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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 13G

Under the Securities Exchange Act of 1934

(Amendment No:  )

SPROUTS FARMERS MARKET INC
--------------------------------------------------------
(Name of Issuer)

Common Stock
--------------------------------------------------------
(Title of Class of Securities)

85208M102
--------------------------------------------------------
(CUSIP Number)

December 31, 2016
--------------------------------------------------------
(Date of Event Which Requires Filing of this Statement)

Check the appropriate box to designate the rule pursuant to
which this Schedule is filed:

[X] Rule 13d-1(b)
[ ] Rule 13d-1(c)
[ ] Rule 13d-1(d)

*The remainder of this cover page shall be filled out
for a reporting person's initial filing on this form with
respect to the subject class of securities, and for any
subsequent amendment containing information which
would alter the disclosures provided in a prior cover page.

The information required in the remainder of this cover
page shall not be deemed to be "filed" for the purpose
of Section 18 of the Securities Exchange Act of 1934
("Act") or otherwise subject to the liabilities of that
section of the Act but shall be subject to all other
provisions of the Act (however, see the Notes).

CUSIP No.   85208M102

(1)Names of reporting persons. BlackRock, Inc.

(2) Check the appropriate box if a member of a group
(a) [  ]
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(b) [X]

(3) SEC use only

(4) Citizenship or place of organization

Delaware

Number of shares beneficially owned by each reporting person with:

(5) Sole voting power

 9495308

(6) Shared voting power

 NONE

(7) Sole dispositive power

 9991693

(8) Shared dispositive power

NONE

(9) Aggregate amount beneficially owned by each reporting person

 9991693

(10) Check if the aggregate amount in Row (9) excludes certain shares

(11) Percent of class represented by amount in Row 9

 7.0%

(12) Type of reporting person

HC

Item 1.

Item 1(a) Name of issuer:
-----------------------------------------------------------------------

SPROUTS FARMERS MARKET INC

Item 1(b) Address of issuer's principal executive offices:
-----------------------------------------------------------------------

5455 E. HIGH ST., SUITE 111
PHOENIX AZ 85054

Item 2.
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2(a) Name of person filing:
----------------------------------------------------------------------
BlackRock, Inc.

2(b) Address or principal business office or, if none, residence:
-----------------------------------------------------------------------
BlackRock Inc.
55 East 52nd Street
New York, NY 10055

2(c) Citizenship:
--------------------------------------------------------------------
 See Item 4 of Cover Page

2(d) Title of class of securities:
-------------------------------------------------------------------

Common Stock

2(e) CUSIP No.:
See Cover Page

Item 3.

If this statement is filed pursuant to Rules 13d-1(b), or 13d-2(b) or (c),
check whether the person filing is a:
[ ] Broker or dealer registered under Section 15 of the Act;
[ ] Bank as defined in Section 3(a)(6) of the Act;
[ ] Insurance company as defined in Section 3(a)(19) of the Act;
[ ] Investment company registered under Section 8 of the
Investment Company Act of 1940;
[ ] An investment adviser in accordance with Rule 13d-1(b)(1)(ii)(E);
[ ] An employee benefit plan or endowment fund in accordance with
            Rule 13d-1(b)(1)(ii)(F);
[X] A parent holding company or control person in accordance with
            Rule 13d-1(b)(1)(ii)(G);
[ ] A savings associations as defined in Section 3(b) of the Federal
            Deposit Insurance Act (12 U.S.C. 1813);
[ ] A church plan that is excluded from the definition of an
            investment company under section 3(c)(14) of the Investment Company
            Act of 1940;
[ ] A non-U.S. institution in accordance with
            Rule 240.13d-1(b)(1)(ii)(J);
[ ] Group, in accordance with Rule 240.13d-1(b)(1)(ii)(K). If filing
            as a non-U.S. institution in accordance with
            Rule 240.13d-1(b)(1)(ii)(J), please specify the type of
            institution:

Item 4. Ownership

Provide the following information regarding the aggregate number
and percentage of the class of securities of the issuer identified in Item 1.
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Amount beneficially owned:

  9991693

Percent of class

 7.0%

Number of shares as to which such person has:

Sole power to vote or to direct the vote

 9495308

Shared power to vote or to direct the vote

NONE

Sole power to dispose or to direct the disposition of

9991693

Shared power to dispose or to direct the disposition of

NONE

Item 5.

Ownership of 5 Percent or Less of a Class. If this statement is being
filed to report the fact that as of the date hereof the reporting person
has ceased to be the beneficial owner of more than 5 percent of the
class of securities, check the following [  ].

Item 6. Ownership of More than 5 Percent on Behalf of Another Person

If any other person is known to have the right to receive or the power
to direct the receipt of dividends from, or the proceeds from the sale
of, such securities, a statement to that effect should be included in
response to this item and, if such interest relates to more than 5 percent
of the class, such person should be identified. A listing of the
shareholders of an investment company registered under the Investment
Company Act of 1940 or the beneficiaries of employee benefit plan,
pension fund or endowment fund is not required.

Various persons have the right to receive or the power to direct
the receipt of dividends from, or the proceeds from the sale of
the common stock of
SPROUTS FARMERS MARKET INC.
No one person's interest in the common stock of
SPROUTS FARMERS MARKET INC
is more than five percent of the total outstanding common shares.

Edgar Filing: Sprouts Farmers Market, Inc. - Form SC 13G

4



Item 7. Identification and Classification of the Subsidiary Which
Acquired the Security Being Reported on by the Parent Holding
Company or Control Person.

See Exhibit A

Item 8. Identification and Classification of Members of the Group

If a group has filed this schedule pursuant to Rule 13d-1(b)(ii)(J),
so indicate under Item 3(j) and attach an exhibit stating the identity
and Item 3 classification of each member of the group. If a group
has filed this schedule pursuant to Rule 13d-1(c) or Rule 13d-1(d),
attach an exhibit stating the identity of each member of the group.

Item 9. Notice of Dissolution of Group

Notice of dissolution of a group may be furnished as an exhibit
stating the date of the dissolution and that all further filings with
respect to transactions in the security reported on will be filed,
if required, by members of the group, in their individual capacity.

See Item 5.

Item 10. Certifications
By signing below I certify that, to the best of my knowledge and
belief, the securities referred to above were acquired and are
held in the ordinary course of business and were not acquired
and are not held for the purpose of or with the effect of changing
or influencing the control of the issuer of the securities and were
not acquired and are not held in connection with or as a participant
in any transaction having that purpose or effect.

Signature.

After reasonable inquiry and to the best of my knowledge and
belief, I certify that the information set forth in this statement
is true, complete and correct.

Dated: January 30, 2017
BlackRock, Inc.

Signature:  Spencer Fleming

-------------------------------------------

Name/Title Attorney-In-Fact

The original statement shall be signed by each person on whose
behalf the statement is filed or his authorized representative.
If the statement is signed on behalf of a person by his authorized
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representative other than an executive officer or general partner
of the filing person, evidence of the representative's authority to
sign on behalf of such person shall be filed with the statement,
provided, however, that a power of attorney for this purpose
which is already on file with the Commission may be incorporated
by reference. The name and any title of each person who
signs the statement shall be typed or printed beneath his signature.

Attention: Intentional misstatements or omissions of fact constitute
Federal criminal violations (see 18 U.S.C. 1001).

Exhibit A

Subsidiary

BlackRock (Netherlands) B.V.
BlackRock Advisors (UK) Limited
BlackRock Advisors, LLC
BlackRock Asset Management Canada Limited
BlackRock Asset Management Ireland Limited
BlackRock Asset Management Schweiz AG
BlackRock Financial Management, Inc.
BlackRock Fund Advisors
BlackRock Institutional Trust Company, N.A.
BlackRock International Limited
BlackRock Investment Management (Australia) Limited
BlackRock Investment Management (UK) Ltd
BlackRock Investment Management, LLC

*Entity beneficially owns 5% or greater of the outstanding
shares of the security class being reported on this
Schedule 13G.
Exhibit B

POWER OF ATTORNEY

The undersigned, BLACKROCK, INC., a corporation duly organized
under the laws of the State of Delaware, United States (the
"Company"), does hereby make, constitute and appoint each of
Matthew Mallow, Chris Meade, Howard Surloff, Dan Waltcher,
Georgina Fogo, Charles Park, Enda McMahon, Carsten Otto,
Con Tzatzakis, Karen Clark, Andrew Crain, Herm Howerton,
David Maryles, Daniel Ronnen, John Stelley, John Ardley,
Maureen Gleeson and Spencer Fleming acting severally, as its
true and lawful attorneys-in-fact, for the purpose of, from time to
time, executing in its name and on its behalf, whether the
Company is acting individually or as representative of others,
any and all documents, certificates, instruments, statements, other
filings and amendments to the foregoing (collectively, "documents")
determined by such person to be necessary or appropriate to
comply with ownership or control-person reporting requirements
imposed by any United States or non-United States governmental
or regulatory authority, Including without limitation Forms 3, 4, 5,
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13D, 13F, 13G and 13H and any amendments to any of the
Foregoing as may be required to be filed with the Securities and
Exchange Commission, and delivering, furnishing or filing any
such documents with the appropriate governmental, regulatory
authority or other person, and giving and granting to each such
attorney-in-fact power and authority to act in the premises as fully
and to all intents and purposes as the Company might or could
do if personally present by one of its authorized signatories,
hereby ratifying and confirming all that said attorney-in-fact shall
lawfully do or cause to be done by virtue hereof. Any such
determination by an attorney-in-fact named herein shall be
conclusively evidenced by such person's execution, delivery,
furnishing or filing of the applicable document.

This power of attorney shall expressly revoke the power of attorney
dated 1st day of October, 2015 in respect of the subject matter hereof,
shall be valid from the date hereof and shall remain in full force and
effect until either revoked in writing by the Company, or, in respect of
any attorney-in-fact named herein, until such person ceases to be an
employee of the Company or one of its affiliates.

IN WITNESS WHEREOF, the undersigned has caused this power of
attorney to be executed as of this 8th day of December, 2015.

BLACKROCK, INC.

By:_ /s/ Chris Jones
Name: Chris Jones
Title: Chief Investment Officer

nancing activities (1,423) (28,714) Effect of exchange rate changes on cash 802 (231) --------- --------- Change in cash
and cash equivalents 69,646 33,224 Cash and cash equivalents, beginning of period 61,929 7,704 --------- ---------
Cash and cash equivalents, end of period $ 131,575 $ 40,928 ========= ========= See notes to condensed
consolidated financial statements. 5 COMMSCOPE, INC. CONDENSED CONSOLIDATED STATEMENTS OF
STOCKHOLDERS' EQUITY AND COMPREHENSIVE INCOME (LOSS) (UNAUDITED -- IN THOUSANDS,
EXCEPT SHARE AMOUNTS) Nine Months Ended September 30, ---------------------------- 2002 2001 ------------
------------ Number of common shares outstanding: Balance at beginning of period 61,688,256 51,263,703 Issuance of
shares to nonemployee director 1,000 -- Issuance of shares for stock option exercises 73,411 202,451 ------------
------------ Balance at end of period 61,762,667 51,466,154 ------------ ------------ Common stock: Balance at beginning
of period $ 617 $ 513 Issuance of shares for stock option exercises 1 2 ------------ ------------ Balance at end of period $
618 $ 515 ------------ ------------ Additional paid-in capital: Balance at beginning of period $ 381,823 $ 175,803
Issuance of shares to nonemployee director 16 -- Issuance of shares for stock option exercises 1,028 2,610 Tax benefit
from stock option exercises 128 617 ------------ ------------ Balance at end of period $ 382,995 $ 179,030 ------------
------------ Retained earnings: Balance at beginning of period $ 228,667 $ 200,802 Net income (loss) (63,701) 28,902
------------ ------------ Balance at end of period $ 164,966 $ 229,704 ------------ ------------ Accumulated other
comprehensive loss: Balance at beginning of period $ (4,593) $ (2,598) Other comprehensive loss (13,796) (6,072)
------------ ------------ Balance at end of period $ (18,389) $ (8,670) ------------ ------------ Total stockholders' equity $
530,190 $ 400,579 ============ ============ Three Months Ended Nine Months Ended September 30,
September 30, ---------------------------- ---------------------------- 2002 2001 2002 2001 ------------ ------------ ------------
------------ Comprehensive income (loss): Net income (loss) $ (19,562) $ 6,345 $ (63,701) $ 28,902 Other
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comprehensive loss, net of tax: Foreign currency translation gain (loss) - foreign subsidiaries 1,276 788 3,413 (57)
Foreign currency transaction loss on long-term intercompany loans - foreign subsidiaries (10,311) (2,490) (16,403)
(6,376) Hedging gain (loss) on nonderivative instrument 74 (617) (717) 339 Effect of adopting SFAS No. 133 -- -- --
229 Loss on derivative financial instrument designated as a cash flow hedge (102) (112) (89) (207) ------------
------------ ------------ ------------ Total other comprehensive loss, net of tax (9,063) (2,431) (13,796) (6,072) ------------
------------ ------------ ------------ Total comprehensive income (loss) $ (28,625) $ 3,914 $ (77,497) $ 22,830
============ ============ ============ ============ See notes to condensed consolidated financial
statements. 6 COMMSCOPE, INC. NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED - IN THOUSANDS, UNLESS OTHERWISE NOTED) 1. BACKGROUND AND BASIS OF
PRESENTATION Background CommScope, Inc. ("CommScope" or the "Company"), through its wholly owned
subsidiaries and equity method investee, operates in the cable manufacturing business, with manufacturing facilities
located in the United States, Europe and Latin America. CommScope is a leading worldwide designer, manufacturer
and marketer of a wide array of broadband coaxial cables and other high-performance electronic and fiber optic cable
products for cable television, telephony, Internet access and wireless communications. Management believes
CommScope is the world's largest manufacturer of coaxial cable for hybrid fiber coax (HFC) broadband networks.
CommScope is also a leading supplier of coaxial, twisted pair, and fiber optic cables for premise wiring (local area
networks), wireless and other communication applications. Basis of Presentation The condensed consolidated balance
sheet as of September 30, 2002, and the condensed consolidated statements of operations and comprehensive income
(loss) for the three and nine months ended September 30, 2002 and 2001 and the condensed consolidated statements
of cash flows and stockholders' equity for the nine months ended September 30, 2002 and 2001 are unaudited and
reflect all adjustments of a normal recurring nature which are, in the opinion of management, necessary for a fair
presentation of the interim period financial statements. The results of operations for the interim period are not
necessarily indicative of the results of operations to be expected for the full year. The unaudited interim condensed
consolidated financial statements of CommScope have been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission. Accordingly, certain information and footnote disclosures normally included in
financial statements prepared in accordance with accounting principles generally accepted in the United States of
America have been condensed or omitted. These interim condensed consolidated financial statements should be read
in conjunction with the Company's December 31, 2001 audited consolidated financial statements and notes thereto
included in the Company's 2001 Annual Report on Form 10-K. Concentrations of Risk Net sales to AT&T Broadband
accounted for 18% of the Company's net sales during the three months ended September 30, 2002 and 13% of the
Company's net sales for the nine months ended September 30, 2002, compared to approximately 4% of the Company's
net sales in the comparable prior periods. No other customer accounted for more than 10% of the Company's net sales
during the current year or comparable prior year periods. Accounts receivable from AT&T Broadband were
approximately 12% of the Company's net accounts receivable as of September 30, 2002. Accounts Receivable During
the nine months ended September 30, 2002, the Company wrote off $21.4 million of Adelphia Communications
Corporation ("Adelphia") receivables as a result of Adelphia's Chapter 11 bankruptcy, which was announced by
Adelphia in June 2002. The Company has reached agreement with Adelphia on the terms under which the Company
will do business after the Chapter 11 bankruptcy filing date. 7 NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED) (UNAUDITED - IN THOUSANDS, UNLESS OTHERWISE
NOTED) Goodwill and Other Intangible Assets Effective January 1, 2002, the Company adopted Statement of
Financial Accounting Standards ("SFAS") No. 141, "Business Combinations" and SFAS No. 142, "Goodwill and
Other Intangible Assets." SFAS No. 141 requires the use of the purchase accounting method for business
combinations and broadens the criteria for recording intangible assets separate from goodwill. SFAS No. 142 uses a
nonamortization approach to account for purchased goodwill and certain intangible assets with indefinite useful lives
and also requires at least an annual assessment for impairment by applying a fair-value-based test. Intangible assets
with finite useful lives will continue to be amortized over their useful lives. Under SFAS No. 142, goodwill must be
tested for impairment as of the beginning of the year in which the statement is adopted in its entirety. SFAS No. 142
allowed six months from the date the statement was initially applied to complete the transitional goodwill impairment
test. CommScope completed the process of performing the transitional goodwill impairment test as of January 1, 2002
in the second quarter of 2002, and as a result of the test performed, management believes that goodwill was not
impaired as of January 1, 2002. SFAS No.142 also requires that goodwill be tested for impairment annually at the
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same time each year and on an interim basis when events or circumstances change. The Company elected to perform
its annual goodwill impairment test as of August 31. Management has completed the annual goodwill impairment test
as of August 31, 2002 and believes that goodwill was not impaired as of this date. Subsequent impairment losses, if
any, will be reflected in operating income in the statement of operations. The carrying value of other intangible assets
as of September 30, 2002 in the amount of $9.5 million, net of accumulated amortization of $39.3 million, represents
patented technology, with a carrying value of $0.1 million, and customer relationship assets, with a carrying value of
$9.4 million. These intangible assets were determined by management to meet the criterion for recognition apart from
goodwill and to have finite lives. CommScope did not have any indefinite-lived intangible assets, other than goodwill,
as of the January 1, 2002 transition date or the September 30, 2002 balance sheet date. Based on management's
analysis of all pertinent factors, no adjustments were necessary to the remaining useful lives of these assets, which
will continue to be amortized on a straight-line basis through 2006. Amortization expense associated with these
intangible assets was $627 and $1.9 million for the three and nine months ended September 30, 2002, respectively and
$656 and $2.0 million for the three and nine months ended September 30, 2001, respectively. Annual amortization
expense for these intangible assets is expected to be $2.5 million in 2002, $2.5 million in 2003, $2.4 million in 2004,
$2.4 million in 2005 and $1.5 million in 2006. The slight change in goodwill for the three and nine months ended
September 30, 2002 was due to the impact of translating the euro-denominated goodwill on the balance sheet of the
Company's Belgian subsidiary into CommScope's US dollar reporting currency. 8 NOTES TO CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) (UNAUDITED - IN THOUSANDS, UNLESS
OTHERWISE NOTED) The adoption of SFAS No. 142 effective January 1, 2002 resulted in the elimination of pretax
goodwill amortization expense in the amount of $1.3 million and $4 million for the three and nine months ended
September 30, 2002, respectively. The following table provides a reconciliation of net income (loss) and net income
(loss) per share, reflecting the impact of the adoption of SFAS No. 142 on a pro forma basis for the three and nine
months ended September 30, 2001: Three Months Ended Nine Months Ended September 30, September 30,
------------------------ ------------------------ 2002 2001 2002 2001 ---------- ---------- ---------- ---------- Net income (loss)
$ (19,562) $ 6,345 $ (63,701) $ 28,902 Elimination of goodwill amortization expense, net of tax effects -- 844 -- 2,534
---------- ---------- ---------- ---------- Net income (loss) - pro forma for 2001 $ (19,562) $ 7,189 $ (63,701) $ 31,436
========== ========== ========== ========== Net income (loss) per share, basic - pro forma for 2001 $
(0.32) $ 0.14 $ (1.03) $ 0.61 Net income (loss) per share, assuming dilution - pro forma for 2001 $ (0.32) $ 0.14 $
(1.03) $ 0.60 Impact of Newly Issued Accounting Standards In August 2001, the Financial Accounting Standards
Board ("FASB") issued SFAS No. 143, "Accounting for Obligations Associated with the Retirement of Long-Lived
Assets." SFAS No. 143 will require the accrual, at fair value, of the estimated retirement obligation for tangible
long-lived assets if the Company is legally obligated to perform retirement activities at the end of the related asset's
life. The Company is currently assessing the impact of this statement, which will be effective for the Company on
January 1, 2003. In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections." First, SFAS No. 145 rescinds SFAS No. 4,
"Reporting Gains and Losses from Extinguishment of Debt" and an amendment of that Statement, SFAS No. 64,
"Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements." Because of the rescission of SFAS No. 4, the
gains and losses from the extinguishment of debt are no longer required to be classified as extraordinary items. SFAS
No. 64 amended SFAS No. 4 and is no longer needed because SFAS No. 4 is rescinded. Second, SFAS No. 145
rescinds SFAS No. 44, "Accounting for Intangible Assets of Motor Carriers." This statement was originally issued to
establish accounting requirements for the effects of transition to the provisions of the Motor Carrier Act of 1980. As
those transitions are complete, SFAS No. 44 is no longer needed. Third, SFAS No. 145 amends SFAS No. 13,
"Accounting for Leases," to require sale-leaseback accounting for certain lease modifications that have economic
effects that are similar to sale-leaseback transactions. The amendment of SFAS No. 13 is effective for transactions
occurring after May 15, 2002. There has been no impact on the Company due to the amendment of SFAS No. 13.
Last, SFAS No. 145 makes various technical corrections to existing pronouncements that are not substantive in nature.
The Company is currently assessing the impact of the rescission of SFAS No. 4, 44 and 64 and the other technical
corrections prescribed by the Statement, which will be effective for the Company on January 1, 2003. In June 2002,
the FASB issued SFAS No. 146, "Accounting for Costs Associated With Exit or Disposal Activities." This Statement
addresses financial accounting and reporting for costs associated with exit or disposal activities and nullifies Emerging
Issues Task Force (EITF) Issue No. 94-3, "Liability Recognition for Certain Employee Termination Benefits and
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Other Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring)." This Statement requires that a
liability for a cost associated with an exit or disposal activity be recognized when the liability 9 NOTES TO
CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) (UNAUDITED - IN
THOUSANDS, UNLESS OTHERWISE NOTED) is incurred. This Statement also establishes that fair value is the
objective for initial measurement of the liability. The Company currently plans to adopt SFAS No. 146 as of the
effective date of January 1, 2003, and does not currently expect the adoption of this Statement to have a material
impact on its financial condition or results of operations. 2. INVENTORIES September 30, December 31, 2002 2001
------- ------- Raw materials $17,609 $23,037 Work in process 11,489 9,688 Finished goods 15,267 14,945 -------
------- $44,365 $47,670 ======= ======= 3. LONG-TERM DEBT September 30, December 31, 2002 2001 ---------
--------- Credit Agreement $ -- $ -- Convertible Notes 172,500 172,500 Eurodollar Credit Agreement 10,300 11,269
IDA Notes 10,800 10,800 --------- --------- 193,600 194,569 Less current portion (10,300) (2,651) --------- --------- $
183,300 $ 191,918 ========= ========= In June 2002, the Company amended its $350 million revolving credit
agreement and its eurodollar credit agreement. These amendments, among other things, provided for the exclusion of
the noncash equity method income and losses of OFS BrightWave, LLC ("OFS BrightWave") from the definition of
EBITDA, which is used to calculate compliance with certain covenants. In addition, the size of the revolving credit
agreement was reduced from $350 million to $250 million. The amendments further limited the Company's ability to
make additional investments in, or guarantee the obligations of, OFS BrightWave. Furthermore, the amendments
reduced the maximum amount of payments the Company may make for dividends and stock repurchases from a total
of $75 million to $50 million and included additional investments in OFS BrightWave under this maximum payment
limitation. These amendments resolved covenant compliance issues related to the Company's equity in losses of OFS
BrightWave (see note 5 for discussion of the Company's equity in losses of OFS BrightWave). As of November 4,
2002, the Company terminated its amended $250 million revolving credit agreement, which was scheduled to expire
on December 31, 2002. The Company had no outstanding indebtedness under this terminated facility and ended the
third quarter of 2002 with $132 million of cash and cash equivalents on the balance sheet. Management expects to
enter into a new secured credit facility of up to $125 million during the fourth quarter of 2002. The $10.3 million
eurodollar credit agreement contains covenants requiring the Company to maintain a total debt to EBITDA ratio, an
interest coverage ratio, and a minimum net worth. The Company's noncompliance with these covenants could create a
default under this agreement, resulting in potential acceleration of repayment of the associated obligation. The
Company was not in compliance with the amended total debt to EBITDA ratio covenant under the eurodollar credit
agreement as of September 30, 2002, but was able to obtain a temporary covenant waiver, which expires on December
31, 2002. Management intends to further amend or replace this agreement, if able to do so under acceptable terms;
otherwise, management intends to repay the associated 10 NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED) (UNAUDITED - IN THOUSANDS, UNLESS OTHERWISE
NOTED) obligation using existing cash balances or pursue an extension of the existing temporary covenant waiver. 4.
NET INCOME (LOSS) PER SHARE Basic net income (loss) per share is computed by dividing net income (loss) by
the weighted average number of common shares outstanding during the applicable periods. Diluted net income (loss)
per share is based on net income (loss) adjusted for after-tax interest and amortization of debt issuance costs related to
convertible debt, if dilutive, divided by the weighted average number of common shares outstanding adjusted for the
dilutive effect of stock options and convertible securities. On December 15, 1999, the Company issued $172.5 million
in convertible notes, which are convertible into shares of common stock at a conversion rate of 20.7512 shares per
$1,000 principal amount. The effect of the assumed conversion of these notes was excluded from the calculation of
net income (loss) per share, assuming dilution, for the three and nine months ended September 30, 2002 and 2001
because it would have been antidilutive in all periods. Below is a reconciliation of weighted average common shares
outstanding for basic net income (loss) per share to weighted average common and potential common shares
outstanding for diluted net income (loss) per share. Three Months Ended Nine Months Ended September 30,
September 30, --------------------- -------------------- 2002 2001 2002 2001 -------- -------- -------- -------- NUMERATOR:
Net income (loss) for basic and diluted net income (loss) per share $(19,562) $ 6,345 $(63,701) $ 28,902 ========
======== ======== ======== DENOMINATOR: Weighted average number of common shares outstanding for
basic net income (loss) per share 61,763 51,440 61,745 51,384 Effect of dilutive employee stock options (a) -- 910 --
824 -------- -------- -------- -------- Weighted average number of common and potential common shares outstanding for
diluted net income (loss) per share 61,763 52,350 61,745 52,208 ======== ======== ======== ======== (a)

Edgar Filing: Sprouts Farmers Market, Inc. - Form SC 13G

10



Options to purchase approximately 6.3 million and 4.0 million common shares were excluded from the computation
of net loss per share, assuming dilution, for the three and nine months ended September 30, 2002, respectively,
because they would have been antidilutive in both periods. Options to purchase approximately 944 thousand common
shares, at prices ranging from $22.00 to $47.06 per share, were excluded from the computation of net income per
share, assuming dilution, for the three months ended September 30, 2001 because the exercise prices of such options
were greater than the average market price of the common shares during this period. Similarly, options to purchase
approximately 793 thousand common shares, at prices ranging from $20.55 to $47.06 per share, were excluded from
the computation of net income per share, assuming dilution, for the nine months ended September 30, 2001. 5.
EQUITY IN LOSSES OF OFS BRIGHTWAVE, LLC Effective November 16, 2001, CommScope acquired an
approximate 18.4% ownership interest in OFS BrightWave, an optical fiber and fiber cable venture between
CommScope and The Furukawa Electric Co., Ltd. of Japan ("Furukawa"). CommScope's portion of the losses of OFS
BrightWave for the 11 NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(UNAUDITED - IN THOUSANDS, UNLESS OTHERWISE NOTED) three and nine months ended September 30,
2002 were included in the condensed consolidated financial statements of CommScope for the respective periods.
These results were net of elimination of intercompany profit in the amount of $26 and $79, net of tax, for the three and
nine months ended September 30, 2002, respectively. This elimination related to interest payments received from OFS
BrightWave under a $30 million revolving note. OFS BrightWave elected to be taxed as a partnership, therefore the
Company's income tax benefit from OFS BrightWave's flow-through losses was recorded using the Company's tax
rates. Income tax expense or benefit provided by OFS BrightWave for income or losses generated by its domestic
c-corporation subsidiary did not flow through to CommScope, and therefore did not impact CommScope's income tax
benefit from flow-through losses of OFS BrightWave. However, the income tax expense or benefit provided for the
income or loss generated by OFS BrightWave's domestic c-corporation subsidiary did impact CommScope's equity in
the net assets of OFS BrightWave, as shown in the reconciliation below. The following table provides summary
financial information for OFS BrightWave as of and for the three months and nine months ended September 30, 2002:
As of September 30, 2002 --------- Balance Sheet Data: Current assets $ 138,649 Noncurrent assets 686,321 Current
liabilities 129,016 Other noncurrent liabilites 155,661 Minority interests 48,692 Three Months Nine Months Ended
Ended September 30, September 30, 2002 2002 --------- --------- Income Statement Data: Net revenues $ 21,019 $
69,856 Gross profit (35,684) (147,494) Loss from continuing operations (53,992) (392,635) Net loss (53,992)
(392,635) OFS Brightwave incurred significant charges during the nine months ended September 30, 2002 related to
the write-off of goodwill and certain fixed assets, restructuring and employee separation costs and other cost reduction
activities, which totaled $215 million. 12 NOTES TO CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED) (UNAUDITED - IN THOUSANDS, UNLESS OTHERWISE NOTED) The
reconciliation of CommScope's investment in and advances to OFS BrightWave compared to CommScope's equity in
the net assets of OFS BrightWave as of September 30, 2002 was as follows: Net assets of OFS BrightWave, LLC $
491,601 CommScope ownership percentage 18.43225 % --------- CommScope equity in net assets of OFS
BrightWave, LLC 90,613 Plus: Advances, net of repayments 23,854 Direct costs of acquisition 4,763 Pushdown and
other adjustments by majority member in OFS BrightWave, LLC (831) Less: Income tax benefit related to losses
generated by OFS BrightWave LLC's domestic c-corporation subsidiary (5,910) --------- Investment in and advances
to OFS BrightWave, LLC $ 112,489 ========= 6. IMPAIRMENT CHARGES FOR FIXED ASSETS In October
2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets," which
supersedes SFAS No. 121, "Accounting for the Impairment or Disposal of Long-Lived Assets and for Long-Lived
Assets to be Disposed Of," but retains many of its fundamental provisions. Additionally, this statement expands the
scope of discontinued operations to include more disposal transactions. SFAS No. 144 was effective for the Company
on January 1, 2002. The initial adoption of this statement did not have a material impact on the Company's financial
statements. However, the Company did reclassify the $4.3 million carrying value of its idle Kings Mountain facility
from property, plant and equipment to other assets during 2002. Although this facility does not meet the requirements
under SFAS No. 144 for classification as held for sale, it has been reclassified to other assets since it is not currently
being, and has not been, used in the Company's operations and is currently being actively marketed for sale. In
addition, the Company reclassified $550 from other current assets to property, plant and equipment during 2002
relating to assets previously classified as held for sale under SFAS No. 121, but which do not meet the criteria for
classification as held for sale under SFAS No. 144. Long-lived assets will be tested for recoverability in accordance
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with SFAS No. 144 whenever events or changes in circumstances indicate that their carrying amounts may not be
recoverable. Due to the difficult business environment in telecommunications and the continuing decline in demand
for the Company's products, management performed a test of recoverability for its long-lived assets during the third
quarter of 2002. The Company's long-term undiscounted cash flow forecasts indicated that the carrying amounts of
fixed assets used to manufacture CommScope's wireless, fiber optic cable and other telecom products may not be
recoverable as of September 30, 2002. Management does not currently plan to sell, abandon, or otherwise dispose of
these assets, and they were therefore classified as assets to be held and used as of September 30, 2002. The
impairment loss recognized during the three months ended September 30, 2002 was measured as the amount by which
the carrying values of the impaired assets exceeded their respective fair values. Fair value of the equipment used to
manufacture fiber optic cable and other telecom products was determined based on discounted cash flows, which was
the best information available to management. Fair value of the facility and equipment used to manufacture wireless
products was determined based on a combination of independent appraisal, third-party estimates of current market
values, and internal estimates of current market values. 13 NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED) (UNAUDITED - IN THOUSANDS, UNLESS OTHERWISE
NOTED) In addition, management's quarterly review of idle and obsolete fixed assets indicated additional impairment
for specifically-identified manufacturing equipment. The fair values of these specifically-identified fixed assets were
determined based on internal estimates of current market values for used equipment. These idle and obsolete assets
did not meet the criteria for classification as held for sale and were therefore classified as assets to be held and used as
of September 30, 2002. The Company recognized total impairment charges for fixed assets in the amount of $25.1
million during the three months ended September 30, 2002. The breakdown of these impairment charges was as
follows (in millions): Wireless cable manufacturing assets $ 15.1 Fiber optic cable manufacturing assets 5.3 Other
telecommunications cable manufacturing assets 3.0 Other manufacturing assets 1.7 ------ Total impairment charges $
25.1 ====== 7. EMPLOYEE TERMINATION BENEFITS As previously announced, the Company reduced its
workforce by 202 employees during the third quarter of 2002, primarily in response to the challenging global business
environment. The affected employees included manufacturing and administrative personnel located in North Carolina
at the Company's corporate office and manufacturing facilities. This workforce reduction resulted in pretax charges of
approximately $1.3 million during the third quarter of 2002 for employee termination benefits, which consisted of
severance pay and related fringe benefits. The Company recorded $1.0 million of these charges in cost of sales and
$0.3 million in selling, general and administrative expenses. The Company paid $0.8 million of these costs during the
quarter, resulting in a remaining accrual of $0.5 million as of September 30, 2002. Management estimates that these
remaining benefits will be paid in full by June 2003. 8. INCOME TAXES RELATED TO OTHER
COMPREHENSIVE LOSS Three Months Nine Months Ended Ended September 30, September 30, --------------
-------------- 2002 2001 2002 2001 ----- ----- ----- ----- Income tax (expense) benefit for components of other
comprehensive loss: Hedging gain (loss) on nonderivative instrument $ (13) $ 397 $ 486 (164) Effect of adopting
SFAS No. 133 -- -- -- (135) Loss on derivative financial instrument designated as a cash flow hedge 60 66 52 122 -----
----- ----- ----- Total income tax (expense) benefit for components of other comprehensive loss $ 47 $ 463 $ 538
$(177) ===== ===== ===== ===== 9. DERIVATIVES AND HEDGING ACTIVITIES The only derivative
instrument outstanding for the three and nine months ended September 30, 2002 and 2001 was an interest rate swap,
which effectively converts the variable-rate eurodollar credit agreement to a fixed-rate basis. This interest rate swap
was designated and documented as a cash flow hedge of the changes in the cash flows attributable to fluctuations 14
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) (UNAUDITED - IN
THOUSANDS, UNLESS OTHERWISE NOTED) in the variable benchmark interest rate associated with the
underlying debt being hedged. This hedging instrument was effective at the balance sheet date and is expected to
continue to be effective for the duration of the swap contract, resulting in no anticipated hedge ineffectiveness. There
were no material reclassifications from other comprehensive income to earnings during the three and nine months
ended September 30, 2002 and 2001 and the Company does not anticipate any material reclassifications from
accumulated other comprehensive income during the next twelve months. Also, the eurodollar credit agreement was
designated and documented as a partial hedge of the Company's net investment in its Belgian subsidiary. This hedging
instrument was effective at the balance sheet date and is expected to continue to be effective for the duration of the
loan agreement, resulting in no anticipated reclassifications from accumulated other comprehensive income to
earnings. Activity in the accumulated net gain (loss) on derivative instrument included in accumulated other
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comprehensive loss for the three and nine months ended September 30, 2002 and 2001 consisted of the following:
Three Months Nine Months Ended Ended September 30, September 30, --------------- --------------- 2002 2001 2002
2001 ------ ------ ------ ------ Accumulated net gain on derivative instrument, beginning of period $ 40 $ 134 $ 27 $ --
Net effect of adopting SFAS No. 133 -- -- -- 229 Net loss on derivative financial instrument designated as a cash flow
hedge (102) (112) (89) (207) ------ ------ ------ ------ Accumulated net gain (loss) on derivative instrument, end of
period $ (62) $ 22 $ (62) $ 22 ====== ====== ====== ====== 10. COMMITMENTS AND CONTINGENCIES
The Company's operating lease for its corporate office building contains covenants requiring the Company to maintain
a total debt to EBITDA ratio, an interest coverage ratio, and a minimum net worth. The Company's noncompliance
with these covenants could create a default under this operating lease, resulting in potential termination of the lease by
the lessor. Upon termination, the Company would be obligated to either purchase the facility for approximately $13
million or market it for sale on the lessor's behalf. The Company was not in compliance with the amended total debt to
EBITDA ratio covenant under this operating lease as of September 30, 2002, but was able to obtain a temporary
covenant waiver, which expires on December 31, 2002. Management intends to amend or replace this operating lease,
if able to do so under acceptable terms; otherwise, management intends to purchase the facility using existing cash
balances or pursue an extension of the existing temporary covenant waiver. 11. SUPPLEMENTAL CASH FLOW
INFORMATION Nine Months Ended September 30, -------------------- 2002 2001 ------- ------- Cash paid during the
period for: Income taxes $ 599 $17,927 Interest (net of capitalized amounts) $ 4,716 $ 4,853 15 NOTES TO
CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) (UNAUDITED - IN
THOUSANDS, UNLESS OTHERWISE NOTED) 12. SUBSEQUENT EVENT As of October 9, 2002, the Company
and Furukawa purchased 10.2 million shares of CommScope common stock from Lucent Technologies Inc.
("Lucent"). The Company issued the 10.2 million shares of common stock to Lucent at a price of $19.94 per share on
November 16, 2001 in connection with the Company's investment in OFS BrightWave, a venture that the Company
and Furukawa formed to acquire certain fiber cable and transmission fiber assets from Lucent (see note 5). The total
purchase price paid to Lucent by CommScope and Furukawa on October 9, 2002 for the 10.2 million shares was
approximately $53.0 million, or $5.20 per share. Of the total 10.2 million shares of the Company's common stock
purchased from Lucent, Furukawa purchased approximately 7.7 million shares, which we understand it plans to hold
for investment purposes. The Company repurchased the remaining approximately 2.5 million shares, which are
classified as treasury stock. The Company funded its $13.2 million repurchase using existing cash balances. In
conjunction with this stock purchase, CommScope and Furukawa also entered into agreements that outline various
investment terms, including resale restrictions, registration rights, standstill provisions, as well as call and limited put
rights related to the CommScope shares held by Furukawa. Additionally, CommScope and Furukawa agreed to
change from 2004 to 2006 the date when CommScope could first exercise its contractual right to sell its ownership
interest in OFS BrightWave to Furukawa for a cash payment equal to CommScope's original investment in OFS
BrightWave. 16 ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS The following discussion and analysis is provided to increase the understanding of,
and should be read in conjunction with, the unaudited condensed consolidated financial statements and accompanying
notes included in this document as well as the audited consolidated financial statements, related notes thereto and
management's discussion and analysis of financial condition and results of operations for the year ended December 31,
2001 included in our 2001 Annual Report on Form 10-K. HIGHLIGHTS For the three months ended September 30,
2002, we incurred a net loss of $19.6 million, or $0.32 per share, compared to net income of $6.3 million, or $0.12 per
diluted share, for the three months ended September 30, 2001. The net loss for the third quarter of 2002 included
after-tax charges of: o $15.8 million, or $0.26 per share, for the impairment of fixed assets; and o $6.4 million, or
$0.10 per share, for equity method losses from our 18.4% investment in OFS BrightWave, LLC ("OFS BrightWave"),
an optical fiber and fiber cable venture formed with The Furukawa Electric Co., Ltd. of Japan ("Furukawa"). Net
income for the third quarter of 2001 included after-tax charges of: o $5.8 million, or $0.11 per diluted share, related to
the financing and formation of the original joint venture arrangements with Furukawa, which were subsequently
restructured; and o $0.8 million, or $0.02 per diluted share, for goodwill amortization expense. For the nine months
ended September 30, 2002, we incurred a net loss of $63.7 million, or $1.03 per share, compared to net income of
$28.9 million, or $0.55 per diluted share, for the nine months ended September 30, 2001. The net loss for the nine
months ended September 30, 2002 included after-tax charges of: o $13.5 million, or $0.22 per share, for the write-off
of Adelphia Communications Corporation ("Adelphia") receivables; o $15.8 million, or $0.26 per share, for the
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impairment of fixed assets; and o $49.2 million, or $0.80 per share, for equity method losses from our 18.4%
investment in OFS BrightWave. Net income for the nine months ended September 30, 2001 included after-tax charges
of: o $5.8 million, or $0.11 per diluted share, related to the financing and formation of the original joint venture
arrangements with Furukawa, which were subsequently restructured; o $9.3 million, or $0.18 per diluted share, for the
impairment of fixed assets and investments; and o $2.5 million, or $0.05 per diluted share, for goodwill amortization
expense. The impact of the 2001 impairment charges for fixed assets and investments included a $1.3 million, or
$0.03 per diluted share, valuation allowance established for a deferred tax asset arising from the impairment of an
investment in a wireless infrastructure project management company, which created a capital loss for tax purposes.
COMPARISON OF RESULTS OF OPERATIONS FOR THE THREE- AND NINE-MONTH PERIODS ENDED
SEPTEMBER 30, 2002 WITH THE THREE- AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2001 Net
sales Net sales for the third quarter ended September 30, 2002 decreased $29.9 million, or 16.8%, to $147.8 million,
compared to the third quarter ended September 30, 2001. Net sales for the nine months ended September 30, 17 2002
decreased $132.4 million, or 22.3%, to $462.6 million, compared to the nine months ended September 30, 2001. The
decrease in net sales was mainly due to the challenging global business environment in telecommunications, which
continues to result in reduced demand primarily for fiber optic cable, wireless and other telecom products.
Additionally, net sales were impacted by reduced shipments to Adelphia and ongoing competitive pricing pressures
for some product lines both domestically and internationally. Domestic sales decreased 15.8% to $120.8 million in the
third quarter and 17.2% to $376.7 million in the nine months ended September 30, 2002, compared to the same
periods in 2001. The year-over-year decline in domestic sales was primarily due to reduced shipments to Adelphia as
well as continued pricing pressures and declining demand for our wireless and fiber optic cable products. For the
quarter ended September 30, 2002, international sales decreased 21.3% to $27 million compared to the quarter ended
September 30, 2001. International sales for the nine months ended September 30, 2002 decreased 38.6% to $85.9
million compared to the same period in 2001. International sales were down year over year in essentially all regions.
The year-over-year decrease in international sales was primarily driven by declining demand for broadband products.
Net sales of broadband and other video distribution products ("Broadband/Video Products") for the third quarter of
2002 decreased $19.1 million, or 13.7%, to $120.3 million, compared to the same period in 2001. For the nine months
ended September 30, 2002, net sales of Broadband/Video Products decreased by $90.4 million, or 19.3%, to $378.6
million, compared to the same period in 2001. Net sales to AT&T Broadband accounted for 18% of our net sales
during the three months ended September 30, 2002 and 13% of our net sales for the nine months ended September 30,
2002, compared to approximately 4% of our net sales in the comparable prior periods. No other customer accounted
for more than 10% of our net sales during the current year or comparable prior year periods. Although sales to
Comcast Corporation accounted for less than 10% of our total net sales during the three and nine months ended
September 30, 2002 and 2001, we believe the pending AT&T Broadband-Comcast merger may increase our
concentration of credit risk in the future merged entity, depending upon the extent of our sales to the future merged
entity. The impact of increased sales to AT&T Broadband was more than offset by both the lower shipments to
Adelphia and the continued pricing pressures and declining demand for fiber optic cable products. We do not expect a
significant recovery of business with Adelphia in the near term primarily as a result of its Chapter 11 bankruptcy.
While we believe that near term domestic and international sales will be depressed until global business conditions in
telecommunications improve, we remain optimistic about the long-term global opportunities for broadband cable. The
market for fiber optic cable remains challenging with significant pricing pressure coupled with declining demand.
However, we believe that our ability to offer both coaxial and fiber optic cable as well as other types of
communications cable, continues to be an important long-term competitive advantage. Net sales of local area network
and other data applications products ("LAN Products") for the third quarter of 2002 remained relatively stable,
increasing by $1.3 million, or 4.3%, to $24.2 million, compared to the same period in 2001. For the nine months
ended September 30, 2002, sales of LAN Products decreased by $6.1 million, or 8.3%, to $67.1 million, compared to
the same period in 2001. The year-over-year decrease in year-to-date sales of LAN Products was primarily driven by
lower volume and was also impacted by pricing pressures on certain products. Although our sales were impacted by
the loss of Graybar Electric Company, Inc., previously one of our leading distribution channels for LAN and other
video-related products, we believe that we were able to offset the lost LAN sales by redirecting project business and
utilizing our strong brand recognition. Net sales of wireless and other telecommunications products ("Wireless and
Other Telecom Products") for the third quarter of 2002 declined to $3.3 million from $15.1 million in the same period
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last year, primarily due to 18 the combination of lower volume and pricing pressure, particularly in our Wireless
Products. For the nine months ended September 30, 2002, sales of Wireless and Other Telecom Products were $16.9
million compared to $52.8 million in the same period last year. This year-over-year decrease in year-to-date sales was
primarily driven by a significant decline in volume of Wireless and Other Telecom Products. We expect ongoing
softness and significant competitive pressures for our Other Telecom Products. In addition, the general slowdown in
telecommunications capital spending and the inability of certain customers to get financing for their projects has had a
significant impact on sales of our Wireless Products and we continue to experience aggressive competition in the
wireless market. Gross profit (net sales less cost of sales) Gross profit for the third quarter ended September 30, 2002
was $27.1 million, compared to third quarter 2001 gross profit of $43.9 million, and third quarter gross profit margin
declined to 18.3% from 24.7%, year over year. For the nine months ended September 30, 2002, gross profit decreased
to $94.2 million, compared to $145.1 million for the same period in 2001, with gross profit margins of 20.4% and
24.4%, respectively. The year-over-year decreases in gross profit and gross profit margin were primarily due to lower
sales volumes in essentially all product lines and continued pricing pressure, particularly in wireless and fiber optic
cable products. The lower sales volumes resulted in lower overhead absorption rates for many products. As previously
announced, we reduced our workforce by approximately 200, or 8%, during the third quarter of 2002, primarily in
response to the challenging global business environment. We recorded pretax charges of approximately $1 million in
cost of sales for employee termination benefits in the third quarter of 2002. We intend to continue evaluating all
aspects of our business and to take appropriate action to position us for long-term success and strong competitiveness.
Selling, general and administrative Selling, general and administrative ("SG&A") expense for the third quarter ended
September 30, 2002 was $20.5 million, or 13.9% of net sales, compared to $19 million, or 10.7% of net sales, for the
same period in 2001. For the nine months ended September 30, 2002, SG&A expense was $82.8 million or 17.9% of
sales, compared to $61.6 million, or 10.3% of sales, for the same period in 2001. The year-over-year increase in
SG&A expense was primarily due to the increase in bad debt expense related to the write-off of Adelphia receivables
in 2002, which totaled $21.4 million for the nine months ended September 30, 2002. Excluding the Adelphia
write-off, SG&A expense declined slightly year over year for the nine months ended September 30, 2002. However,
as a percent of sales, excluding the Adelphia write-off, SG&A expense increased year over year for the nine months
ended September 30, 2002. The increase in SG&A expense as a percent of sales was primarily due to sales declining
faster than sales and marketing expense and ongoing investment in our information technology infrastructure. We
intend to continue to fund domestic and international sales and marketing efforts in order to enhance our competitive
position around the world. We believe we have taken appropriate charges for doubtful accounts as a result of the
difficult market environment based on our analysis of customer financial difficulties, age of receivable balances and
other relevant factors. We also plan to continue investing in our information technology infrastructure in order to
support cost reduction efforts and to further differentiate our service model through technology. Research and
development Research and development ("R&D") expense decreased to $1.1 million, or 0.7% of net sales, for the
third quarter ended September 30, 2002 from $1.8 million, or 1.0% of net sales, for the same period in 2001. For the
nine months ended September 30, 2002, R&D expense decreased to $4.8 million, or 1.0% of net sales, compared to
$5.5 million, or 0.9% of net sales, for the 19 same period in 2001. We expect R&D expense to remain at
approximately 1% of net sales in the near term. Impairment charges for fixed assets We recognized total impairment
charges for fixed assets in the amount of $25.1 million during the three months ended September 30, 2002. The
breakdown of these impairment charges was as follows (in millions): Wireless cable manufacturing assets $ 15.1 Fiber
optic cable manufacturing assets 5.3 Other telecommunications cable manufacturing assets 3.0 Other manufacturing
assets 1.7 ------ Total impairment charges $ 25.1 ====== Due to the difficult business environment in
telecommunications and the continuing decline in demand for our products, we performed a test of recoverability for
our long-lived assets during the third quarter of 2002. Our long-term undiscounted cash flow forecasts indicated that
the carrying amounts of fixed assets used to manufacture our wireless, fiber optic cable and other telecom products
may not be recoverable as of September 30, 2002. In addition, our quarterly review of idle and obsolete fixed assets
indicated additional impairment for specifically-identified manufacturing equipment. The impairment loss recognized
during the three months ended September 30, 2002 was measured as the amount by which the carrying values of the
impaired assets exceeded their respective fair values. Fair values were determined using the best available
information, including independent appraisal, third-party and internal market value estimates, and discounted cash
flows. Net interest expense Net interest expense for the third quarter ended September 30, 2002 was $1.7 million,
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compared to $1.9 million for the same period in 2001. For the nine months ended September 30, 2002, net interest
expense decreased to $5.2 million, compared to $5.6 million for the same period in 2001. The decrease in net interest
expense was primarily due to interest earned on higher cash balances and interest income, net of elimination of
intercompany profit, received from OFS BrightWave under a $30 million revolving note established in the fourth
quarter of 2001. Income taxes Our effective income tax rate was 37% for the third quarter and nine months ended
September 30, 2002 and 2001. Equity in losses of OFS BrightWave, LLC For the three and nine months ended
September 30, 2002, our 18.4% equity interest in the losses of OFS BrightWave, before taxes, was approximately
$10.1 million and $78.3 million, respectively. Since OFS BrightWave elected to be taxed as a partnership, we
recorded a tax benefit of approximately $3.7 million and $29.1 million for the third quarter and nine months ended
September 30, 2002, respectively, related to our 18.4% equity interest in OFS BrightWave's flow-through losses. OFS
BrightWave operates in many of the same markets we do and its financial results were also adversely affected by the
ongoing slowdown in the global economy and the telecommunications industry. Due to these conditions, OFS
BrightWave incurred significant charges during the nine months ended September 30, 2002 primarily related to the
write-off of goodwill and certain fixed assets, restructuring and employee separation costs and other cost reduction
activities. The total of these charges recognized by OFS BrightWave during the nine months ended 20 September 30,
2002 was $215 million, net of a $32 million tax benefit from losses generated by a domestic c-corporation subsidiary
of OFS BrightWave. In addition, OFS BrightWave is party to manufacturing and supply agreements with OFS Fitel,
LLC ("OFS Fitel"), which is a wholly-owned indirect subsidiary of Furukawa. As a result of Furukawa's controlling
interest in both ventures, it has significant influence over the structure and pricing of these agreements. Future changes
in these terms, over which we have limited influence, could have a material impact on the profitability of OFS
BrightWave and ultimately on our results of operations. Due primarily to the difficult market environment for certain
telecommunications products and challenging global business conditions in telecommunications, we expect ongoing
pricing pressure and weak demand industry wide for fiber optic cable products. Based on these expectations, we
believe that OFS BrightWave will incur losses at least through the remainder of 2002, and that as a result we will
continue to recognize noncash equity method losses from our investment in OFS BrightWave. LIQUIDITY AND
CAPITAL RESOURCES Our principal sources of liquidity both on a short-term and long-term basis are cash and
cash equivalents and cash flows provided by operations. Reduced sales and profitability could reduce cash provided
by operations. In addition, increases in working capital, excluding cash and cash equivalents, related to increasing
sales could reduce our operating cash flows in the short term until cash collections of accounts receivable catch up to
the higher level of billings. Cash provided by operating activities was $72.1 million for the nine months ended
September 30, 2002, compared to $122.5 million for the same period in 2001. This year-over-year decrease in
operating cash flow primarily resulted from lower sales volume and a proportionately smaller decrease in accounts
receivable and inventories during the nine months ended September 30, 2002 as compared to the nine months ended
September 30, 2001. Working capital was $231.6 million at September 30, 2002, compared to $199.1 million at
December 31, 2001. This increase in working capital during the nine months ended September 30, 2002 primarily
related to an increase in our cash balance of $69.6 million to $131.6 million as of September 30, 2002, somewhat
offset by a decrease in accounts receivable over the same nine-month period. The increase in cash during the nine
months ended September 30, 2002 was driven by net income from operations before noncash charges. In addition, we
received repayments, net of advances, of $6.1 million from OFS BrightWave under a $30 million revolving note
receivable during the nine months ended September 30, 2002. As of September 30, 2002, OFS BrightWave owed
$23.9 million under this $30 million revolving note, and we expect to advance the remaining $6.1 million balance
under the note during the fourth quarter of 2002. We are not required to make any additional cash investments in the
form of loans or capital contributions to OFS BrightWave, other than this revolving credit commitment. During the
nine months ended September 30, 2002, we invested $8.3 million in property, plant and equipment compared to $59.5
million during the same period in 2001. While we may place additional production capability in important
international markets, we expect capital expenditures to remain at a level below depreciation and amortization expense
for the next few years. We currently expect capital expenditures to be in the range of $12 to $13 million in 2002,
primarily for cost reduction efforts and information technology initiatives, depending upon business conditions. We
owed total long-term debt of $193.6 million, including current portion, or 27% of our book capital structure, defined
as long-term debt, including current portion, and total stockholders' equity, as of September 30, 2002, compared to
$194.6 million, including current portion, or 24% of our book capital structure as of December 31, 2001. The decrease
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in long-term debt was due to the quarterly repayments of principal under our eurodollar credit agreement which was
somewhat offset by foreign currency losses, included in 21 accumulated other comprehensive loss, incurred on this
foreign-currency denominated debt. In June 2002, we amended an operating lease for our corporate office building,
our eurodollar credit agreement and our $350 million revolving credit agreement. These amendments, among other
things, provided for the exclusion of the noncash equity method income and losses of OFS BrightWave from the
definition of EBITDA, which is used to calculate compliance with certain covenants. In addition, the size of the
revolving credit agreement was reduced from $350 million to $250 million. The amendments further limited our
ability to make additional investments in, or guarantee the obligations of, OFS BrightWave. Furthermore, the
amendments reduced the maximum amount of payments we may make for dividends and stock repurchases from a
total of $75 million to $50 million and included additional investments in OFS BrightWave under this maximum
payment limitation. These amendments resolved covenant compliance issues related to our equity in losses of OFS
BrightWave. As of November 4, 2002, we terminated our amended $250 million revolving credit agreement, which
was scheduled to expire on December 31, 2002. We had no outstanding indebtedness under this terminated facility
and ended the third quarter of 2002 with $132 million of cash and cash equivalents on our balance sheet. We expect to
enter into a new secured credit facility of up to $125 million during the fourth quarter of 2002; however, we cannot
provide assurance that we will be able to do so. Further, given the current credit environment and our recent operating
results, we believe it is likely that the terms of this new secured credit facility will be less favorable to us than the
terms of the recently terminated facility. An operating lease for our corporate office building and our $10 million
eurodollar credit agreement contain covenants requiring us to maintain a total debt to EBITDA ratio, an interest
coverage ratio, and a minimum net worth. Our noncompliance with these covenants could create a default under these
agreements, resulting in potential termination of the lease and/or potential acceleration of repayment of our obligation
under the eurodollar credit agreement. Upon termination of the operating lease, the Company would be obligated to
either purchase the facility for approximately $13 million or market it for sale on the lessor's behalf. We were not in
compliance with the amended total debt to EBITDA ratio covenant under these two agreements as of September 30,
2002 and, based on our current forecasted operating results, we believe it is likely that we will not be in compliance
with this covenant as of December 31, 2002. However, we were able to obtain temporary covenant waivers, which
expire on December 31, 2002, for both agreements. We intend to further amend or replace these agreements, if able to
do so under acceptable terms; otherwise, we intend to pay the associated obligations using existing cash balances or
pursue extensions of the existing temporary covenant waivers. However, given the current credit environment and our
recent operating results, we believe it is likely that the terms under which these two existing agreements can be further
amended or replaced, if at all, will be less favorable to us than the current terms of these agreements. As of October 9,
2002, we, together with Furukawa, purchased 10.2 million shares of our common stock from Lucent Technologies
Inc. ("Lucent"). We issued the 10.2 million shares of common stock to Lucent at a price of $19.94 per share on
November 16, 2001 in connection with our investment in OFS BrightWave, a venture that we formed with Furukawa
to acquire certain fiber cable and transmission fiber assets from Lucent. The total purchase price paid to Lucent by us
and Furukawa on October 9, 2002 for the 10.2 million shares was approximately $53.0 million, or $5.20 per share. Of
the total 10.2 million shares of our common stock purchased from Lucent, Furukawa purchased approximately 7.7
million shares, which we understand it plans to hold for investment purposes. We repurchased the remaining
approximately 2.5 million shares, which are classified as treasury stock. We funded our $13.2 million repurchase
using existing cash balances. As of the October 9, 2002 closing date of the purchase, Furukawa owned approximately
13% of our outstanding common stock. 22 In conjunction with this stock purchase, we also entered into agreements
with Furukawa that outline various investment terms, including resale restrictions, registration rights, standstill
provisions, as well as call and limited put rights related to our shares held by Furukawa. Additionally, we agreed with
Furukawa to change from 2004 to 2006 the date when we could first exercise our contractual right to sell our
investment in OFS BrightWave to Furukawa for a cash payment equal to our original investment in OFS BrightWave.
MARKET RISK As disclosed in our Annual Report on Form 10-K for the year ended December 31, 2001, our major
market risk exposure relates to adverse fluctuations in commodity prices, interest rates and foreign currency exchange
rates. We have established a risk management strategy that includes the reasonable use of derivative and nonderivative
financial instruments primarily to manage our exposure to these market risks. Our exposure associated with these
market risks has not materially changed since December 31, 2001. However, we did repay approximately $2.1 million
of variable rate debt under our eurodollar credit agreement, somewhat reducing our exposure to interest rate risk. In
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addition, we have not acquired any new derivative financial instruments since December 31, 2001 or terminated any
derivative financial instruments that existed at that date. FORWARD-LOOKING STATEMENTS Certain statements
in this Form 10-Q that are other than historical facts are intended to be "forward-looking statements" within the
meaning of the Securities Exchange Act of 1934, the Private Securities Litigation Reform Act of 1995 and other
related laws and include but are not limited to those statements relating to sales and earnings expectations, expected
demand, cost and availability of key raw materials, internal production capacity and expansion, competitive pricing,
relative market position and outlook. While we believe such statements are reasonable, the actual results and effects
could differ materially from those currently anticipated. These forward-looking statements are identified, including
without limitation, by their use of such terms and phrases as "intends," "intend," "intended," "goal," "estimate,"
"estimates," "expects," "expect," "expected," "project," "projects," "projected," "projections," "plans," "anticipates,"
"anticipated," "should," "designed to," "foreseeable future," "believe," "believes," "think," "thinks" and "scheduled"
and similar expressions. These statements are subject to various risks and uncertainties, many of which are outside our
control, including, without limitation, financial performance of OFS BrightWave, product demand and industry excess
capacity, competitive pricing and acceptance of our products, changes or fluctuations in global business conditions,
expected demand from AT&T Broadband and other major domestic MSOs, cost and availability of key raw materials
(including without limitation bimetallic center conductors, optical fibers, fine aluminum wire and
fluorinated-ethylene-propylene which are available only from limited sources), successful operation of bimetal
manufacturing and other vertical integration activities, successful expansion and related operation of our facilities,
margin improvement, developments in technology, industry competition and ability to retain customers, achievement
of sales, growth, and earnings goals, ability of our customers to secure adequate financing to fund their infrastructure
projects or to pay us, regulatory changes affecting our business, possible disruption of our business due to customer or
supplier bankruptcy, reorganization or restructuring, ability to obtain financing and capital on commercially
reasonable terms, ability to comply with covenants in debt and lease agreements, possible restrictions imposed on us
by a new secured credit facility, possible future impairment charges for goodwill and other long-lived assets, foreign
currency fluctuations, technological obsolescence, the ability to achieve reductions in costs, the ability to integrate
acquisitions, our participation in joint ventures, international economic and political uncertainties, possible disruption
due to terrorist activity or armed conflict and other factors discussed. Actual results may also differ due to changes in
telecommunications industry capital spending, which is affected by a variety of factors, including, without limitation,
general business conditions, acquisitions of telecommunications companies by others, consolidation within the
telecommunications industry, the financial condition of telecommunications companies and their access to financing,
competition among telecommunications companies, technological developments, 23 and new legislation and
regulation of telecommunications companies. These and other factors are discussed in greater detail in Exhibit 99.1 to
this Form 10-Q. The information contained in this Form 10-Q represents our best judgment at the date of this report
based on information currently available. However, we do not intend, and are not undertaking any duty or obligation,
to update this information to reflect developments or information obtained after the date of this report. 24 ITEM 4.
CONTROLS AND PROCEDURES Our disclosure controls and procedures are designed to ensure that information
required to be disclosed in reports that we file or submit under the Securities Exchange Act of 1934 is recorded,
processed, summarized and reported within the time periods specified in the rules and forms of the Securities and
Exchange Commission. Our Chief Executive Officer and our Chief Financial Officer have reviewed the effectiveness
of our disclosure controls and procedures within the last ninety days and have concluded that the disclosure controls
and procedures are effective. There were no significant changes in our internal controls or in other factors that could
significantly affect these controls subsequent to the last day they were evaluated by our Chief Executive Officer and
our Chief Financial Officer. PART II - OTHER INFORMATION ITEM 6. EXHIBITS AND REPORTS ON FORM
8-K (a) Exhibits 99.1 Forward-Looking Information 99.2 Certification of Chief Executive Officer Pursuant to 18
U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 99.3 Certification of
Chief Financial Officer Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 (b) Reports on Form 8-K filed during the three months ended September 30, 2002: On
August 13, 2002, we filed a current report on Form 8-K submitting the certifications required pursuant to Section 906
of the Sarbanes-Oxley Act of 2002 in connection with the filing of our Quarterly Report on Form 10-Q for the quarter
ended June 30, 2002. On August 23, 2002, we filed a current report on Form 8-K announcing our receipt of a demand
from Lucent Technologies Inc. for registration of up to 10.2 million shares of our common stock. 25 SIGNATURE
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized. COMMSCOPE, INC. November 13, 2002 /s/ Jearld
L. Leonhardt -------------------- ------------------------------- Date Jearld L. Leonhardt Executive Vice President and Chief
Financial Officer Signing both in his capacity as Executive Vice President on behalf of the Registrant and as Chief
Financial Officer of the Registrant 26 CERTIFICATIONS I, Frank M. Drendel, certify that: 1.I have reviewed this
quarterly report on Form 10-Q of CommScope, Inc.; 2.Based on my knowledge, this quarterly report does not contain
any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by
this quarterly report; 3.Based on my knowledge, the financial statements, and other financial information included in
this quarterly report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this quarterly report; 4.The registrant's other certifying officer
and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-14 and 15d-14) for the registrant and we have: a) designed such disclosure controls and procedures to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this quarterly report is being prepared; b)
evaluated the effectiveness of the registrant's disclosure controls and procedures as of a date within 90 days prior to
the filing date of this quarterly report (the "Evaluation Date"); and c) presented in this quarterly report our conclusions
about the effectiveness of the disclosure controls and procedures based on our evaluation as of the Evaluation Date;
5.The registrant's other certifying officer and I have disclosed, based on our most recent evaluation, to the registrant's
auditors and the audit committee of the registrant's board of directors (and persons performing the equivalent
function): a) all significant deficiencies in the design or operation of internal controls which could adversely affect the
registrant's ability to record, process, summarize and report financial data and have identified for the registrant's
auditors any material weaknesses in internal controls; and b) any fraud, whether or not material, that involves
management or other employees who have a significant role in the registrant's internal controls; and 6.The registrant's
other certifying officer and I have indicated in this quarterly report whether or not there were significant changes in
internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most
recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.
Date: November 13, 2002 By: /s/ Frank M. Drendel ------------------------------- Frank M. Drendel Chairman and Chief
Executive Officer 27 I, Jearld L. Leonhardt, certify that: 1.I have reviewed this quarterly report on Form 10-Q of
CommScope, Inc.; 2.Based on my knowledge, this quarterly report does not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this quarterly report; 3.Based on my
knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this quarterly report; 4.The registrant's other certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and
15d-14) for the registrant and we have: a) designed such disclosure controls and procedures to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this quarterly report is being prepared; b) evaluated the
effectiveness of the registrant's disclosure controls and procedures as of a date within 90 days prior to the filing date of
this quarterly report (the "Evaluation Date"); and c) presented in this quarterly report our conclusions about the
effectiveness of the disclosure controls and procedures based on our evaluation as of the Evaluation Date; 5.The
registrant's other certifying officer and I have disclosed, based on our most recent evaluation, to the registrant's
auditors and the audit committee of the registrant's board of directors (and persons performing the equivalent
function): a) all significant deficiencies in the design or operation of internal controls which could adversely affect the
registrant's ability to record, process, summarize and report financial data and have identified for the registrant's
auditors any material weaknesses in internal controls; and b) any fraud, whether or not material, that involves
management or other employees who have a significant role in the registrant's internal controls; and 6.The registrant's
other certifying officer and I have indicated in this quarterly report whether or not there were significant changes in
internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most
recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.
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Date: November 13, 2002 By: /s/ Jearld L. Leonhardt ------------------------------- Jearld L. Leonhardt Executive Vice
President and Chief Financial Officer 28
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