturers, government, education, construction, and
utilities.
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The Direct Marketing platform manufactures a broad range of stock and custom identification products, and also sells a broad range of related
resale products. Historically, many of our competitors were experts in direct marketing, often with varying product niches. However, the
competitive landscape is changing with the evolution of e-commerce channels. The barriers to entry are evolving with internet technology
replacing direct marketing catalog expertise. A consequence of this shift is price transparency, as prices on commodity products can be easily
compared. Dynamic pricing capabilities and an enhanced customer experience are critical to convert customers from traditional catalog channels
to the internet.
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Die-Cut

Within the Die-Cut business platform, the primary products include customized precision die-cut products used to seal, dissipate heat, insulate,
protect, shield, or provide other mechanical performance properties.

Products within the Die-Cut platform are sold primarily under the Brady brand, with some European business marketed as Balkhausen products.
The business sells through a technical direct sales force, and is supported by global strategic account management. The Die-Cut platform serves
customers in many markets, which include mobile handset, hard disk drive, consumer electronics, other computing devices, as well as products
for the automotive and medical equipment markets.

The Die-Cut platform consists of engineered customized products, manufactured to specific customer requirements. The market for die-cut
components is cyclical and can be volatile as it is driven by rapidly changing consumer demand, in addition to being highly price competitive.
As products containing die-cut parts (mobile phones, disk drives, and other electronics) change rapidly, programs earned are often short-lived,
and business must be rebid with each new program. Brady competes for business principally on the basis of price, production capabilities,
engineering, global footprint, and global account management. Competitors include global die-cut and label converters, local low-cost
manufacturers, and device manufacturers looking to vertically integrate (shorten supply chain).

Research and Development

The Company focuses research and development efforts on material development, printing systems design and software development. Material
development involves the application of surface chemistry concepts for top coatings and adhesives applied to a variety of base materials.
Systems design integrates materials, embedded software and a variety of printing technologies to form a complete solution for customer
applications. The Company�s research and development team also supports production and marketing efforts by providing application and
technical expertise.

The Company owns patents and trademarks relating to certain products in the United States and internationally. Although the Company believes
that patents are a significant factor in maintaining market position for certain products, technology in the areas covered by many of the patents
continues to evolve and may limit the value of such patents. The Company�s business is not dependent on any single patent or group of patents.
Patents applicable to specific products extend for up to 20 years according to the date of patent application filing or patent grant, depending upon
the legal term of patents in the various countries where patent protection is obtained. The Company�s trademarks are valid ten years from the date
of registration, and are typically renewed on an ongoing basis.

The Company spent approximately $38.4 million, $43.0 million, and $42.6 million during the fiscal years ended July 31, 2012, 2011, and 2010,
respectively, on its research and development activities. The reduction in R&D spending in 2012 was primarily due to reductions in variable
compensation in addition to cost reduction actions within the Asia-Pacific region. Research and development creates a competitive advantage for
the Company that enables long-term sales growth and gross margin improvement. Consistent with fiscal 2011, approximately 220 employees
were engaged in research and development activities for the Company in fiscal 2012.

Operations

The materials used in the products manufactured consist primarily of plastic sheets and films, paper, metal and metal foil, cloth, fiberglass,
polypropylene, inks, dyes, adhesives, pigments, natural and synthetic rubber, organic chemicals, polymers, solvents and electronic components
and subassemblies. The Company has a coating facility that manufactures bulk rolls of label stock for internal and external customers. In
addition, the Company purchases finished products for resale.

The Company purchases raw materials, components and finished products from many suppliers. Overall, the Company is not dependent upon
any single supplier for its most critical base materials or components; however, the Company has chosen in certain situations to sole source
materials, components or finished items for design or cost reasons. As a result, disruptions in supply could have an impact on results for a period
of time, but generally these disruptions would simply require qualification of new suppliers and the disruption would be modest. In certain
instances, the qualification process could be more costly or take a longer period of time and in rare circumstances, such as a global shortage of a
critical materials or components, the financial impact could be significant. The Company currently operates 56 manufacturing or distribution
facilities globally.
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The Company carries working capital mainly related to accounts receivable and inventory. Inventory consists of raw materials, work in process
and finished goods. Generally, custom products are made to order while an on-hand quantity of stock products is maintained to provide
customers immediate delivery of stock products. Normal and customary payment terms range from net 30 to 90 days from date of invoice and
varies by region.

The Company has a broad customer base, and no individual customer is 5% or more of total net sales. Sales to government markets represent a
non-material amount of the business.

Average delivery time for the Company�s orders varies from same-day delivery to one month, depending on the type of product, customer
request or demand, and whether the product is stock or custom-designed and manufactured. The Company�s backlog is not material, does not
provide much visibility for future business, and is not pertinent to an understanding of the business.

Environment

Compliance with federal, state and local environmental protection laws during fiscal 2012 had no material effect upon the Company�s business,
financial condition or results of operations.

Employees

As of September 20, 2012, the Company employed approximately 6,900 individuals. Brady has never experienced a material work stoppage due
to a labor dispute and considers its relations with employees to be good.

Financial Information About Foreign and Domestic Operations and Export Sales

The information required by this Item is provided in Note 7 of the Notes to Consolidated Financial Statements contained in Item 8 � Financial
Statements and Supplementary Data.

Information Available on the Internet

The Company�s Corporate Internet address is http://www.bradycorp.com. The Company makes available, free of charge, on or through its
Internet website copies of its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to
all such reports as soon as reasonably practicable after such reports are electronically filed with or furnished to the SEC. The Company is not
including the information contained on or available through its website as part of, or incorporating such information by reference into, this
Annual Report on Form 10-K.

Item 1A. Risk Factors

Investors should carefully consider the risks set forth below and all other information contained in this report and other documents we file with
the SEC. The risks and uncertainties described below are those that we have identified as material, but are not the only risks and uncertainties
facing us. Our business is also subject to general risk and uncertainties that affect many other companies, such as market conditions,
geopolitical events, changes in laws or accounting rules, fluctuations in interest rates, terrorism, wars or conflicts, major health concerns,
natural disasters or other disruptions of expected economic or business conditions. Additional risks and uncertainties not currently known to us
or that we currently believe are immaterial also may impair our business, including our results of operations, liquidity and financial conditions.

Deterioration of or instability in the global economy and financial markets may adversely affect our business and financial statements.

Our business and operating results have been and will continue to be affected by global economic conditions. When global economic conditions
deteriorate or economic uncertainty continues, customers and potential customers may experience deterioration of their businesses, which may
result in the delay or cancellation of plans to purchase our products. In particular, the European debt crisis and the instability and uncertainty
relating to the Euro could adversely impact our financial results. Our sensitivity to economic cycles and any related fluctuations in the businesses
of our customers or potential customers may have a material effect on our results of operations, liquidity and financial conditions.
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E-commerce increases price transparency and may adversely affect our business and financial statements.

A portion of our Direct Marketing business platform is transitioning from traditional channels to e-commerce. Historically, competitors were
experts in direct marketing database management. The competitive landscape is changing with the evolution of e-commerce. The barriers to
entry are changing with internet technology replacing some traditional catalog direct marketing expertise, and a consequence of this shift is such
that prices on some commodity products can be easily compared by the customer. Approximately one-fourth of our sales are derived from our
Direct Marketing platform, and this shift toward increased price transparency could adversely impact our results of operations.

Demand for our products may be adversely affected by numerous factors, some of which we cannot predict or control. This could adversely
affect our financial results.

Numerous factors may affect the demand for our products including:

� Cyclical demands of the end user marketplace. These markets include, but are not limited to, mobile telecommunication devices,
hard disk drives, and electronics in personal computers and other electronic devices.

� Future financial performance of major markets served

� Consolidation in the marketplace, allowing competitors and customers to be more efficient and more price competitive

� Future competitors entering the marketplace

� Large customer market share fluctuations

� Ever decreasing product life cycles

� Changes in customer preferences

� Declines in general economic conditions
If any of these factors occur, the demand for our products could suffer, and this would adversely affect our results of operations.

Price reductions or additional costs may need to be incurred to remain competitive in certain markets, which would have a negative impact
on profitability.

We face substantial competition throughout our entire business, but particularly in the Die-Cut business platform. Competition may force us to
cut prices or incur additional costs to remain competitive. We compete on the basis of price, production capabilities, engineering, global
footprint, and global account management. Present or future competitors may have greater financial, technical or other resources, lower
production costs or other pricing advantages, any of which could put us at a disadvantage in the affected business by threatening our market
share or reducing our profit margins. Additionally, throughout our global business, distributors and customers may seek lower cost sourcing
opportunities, which could result in a loss of business that may adversely impact results of operations, cash flows, and liquidity.

A large customer loss could significantly affect results of operations, cash flows, and liquidity.
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While we have a broad customer base and no individual customer represents 5% or more of total sales, several of our large customers in the
Die-Cut platform together comprise a significant portion of our sales. Additionally, we conduct business with several large distribution
companies. Our dependence on these large customers makes relationships with them important. We cannot guarantee that these relationships
will be retained in the future. Because these large customers account for a significant portion of sales, they may possess a greater capacity to
negotiate reduced prices. If we are unable to provide products to our customers at the quality and prices acceptable to them or to adapt to
technological changes, some of our customers may shift their business to competitors or may substitute another manufacturer�s products. If one
of the large customers consolidates, is acquired, or loses market share, the result of that event may have an adverse impact on our business. The
loss of or reduction of business from one or more of these large customers could have a material impact on our financial condition, results of
operations, cash flows, and liquidity.

The global nature of our business exposes us to foreign currency fluctuations that could adversely affect sales, profits, and cash balances.

The majority of our sales are derived outside the United States. Sales and purchases in currencies other than the U.S. dollar expose us to
fluctuations in foreign currencies relative to the U.S. dollar, and may adversely affect our financial statements. Increased strength of the U.S.
dollar will increase the effective price of our products sold in currencies other than U.S. dollars into other countries. Decreased strength of the
U.S. dollar could adversely affect the cost of materials, products, and services purchased overseas. Our sales and expenses are translated into
U.S. dollars for reporting purposes, and the strengthening or weakening of the U.S. dollar could result in unfavorable translation effects. In
addition, certain of our subsidiaries may invoice customers in a currency other than its functional currency, which could result in unfavorable
translation effects on sales, profits, and cash balances.
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International operations are subject to various U.S. or country-specific regulations which could adversely affect our financial statements.

Our operations are subject to the risks of doing business abroad, including the following:

� Delays or disruptions in product deliveries and payments in connection with international manufacturing and sales

� Political and economic instability and disruptions

� Imposition of duties and tariffs

� Import and export controls

� Changes in governmental policies and business environments

� Disadvantages from competing against companies from countries that are not subject to U.S. laws and regulations, including
the Foreign Corrupt Practices Act (FCPA)

� Local labor market conditions

� Current and changing regulatory environments

� Potentially adverse tax consequences, including repatriation of profits

� Stability of the Euro and its ability to serve as a single currency for a variety of countries
These events could have an adverse effect on our operations by reducing the demand, decreasing prices, or increasing costs for our products,
which would adversely affect our financial condition or operating results.

Failure to develop new products or lack of acceptance of new products could adversely impact our business and financial statements.

Development of proprietary products is a driver of core growth and reasonable gross profit margins both currently and in the future. Therefore,
we must continue to develop new and innovative products, as well as acquire and retain the necessary intellectual property rights in these
products. If we fail to make innovations, if we launch products with quality problems, or if the market does not accept our new products, then
our financial condition, results of operations, cash flows, and liquidity could be adversely affected. We continue to invest in the development
and marketing of new products. These expenditures do not always result in products that will be accepted by the market. Failure to develop
successful new products may also cause customers to buy from a competitor or may cause us to lower our prices in order to compete. This could
have an adverse impact on profitability.

Inability to identify, complete and integrate acquisitions may adversely impact our business and financial statements.

Our historical growth has included, and our future growth strategy includes making acquisitions. We may not be able to identify acquisition
targets or successfully complete acquisitions in the future due to the absence of quality companies in our target markets, economic conditions, or
price expectations from sellers. If we are unable to complete additional acquisitions, our growth may be limited.
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Additionally, as we grow through acquisitions, we will continue to place significant demands on management, operational, and financial
resources. Recent and future acquisitions will require integration of operations, sales and marketing, information technology, finance and
administrative operations, which could decrease the time available to serve and attract customers. We cannot assure that we will be able to
successfully integrate acquisitions, that these acquisitions will operate profitably, or that we will be able to achieve the financial or operational
success expected from the acquisitions. Our financial condition, cash flows, and operational results could be adversely affected if we do not
successfully integrate the newly acquired businesses, or if our other businesses suffer due to the increased focus on the newly acquired
businesses.
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Failure to successfully complete restructuring plans may adversely impact the financial statements.

We continue to implement measures to address our cost structure. Successful implementation of such initiatives is critical to our future
competitiveness and to improve profitability. Further actions to reduce our cost structure and the charges related to these actions may have a
material effect on our results of operations and financial condition.

Failure to comply with laws and regulations could adversely affect our financial condition, results of operations, cash flows, and reputation.

We are subject to extensive regulation by U.S. and non-U.S. governmental and self-regulatory entities at the federal, state and local levels,
including the following:

� Regulations relating to climate change, air emissions, wastewater discharges, handling and disposal of hazardous materials
and wastes

� Regulations relating to health, safety and the protection of the environment

� Specific country regulations where product is manufactured or sold

� Import, export and economic sanction laws

� Laws and regulations that apply to companies doing business with the government, audit for compliance with requirements of
government contracts including procurement integrity, export control, employment practices, and the accuracy of records and
recording of costs

Further, these laws and regulations are constantly evolving, and it is impossible to predict accurately the effect they may have upon our financial
condition, results of operations or cash flows.

We cannot provide assurance that our internal controls and compliance systems will always protect us from acts committed by employees,
agents or business partners that would violate U.S. and/or non-U.S. laws, including the laws governing payments to government officials,
bribery, fraud, anti-kickback and false claims rules, competition, export and import compliance, money laundering and data privacy. Any such
improper actions could subject us to civil or criminal investigations in the U.S. and in other jurisdictions, could lead to substantial civil or
criminal, monetary and non-monetary penalties and related shareholder lawsuits, and could damage our reputation.

Computer systems and technology may be susceptible to cyber threats which could adversely impact the financial statements.

Our exposure to cyber-security threats is growing as we expand and increase our reliance on computers and digital technologies. Our business
employs systems and websites designed for the secure storage and transmission of proprietary information. Security breaches could expose us to
a risk of loss or misuse of this information, litigation and potential liability. We may not have the resources or technical sophistication to
anticipate or prevent rapidly evolving types of cyber attacks. Any compromise of our security could result in a violation of applicable privacy
and other laws, significant legal and financial exposure, damage to our reputation, and a loss of confidence in our security measures, which
could harm our business.

Failure to meet certain financial covenants required by our debt agreements may adversely affect our assets, financial position, cash flows,
and liquidity.

As of July 31, 2012, we had approximately $316.2 million in outstanding indebtedness. In addition, based on the availability under our credit
facilities as of July 31, 2012, we had the ability to incur an additional $300.0 million under our revolving credit agreement. Our current
revolving credit agreement and long-term debt obligations also impose certain restrictions on us. Refer to the MD&A within Item 7 for more
information regarding our credit agreement and long-term debt obligations. If we breach any of these restrictions or covenants and do not obtain
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a waiver from the lenders, then, subject to applicable cure periods, the outstanding indebtedness (and any other indebtedness with cross-default
provisions) could be declared immediately due and payable, which would adversely affect our liquidity and financial condition.
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An increase in the level of debt could adversely affect our financial health.

An increase in our level of debt, which historically has occurred in order to finance acquisitions and for other general corporate purposes, could
adversely impact: obligations under existing debt agreements; ability to obtain additional financing for future growth; future interest rates; cash
flows available to fund new product development; capital expenditures; working capital and other general corporate activities; and our flexibility
in planning and reacting to changes in the business.

Goodwill or other intangible assets may become impaired, which may negatively impact profitability.

We have goodwill of $676.8 million and other intangible assets of $84.1 million as of July 31, 2012, which represents 47% of our total assets.
We evaluate goodwill for impairment on an annual basis or more frequently if impairment indicators are present based upon the fair value of
each reporting unit. We assess the impairment of other intangible assets on an annual basis or more frequently if impairment indicators are
present based upon the expected future cash flows of the respective assets. These valuations include management�s estimates of sales,
profitability, cash flow generation, capital structure, cost of debt, interest rates, capital expenditures, and other assumptions. Significant negative
industry or economic trends, disruptions to our business, inability to achieve forecasted sales projections or cost savings, inability to effectively
integrate acquired businesses, unexpected significant changes or planned changes in use of the assets or in entity structure, and divestitures may
adversely impact the assumptions used in the valuations. If the estimated fair value of our reporting units changes in future periods, we may be
required to record an impairment charge related to goodwill or other intangible assets, which would reduce earnings in such period.

Changes in tax legislation or tax rates could adversely affect results of operations and financial statements. Additionally, audits by taxing
authorities could result in tax payments for prior periods.

We are subject to income taxes in the U.S. and in many non-U.S. jurisdictions. As such, our earnings are subject to risk due to changing tax laws
and tax rates around the world. At any point in time, there are a number of tax proposals at various stages of legislation throughout the globe.
While it is impossible for us to predict whether some or all of these proposals will be enacted, it is likely would have an impact on our earnings.

Our tax filings are subject to audit by U.S. federal, state and local tax authorities and by non-U.S. tax authorities. If these audits result in
payments or assessments different from our reserves, our future net earnings may be adversely impacted.

We review the probability of the realization of our deferred tax assets on a quarterly basis based on forecasts of taxable income in both the U.S.
and foreign jurisdictions. As part of this review, we utilize historical results, projected future operating results, eligible carry-forward periods,
tax planning opportunities, and other relevant considerations. Adverse changes in profitability and financial outlook in both the U.S. and foreign
jurisdictions, or changes in our geographic footprint may require changes in the valuation allowances in order to reduce our deferred tax assets.
Such changes could result in a material impact on earnings.

Our annual cash needs could require us to repatriate cash to the U.S. from foreign jurisdictions. This could result in material expenses in the
period in which the transactions occur.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

The Company currently operates 56 manufacturing or distribution facilities in the following regions:

Americas: Eleven are located in the United States; three in Brazil, two in Mexico; and one in Canada.

EMEA: Four each located in the United Kingdom, Belgium, and Germany; three in France; two each in Norway and Sweden, and one each in
the Netherlands, Denmark, Italy, Poland, and South Africa.

Asia-Pacific: Seven are located in China; two in Australia; and one each in Japan, Thailand, Singapore, India, South Korea, and Malaysia.

The Company leases the majority of its operating facilities under operating lease agreements. The Company believes that its equipment and
facilities are modern, well maintained, and adequate for present needs.
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Item 3. Legal Proceedings

The Company is, and may in the future be, party to litigation arising in the normal course of business. The Company is not currently a party to
any material pending legal proceedings in which management believes the ultimate resolution would have a material effect on the Company�s
consolidated financial statements.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

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

(a) Market Information
Brady Corporation Class A Nonvoting Common Stock trades on the New York Stock Exchange under the symbol BRC. The following table sets
forth the range of high and low daily closing sales prices for the Company�s class A stock as reported on the New York Stock Exchange for each
of the quarters in the fiscal years ended July 31:

2012 2011 2010
High Low High Low High Low

4th Quarter $ 31.28 $ 25.15 $ 38.49 $ 29.60 $ 34.75 $ 24.37
3rd Quarter $ 34.37 $ 29.41 $ 37.71 $ 33.37 $ 35.28 $ 27.19
2nd Quarter $ 34.40 $ 27.09 $ 33.78 $ 30.83 $ 31.22 $ 26.77
1st Quarter $ 32.24 $ 24.73 $ 31.33 $ 25.35 $ 33.06 $ 27.08
There is no trading market for the Company�s Class B Voting Common Stock.

(b) Holders
As of September 17, 2012, there were 901 Class A Common Stock shareholders of record and approximately 6,000 beneficial shareholders.
There are three Class B Common Stock shareholders.

(c) Issuer Purchases of Equity Securities
On September 9, 2011, the Company�s Board of Directors authorized a share repurchase program for up to two million shares of the Company�s
Class A Nonvoting Common Stock. The plan may be implemented by purchasing shares in the open market or in privately negotiated
transactions, with repurchased shares available for use in connection with the Company�s stock-based plans and for other corporate purposes.
During the three months ended July 31, 2012, the Company purchased 1,411,833 shares of its Class A Nonvoting Common Stock under this plan
for $37.6 million. As of July 31, 2012, there remained 334,940 shares to purchase in connection with this share repurchase plan.

The following table provides information with respect to the purchase of Class A Nonvoting Common Stock during the three months ended
July 31, 2012:

Total Number of Maximum Number

Average Shares Purchased
of Shares that

May

Total Number of Price Paid as Part of Publicly
Yet Be

Purchased

Period Shares Purchased
per

Share
Announced

Plans Under the Plans
May 1, 2012 � May 31, 2012 �  $ �  �  1,746,773
June 1, 2012 � June 30, 2012 586,833 $ 27.25 586,833 1,159,940
July 1, 2012 � July 31, 2012 825,000 $ 26.22 825,000 334,940

Total 1,411,833 $ 26.65 1,411,833 334,940
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(d) Dividends
The Company has historically paid quarterly dividends on outstanding common stock. Before any dividend may be paid on the Class B Common
Stock, holders of the Class A Common Stock are entitled to receive an annual, noncumulative cash dividend of $0.01665 per share (subject to
adjustment in the event of future stock splits, stock dividends or similar events involving shares of Class A Common Stock). Thereafter, any
further dividend in that fiscal year must be paid on all shares of Class A Common Stock and Class B Common Stock on an equal basis. The
Company believes that based on its historic dividend practice, this restriction will not impede it in following a similar dividend practice in the
future.

12
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During the two most recent fiscal years and for the first quarter of fiscal 2013, the Company declared the following dividends per share on its
Class A and Class B Common Stock for the years ended July 31:

2013 2012 2011

1st Qtr 1st Qtr
2nd
Qtr 3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr

Class A $ 0.19 $ 0.185 $ 0.185 $ 0.185 $ 0.185 $ 0.18 $ 0.18 $ 0.18 $ 0.18
Class B 0.17335 0.16835 0.185 0.185 0.185 0.16335 0.18 0.18 0.18
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(e) Common Stock Price Performance Graph
The graph below shows a comparison of the cumulative return over the last five fiscal years had $100 been invested at the close of business on
July 31, 2007, in each of Brady Corporation Class A Common Stock, The Standard & Poor�s (S&P) 500 index, the Standard and Poor�s SmallCap
600 index, and the Russell 2000 index.

Comparison of 5 Year Cumulative Total Return*

Among Brady Corporation, The S&P 500 Index,

The S&P SmallCap 600 Index and The Russell 2000 Index

* $100 invested on 7/31/07 in stock or index�including reinvestment of dividends. Fiscal year ended July 31.

7/31/2007 7/31/2008 7/31/2009 7/31/2010 7/31/2011 7/31/2012
Brady Corporation 100.00 106.65 87.90 85.12 99.72 91.60
S&P 500 Index 100.00 88.91 71.16 81.01 96.93 105.78
S&P SmallCap 600 Index 100.00 91.72 74.05 88.25 110.06 114.45
Russell 2000 Index 100.00 93.29 73.94 87.58 108.52 108.72
Copyright (C) 2012, Standard & Poor�s, a division of The McGraw-Hill Companies, Inc. All rights reserved.

14

Edgar Filing: BRADY CORP - Form 10-K

Table of Contents 23



Table of Contents

Item 6. Selected Financial Data

CONSOLIDATED STATEMENTS OF INCOME AND SELECTED FINANCIAL DATA

Years Ended July 31, 2008 through 2012

2012 2011 2010 2009 2008
Operating Data (1)
Net Sales $ 1,324,269 $ 1,339,597 $ 1,259,096 $ 1,208,702 $ 1,523,016
Gross Margin 636,306 656,196 623,297 577,583 744,195
Operating Expenses:
Research and development 38,440 43,001 42,621 34,181 40,607
Selling, general and administrative 430,310 441,815 435,906 397,180 495,904
Restructuring charges (2) 12,110 9,188 15,314 25,849 �  
Impairment charge (3) 115,688 �  �  �  �  

Total operating expenses 596,548 494,004 493,841 457,210 536,511

Operating Income 39,758 162,192 129,456 120,373 207,684
Other Income (Expense):
Investment and other income�net 2,082 3,990 1,168 1,800 4,888
Interest expense (19,090) (22,124) (21,222) (24,901) (26,385) 

Net other expense (17,008) (18,134) (20,054) (23,101) (21,497) 

Income before income taxes 22,750 144,058 109,402 97,272 186,187
Income Taxes 40,661 35,406 27,446 27,150 53,999

Net (Loss) Income $ (17,911) $ 108,652 $ 81,956 $ 70,122 $ 132,188

Net (Loss) Income Per Common Share� (Diluted):
Class A nonvoting $ (0.35) $ 2.04 $ 1.55 $ 1.32 $ 2.41
Class B voting $ (0.35) $ 2.03 $ 1.53 $ 1.31 $ 2.39
Cash Dividends on:
Class A common stock $ 0.74 $ 0.72 $ 0.70 $ 0.68 $ 0.60
Class B common stock $ 0.72 $ 0.70 $ 0.68 $ 0.66 $ 0.58
Balance Sheet at July 31:
Working capital $ 383,836 $ 456,406 $ 375,184 $ 286,955 $ 390,524
Total assets 1,607,719 1,861,505 1,746,231 1,583,267 1,850,513
Long-term obligations, less current maturities 254,944 331,914 382,940 346,457 457,143
Stockholders� investment 1,009,353 1,156,192 1,005,027 951,092 1,021,808
Cash Flow Data:
Net cash provided by operating activities $ 144,705 $ 167,350 165,238 126,645 225,554
Depreciation and amortization 43,987 48,827 53,022 54,851 60,587
Capital expenditures (24,147) (20,532) (26,296) (24,027) (26,407) 

(1) Financial data has been impacted by the acquisitive nature of the Company as three, one, three, and two acquisitions were completed in
fiscal years ended July 31, 2012, 2011, 2010, and 2008, respectively. There were no acquisitions in fiscal 2009. Refer to Note 2 within
Item 8 for further information on the acquisitions that were completed.

(2)
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In fiscal 2009, in response to the global economic downturn, the Company initiated several measures to address its cost structure,
including the reduction in its workforce and decreased discretionary spending. The Company continued certain of these measures during
fiscal 2010 and 2011. During fiscal 2012, the Company took various measures to address its cost structure in response to a decline in
forecasted operating results. As a result, the Company recorded restructuring charges during fiscal 2012.

(3) The Company recognized a goodwill impairment charge of $115.7 million during the quarter ended January 31, 2012, related to the former
North/South Asia reporting unit within the Asia-Pacific reporting segment. Refer to Note 1 within Item 8 for further information regarding
the impairment charge.
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Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations

Overview

In fiscal 2012, the Company posted sales of $1,324.3 million and a net loss of $17.9 million. Sales declined by 1.1% from fiscal 2011 to fiscal
2012, of which organic sales decreased by 0.4%, the effects of fluctuations in the exchange rates used to translate financial results into the
United States dollar decreased sales by 1.0%, and acquisitions net of divestitures, increased sales by 0.3%. Regionally, fiscal 2012 sales in the
Americas increased 2.2%, while sales in EMEA and Asia-Pacific decreased 3.9% and 3.4%, respectively, as compared to fiscal 2011.

The net loss for fiscal 2012 of $17.9 million or ($0.35) per diluted share of Class A Common Stock is a decline from fiscal 2011 net income of
$108.7 million, or $2.04 per diluted share. The decline in net income was primarily due to a $115.7 million goodwill impairment charge
recorded during the second quarter ended January 31, 2012, related to the former North/South Asia reporting unit within the Asia-Pacific
operating segment. Refer to Note 1, �Summary of Significant Accounting Policies� within the Notes to the Consolidated Financial Statements for
further discussion regarding the goodwill impairment charge.

Results of Operations

Year Ended July 31, 2012, Compared to Year Ended July 31, 2011

The comparability of the operating results for the fiscal years ended July 31, 2012 to July 31, 2011, has been impacted by the following
acquisitions and divestitures completed in fiscal 2012 and 2011.

Acquisitions: Segment Date Completed
ID Warehouse Asia Pacific November 2010
Grafo Wiremarkers Africa (�Grafo�) EMEA March 2012
Runelandhs Försäljnings AB (�Runelandhs�) EMEA May 2012
Pervaco AS (�Pervaco�) EMEA May 2012

Divestitures: Segments Date Completed
Teklynx Americas, EMEA December 2010
Etimark EMEA July 2012
Fiscal 2012 sales decreased $15.3 million, or 1.1% from fiscal 2011. The 1.1% decrease in sales consisted of a 0.4% decline in organic sales, a
1.0% decline due to the effects of the foreign currency translation, and 0.3% growth due to acquisitions net of divestitures.

Organic sales, defined as sales in the Company�s existing businesses and regions (exclusive of acquisitions owned less than one year,
divestitures, and foreign currency translation effects), were down 0.4% compared to fiscal 2011. Regionally, fiscal 2012 organic sales in the
Americas increased 3.4%, while organic sales in EMEA and Asia-Pacific decreased 1.3% and 5.3%, respectively, as compared to fiscal 2011.
The organic sales increase experienced in the Americas was due primarily to strong ID Solutions sales growth and new products positively
received by end-users and distributors. The decrease in EMEA�s organic sales was primarily due to the challenging economic environment within
the region. The organic sales decline in the Asia-Pacific segment was driven by the Asia Die-Cut business platform. Sales were weak within the
die-cut mobile handset market, and the flooding in Thailand caused a significant disruption to the hard disk drive supply chain during the last
nine months of the fiscal year.

The acquisitions net of divestitures increased sales by 0.3% in fiscal 2012 as compared to fiscal 2011. The currency growth reflects fluctuations
in the exchange rates used to translate financial results into the United States Dollar, which decreased sales by 1.0% for the year.

Gross margin as a percentage of sales declined to 48.0% in fiscal 2012 from 49.0% in fiscal 2011. The primary driver of the gross margin
decline was the Asia-Pacific region, where lost sales due to the decline in market share of a primary customer have been replaced with lower
margin sales opportunities, and price competition within the die-cut industry has increased.
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Research and development expenses decreased to $38.4 million in fiscal 2012 from $43.0 million in fiscal 2011, and declined as a percentage of
sales in fiscal 2012 to 2.9% compared to 3.2% in fiscal 2011. The decline in R&D expenses was primarily due to a decrease in variable incentive
compensation for fiscal year 2012 compared to fiscal year 2011, as well as cost reduction actions within the Asia-Pacific region.

Selling, general, and administrative (�SG&A�) expenses decreased to $430.3 million in fiscal 2012 as compared to $441.8 million in fiscal 2011.
As a percentage of sales, SG&A declined to 32.5% in fiscal 2012 from 33.0% in fiscal 2011, mainly due to a pretax reduction in variable
incentive compensation in fiscal 2012.

During fiscal year 2012, the Company took various measures to address its cost structure in response to weaker sales forecasts across the
Company. As a result of these actions, the Company recorded restructuring expenses of $12.1 million during fiscal 2012. During fiscal 2011, the
Company continued its cost-cutting actions initiated during fiscal 2009 and recorded $9.2 million in restructuring charges. Restructuring related
costs were driven by facility consolidations and continued workforce reduction activities. The costs associated with the workforce reduction
primarily include employee separation costs, consisting of severance pay, outplacement services, medical, and other related benefits for the
Company�s work force.

Interest expense decreased to $19.1 million from $22.1 million for fiscal 2012 compared to fiscal 2011. The decrease was due to the Company�s
declining principal balance under its outstanding debt agreements. In fiscal 2012, the Company repaid $62.7 million in debt.

Investment and other income decreased $1.9 million in fiscal 2012 to $2.1 million from $4.0 million in the prior year. The decrease was due to
losses on foreign exchange transactions, partially offset by an increase in interest income earned on money market and depository accounts.

The Company�s effective tax rate was 178.7% in fiscal 2012, compared to the effective tax rate of 24.6% in fiscal 2011. The effective tax rate for
fiscal 2012 was significantly impacted by the non-deductible goodwill impairment charge of $115.7 million recorded on the former North/South
Asia reporting unit during the three months ended January 31, 2012, as well as a tax charge recorded during the three months ended July 31,
2012, related to an internal reorganization. Excluding these items our effective tax rate would have been consistent with the prior year. Refer to
Note 1, �Summary of Significant Accounting Policies� within the Notes to the Consolidated Financial Statements for further discussion regarding
the goodwill impairment charge.

The net loss for the fiscal year ended July 31, 2012, was $17.9 million, compared to net income of $108.7 million for the fiscal year ended
July 31, 2011. The net loss as a percentage of sales was (1.4%) for fiscal 2012, compared to net income as a percentage of sales of 8.1% for
fiscal 2011. Diluted net loss per share was ($0.35) per share for fiscal 2012, compared to diluted net income per share of $2.04 for fiscal 2011.
The fiscal 2012 net loss was a result of the goodwill impairment charge of $115.7 million recorded during the three months ended January 31,
2012. Refer to Note 1, �Summary of Significant Accounting Policies� in the Notes to the Consolidated Financial Statements for further discussion.

The Company�s fiscal 2012 net income before the goodwill impairment charge and restructuring-related expenses was $107.3 million, a decrease
from net income before restructuring-related expenses of $115.2 million in fiscal 2011. The decline in net income excluding impairment and
restructuring of 6.8% from fiscal 2011 to fiscal 2012 was primarily due to the gross margin and profit decline in the Asia Die-Cut business
platform.

Year Ended July 31, 2011, Compared to Year Ended July 31, 2010

The comparability of the operating results for the fiscal years ended July 31, 2011 to July 31, 2010, has been impacted by the following
acquisition and divestiture completed in fiscal 2011.

Acquisition: Segment Date Completed
ID Warehouse Asia Pacific November 2010

Divestiture: Segments Date Completed
Teklynx Americas, EMEA December 2010
Fiscal 2011 sales increased $80.5 million, or 6.4% from fiscal 2010. The 6.4% increase in sales consisted of 2.9% growth in organic sales, 2.5%
growth due to the effects of the foreign currency translation, and 1.0% growth due to an acquisition net of divesture.
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Organic sales, defined as sales in the Company�s existing core businesses and regions (exclusive of acquisitions owned less than one year,
divestitures, and foreign currency translation effects), were up 2.9% compared to fiscal 2010. Regionally, fiscal 2011 organic sales in the
Americas, EMEA, and Asia-Pacific increased 3.2%, 4.7%, and 0.4%, respectively, as compared to fiscal 2010.The organic sales increase
experienced in the Americas was due primarily to the strong ID Solutions sales growth and new products positively received by end�users and
distributors. The increase in EMEA�s organic sales was broad-based with growth in both the ID Solutions and Direct Marketing platforms.
Geographically, sales were weak in the United Kingdom, offsetting strength in other European markets. Organic sales in the Asia-Pacific
segment remained relatively flat. The segment�s on-going customer base diversification in the mobile handset and other adjacent markets offset
the reduced demand from one of our largest mobile handset customers.

The acquisition net of the divestiture listed above increased sales by $12.7 million or 1.0% in fiscal 2011 as compared to fiscal 2010. The
currency growth reflects fluctuations in the exchange rates used to translate financial results into the United States Dollar which increased sales
by $31.1 million or 2.5% for the year.

Gross margin as a percentage of sales declined to 49.0% in fiscal 2011 from 49.5% in fiscal 2010. The decline in gross margin as a percentage of
sales was primarily due to the increased costs of raw materials which the company was not able to fully offset through continued cost reduction
activities or price increases. The Company continued to focus on gross margin improvements through the Brady Business Performance System,
lean, and strategic sourcing efforts.

Research and development expenses increased to $43.0 million in fiscal 2011 from $42.6 million in fiscal 2010, and declined as a percentage of
sales in fiscal 2011 to 3.2% compared to 3.4% in fiscal 2010. The increase in R&D spending was due to the Company�s continued commitment
to innovation and new product development. This investment declined as percentage of sales slightly in fiscal 2011 as a result of the elimination
of the R&D expenses incurred by the Company�s previously owned Teklynx business.

Selling, general, and administrative (�SG&A�) expenses increased to $441.8 million in fiscal 2011 as compared to $435.9 million in fiscal 2010.
SG&A expenses increased during the fiscal year mainly due to the fluctuations in exchange rates. The Company divested of its Teklynx business
resulting in a pre-tax gain of $4.4 million, which is included in SG&A. This pre-tax gain was offset by the associated transaction-related costs
and income tax expense, resulting in a net income impact of $0.8 million during fiscal 2011. SG&A also increased in fiscal 2011 as a result of
the annual merit increases, and increased advertising campaign expenses. As a percentage of sales, SG&A declined to 33.0% in fiscal 2011 from
34.6% in fiscal 2010 as the Company continued to reduce administrative costs through its cost reduction activities including simplifying,
standardizing, and automating processes.

Restructuring charges were $9.2 million and $15.3 million during fiscal 2011 and 2010, respectively. During fiscal 2010 and 2011, the Company
incurred restructuring related costs as a result of facility consolidations and continued workforce reduction activities. The costs associated with
the workforce reduction primarily include employee separation costs, consisting of severance pay, outplacement services, medical, and other
related benefits for the Company�s work force.

Interest expense increased to $22.1 million from $21.2 million for fiscal 2011 compared to fiscal 2010. In fiscal 2011, the Company repaid
approximately $61.3 million of debt. Interest expense increased due to a full year of interest being recognized on the May 2010 private
placement, compared to a partial year of interest in 2010. The increase was partially offset by the lower principal balance under the previously
outstanding debt agreements.

Other income and expense increased $2.8 million in fiscal 2011 to $4.0 million from $1.2 million in the prior year. The increase was primarily
due to the interest income earned on the Company�s money market and depository accounts, in addition to the gains on securities held in
executive deferred compensation plans.

The Company�s effective tax rate was 24.6% in fiscal 2011, which was relatively consistent with the effective tax rate of 25.1% in fiscal 2010.

Net income for the fiscal year ended July 31, 2011, increased 32.6% to $108.7 million, compared to $82.0 million for the fiscal year ended
July 31, 2010, as a result of the factors noted above. Net income as a percentage of sales increased to 8.1% from 6.5% for the fiscal year ended
July 31, 2011 compared to the prior year. Diluted net income per share increased 31.6% to $2.04 per share for fiscal 2011 compared to $1.55 per
share for the fiscal year ended July 31, 2010. Fiscal 2011 and 2010 net income before restructuring related expenses was $115.2 million, or
$2.16 per diluted share of Class A Common Stock, and $93.4 million, or $1.76 per diluted share of Class A Common Stock, respectively.
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Business Segment Operating Results

The Company is organized and managed on a geographic basis by region. Each of these regions, Americas, EMEA and Asia Pacific, has a
President that reports directly to the Company�s chief operating decision maker, its Chief Executive Officer. Each region has its own distinct
operations, is managed locally by its own management team, maintains its own financial reports and is evaluated based on regional segment
profit. The Company has determined that these regions comprise its operating and reportable segments based on the information used by the
Chief Executive Officer to allocate resources and assess performance. Segment results are as follows:

(Dollars in thousands) Americas EMEA Asia- Pacific
Total

Regions

Corporate 
and

Eliminations
Total

Company
SALES TO EXTERNAL CUSTOMERS
Years ended:
July 31, 2012 $ 589,924 $ 389,156 $ 345,188 $ 1,324,269 �  $ 1,324,269
July 31, 2011 577,428 404,955 357,214 1,339,597 �  1,339,597
July 31, 2010 551,185 380,121 327,790 1,259,096 �  1,259,096
SALES GROWTH INFORMATION
Year ended July 31, 2012:
Organic 3.4% (1.3)% (5.3)% (0.4)% �  (0.4)% 
Currency (0.9)% (3.5)% 1.4% (1.0)% �  (1.0)% 
Acquisitions/Divestitures (0.3)% 0.9% 0.5% 0.3% �  0.3% 

Total 2.2% (3.9)% (3.4)% (1.1)% �  (1.1)% 
Year ended July 31, 2011:
Organic 3.2% 4.7% 0.4% 2.9% �  2.9% 
Currency 1.1% 0.6% 6.9% 2.5% �  2.5% 
Acquisitions/Divestitures 0.5% 1.2% 1.7% 1.0% �  1.0% 

Total 4.8% 6.5% 9.0% 6.4% �  6.4% 
SEGMENT PROFIT
Years ended:
July 31, 2012 $ 155,657 $ 105,643 $ 31,704(1) $ 293,004 $ (7,328) $ 285,676
July 31, 2011 145,516 112,047 50,105 307,668 (15,742) 291,926
July 31, 2010 125,169 103,316 52,105 280,590 (14,131) 266,459

(1) The Company recognized a goodwill impairment charge of $115.7 million during the quarter ended January 31, 2012, related to the former
North/South Asia reporting unit within the Asia-Pacific reporting segment, which is excluded from segment profit as presented in the table
above. Refer to Note 1 within Item 8 for further discussion regarding the impairment charge.

NET INCOME RECONCILIATION

Years ended:

(Dollars in thousands)
July 31,

2012
July 31,

2011
July 31,

2010
Total profit for reportable segments $ 293,004 $ 307,668 $ 280,590
Corporate and eliminations (7,328) (15,742) (14,131) 
Unallocated amounts:
Administrative costs (118,120) (120,546) (121,689) 
Restructuring charges (12,110) (9,188) (15,314) 
Impairment charge (115,688) �  �  
Investment and other income � net 2,082 3,990 1,168
Interest expense (19,090) (22,124) (21,222) 
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Income before income taxes 22,750 144,058 109,402
Income taxes (40,661) (35,406) (27,446) 

Net (loss) income $ (17,911) $ 108,652 $ 81,956

The Company evaluates short-tem segment performance based on segment profit or loss and customer sales. Segment profit or loss does not
include certain administrative costs, such as the cost of finance, information technology and human resources, which are managed as global
functions. Restructuring charges, impairment charges, stock options, interest, investment and other income and income taxes are also excluded
when evaluating performance.
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Americas

In the Americas region, the sales mix consists of approximately 70% ID Solutions and 30% Direct Marketing. Sales increased 2.2% from fiscal
2011 to fiscal 2012, and increased 4.8% from fiscal 2010 to fiscal 2011. Organic sales grew 3.4% in 2012 and grew 3.2% in 2011. The fiscal
2011 divestiture of the Teklynx business decreased sales of the segment by 0.3% and the fluctuations of the exchange rates used to translate
financial results into the United States dollar decreased sales by 0.9% in fiscal 2012. The increase in organic sales in fiscal 2012 was entirely
driven by the ID Solutions platform through new product development and the successful launch earlier in the year of several high quality
printers and proprietary consumable materials. Fiscal 2012 organic sales were relatively flat in the Direct Marketing platform compared to fiscal
2011, as the growth achieved during the first half of the year was offset by declines in the second half of the year. This decline in the Direct
Marketing platform was primarily due to the softening of the construction and manufacturing markets.

The increase in organic sales in fiscal 2011 of 3.2% was driven by the broad-based improvements in the segment�s core markets in addition to the
positive results from the segment�s sales and marketing productivity initiatives. The net impact of the fiscal 2010 acquisition of Stickolor and the
fiscal 2011 divestiture of the Teklynx business increased sales of the segment by 0.5%, and the fluctuations of the exchange rates used to
translate financial results into the United States dollar increased sales by 1.1%.

In the Americas region, segment profit increased 7.0% to $155.7 million in fiscal 2012 from $145.5 million in fiscal 2011. Segment profit as a
percentage of sales increased to 26.4% in 2012 from 25.2% in 2011. This increase was due to both the ID Solutions and Direct Marketing
platforms. Within the ID Solutions platform, the profit improvement was consistent throughout fiscal 2012 due to increased sales and
operational efficiencies from site consolidation actions, operational and sourcing cost savings projects. The Direct Marketing platform began
fiscal 2012 with modest single digit sales growth and strong profit growth. Profit growth in the second half of the year was essentially flat, as
operational savings were reinvested into digital initiatives to drive growth through the internet. The Company�s key investment initiatives are to
grow customer files and improve every aspect of a customer�s on-line experience, targeting improved customer conversion and loyalty.

Comparing fiscal 2011 to 2010, segment profit increased 16.3% to $145.5 million in fiscal 2011 from $125.2 million in fiscal 2010. Segment
profit as a percentage of sales increased to 25.2% in 2011 from 22.7% in 2010. This increase was primarily due to the segment�s improved gross
margin due to certain facility consolidation actions, operational and sourcing cost savings projects offset by higher inflation, in addition to
actions taken in fiscal 2011 to streamline the segment�s selling expense structure.

EMEA

In the EMEA region, the sales mix consists of approximately 50% ID Solutions, 40% Direct Marketing, and 10% Die-Cut. EMEA sales declined
3.9% from fiscal 2011 to fiscal 2012, and increased 6.5% from fiscal 2010 to fiscal 2011. Organic sales declined 1.3% in fiscal 2012 and
increased 4.7% in fiscal 2011 as compared to prior years. Segment sales increased 0.9% in fiscal 2012 as a result of the fiscal 2012 acquisitions
of Grafo, Runelandhs and Pervaco, net of the fiscal 2011 divestiture of the Teklynx business. By business, the ID Solutions and Direct
Marketing platforms were essentially flat for fiscal 2012 due to the challenging economic climate within the region. The Die-Cut platform
declined during the fiscal year, resulting in the overall decline in organic sales within the region.

The increase in organic sales in fiscal 2011 of 4.7% was driven by growth in the ID Solutions and Direct Marketing platforms in Germany and
Southern EMEA due to a combination of improving economies and positive results of sales initiatives, partially offset by the continued
depressed conditions in the United Kingdom. Segment sales increased 1.2% in fiscal 2011 as a result of the fiscal 2010 acquisitions of Welco
and Securimed, net of the fiscal 2011 divestiture of the Teklynx business. Sales were also positively affected by fluctuations in the exchange
rates used to translate financial results into the United States dollar, which increased sales within the segment by 0.6% in fiscal 2011.

In the EMEA region, segment profit declined 5.7% to $105.6 million in fiscal 2012 from $112.0 million in fiscal 2011. The majority of the
decline of $6.4 million related to fluctuations in the exchange rates used to translate financial results into the United States dollar, as segment
profit as a percentage of sales decreased slightly to 27.1% in fiscal 2012 from 27.7% in fiscal 2011 and 27.2% in fiscal 2010. The decline in
segment profit as a percentage of sales was due primarily to the overall sales decline and depressed economic conditions, limiting the ability to
pass along price increases. The improvement in the segment�s profit from fiscal 2010 to fiscal 2011 was primarily due to increased sales volumes
in addition to the continued efforts to streamline selling expenses through the Company�s strategic initiatives.
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Asia-Pacific

In the Asia-Pacific region, the sales mix consists of approximately 50% Die-Cut, 40% ID Solutions, and 10% Direct Marketing. Asia-Pacific
sales declined 3.4% from fiscal 2011 to fiscal 2012, and sales increased 9.0% from fiscal 2010 to fiscal 2011. Organic sales declined 5.3% and
increased 0.4% in fiscal 2012 and 2011, respectively, compared to prior years. Foreign currency translation positively impacted the segment�s
sales by 1.4% and 6.9% in fiscal 2012 and 2011, respectively, compared to prior years. The decline in organic sales was primarily due to the
Asia Die-Cut platform. Sales were weak within the die-cut mobile handset market, and the flooding in Thailand caused a significant disruption
to the hard disk drive supply chain during the last nine months of the fiscal year.

The relatively flat fiscal 2011 organic sales growth of 0.4% was a result of increased sales from the segment�s on-going customer base
diversification in the mobile handset and other adjacent markets, which offset the reduced demand from one of the Company�s largest mobile
handset customers.

In the Asia-Pacific region, segment profit declined 36.7% to $31.7 million in fiscal 2012 from $50.1 million in fiscal 2011. Segment profit as a
percentage of sales declined to 9.2% in fiscal 2012 from 14.0% in fiscal 2011. The decline in the profit in fiscal 2012 was primarily due to
increased market competitiveness and a decline in sales within the Asia Die-Cut platform, particularly within the mobile handset industry. In
addition, segment profit was negatively impacted by the residual effects of the Thailand flood through delayed product launches and lower
absorption of fixed costs. Losses caused by the flooding are expected to be partially covered by property and business interruption insurance
during fiscal 2013.

Comparing fiscal 2011 to 2010, segment profit as a percentage of sales decreased to 14.0% in 2011 from 15.9% in 2010. The decline in profit in
fiscal 2011 was a result of relatively flat organic sales, continued price pressure, and inflation on raw materials and wages.

Liquidity and Capital Resources

Cash and cash equivalents were $305.9 million at July 31, 2012, and $390.0 million at July 31, 2011, a decline of $84.1 million as summarized
below:

Years ended July 31,
(Dollars in thousands) 2012 2011 2010
Net cash flow provided by (used in):
Operating activities $ 144,705 $ 167,350 $ 165,238
Investing activities (64,604) (22,631) (48,681) 
Financing activities (147,824) (91,574) 15,275
Effect of exchange rate changes on cash (16,348) 21,986 (5,148) 

Net (decrease) increase in cash and cash equivalents $ (84,071) $ 75,131 $ 126,684

Net cash provided by operating activities was $144.7 million in fiscal 2012, compared to $167.4 million in fiscal 2011. Cash flows from
operating activities are generated primarily from operating income and managing the components of working capital. The decrease in cash flows
from operating activities of $21.9 million from fiscal 2011 to fiscal 2012 was partially due to a decline in net income of $10.9 million after
excluding the goodwill impairment charge of $115.7 million. In addition, the net change of inventories and accounts payable and accrued
liabilities reduced operating cash flows by $30.8 million compared to the prior year. This decline was partially offset by favorable cash flows
from income taxes of $20.5 million in fiscal 2012 compared to 2011.

Net cash used in investing activities was $64.6 million in fiscal 2012, compared to $22.6 million in fiscal 2011. The increase in cash used in
investing activities of $42.0 million from fiscal 2011 to fiscal 2012 was primarily due to the increase in cash used in acquisitions of $29.7
million compared to 2011. In addition, cash provided by divestitures declined by $12.1 million, which further increased the net use of cash in
investing activities from fiscal 2011 to fiscal 2012. See Note 3 within Item 8 for further information regarding acquisitions and divestitures.
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Net cash used in financing activities was $147.8 million in fiscal 2012, compared to $91.6 million in fiscal 2011. The increase in cash used in
financing activities of $56.2 million was primarily due to the repurchase of common shares during the current year for $49.9 million. In addition,
cash received from the exercise of employee stock options declined by $4.3 million from fiscal 2011 to fiscal 2012. See Item 5 within Part II for
further information regarding the current year share repurchases.

Net cash provided by operating activities was $167.4 million in fiscal 2011, compared to $165.2 million in fiscal 2010. The increase in cash
flows from operating activities of $2.1 million from fiscal 2010 to fiscal 2011 was due to an increase in net income of $22.3 million after
excluding the gain on the sale of business of $4.4 million. This was partially offset by the aggregate of accounts receivable and accounts payable
and accrued liabilities, which reduced operating cash flows by $18.6 million from 2010 to 2011.

Net cash used in investing activities was $22.6 million in fiscal 2011, compared to $48.7 million in fiscal 2010. The decrease in cash used in
investing activities of $26.1 million was primarily due to a reduction in cash used in acquisitions of $22.5 million in fiscal 2011 as compared to
fiscal 2010. In addition, cash provided by the fiscal 2011 divestiture of Teklynx reduced cash used in investing activities by $13.0 million as
compared to fiscal 2010. This was partially offset by the settlement of net investment hedges in fiscal 2011 and fiscal 2010.

Net cash used in financing activities was $91.6 million in fiscal 2011, compared to net cash provided by financing activities of $15.3 million in
fiscal 2010. The decrease in cash used in financing activities of $106.8 million was primarily due to the proceeds received from the issuance of
debt of $94.9 million in fiscal 2010. In addition, the increase in cash used for principal payments on debt was $16.4 million from fiscal 2010 to
fiscal 2011.

On October 26, 2011, the Company filed a shelf registration statement on Form S-3 with the Securities and Exchange Commission (�SEC�), which
will allow the Company to issue and sell, from time to time in one or more offerings, an indeterminate amount of Class A Nonvoting Common
Stock and debt securities as it deems prudent or necessary to raise capital at a later date. The shelf registration statement became effective upon
filing with the SEC. The Company plans to use the proceeds from any future offerings under the shelf registration for general corporate
purposes, including, but not limited to, acquisitions, capital expenditures, and refinancing of debt.

During fiscal 2004 through fiscal 2007, the Company completed three private placement note issuances totaling $500 million in ten-year fixed
rate notes with varying maturity dates to institutional investors at interest rates varying from 5.14% to 5.33%. The notes must be repaid equally
over seven years, with initial payment due dates ranging from 2008 to 2011, with interest payable on the notes due semiannually on various
dates throughout the year, which began in December 2004. The private placements were exempt from the registration requirements of the
Securities Act of 1933. The notes were not registered for resale and may not be resold absent such registration or an applicable exemption from
the registration requirements of the Securities Act of 1933 and applicable state securities laws. The notes have certain prepayment penalties for
repaying them prior to the maturity date. Under the debt agreement, the Company made scheduled principal payments of $44.9 million, $61.3
million, and $61.3 million during the years ended July 31, 2010, 2011, and 2012, respectively.

On May 13, 2010, the Company completed a private placement of �75.0 million aggregate principal amount of senior unsecured notes to
accredited institutional investors. The �75.0 million of senior notes consists of �30.0 million aggregate principal amount of 3.71% Series 2010-A
Senior Notes, due May 13, 2017 and �45.0 million aggregate principal amount of 4.24% Series 2010-A Senior Notes, due May 13, 2020, with
interest payable on the notes semiannually. This private placement was exempt from the registration requirements of the Securities Act of 1933.
The notes were not registered for resale and may not be resold absent such registration or an applicable exemption from the registration
requirements of the Securities Act of 1933 and applicable state securities laws. The notes have certain prepayment penalties for repaying them
prior to maturity. The notes have been fully and unconditionally guaranteed on an unsecured basis by the Company�s domestic subsidiaries.

On February 1, 2012, the Company and certain of its subsidiaries entered into an unsecured $300 million multi-currency revolving loan
agreement with a group of six banks that replaced and terminated the Company�s previous credit agreement that had been entered into on
October 5, 2006, and amended on March 18, 2008. Under the new credit agreement, which has a final maturity date of February 1, 2017, the
Company has the option to select either a base interest rate (based upon the higher of the federal funds rate plus one-half of 1% or the prime rate
of Bank of America plus a margin based on the Company�s consolidated leverage ratio) or a Eurocurrency interest rate (at the LIBOR rate plus a
margin based on the Company�s consolidated leverage ratio). At the Company�s option, and subject to certain conditions, the available amount
under the new credit facility may be increased from $300 million up to $450 million. No borrowings have occurred under the new credit facility.
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The Company�s debt and revolving loan agreements require it to maintain certain financial covenants. As of July 31, 2012, the Company was in
compliance with financial covenants in its debt agreements. See Note 5 within Item 8 for further information regarding the financial covenants.

Long-term obligations as a percentage of long-term obligations plus stockholders� investment were 20.1% at July 31, 2012 and 22.3% at July 31,
2011. Long-term obligations decreased by $77.0 million from July 31, 2011 to July 31, 2012 due to debt repayments made during the year,
combined with a $15.7 million decrease in the USD value of the Euro denominated debt due to foreign exchange fluctuations. The fiscal 2012
debt repayments consisted of the scheduled installment of $18.8 million on the 2004 private placement, an installment of $26.1 million on the
2006 private placement, and an installment of $16.4 million on the 2007 private placement. In addition, long-term debt assumed as part of the
acquisition of Runelandhs was repaid in the amount of $1.4 million.

Stockholders� investment decreased $146.8 million during fiscal 2012 due to the negative effects of foreign currency translation of approximately
$55.3 million, an increase in treasury stock of $42.6 million due to the current year share repurchase, dividends paid of $38.9 million, and the
current year net loss of $17.9 million.

The Company�s cash balances are generated and held in numerous locations throughout the world. At July 31, 2012, approximately 78% of the
Company�s cash and cash equivalents was held outside the United States. The Company�s growth has historically been funded by a combination
of cash provided by operating activities and debt financing. The Company believes that its cash from operations, in addition to its borrowing
capacity, are sufficient to fund its anticipated requirements for working capital, capital expenditures, restructuring activities, acquisitions,
common stock repurchases, scheduled debt repayments, and dividend payments for at least the next 12 months. The Company believes that its
current credit arrangements are sound and that the strength of its balance sheet will allow financial flexibility to respond to both internal growth
opportunities and those available through acquisition.

Subsequent Events Affecting Liquidity and Capital Resources

On September 6, 2012, the Company�s Board of Directors authorized a share buyback program for up to an additional two million shares of the
Company�s Class A Common Stock. The share repurchase plan may be implemented from time to time on the open market or in privately
negotiated transactions, with repurchased shares available for use in connection with the Company�s stock-based compensation plans and for
other corporate purposes.

On September 6, 2012, the Company announced an increase in the annual dividend to shareholders of the Company�s Class A Common Stock,
from $0.74 to $0.76 per share. A quarterly dividend of $0.19 will be paid on October 31, 2012, to shareholders of record at the close of business
on October 10, 2012. This dividend represents an increase of 2.7% and is the 27th consecutive annual increase in dividends.

Off-Balance Sheet Arrangements

The Company does not have material off-balance sheet arrangements or related party transactions. The Company is not aware of factors that are
reasonably likely to adversely affect liquidity trends, other than the risks discussed in this filing and presented in other Company filings.
However, the following additional information is provided to assist financial statement users.

Operating Leases � These leases generally are entered into for investments in facilities such as manufacturing facilities, warehouses and office
space, computer equipment and Company vehicles.

Purchase Commitments � The Company has purchase commitments for materials, supplies, services, and property, plant and equipment as part of
the ordinary conduct of its business. In the aggregate, such commitments are not in excess of current market prices and are not material to the
financial position of the Company. Due to the proprietary nature of many of the Company�s materials and processes, certain supply contracts
contain penalty provisions for early termination. The Company does not believe a material amount of penalties will be incurred under these
contracts based upon historical experience and current expectations.

Other Contractual Obligations � The Company does not have material financial guarantees or other contractual commitments that are reasonably
likely to adversely affect liquidity other than those discussed below under �Payments Due Under Contractual Obligations.�
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Related Party Transactions � The Company evaluated its affiliated party transactions for the period ended July 31, 2012. Based on the evaluation
the Company does not have material related party transactions that affect the results of operations, cash flow or financial condition.

Payments Due Under Contractual Obligations

The Company�s future commitments at July 31, 2012, for long-term debt, operating lease obligations, purchase obligations, interest obligations
and other obligations are as follows (dollars in thousands):

Payments Due by Period

Contractual Obligations Total
Less than

1 Year
1-3

Years
3-5

Years

More
than

5 Years
Uncertain
Timeframe

Long-Term Debt Obligations $ 316,208 $ 61,264 $ 103,778 $ 95,797 $ 55,369 $ �  
Operating Lease Obligations 69,308 16,280 23,732 12,544 16,752 �  
Purchase Obligations (1) 46,655 45,850 805 �  �  �  
Interest Obligations 55,464 15,550 21,434 11,437 7,043 �  
Tax Obligations 36,532 �  �  �  �  36,532
Other Obligations (2) 18,246 716 1,578 1,863 14,089 �  

Total $ 542,413 $ 139,660 $ 151,327 $ 121,641 $ 93,253 $ 36,532

(1) Purchase obligations include all open purchase orders as of July 31, 2012.
(2) Other obligations represent expected payments under the Company�s U.S. postretirement medical plan and international pension plans as

disclosed in Note 3 to the consolidated financial statements, under Item 8 of this report.
Inflation and Changing Prices

Essentially all of the Company�s revenue is derived from the sale of its products in competitive markets. Because prices are influenced by market
conditions, it is not always possible to fully recover cost increases through pricing. Changes in product mix from year to year, timing differences
in instituting price changes, and the large amount of part numbers make it impracticable to accurately define the impact of inflation on profit
margins.

Critical Accounting Estimates

Management�s discussion and analysis of the Company�s financial condition and results of operations are based upon the Company�s Consolidated
Financial Statements, which have been prepared in accordance with accounting principles generally accepted in the United States. The
preparation of these financial statements requires management to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. The Company bases these estimates and judgments
on historical experience and on various other assumptions that are believed to be reasonable under the circumstances. Actual results may differ
from these estimates and judgments.

The Company believes the following accounting estimates are most critical to an understanding of its financial statements. Estimates are
considered to be critical if they meet both of the following criteria: (1) the estimate requires assumptions about material matters that are
uncertain at the time the accounting estimates are made, and (2) material changes in the estimates are reasonably likely from period to period.
For a detailed discussion on the application of these and other accounting estimates, refer to Note 1 to the Company�s Consolidated Financial
Statements.

Income Taxes

The Company�s effective tax rate is based on pre-tax income and the tax rates applicable to that income in the various jurisdictions in which the
Company operates. Significant judgment is required in determining the Company�s effective income tax rate and in evaluating its tax positions.
The Company establishes liabilities when it is more likely than not that the Company will not realize the full tax benefit of the position. The
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Tax regulations may require items of income and expense to be included in a tax return in different periods than the items are reflected in the
consolidated financial statements. As a result, the effective income tax rate reflected in the consolidated financial statements may be different
than the tax rate reported in the income tax return. Some of these differences are permanent, such as expenses that are not deductible on the
income tax return, and some are temporary differences, such as depreciation expense. Temporary differences create deferred tax assets and
liabilities. Deferred tax assets generally represent items that can be used as tax deductions or credits in the tax return in future years for which
the Company has already recorded the tax benefit in the consolidated financial statements. The Company establishes valuation allowances
against its deferred tax assets when it is more likely than not that the amount of expected future taxable income will not support the use of the
deduction or credit. The determination of the amount of valuation allowance to be provided on recorded deferred tax assets involves estimates
regarding (1) the timing and amount of the reversal of taxable temporary differences, (2) expected future taxable income, and (3) the impact of
tax planning strategies, and can also be impacted by changes to tax laws. Deferred tax liabilities generally represent tax expense recognized in
the consolidated financial statements for which payment has been deferred or expense for which the Company has already taken a deduction on
an income tax return, but has not yet recognized as expense in the consolidated financial statements.

The Company accounts for uncertain tax positions by recognizing the financial statement effects of a tax position only when, based upon the
technical merits, it is �more-likely-than-not� that the position will be sustained upon examination. Judgment is required in evaluating tax positions
and determining income tax provisions. The Company generally re-evaluates the technical merits of its tax positions and recognizes an uncertain
tax benefit when (i) there is completion of a tax audit; (ii) there is a change in applicable tax law including a tax case ruling or legislative
guidance; or (iii) there is an expiration of the statute of limitations.

Goodwill and Other Indefinite-lived Intangible Assets

The allocation of purchase price for business combinations requires management estimates and judgment as to expectations for future cash flows
of the acquired business and the allocation of those cash flows to identifiable intangible assets in determining the estimated fair value for
purchase price allocation purposes. If the actual results differ from the estimates and judgments used in these estimates, the amounts recorded in
the financial statements could result in a possible impairment of the intangible assets and goodwill or require acceleration of the amortization
expense of finite-lived intangible assets. In addition, accounting guidance requires that goodwill and other indefinite-lived intangible assets be
tested at least annually for impairment. If circumstances or events prior to the date of the required annual assessment indicate that, in
management�s judgment, it is more likely than not that there has been a reduction of fair value of a reporting unit below its carrying value, the
Company performs an impairment analysis at the time of such circumstance or event. Changes in management�s estimates or judgments could
result in an impairment charge, and such a charge could have an adverse effect on the Company�s financial condition and results of operations.
To aid in establishing the value of goodwill and other intangible assets at the time of acquisition, Company policy requires that all acquisitions
with goodwill of greater than $5 million require the use of external valuations.

The Company has identified six reporting units within its three reportable segments with the corresponding goodwill balances as of July 31,
2012: Brady Americas, $234.7 million; Direct Marketing Americas, $183.1 million; Brady EMEA, $107.8 million; Direct Marketing EMEA,
$67.2 million; Brady Asia, $59.3 million; and Die-Cut Asia, $24.7 million. Brady continues to believe that the discounted cash flow model and
market multiples model provide a reasonable and meaningful fair value estimate based upon the reporting units� projections of future operating
results and cash flows and replicates how market participants would value the Company�s reporting units. The projections of future operating
results, which are based on both past performance and the projections and assumptions used in the Company�s current and long range operating
plans, are subject to change as a result of changing economic and competitive conditions. Significant estimates used by management in the
discounted cash flows methodology include estimates of future cash flows based on expected growth rates, price increases, improvement in
gross margin and SG&A as a percentage of sales, capital expenditures, working capital levels, income tax rates, the benefits of recent
acquisitions and expected synergies, and a weighted-average cost of capital that reflects the specific risk profile of the reporting unit being
tested. Significant negative industry or economic trends, disruptions to the Company�s business, loss of significant customers, inability to
effectively integrate acquired businesses, unexpected significant changes or planned changes in use of the assets or in entity structure, and
divestitures may adversely impact the assumptions used in the valuations.

In the event the fair value of a reporting unit is less than the carrying value, including goodwill, the Company would then perform an additional
assessment that would compare the implied fair value of goodwill with the carrying amount of goodwill. The determination of implied fair value
of goodwill would require management to compare the fair value of the reporting unit to the estimated fair value of the assets and liabilities of
the reporting unit; if necessary, the Company may consult valuation specialists to assist with the assessment of the estimated fair value of assets
and liabilities for the reporting unit. If the implied fair value of the goodwill is less than the carrying value, an impairment would be recorded.

In performing the Company�s annual goodwill impairment assessment, the Company performed a sensitivity analysis on the material assumptions
used in the discounted cash flow valuation models for each of its reporting units. Based on the Company�s fiscal 2012 goodwill impairment
testing and assuming a hypothetical 10% decrease in the estimated fair values of each of its reporting units, the hypothetical fair value of each of
the Company�s reporting units would have been greater than the carrying value. The assumptions that are most sensitive to a decline in estimated
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During the quarter ended January 31, 2012, the Company recorded a goodwill impairment charge related to its former North/South Asia
reporting unit within the Asia-Pacific operating segment. This impairment charge was recorded as a result of a triggering event related to a
decline in profitability within the Asia Die-Cut platform. The Company�s methodologies for valuing goodwill were applied consistently from the
period in which the impairment charge was recorded to the annual goodwill impairment assessment. Refer to Note 1 within Item 8 for further
discussion regarding the fiscal 2012 goodwill impairment charge.

The Company also evaluates the recoverability of its indefinite-lived intangible assets by utilizing a relief from royalty valuation methodology
that estimates the fair value of the future discounted cash flows of each indefinite-lived intangible asset. The future projections, which are based
on both past performance and the projections and assumptions used in the Company�s current and long range operating plans, are subject to
change as a result of changing economic and competitive conditions. Significant estimates used by management in the relief from royalty
valuation methodology include estimates of future revenue streams based on expected growth and royalty rates, income tax rates, and a
weighted-average cost of equity that reflects the specific risk profile of the indefinite-lived intangible asset tested. The Company�s methodologies
for valuing indefinite-lived intangible assets are applied consistently on a year-over-year basis, and are aligned with the methodologies and
assumptions applied to the annual goodwill impairment assessment. The Company continues to believe that the relief from royalty valuation
methodology provides the most reasonable and meaningful fair value estimate based upon the indefinite-lived intangible assets� projected future
revenue streams and replicates how market participants would value the Company�s indefinite-lived intangible assets in an orderly transaction.

The Company completed its annual impairment testing of goodwill and other indefinite-lived intangibles assets in the fourth quarter of fiscal
2012. Although the Company consistently uses the same methods in developing the assumptions and estimates underlying the fair value
calculations, such estimates are uncertain in nature and can vary from actual results.

Reserves and Allowances

The Company has recorded reserves or allowances for inventory obsolescence, uncollectible accounts receivable, and credit memos. These
accounts require the use of estimates and judgment. The Company bases its estimates on historical experience and on various other assumptions
that are believed to be reasonable under the circumstances. The Company believes that such estimates are made with consistent and appropriate
methods. Actual results may differ from these estimates under different assumptions or conditions.

New Accounting Standards

The information required by this Item is provided in Note 1 of the Notes to Consolidated Financial Statements contained in Item 8 � Financial
Statements and Supplementary Data.
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Forward-Looking Statements

In this annual report on Form 10-K, statements that are not reported financial results or other historic information are �forward-looking
statements.� These forward-looking statements relate to, among other things, the Company�s future financial position, business strategy, targets,
projected sales, costs, earnings, capital expenditures, debt levels and cash flows, and plans and objectives of management for future operations.

The use of words such as �may,� �will,� �expect,� �intend,� �estimate,� �anticipate,� �believe,� �should,� �project� or �plan� or similar terminology are generally
intended to identify forward-looking statements. These forward-looking statements by their nature address matters that are, to different degrees,
uncertain and are subject to risks, assumptions, and other factors, some of which are beyond Brady�s control, that could cause actual results to
differ materially from those expressed or implied by such forward-looking statements. For Brady, uncertainties arise from:

� The length or severity of the current worldwide economic downturn or timing or strength of a subsequent recovery;

� Increased usage of e-commerce allowing for ease of price transparency;

� Future financial performance of major markets Brady serves, which include, without limitation, telecommunications, hard disk drive,
manufacturing, electrical, construction, laboratory, education, governmental, public utility, computer, and transportation;

� Future competition;

� Changes in the supply of, or price for, parts and components;

� Increased price pressure from suppliers and customers;

� Brady�s ability to retain significant contracts and customers;

� Fluctuations in currency rates versus the U.S. dollar;

� Risks associated with international operations;

� Difficulties associated with exports;

� Risks associated with obtaining governmental approvals and maintaining regulatory compliance;

� Brady�s ability to develop and successfully market new products;

� Risks associated with identifying, completing, and integrating acquisitions;
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� Risks associated with restructuring plans;

� Environmental, health and safety compliance costs and liabilities;

� Technology changes and potential security violations to the Company�s information technology systems;

� Brady�s ability to maintain compliance with its debt covenants;

� Increase in our level of debt;

� Potential write-offs of Brady�s substantial intangible assets;

� Unforeseen tax consequences; and

� Numerous other matters of national, regional and global scale, including those of a political, economic, business, competitive, and
regulatory nature contained from time to time in Brady�s U.S. Securities and Exchange Commission filings, including, but not limited
to, those factors listed in the �Risk Factors� section within Item 1A of Part I of this Form 10-K.

These uncertainties may cause Brady�s actual future results to be materially different than those expressed in its forward-looking statements.
Brady does not undertake to update its forward-looking statements except as required by law.

Risk Factors

Refer to the information contained in Item 1A � Risk Factors.
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk

The Company�s business operations give rise to market risk exposure due to changes in foreign exchange rates. To manage that risk effectively,
the Company enters into hedging transactions, according to established guidelines and policies that enable it to mitigate the adverse effects of
this financial market risk.

The global nature of the Company�s business requires active participation in the foreign exchange markets. As a result of investments, production
facilities and other operations on a global scale, the Company has assets, liabilities and cash flows in currencies other than the U.S. Dollar. The
objective of the Company�s foreign currency exchange risk management is to minimize the impact of currency movements on non-functional
currency transactions and minimize the foreign currency translation impact of the Company�s foreign operations. To achieve this objective, the
Company hedges a portion of known exposures using forward contracts. Main exposures are related to transactions denominated in the British
Pound, the Euro, Canadian Dollar, Australian Dollar, Japanese Yen, Swiss Franc, Malaysian Ringgit, and Singapore Dollar. As of July 31, 2012,
the notional amount of outstanding forward contracts designated as cash flow hedges was $61.2 million. The Company also uses
euro-denominated debt of �75.0 million designated as a hedge instrument to hedge portions of the Company�s net investments in its European
foreign operations.

The Company also faces exchange rate risk from transactions with customers in countries outside the United States and from intercompany
transactions between affiliates. Although the Company has a U.S. dollar functional currency for reporting purposes, it has manufacturing sites
throughout the world and the majority of its sales are generated in foreign currencies. Costs incurred and sales recorded by subsidiaries operating
outside of the United States are translated into U.S. dollars using exchange rates effective during the respective period. As a result, the Company
is exposed to movements in the exchange rates of various currencies against the U.S. dollar. In particular, the Company has more sales in
European currencies than it has expenses in those currencies. Therefore, when European currencies strengthen or weaken against the U.S. dollar,
operating profits are increased or decreased, respectively.

Currency exchange rates decreased fiscal 2012 sales by 1.0% as compared to fiscal 2011 as the U.S. dollar appreciated, on average, against other
major currencies throughout the year. The most significant impact on sales due to currency fluctuations occurred during the fourth quarter ended
July 31, 2012, as sales declined by 5.0% as compared to the same quarter of the prior year. This decline was primarily driven by the appreciation
of the U.S. dollar against the Euro.

The Company could be exposed to interest rate risk through its corporate borrowing activities. The objective of the Company�s interest rate risk
management activities is to manage the levels of the Company�s fixed and floating interest rate exposure to be consistent with the Company�s
preferred mix. The interest rate risk management program allows the Company to enter into approved interest rate derivatives if there is a desire
to modify the Company�s exposure to interest rates. Such activities require approval of the Board of Directors. As of July 31, 2012, the Company
had no interest rate derivatives.

The Company is subject to the risk of changes in foreign currency exchange rates due to its operations in foreign countries. The Company has
manufacturing facilities and sells and distributes its products throughout the world. As a result, the Company�s financial results could be
significantly affected by factors such as changes in foreign currency exchange rates or weak economic conditions in the foreign markets in
which the Company manufactures, distributes and sells its products. Changes in foreign currency exchange rates for the Company�s foreign
subsidiaries reporting in local currencies are generally reported as a component of stockholders� investment. The Company�s currency translation
adjustment recorded in fiscal 2012 and 2011 as a separate component of stockholders� investment was $55.3 million unfavorable and $63.0
million favorable, respectively. As of July 31, 2012 and 2011, the Company�s foreign subsidiaries had net current assets (defined as current assets
less current liabilities) subject to foreign currency translation risk of $384.2 million and $427.7 million, respectively. The potential decrease in
the net current assets as of July 31, 2012 from a hypothetical 10 percent adverse change in quoted foreign currency exchange rates would be
approximately $38.4 million. This sensitivity analysis assumes a parallel shift in all major foreign currency exchange rates versus the U.S.
dollar. Exchange rates rarely move in the same direction relative to the U.S. dollar due to positive and negative correlations of the various global
currencies. This assumption may overstate the impact of changing exchange rates on individual assets and liabilities denominated in a foreign
currency.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

Brady Corporation

Milwaukee, WI

We have audited the accompanying consolidated balance sheets of Brady Corporation and subsidiaries (the �Company�) as of July 31, 2012 and
2011, and the related consolidated statements of income, stockholders� investment, and cash flows for each of the three years in the period ended
July 31, 2012. Our audits also included the financial statement schedule listed in the Index at Item 15. These financial statements and financial
statement schedule are the responsibility of the Company�s management. Our responsibility is to express an opinion on the financial statements
and financial statement schedule based on our audits.

We conducted our audits 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 the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Brady Corporation and
subsidiaries at July 31, 2012 and 2011, and the results of their operations and their cash flows for each of the three years in the period ended
July 31, 2012, in conformity with accounting principles generally accepted in the United States of America. Also, in our opinion, such financial
statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, present fairly, in all material
respects, the information set forth therein.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the Company�s
internal control over financial reporting as of July 31, 2012 based on the criteria established in Internal Control�Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission and our report dated September 27, 2012, expressed an unqualified
opinion on the Company�s internal control over financial reporting.

/s/ DELOITTE & TOUCHE LLP

Milwaukee, WI

September 27, 2012
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BRADY CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

July 31, 2012 and 2011

2012 2011
(Dollars in thousands)

ASSETS
Current assets:
Cash and cash equivalents $ 305,900 $ 389,971
Accounts receivable � net 199,006 228,483
Inventories:
Finished products 64,740 62,152
Work-in-process 15,377 14,550
Raw materials and supplies 25,407 27,484

Total inventories 105,524 104,186
Prepaid expenses and other current assets 40,424 35,647

Total current assets 650,854 758,287

Other assets:
Goodwill 676,791 800,343
Other intangibles assets 84,119 89,961
Deferred income taxes 45,356 53,755
Other 20,584 19,244
Property, plant and equipment:
Cost:
Land 8,651 6,406
Buildings and improvements 101,962 104,644
Machinery and equipment 292,130 305,557
Construction in progress 10,417 11,226

413,160 427,833
Less accumulated depreciation 283,145 287,918

Property, plant and equipment � net 130,015 139,915

Total $ 1,607,719 $ 1,861,505

LIABILITIES AND STOCKHOLDERS� INVESTMENT
Current liabilities:
Accounts payable $ 86,646 $ 98,847
Wages and amounts withheld from employees 54,629 69,798
Taxes, other than income taxes 9,307 7,612
Accrued income taxes 14,357 9,954
Other current liabilities 40,815 54,406
Current maturities on long-term obligations 61,264 61,264

Total current liabilities 267,018 301,881
Long-term obligations, less current maturities 254,944 331,914
Other liabilities 76,404 71,518
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Total liabilities 598,366 705,313

Commitments and contingencies (See Note 9)
Stockholders� investment:
Common stock:
Class A Nonvoting � Issued 51,261,487 and 51,261,487 shares, respectively; (aggregate liquidation preference of
$42,803 and $42,803 at July 31, 2012 and 2011, respectively) 513 513
Class B Voting � Issued and outstanding 3,538,628 shares 35 35
Additional paid-in capital 313,008 307,527
Earnings retained in the business 732,290 789,100
Treasury stock � 3,245,561 and 1,667,235 shares, respectively of Class A nonvoting common stock, at cost (92,600) (50,017) 
Accumulated other comprehensive income 59,411 113,898
Other (3,304) (4,864) 

Total stockholders� investment 1,009,353 1,156,192

Total $ 1,607,719 $ 1,861,505

See notes to consolidated financial statements.
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BRADY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Years Ended July 31, 2012, 2011 and 2010

2012 2011 2010
(In thousands, except per share amounts)

Net sales $ 1,324,269 $ 1,339,597 $ 1,259,096
Cost of products sold 687,963 683,401 635,799

Gross margin 636,306 656,196 623,297
Operating expenses:
Research and development 38,440 43,001 42,621
Selling, general and administrative 430,310 441,815 435,906
Restructuring charges 12,110 9,188 15,314
Impairment charge 115,688 �  �  

Total operating expenses 596,548 494,004 493,841

Operating income 39,758 162,192 129,456
Other income (expense):
Investment and other income� net 2,082 3,990 1,168
Interest expense (19,090) (22,124) (21,222) 

Net other expense (17,008) (18,134) (20,054) 

Income before income taxes 22,750 144,058 109,402
Income taxes 40,661 35,406 27,446

Net (loss) income $ (17,911) $ 108,652 $ 81,956

Net (loss) income per common share:
Class A Nonvoting:
Basic $ (0.35) $ 2.06 $ 1.56

Diluted $ (0.35) $ 2.04 $ 1.55

Dividends $ 0.74 $ 0.72 $ 0.70

Class B Voting:
Basic $ (0.36) $ 2.04 $ 1.55

Diluted $ (0.36) $ 2.03 $ 1.53

Dividends $ 0.72 $ 0.70 $ 0.68

Weighted average Class A and Class B common shares outstanding
Basic 52,453 52,639 52,402

Diluted 52,453 53,133 52,946
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See notes to consolidated financial statements.
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BRADY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS� INVESTMENT

Years Ended July 31, 2012, 2011 and 2010

Common
Stock

Additional

Paid-In
Capital

Earnings

Retained

in the
Business

Treasury
Stock

Accumulated

Other

Comprehensive
Income Other

Total

Comprehensive
Income

(In thousands, except per share amounts)
Balances at July 31, 2009 $ 548 $ 298,466 $ 673,342 $ (69,823) $ 53,051 $ (4,492) 

Net income �  �  81,956 �  �  �  $ 81,956
Net currency translation adjustment and other (Note 1) �  �  �  �  (2,146) �  (2,146) 

Total comprehensive income $ 79,810

Issuance of 215,447 shares of Class A Common Stock
under stock option plan �  (2,788) �  6,505 �  �  
Other (Note 6) �  (2,512) �  (459) �  1,663
Tax benefit from exercise of stock options and deferred
compensation distributions �  1,318 �  �  �  �  
Stock-based compensation expense (Note 1) �  9,721 �  �  �  �  
Purchase of 102,067 shares of Class A Common Stock �  �  �  (2,537) �  �  
Cash dividends on Common Stock
Class A � $0.70 per share �  �  (34,368) �  �  �  
Class B � $0.68 per share �  �  (2,418) �  �  �  

Balances at July 31, 2010 $ 548 $ 304,205 $ 718,512 $ (66,314) $ 50,905 $ (2,829) 

Net income �  �  108,652 �  �  �  $ 108,652
Net currency translation adjustment and other (Note 1) �  �  �  �  62,993 �  62,993

Total comprehensive income $ 171,645

Issuance of 524,144 shares of Class A Common Stock
under stock option plan �  (5,684) �  13,877 �  �  
Other (Note 6) �  (1,964) �  2,420 �  (2,035) 
Tax benefit from exercise of stock options and deferred
compensation distributions �  1,140 �  �  �  �  
Stock-based compensation expense (Note 1) �  9,830 �  �  �  �  
Cash dividends on Common Stock
Class A � $0.72 per share �  �  (35,575) �  �  �  
Class B � $0.70 per share �  �  (2,489) �  �  �  

Balances at July 31, 2011 $ 548 $ 307,527 $ 789,100 $ (50,017) $ 113,898 $ (4,864) 

Net (loss) income �  �  (17,911) �  �  �  $ (17,911) 
Net currency translation adjustment and other (Note 1) �  �  �  �  (54,487) �  (54,487) 

Total comprehensive income $ (72,398) 

Issuance of 265,491 shares of Class A Common Stock
under stock option plan �  (3,516) �  7,380 �  �  
Other (Note 6) �  (1,637) �  (30) �  1,560
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Tax benefit from exercise of stock options and deferred
compensation distributions �  1,167 �  �  �  �  
Stock-based compensation expense (Note 1) �  9,467 �  �  �  �  
Purchase of 1,869,193 shares of Class A Common Stock �  �  �  (49,933) �  �  
Cash dividends on Common Stock
Class A � $0.74 per share �  �  (36,340) �  �  �  
Class B � $0.72 per share �  �  (2,559) �  �  �  

Balances at July 31, 2012 $ 548 $ 313,008 $ 732,290 $ (92,600) $ 59,411 $ (3,304) 

See notes to consolidated financial statements.
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BRADY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended July 31, 2012, 2011 and 2010

2012 2011 2010
(Dollars in thousands)

Operating activities:
Net (loss) income $ (17,911) $ 108,652 $ 81,956
Adjustments to reconcile net (loss) income to net cash provided by operating activities:
Depreciation and amortization 43,987 48,827 53,022
Deferred income taxes (9,679) (8,161) (6,834) 
Loss (gain) on the sale of business (pre-tax) 204 (4,394) �  
Non-cash portion of stock-based compensation expense 9,735 9,830 9,721
Non-cash portion of restructuring charges 458 2,155 2,260
Impairment charge 115,688 �  �  
Changes in operating assets and liabilities (net of effects of business
acquisitions):
Accounts receivable 18,089 7,680 (29,479) 
Inventories (7,674) (2,886) 426
Prepaid expenses and other assets (2,744) 5,624 (3,502) 
Accounts payable and accrued liabilities (29,370) (3,365) 52,410
Income taxes 23,922 3,388 5,258

Net cash provided by operating activities 144,705 167,350 165,238

Investing activities:
Acquisitions of businesses, net of cash acquired (37,649) (7,970) (30,431) 
Payments of remaining consideration (2,580) (1,528) �  
Divestiture of business, net of cash retained in business 856 12,980 �  
Purchases of property, plant and equipment (24,147) (20,532) (26,296) 
Settlements of net investment hedges (797) (5,542) 6,248
Other (287) (39) 1,798

Net cash used in investing activities (64,604) (22,631) (48,681) 

Financing activities:
Payment of dividends (38,899) (38,064) (36,786) 
Proceeds from issuance of common stock 3,864 8,193 3,717
Principal payments on debt (62,687) (61,264) (44,893) 
Proceeds from issuance of debt �  �  94,915
Purchase of treasury stock (49,933) �  (2,537) 
Credit revolver costs (961) �  �  
Income tax benefit from the exercise of stock options and deferred compensation distributions, and
other 792 (439) 859

Net cash (used in) provided by financing activities (147,824) (91,574) 15,275

Effect of exchange rate changes on cash (16,348) 21,986 (5,148) 

Net (decrease) increase in cash and cash equivalents (84,071) 75,131 126,684
Cash and cash equivalents, beginning of year 389,971 314,840 188,156
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Cash and cash equivalents, end of year $ 305,900 $ 389,971 $ 314,840

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest, net of capitalized interest $ 19,194 $ 21,298 $ 21,626
Income taxes, net of refunds 35,292 35,851 30,870
Acquisitions:
Fair value of assets acquired, net of cash $ 23,792 $ 4,624 $ 15,366
Liabilities assumed (8,987) (1,446) (5,201) 
Goodwill 22,844 4,792 20,266

Net cash paid for acquisitions $ 37,649 $ 7,970 $ 30,431

See notes to consolidated financial statements.
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BRADY CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years Ended July 31, 2012, 2011 and 2010

(In thousands except share and per share amounts)

1. Summary of Significant Accounting Policies

Nature of Operations � Brady Corporation is an international manufacturer of identification solutions and specialty materials that identify and
protect premises, products and people. The ability to provide customers with a broad range of proprietary, customized, and diverse products for
use in various applications, along with a commitment to quality and service, a global footprint, and multiple sales channels, have made Brady a
world leader in many of its markets.

Principles of Consolidation � The accompanying consolidated financial statements include the accounts of Brady Corporation and its
subsidiaries (�Brady� or the �Company�), all of which are wholly-owned. All intercompany accounts and transactions have been eliminated in
consolidation.

Use of Estimates � The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Subsequent Events � On September 6, 2012, the Company announced an increase in the annual dividend to shareholders of the Company�s
Class A Common Stock, from $0.74 to $0.76 per share. A quarterly dividend of $0.19 will be paid on October 31, 2012, to shareholders of
record at the close of business on October 10, 2012.

On September 6, 2012, the Company�s Board of Directors authorized a share buyback program for up to an additional two million shares of the
Company�s Class A Common Stock. The share repurchase plan may be implemented from time to time on the open market or in privately
negotiated transactions, with repurchased shares available for use in connection with the Company�s stock-based compensation plans and for
other corporate purposes.

Fair Value of Financial Instruments � The Company believes the carrying amount of its financial instruments (cash and cash equivalents,
accounts receivable and accounts payable) is a reasonable estimate of the fair value of these instruments due to their short-term nature. See Note
5 for more information regarding the fair value of long-term debt and Note 10 for fair value measurements.

Cash Equivalents � The Company considers all highly liquid investments with original maturities of three months or less when acquired to be
cash equivalents, which are recorded at cost.

Accounts Receivables � Accounts receivables are stated net of allowances for doubtful accounts of $6,006 and $6,183 as of July 31, 2012 and
2011, respectively. No single customer comprises more than 10% of the Company�s consolidated net sales in 2012, 2011, or 2010, or 10% of the
Company�s consolidated accounts receivable as of July 31, 2012 or 2011. Specific customer provisions are made when a review of significant
outstanding amounts, utilizing information about customer creditworthiness and current economic trends, indicates that collection is doubtful. In
addition, provisions are made for the remainder of accounts receivable based upon the age of the receivable and the Company�s historical
collection experience.

Inventories � Inventories are stated at the lower of cost or market. Cost has been determined using the last-in, first-out (�LIFO�) method for
certain domestic inventories (approximately 18% of total inventories at July 31, 2012, and approximately 16% of total inventories at July 31,
2011) and the first-in, first-out (�FIFO�) or average cost methods for other inventories. Had all domestic inventories been accounted for on a FIFO
basis instead of on a LIFO basis, the carrying value would have increased by $9,271 and $9,168 on July 31, 2012 and 2011, respectively.
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Plant, Property, and Equipment � Plant, property, and equipment are recorded at cost. The cost of buildings and improvements and machinery
and equipment is being depreciated over their estimated useful lives using primarily the straight-line method for financial reporting purposes.
The estimated useful lives range from 3 to 33 years as shown below.

Asset Category Range of Useful Lives
Buildings and improvements 10 to 33 Years
Computer systems 5 Years
Machinery and equipment 3 to 10 Years

Fully depreciated assets are retained in property and accumulated depreciation accounts until disposal. Upon disposal, assets and related
accumulated depreciation are removed from the accounts and the net amount, less proceeds from disposal, is charged or credited to operations.
Leasehold improvements are depreciated over the shorter of the lease term or the estimated useful life of the respective asset. Depreciation
expense was $27,656, $28,997, and $31,560 for the years ended July 31, 2012, 2011 and 2010, respectively.

Goodwill and Other Intangible Assets � The cost of intangible assets with determinable useful lives is amortized to reflect the pattern of
economic benefits consumed on a straight-line basis, over the estimated periods benefited. Intangible assets with indefinite useful lives and
goodwill are not subjected to amortization. These assets are assessed for impairment annually or more frequently as deemed necessary.

In the quarter ended January 31, 2012, the former North/South Asia reporting unit experienced a sales decline and margin erosion due in large
part to a major customer�s loss of market share within the mobile handset industry. The impact of this sales decline was partially offset by
additional opportunities within the mobile handset and other computing devices markets, but these sales were achieved at a lower gross margin
percentage than was previously realized. The Company�s plans to fill capacity and absorb overhead with these additional sales opportunities were
partially successful; however, increased competition from local competitors drove down unit prices. While the Company continued to capture
similar dollar value of sales, the gross margins were less than what was anticipated. The Company placed increased focus on cost reduction and
material procurement strategies to reduce cost of goods sold; however, these efforts were not enough to return the reporting unit to previous
levels of profitability. Based upon the economic environment within the mobile handset market, management determined that the events were
not temporary and gross margins in the mobile handset market were not likely to improve materially in the near term.

Due to the convergence of these events, in connection with a reforecast of expected fiscal 2012 financial results completed during the quarter
ended January 31, 2012, the Company determined the foregoing circumstances to be indicators of potential impairment under the guidance of
ASC 350, �Intangibles � Goodwill and Other.� The Company completed the required initial (�Step One�) impairment test for the former North/South
Asia reporting unit by preparing a discounted cash flow model taking into account updated projections, estimates and assumptions. These
estimates and assumptions primarily included, but were not limited to, projections of revenue growth, operating earnings, discount rates,
terminal growth rates, and required capital for the reporting unit. Due to the inherent uncertainty involved in these estimates, actual results could
differ materially from the estimates. The Company evaluated the significant assumptions used to determine the fair value of the reporting unit
with the assistance of a third party valuation firm and concluded that they were reasonable.

The estimated fair value of the reporting unit was compared to the carrying amount including goodwill, and the results of the analysis indicated
that the former North/South Asia reporting unit was potentially impaired. Therefore, the Company proceeded to measure the amount of the
potential impairment (�Step Two�) with the assistance of a third party valuation firm. In Step Two of the goodwill impairment test, the Company
determined the implied fair value of the goodwill and compared it to the carrying value of the goodwill. The Company allocated the fair value of
the former North/South Asia reporting unit to all of its assets and liabilities as if the reporting unit had been acquired in a business combination.
The excess fair value of the reporting unit over the fair value of its identifiable assets and liabilities was the implied fair value of goodwill. Upon
completion of the assessment, the Company recognized a goodwill impairment charge of $115,688 during the quarter ended January 31, 2012.
The amount of accumulated impairments as of July 31, 2012 was $115,688. There were no accumulated impairments as of July 31, 2011.
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In order to better allocate resources to align with sales growth initiatives, the Company reorganized its management reporting structure within
the EMEA and Asia-Pacific operating segments. As a result of the reorganization and in accordance with ASC 350, �Intangibles � Goodwill and
Other,� the Company�s reporting units for purposes of goodwill impairment testing were updated during the quarter ended April 30, 2012. In the
EMEA operating segment, the Emerging Platforms reporting unit was consolidated into the Brady EMEA and Direct Marketing EMEA
reporting units. In the Asia-Pacific operating segment, the North/South Asia reporting unit was divided into Brady North/South Asia and
Die-Cut Asia. Further, Brady North/South Asia has been aggregated with Australia as part of the Brady Asia reporting unit. There were no
changes to the management structure within the Americas operating segment.

The changes in the carrying amount of goodwill by reportable segment for the years ended July 31, 2012 and 2011 are as follows:

Americas EMEA
Asia-

Pacific Total
Balance as of July 31, 2010 $ 425,018 $ 163,189 $ 180,393 $ 768,600

Current year acquisitions �  �  4,792 4,792
Current year divestitures (3,696) (8,380) �  (12,076) 
Translation adjustments and other 4,256 16,429 18,342 39,027

Balance as of July 31, 2011 $ 425,578 $ 171,238 $ 203,527 $ 800,343

Current year acquisitions �  22,844 �  22,844
Current year divestitures �  (495) �  (495) 
Translation adjustments and other (7,692) (18,719) (3,802) (30,213) 
Impairment charge �  �  (115,688) (115,688) 

Balance as of July 31, 2012 $ 417,886 $ 174,868 $ 84,037 $ 676,791
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Goodwill decreased $123,552 during fiscal 2012. Of the $123,552 decrease, $115,688 was due to the goodwill impairment charge recognized on
the former North/South Asia reporting unit, and $30,185 was due to the negative effects of foreign currency translation. These declines were
partially offset by the acquisitions of Grafo, Runelandhs, and Pervaco during fiscal 2012, which increased goodwill by $1,227, $8,440, and
$13,177, respectively, net of the fiscal 2012 divestiture of Etimark, which decreased goodwill by $495. See Note 2, �Acquisitions and
Divestitures� for further discussion.

Goodwill increased $31,743 during fiscal 2011 due to the net effects of foreign currency translation and acquisition activity, offset by
divestitures. Of the $31,743 increase, $39,027 was due to the positive effects of foreign currency translation and $4,792 resulted from the
acquisition of ID Warehouse during the second quarter of fiscal 2011. The increase was offset by a $12,076 decrease in goodwill as a result of
the divestiture of the Company�s Teklynx business during the second quarter of fiscal 2011.

Other intangible assets include patents, trademarks, customer relationships, non-compete agreements and other intangible assets with finite lives
being amortized in accordance with accounting guidance for other intangible assets. The net book value of these assets was as follows:

July 31, 2012 July 31, 2011
Weighted

Average

Amortization
Period (Years)

Gross

Carrying
Amount

Accumulated
Amortization

Net
Book
Value

Weighted

Average

Amortization
Period (Years)

Gross

Carrying
Amount

Accumulated
Amortization

Net
Book
Value

Amortized other intangible assets:
Patents 5 $ 10,418 $ (9,058) $ 1,360 5 $ 9,784 $ (8,556) $ 1,228
Trademarks and other 7 8,945 (7,094) 1,851 7 9,448 (6,599) 2,849
Customer relationships 7 164,392 (128,805) 35,587 7 165,566 (119,977) 45,589
Non-compete agreements and other 4 15,988 (15,417) 571 4 16,432 (15,760) 672
Unamortized other intangible
assets:

Trademarks and tradenames N/A 44,750 �  44,750 N/A 39,623 �  39,623

Total $ 244,493 $ (160,374) $ 84,119 $ 240,853 $ (150,892) $ 89,961

The value of other intangible assets in the Consolidated Balance Sheet at July 31, 2012, differs from the value assigned to them in the allocation
of purchase price due to the effect of fluctuations in the exchange rates used to translate financial statements into the United States dollar
between the date of acquisition and July 31, 2012.

Amortization expense of intangible assets during fiscal 2012, 2011, and 2010 was $16,331, $19,830, and $21,462, respectively. The
amortization over each of the next five fiscal years is projected to be $14,323, $6,962, $6,145, $5,957, and $2,859 for the years ending July 31,
2013, 2014, 2015, 2016 and 2017, respectively.

Impairment of Long-Lived and Other Intangible Assets � The Company evaluates whether events and circumstances have occurred that indicate
the remaining estimated useful life of long-lived and other finite-lived intangible assets may warrant revision or that the remaining balance of an
asset may not be recoverable. The measurement of possible impairment is based on fair value of the assets generally estimated by the ability to
recover the balance of assets from expected future operating cash flows on an undiscounted basis. If impairment is determined to exist, any
related impairment loss is calculated based on the fair value of the asset.

Impairment of Goodwill and Indefinite-lived Intangible Assets � Goodwill and other indefinite-lived intangible assets are tested for impairment
annually or more frequently if events or changes in circumstances indicate that the assets might be impaired. Annual impairment tests are
performed by the Company in the fourth quarter of each year.

During the fourth quarter of fiscal 2012, the Company conducted a goodwill impairment assessment. The assessment included comparing the
carrying amount of net assets, including goodwill, of each reporting unit to its respective fair value as of May 1, 2012, the Company�s assessment
date. Fair value was determined using the weighted average of a discounted cash flow and market participant analysis for each reporting unit.
The Company�s methodologies for valuing goodwill are applied consistently on a year-over-year basis. No indications of impairment have been
identified between the date of the interim assessments and July 31, 2012.
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During the fourth quarter of fiscal 2012, the Company conducted an indefinite-lived intangible asset impairment assessment. The assessment
included comparing the carrying amount of the indefinite-lived intangible asset to the fair value of those assets as of May 1, 2012, the Company�s
assessment date. Fair value was determined using a discounted revenue stream analysis for each indefinite-lived intangible asset based on a
relief from royalty valuation methodology. The Company�s methodologies for valuing indefinite-lived intangible assets are applied consistently
on a year-over-year basis. No indications of impairment have been identified between the date of the interim assessments and July 31, 2012.
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Catalog Costs and Related Amortization � The Company accumulates all direct costs incurred, net of vendor cooperative advertising payments,
in the development, production, and circulation of its catalogs on its balance sheet until such time as the related catalog is mailed. The catalog
costs are subsequently amortized into selling, general, and administrative expense over the expected sales realization cycle, which is one year or
less. Consequently, any difference between the estimated and actual revenue stream for a particular catalog and the related impact on
amortization expense is neutralized within a period of one year or less. The estimate of the expected sales realization cycle for a particular
catalog is based on the Company�s historical sales experience with identical or similar catalogs, and an assessment of prevailing economic
conditions and various competitive factors. The Company tracks subsequent sales realization, reassesses the marketplace, and compares its
findings to the previous estimate, and adjusts the amortization of future catalogs, if necessary. At July 31, 2012 and 2011, $15,011 and $11,892,
respectively, of prepaid catalog costs were included in prepaid expenses and other current assets.

Revenue Recognition � Revenue is recognized when it is both earned and realized or realizable. The Company�s policy is to recognize revenue
when title to the product, ownership, and risk of loss have transferred to the customer, persuasive evidence of an arrangement exists, and
collection of the sales proceeds is reasonably assured, all of which generally occur upon shipment of goods to customers. The majority of the
Company�s revenue relates to the sale of inventory to customers, and revenue is recognized when title and the risks and rewards of ownership
pass to the customer. Given the nature of the Company�s business and the applicable rules guiding revenue recognition, the Company�s revenue
recognition practices do not contain estimates that materially affect the results of operations, with the exception of estimated returns and credit
memos. The Company provides for an allowance for estimated product returns and credit memos which is recognized as a deduction from sales
at the time of the sale. As of July 31, 2012 and 2011, the Company had a reserve of $3,046 and $4,491, respectively. The decline from fiscal
2011 to fiscal 2012 is a result of a reduction in specific reserves that were recorded at the end of fiscal 2011, as well as a decline in the product
return lag.

Sales Incentives � The Company accounts for cash consideration (such as sales incentives and cash discounts) given to its customers or resellers
as a reduction of revenue rather than an operating expense. Sales incentives for the years ended July 31, 2012, 2011, and 2010 were $18,474,
$18,826, and $12,673, respectively.

Shipping and Handling Fees and Costs � Amounts billed to a customer in a sale transaction related to shipping and handling fees are reported as
net sales and the related costs incurred for shipping and handling are reported as cost of goods sold.

Advertising Costs � Advertising costs are expensed as incurred, except catalog and mailer costs as outlined above. Advertising expense for the
years ended July 31, 2012, 2011, and 2010 were $74,852, $79,326, and $72,000, respectively.

Stock-Based Compensation � The Company has an incentive stock plan under which the Board of Directors may grant nonqualified stock
options to purchase shares of Class A Nonvoting Common Stock or restricted shares of Class A Nonvoting Common Stock to employees and
non-employee directors. The stock options have an exercise price equal to the fair market value of the underlying stock at the date of grant and
generally vest ratably over a three-year period, with one-third becoming exercisable one year after the grant date and one-third additional in each
of the succeeding two years. Stock options issued under these plans, referred to herein as �service-based� stock options, generally expire 10 years
from the date of grant. The Company also grants stock options to certain executives and key management employees that vest upon meeting
certain financial performance conditions over the vesting schedule described above; these options are referred to herein as �performance-based�
stock options. Performance-based stock options expire 10 years from the date of grant. Restricted shares have an issuance price equal to the fair
market value of the underlying stock at the date of grant. The Company granted restricted shares in fiscal 2008 and fiscal 2011 that have an
issuance price equal to the fair market value of the underlying stock at the date of grant. The restricted shares granted in fiscal 2008 were
amended in fiscal 2011 to allow for vesting after either a five-year period or a seven-year period based upon both performance and service
conditions. The restricted shares granted in fiscal 2011 vest ratably at the end of years 3, 4 and 5 upon meeting certain performance and service
conditions. The restricted shares granted in fiscal 2008 and 2011 are referred to herein as �performance-based restricted shares.�

As of July 31, 2012, the Company has reserved 6,555,084 shares of Class A Nonvoting Common Stock for outstanding stock options and
restricted shares and 5,005,850 shares remain of Class A Nonvoting Common Stock for future issuance of stock options and restricted shares
under the various plans. The Company uses treasury stock or will issue new Class A Nonvoting Common Stock to deliver shares under these
plans.

The Company recognizes the compensation cost of all share-based awards on a straight-line basis over the vesting period of the award. Total
stock compensation expense recognized by the Company during the years ended July 31, 2012, 2011, and 2010 was $9,735 ($5,939 net of
taxes), $9,830 ($5,996 net of taxes), and $9,721 ($5,930 net of taxes), respectively. As of July 31, 2012, total unrecognized compensation cost
related to share-based compensation awards was $13,827 pre-tax, net of estimated forfeitures, which the Company expects to recognize over a
weighted-average period of 1.8 years.
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The Company has estimated the fair value of its performance-based and service-based option awards granted after August 1, 2005, using the
Black-Scholes option-pricing model. The weighted-average assumptions used in the Black-Scholes valuation model are reflected in the
following table:

2012 2011 2010

Black-Scholes Option Valuation Assumptions

Performance-

Based
Options

Service-Based
Options

Performance-

Based
Options

Service-Based
Options

Performance-

Based
Options

Service-Based
Options

Expected term (in years) 6.57 5.89 6.57 5.91 6.57 5.94
Expected volatility 39.21% 39.41% 39.39% 40.22% 38.72% 39.88% 
Expected dividend yield 1.99% 2.07% 1.96% 1.94% 3.02% 3.01% 
Risk-free interest rate 2.05% 1.16% 2.35% 1.65% 3.03% 2.63% 
Weighted-average market value of
underlying stock at grant date $ 29.55 $ 27.05 $ 28.43 $ 29.13 $ 28.73 $ 28.68
Weighted-average exercise price $ 29.55 $ 27.05 $ 28.35 $ 29.13 $ 29.78 $ 28.68
Weighted-average fair value of
options granted $ 10.01 $ 8.42 $ 9.87 $ 9.59 $ 8.70 $ 8.77
The Company uses historical data regarding stock option exercise behaviors to estimate the expected term of options granted based on the period
of time that options granted are expected to be outstanding. Expected volatilities are based on the historical volatility of the Company�s stock.
The expected dividend yield is based on the Company�s historical dividend payments and historical yield. The risk-free interest rate is based on
the U.S. Treasury yield curve in effect on the grant date for the length of time corresponding to the expected term of the option. The market
value is calculated as the average of the high and the low stock price on the date of grant.

The Company granted 100,000 shares of performance-based restricted stock to Frank M. Jaehnert, the Company�s President and Chief Executive
Officer in August of 2010, with a grant price and fair value of $28.35 per share. The Company also granted 210,000 shares of
performance-based restricted stock to Mr. Jaehnert and other executives during fiscal 2008, with a grant price and fair value of $32.83. As of
July 31, 2012, 310,000 performance-based restricted shares were outstanding.

Effective July 20, 2011, the Compensation Committee of the Board of Directors of the Company approved an amendment to the fiscal 2008
performance-based restricted shares to provide for an additional two-year vesting period. These awards originally vested five years from the
grant date upon meeting certain financial performance and service conditions. This modification resulted in a one-time cumulative reduction of
$1.2 million in fiscal 2011 to share-based compensation expense in order to align the expense recognition with the amended vesting terms. The
Company�s Chief Executive Officer, Chief Financial Officer, and the other three named executive officers currently have the following
performance-based restricted shares affected by this amendment: Frank M. Jaehnert, 50,000 shares; Thomas J. Felmer, 35,000 shares; Peter C.
Sephton, 35,000 shares; Allan J. Klotsche, 35,000 shares; and Matthew O. Williamson, 35,000 shares.

The Company granted 415,000 performance-based stock options during fiscal 2012, with a weighted average exercise price of $29.55 and a
weighted average fair value of $10.01. The Company also granted 797,450 service-based stock options during fiscal 2012, with a weighted
average exercise price of $27.05 and a weighted average fair value of $8.42.

Research and Development � Amounts expended for research and development are expensed as incurred.

Other comprehensive income � Other comprehensive income consists of foreign currency translation adjustments, net unrealized gains and
losses from cash flow hedges and net investment hedges, and the unamortized gain on the post-retirement medical plans net of their related tax
effects.

40

Edgar Filing: BRADY CORP - Form 10-K

Table of Contents 62



Table of Contents

The following table illustrates the changes in the balances of each component of accumulated other comprehensive income for the periods
presented. The unrealized (loss) gain on cash flow hedges and the amortization of gain on the postretirement medical plan are presented net of
tax:

Unrealized
(loss) gain 

on

cash flow
hedges

Amortization

of gain on

post-

retirement
medical

plan

Foreign

currency

translation
adjustments

Accumulated

other

comprehensive
income

Beginning balance, July 31, 2009 $ (53) $ 1,942 $ 51,162 $ 53,051

Current-period change (268) (585) (1,293) (2,146) 

Ending balance, July 31, 2010 $ (321) $ 1,357 $ 49,869 $ 50,905

Current-period change (833) 831 62,995 62,993

Ending balance, July 31, 2011 $ (1,154) $ 2,188 $ 112,864 $ 113,898

Current-period change 2,030 (1,210) (55,307) (54,487) 

Ending balance, July 31, 2012 $ 876 $ 978 $ 57,557 $ 59,411

The decrease in accumulated other comprehensive income for the year ended July 31, 2012, as compared to the years ended July 31, 2011 was
primarily due to the appreciation of the U.S. dollar against other currencies. The foreign currency translation adjustments line in the table above
includes the impact of foreign currency translation, foreign currency translation on intercompany notes, and the settlements of the net investment
hedges, net of tax.

Foreign Currency Translation � Foreign currency assets and liabilities are translated into United States dollars at end of period rates of
exchange, and income and expense accounts are translated at the weighted average rates of exchange for the period. Resulting translation
adjustments are included in other comprehensive income.

Income Taxes � The Company accounts for income taxes in accordance with the applicable accounting guidance, which requires an asset and
liability approach to financial accounting and reporting for income taxes. Deferred income tax assets and liabilities are computed for differences
between the financial statement and tax basis of assets and liabilities that will result in taxable or deductible amounts in the future based on
enacted tax laws and rates applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances are
established when necessary to reduce deferred tax assets to the amount expected to be realized. Income tax expense is the tax payable or
refundable for the period plus or minus the change during the period in deferred tax assets and liabilities. The Company recognizes the effect of
income tax positions only if sustaining those positions is more likely than not. Changes in recognition or measurement are reflected in the period
in which a change in judgment occurs.

Risk Management Activities � The Company is exposed to market risk, such as changes in interest rates and currency exchange rates. The
Company does not hold or issue derivative financial instruments for trading purposes.

Foreign Currency Hedging � The objective of the Company�s foreign currency exchange risk management is to minimize the impact of currency
movements on non-functional currency transactions and minimize the foreign currency translation impact on the Company�s foreign operations.
While the Company�s risk management objectives and strategies are driven from an economic perspective, the Company attempts, where
possible and practical, to ensure that the hedging strategies it engages in qualify for hedge accounting and result in accounting treatment where
the earnings effect of the hedging instrument provides substantial offset (in the same period) to the earnings effect of the hedged item. Generally,
these risk management transactions will involve the use of foreign currency derivatives to protect against exposure resulting from transactions in
a currency differing from the respective functional currency.
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The Company utilizes forward foreign exchange currency contracts to reduce the exchange rate risk of specific foreign currency denominated
transactions. These contracts typically require the exchange of a foreign currency for U.S. dollars at a fixed rate at a future date, with maturities
of less than 18 months. These instruments may or may not qualify as hedges under the accounting guidance for derivative instruments and
hedging activities based upon the intended objective of the contract. The fair value of these instruments at July 31, 2012 and 2011 was an asset
of $953 and a liability of $6,109, respectively. As of July 31, 2012 and 2011, the notional amount of these outstanding forward exchange
contracts was $61.2 million and $80.8 million. See Note 12 for more information regarding the Company�s derivative instruments and hedging
activities.
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The Company has designated a portion of its foreign exchange contracts as cash flow hedges and recorded these contracts at fair value on the
Consolidated Balance Sheets. For these instruments, the effective portion of the gain or loss on the derivative is reported as a component of
accumulated other comprehensive income (�AOCI�) and reclassified into earnings in the same period or periods during which the hedged
transaction affects earnings. At July 31, 2012 and July 31, 2011, unrealized gains of $1,348 and unrealized losses of $1,535 have been included
in AOCI, respectively. All balances are expected to be reclassified from AOCI to earnings during the next fifteen months when the hedged
transactions impact earnings.

The Company has designated a portion of its foreign exchange contracts as net investment hedges of the Company�s net investments in foreign
operations and recorded these contracts at fair value on the Consolidated Balance Sheets. For net investment hedges that meet the effectiveness
requirements, the net gains or losses attributable to changes in spot exchange rates are recorded in cumulative translation within accumulated
other comprehensive income. Any ineffective portions are to be recognized in earnings. Recognition in earnings of amounts previously recorded
in cumulative translation is limited to circumstances such as complete or substantially complete liquidation of the net investment in the hedged
foreign operation. At July 31, 2012 and July 31, 2011, unrealized losses of $1,041 and $4,589 have been included in AOCI, respectively.

The Company also utilizes Euro-denominated debt designated as hedge instruments to hedge portions of the Company�s net investments in
European foreign operations. As of July 31, 2012, the Company had �75.0 million foreign denominated debt outstanding designated as a net
investment hedge of the Company�s net investment in its European foreign operations. See Note 12 for more information regarding the
Company�s derivative instruments and hedging activities. For net investment hedges that meet the effectiveness requirements, the net gains or
losses attributable to changes in spot exchange rates are recorded in cumulative translation within accumulated other comprehensive income.
Any ineffective portions are to be recognized in earnings. Recognition in earnings of amounts previously recorded in cumulative translation is
limited to circumstances such as complete or substantially complete liquidation of the net investment in the hedged foreign operation. At
July 31, 2012 and July 31, 2011, unrealized gains of $2,635 and unrealized losses of $13,070 have been included in AOCI, respectively.

The Company also enters into forward exchange contracts to create economic hedges to manage foreign exchange risk exposure. The fair value
of these instruments at July 31, 2012 and 2011 was $78 and $2, respectively. The Company has not designated these derivative contracts as
hedge transactions, and accordingly, the mark-to-market impact of these derivatives is recorded each period in current earnings.

Hedge effectiveness is determined by how closely the changes in the fair value of the hedging instrument offset the changes in the fair value or
cash flows of the hedged item. Hedge accounting is permitted only if the hedging relationship is expected to be highly effective at the inception
of the hedge and on an on-going basis. Gains or losses on the derivative related to hedge ineffectiveness are recognized in current earnings. The
amount of hedge ineffectiveness was not significant for the fiscal years ended July 31, 2012, 2011, and 2010.

New Accounting Standards � In May 2011, the FASB issued ASU 2011-04, �Fair Value Measurement,� which is intended to clarify three points
that are part of FASB ASC 820 � Fair Value Measurements and Disclosures: (1) only nonfinancial assets should be valued via a determination of
their best use; (2) the value of an instrument in shareholder�s equity should be measured from the perspective of an investor or trader who owns
that instrument, which is the same method for measuring a liability; and (3) businesses will have to provide data and disclose the methods used
to value Level 3 assets, those that are difficult to price because they do not have observable pricing inputs since they have stopped trading in the
open market. The Company adopted this ASU effective July 31, 2012; however, it does not have a material impact on the basis of reporting fair
value or the related disclosures.

In June 2011, the FASB issued ASU 2011-05, �Presentation of Comprehensive Income,� which eliminates the option to present components of
other comprehensive income (�OCI�) as part of the statement of changes in stockholders� equity. The amendments in this standard require that all
non-owner changes in stockholders� equity be presented either in a single continuous statement of comprehensive income or in two separate but
consecutive statements. Subsequently, in December 2011, the FASB issued ASU 2011-12, �Deferral of the Effective Date for Amendments to the
Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive Income,� which indefinitely defers the requirements in ASU
2011-05 to present on the face of the financial statements adjustments for items that are reclassified from OCI to net income in the statement
where the components of net income and the components of OCI are presented. The ASU does not change the items that must be reported in
OCI. This update is effective for fiscal years, and interim periods within those years, beginning after December 15, 2011, with early adoption
permitted. The Company will adopt the standard with its fiscal 2013 first quarter ending October 31, 2012. The Company does not anticipate the
adoption of this update to have a material impact on its financial statements.
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In August 2012, the FASB issued ASU 2012-240, �Comprehensive Income � Presentation of Items Reclassified Out of Accumulated Other
Comprehensive Income,� to solicit comments on a proposal to replace ASU 2011-05, �Presentation of Comprehensive Income.� The proposed
standard would require presentation of (1) the effects of reclassifications of items out of accumulated other comprehensive income for each
component of accumulated OCI, (2) a tabular disclosure of how items reclassified out of accumulated OCI impact line items of net income if the
item was required under U.S. GAAP to be reclassified entirely into net income, and (3) references from effected components of accumulated
OCI to other note disclosures currently required under U.S. GAAP for items not entirely reclassified into net income. Notably, the proposal
specifically excludes from the new presentation requirements certain (1) postretirement benefit costs and (2) deferred acquisition costs related to
certain insurance products. This update is tentatively applicable to companies with reporting periods ending after December 15, 2012, and would
apply to both interim and annual reports. The Company is in the process of determining its method of presentation; however, it does not
anticipate the adoption of these updates will have a material impact on its financial statements.

In July 2012, the FASB issued ASU 2012-02, �Intangibles � Goodwill and Other � Testing Indefinite-Lived Intangible Assets for Impairment,� to
establish an optional two-step analysis for impairment testing of indefinite-lived intangibles other than goodwill. The two-step analysis
establishes an optional qualitative assessment to precede the quantitative assessment, if necessary. In the qualitative assessment, the entity must
evaluate the totality of qualitative factors, including any recent fair value measurements, that impact whether an indefinite-lived intangible asset
other than goodwill has a carrying amount that more likely than not exceeds its fair value. The entity must proceed to conducting a quantitative
analysis, according to which the entity would record an impairment charge for the amount of the asset�s fair value exceeding the carrying amount,
if (1) the entity determines that such an impairment is more likely than not to exist, or (2) the entity foregoes the qualitative assessment entirely.
The standards update will be effective for financial statements of periods beginning after September 15, 2012, with early adoption permitted.
The Company does not expect adoption of this ASU to have a material impact on the Company�s results of operations, financial position or cash
flow.

2. Acquisitions and Divestitures

The Company completed three business acquisitions during each of the fiscal years ended July 31, 2012 and July 31, 2010, and one business
acquisition during the fiscal year ended July 31, 2011. All of these transactions were accounted for using business combination accounting;
therefore, the results of the acquired operations are included in the accompanying consolidated financial statements only since their acquisition
dates.

The Company also divested of one business during each of the fiscal years ended July 31, 2012 and July 31, 2011. The Company did not
complete any divestitures during the fiscal year ended July 31, 2010.

Fiscal 2012

In March 2012, the Company acquired Grafo Wiremarkers Africa (Proprietary) Limited (�Grafo�), based in Johannesburg, South Africa for
$3,039. Grafo offers a comprehensive range of wire identification products and is the sole distributor in Africa of locally developed Dartag®

ABS cablemarkers, and stainless steel ties and tags. Grafo has annual sales of approximately $3,000 and is included in the Company�s EMEA
segment. The purchase price allocation resulted in $1,227 assigned to goodwill and $961 assigned to customer relationships. The amount
assigned to the customer relationships is being amortized over seven years. The Company expects the acquisition to provide a solid base in
South Africa where it can further expand its business with the established distributors and customers throughout South Africa and the Southern
African Development Community (SADC) countries.

In May 2012, the Company acquired Runelandhs Försäljnings AB (�Runelandhs�), based in Kalmar, Sweden for $22,499, net of cash received.
Runelandhs is a direct marketer of industrial and office equipment with annual sales of approximately $19,000. Its products include lifting,
transporting, and warehouse equipment; workbenches and material handling supplies; products for environmental protection; and entrance,
reception, and office furnishings. Runelandhs is included in the Company�s EMEA segment. The final purchase price allocation resulted in
$13,177 assigned to goodwill, $5,340 assigned to trademark, $5,474 assigned to customer relationships, and $95 assigned to non-compete
agreements. The amount assigned to the trademark has an indefinite life. The amounts assigned to the customer relationships and non-compete
agreements are being amortized over seven and five years, respectively. The Company expects the acquisition to expand its direct marketing
presence in Scandinavia.
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In May 2012, the Company acquired Pervaco AS (�Pervaco�), based in Kjeller, Norway for approximately $12,111, net of cash received. Pervaco
is a direct marketer of facility identification products with annual sales of approximately $6,000. Pervaco is included in the Company�s EMEA
segment. The purchase price allocation resulted in $8,440 assigned to goodwill, $1,538 assigned to trademark, $2,468 assigned to customer
relationships, and $91 assigned to non-compete agreements. The amount assigned to the trademark has an indefinite life. The amounts assigned
to the customer relationships and non-compete agreements are being amortized over 5 and 3 years, respectively. The Company also expects the
acquisition to expand its direct marketing presence in Scandinavia.

The following table summarizes the combined estimated fair values of the assets acquired and liabilities assumed at the date of the acquisition:

Current assets net of cash $ 5,082
Property, plant & equipment 2,743
Goodwill 22,844
Customer relationships 8,903
Trademarks 6,878
Non-compete agreements 186

Total assets acquired net of cash 46,636
Liabilities assumed 7,555
Debt assumed 1,432

Net assets acquired $ 37,649

The results of the operations of the acquired business have been included since the date of acquisition in the accompanying consolidated
financial statements. Pro forma information related to the acquisitions during the twelve months ended July 31, 2012, is not included because the
impact on the Company�s consolidated results of operations is considered to be immaterial.

In July 2012, the Company sold certain net assets of its Etimark business, a manufacturer of bar-code labels and other identification products,
based in Bad Nauheim, Germany. The Etimark business had operations in the Company�s EMEA segment. The Company received proceeds of
$856, net of cash retained in the business. The transaction resulted in a pre-tax loss of $204, which was accounted for in �Selling, general, and
administrative expenses� (�SG&A�) on the Consolidated Statement of Income for the year ended July 31, 2012. The divestiture of the Etimark
business was part of the Company�s continued long-term growth strategy to focus the Company�s energies and resources on growth of the
Company�s core businesses.

Fiscal 2011

In November 2010, the Company acquired ID Warehouse, based in New South Wales, Australia for $7,970. ID Warehouse offers security
identification and visitor management products including identification card printers, access control cards, wristbands, tamper-evident security
seals and identification accessories. The business is included in the Company�s Asia-Pacific segment. The purchase price allocation resulted in
$4,792 assigned to goodwill, $1,846 assigned to customer relationships, and $487 assigned to non-compete agreements. The amounts assigned
to the customer relationships and non-compete agreements are being amortized over 10 and 5 years, respectively. The acquisition further
strengthened the Company�s position in the people identification business in Australia and within the segment.

The following table summarizes the combined estimated fair values of the assets acquired and liabilities assumed at the date of the acquisition:

Current assets net of cash $  1,876
Property, plant & equipment 415
Goodwill 4,792
Customer relationships 1,846
Non-compete agreements 487

Total assets acquired net of cash 9,416

Edgar Filing: BRADY CORP - Form 10-K

Table of Contents 67



Liabilities assumed 1,446

Net assets acquired $ 7,970

The results of the operations of the acquired business have been included since the date of acquisition in the accompanying consolidated
financial statements. Pro forma information related to the acquisition of ID Warehouse was not included because the impact on the Company�s
consolidated results of operations is considered to be immaterial.
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In December 2010, the Company sold its Teklynx business, a barcode software company. The Teklynx business had operations primarily in the
Company�s Americas and EMEA segments. The Company received proceeds of $12,980, net of cash retained in the business. The transaction
resulted in a pre-tax gain of $4,394, which was accounted for in �Selling, general, and administrative expenses� (�SG&A�) on the Consolidated
Statement of Income for the year ended July 31, 2011. The divestiture of the Teklynx business was part of the Company�s continued long-term
growth strategy to focus the Company�s energies and resources on growth of the Company�s core businesses.

Fiscal 2010

In March 2010, the Company acquired Securimed SAS (�Securimed�), based in Coudekerque, France for $10,132. Securimed is a leading French
supplier and distributor of customized first-aid kits and supplies, and related healthcare products including personal protection, disinfection and
hygiene products, diagnosis materials, and products for emergency response. The Securimed business is included in the Company�s EMEA
segment.

In December 2009, the Company acquired Stickolor Industria e Comercio de Auto Adesivos Ltda. (�Stickolor�), based in Saõ Paulo, Brazil for
$18,459. Stickolor manufactures screen-printed custom labels, overlays and nameplates for automobiles, tractors, motorcycles, electronics, white
goods and general industrial markets. The Stickolor business is included in the Company�s Americas segment.

In October 2009, the Company acquired certain assets of the Welco division of Welconstruct Group Limited, based in the United Kingdom for
$1,840. The Welco division conducts a direct marketing business platform consisting of sales of storage, handling, office and workplace
products, and equipment via catalog and the internet to industrial and commercial markets under the name and title �Welco.� The Welco business
is included in the Company�s EMEA segment.

The following table summarizes the combined estimated fair values of the assets acquired and liabilities assumed at the date of the acquisitions.

Current assets net of cash $ 5,313
Property, plant & equipment 743
Goodwill 20,266
Customer relationships 7,970
Trademarks 1,340

Total assets acquired net of cash 35,632
Liabilities assumed 5,201

Net assets acquired $ 30,431

Purchased identifiable intangible assets for the three business acquisitions closed during the twelve months ended July 31, 2010 totaled $9,310
and will be amortized on a straight-line basis over lives ranging from three to ten years.

The results of the operations of the acquired businesses have been included since the respective dates of acquisition in the accompanying
consolidated financial statements. Pro-forma information related to the acquisitions during the twelve months ended July 31, 2010 is not
included because the impact on the Company�s consolidated results of operations is considered to be immaterial.

3. Employee Benefit Plans

The Company provides postretirement medical benefits (the �Plan�) for eligible regular full and part-time domestic employees (including spouses)
outlined by the plan. Postretirement benefits are provided only if the employee was hired prior to April 1, 2008, and retires on or after attainment
of age 55 with 15 years of credited service. Credited service begins accruing at the later of age 40 or date of hire. All active employees first
eligible to retire after July 31, 1992, are covered by an unfunded, contributory postretirement healthcare plan where employer contributions will
not exceed a defined dollar benefit amount, regardless of the cost of the program. Employer contributions to the plan are based on the employee�s
age and service at retirement.

The accounting guidance on defined benefit pension and other postretirement plans requires full recognition of the funded status of defined
benefit and other postretirement plans on the balance sheet as an asset or a liability. The guidance also continues to require that unrecognized
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prior service costs/credits, gains/losses, and transition obligations/assets be recorded in Accumulated Other Comprehensive Income, thus not
changing the income statement recognition rules for such plans.
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The Plan is unfunded and recorded as a liability in the accompanying consolidated balance sheets as of July 31, 2012 and 2011. The following
table provides a reconciliation of the changes in the Plan�s accumulated benefit obligations during the years ended July 31:

2012 2011
Obligation at beginning of year $ 15,011 $ 15,277
Service cost 644 666
Interest cost 633 694
Actuarial (gain)/loss 1,104 (955) 
Benefit payments (2,062) (671) 
Plan amendments (1,105) �  

Obligation at end of fiscal year $ 14,225 $ 15,011

The plan was amended to exclude dental and vision benefits for retirees over the age of 65, resulting in a reduction of $1,105 in the pension
obligation as of July 31, 2012. Benefit payments were $2,062 in fiscal 2012 as compared to $671 in fiscal 2011, which is the result of four large
claims realized within the Company�s self-insured retiree population.

As of July 31, 2012 and 2011, amounts recognized as liabilities in the accompanying consolidated balance sheets consist of:

2012 2011
Current liability $ 716 $ 1,054
Noncurrent liability 13,509 13,957

$ 14,225 $ 15,011

As of July 31, 2012 and 2011, pre-tax amounts recognized in accumulated other comprehensive income in the accompanying consolidated
balance sheets consist of:

2012 2011
Net actuarial gain $ 1,837 $ 3,131
Prior service credit 1,405 503

$ 3,242 $ 3,634

Net periodic benefit cost for the Plan for fiscal years 2012, 2011, and 2010 includes the following components:

Years Ended July 31,
2012 2011 2010

Net periodic postretirement benefit cost included the following components:
Service cost � benefits attributed to service during the period $ 644 $ 666 $ 662
Prior service credit (203) (82) (64) 
Interest cost on accumulated postretirement benefit obligation 633 694 795
Amortization of unrecognized gain (189) (76) (206) 

Periodic postretirement benefit cost $ 885
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