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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
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registrant s officers, directors, presidents of operating units and 10% owners known to the Company are deemed affiliates of the registrant.)

As of June 24, 2011, there were 119,941,874 shares of Common Stock of the registrant issued and outstanding.
Documents Incorporated By Reference

Portions of the registrant s definitive proxy statement to be filed pursuant to Regulation 14A within 120 days after the registrant s fiscal year-end
of April 30, 2011 are incorporated by reference into Part I11.
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PART I

Item 1. BUSINESS

Certain information of a non-historical nature contained in Items 1, 2, 3 and 7 of this Form 10-K includes forward-looking statements. Reference

is made to Item 1A Risk Factors and Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations Factors that
May Affect Future Operating Results and Item 1A Risk Factors, for a discussion of certain factors that could cause the Company s actual

operating results to differ materially from those expressed in any forward-looking statements.

General

In June 2004, the Company changed its corporate name from Patterson Dental Company to Patterson Companies, Inc. ( Patterson or the
Company ). Patterson retained its existing NASDAQ stock symbol PDCO. The corporate name change was adopted to reflect Patterson s

expanding base of business, which now encompasses the veterinary and rehabilitation supply markets, as well as its traditional base of

operations in the dental supply market. Patterson s operating units include Patterson Dental, Webster Veterinary and Patterson Medical.

Patterson is a value-added distributor serving three major markets:

North American dental supply;

U.S. companion-pet (dogs, cats and other common household pets) and equine veterinary supply;

And the worldwide rehabilitation and assistive products supply market.
Unless otherwise indicated, all references to Patterson or the Company include its subsidiaries: Patterson Dental Holdings, Inc., Direct Dental
Supply Co., Patterson Dental Canada Inc., Patterson Dental Supply, Inc., Webster Veterinary Supply, Inc., PDC Funding Company, LLC, PDC
Funding Company II, LLC, Patterson Technology Center, Inc., Patterson Office Supplies, Inc., Webster Management LP, Patterson Medical
Holdings, Inc., Patterson Medical Supply, Inc., Sammons Preston Canada, Inc., Tumble Forms, Inc., Midland Manufacturing Company Inc.,
Patterson Logistics Services, Inc., Williamston Industrial Center, LLC, Patterson Global Ltd., Patterson Medical Ltd., Mobilis Healthcare Group
Ltd., Halo Healthcare Ltd., County Footwear Ltd., Dolphin Imaging Systems, LLC, Dolphin Practice Management, LLC, Kinetec SA, Ausmedic
Australia Pty., Auckbritt International Ltd., Metron Holding Pty., Metron Medical Australia Ltd., Metron Medical Co. Ltd., Physio Med
Services Ltd., Days Healthcare Property Investments Ltd., PCI Limited I, LLC, PCI Limited II, LLC and PCI Two Limited Partnership.

Patterson began distributing dental supplies in 1877. The modern history of the business dates to May 1985, when the Company s management
and certain investors purchased the Company from a subsidiary of The Beatrice Companies, Inc. Patterson became a publicly traded company in
October 1992. The Company is a corporation organized under the laws of the state of Minnesota.

The Company historically reported one operating segment, dental supply. In July 2001, the Company purchased the veterinary supply assets of J.
A. Webster, Inc., which became a reportable business segment. Then in September 2003, the Company acquired AbilityOne Products Corp.,
creating a third business segment which serves the rehabilitation supply market.

The Company s three reportable segments, dental supply, veterinary supply and rehabilitation supply, are strategic business units that offer
similar products and services to different customer bases. Each business is a market leader with a strong competitive position, serves a
fragmented market that offers consolidation opportunities and offers relatively low-cost consumable supplies, making the Company s
value-added business proposition highly attractive to customers.
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The Company has continued to consolidate its distribution infrastructure and business systems over the past several years. With respect to the
distribution infrastructure, beginning in fiscal 2005, the consolidation of facilities began with a facility in Columbia, SC that replaced the
individual dental and veterinary distribution centers that were serving this region. As of April 30, 2011, there are eight facilities that serve two or
three of the Company s business units. These strategically located facilities enable the Company to realize operating efficiencies and improve
customer service.

In fiscal 2008, the first shared sales branch office locations were established, enabling multiple business units to operate at one physical location.
As of April 30, 2011, there are ten shared locations and the Company plans to leverage additional branch sharing between two or three business
units in select markets in fiscal 2012 and beyond.

The Patterson Technology Center ( PTC ) has staff dedicated to support of the technology offerings of each of the Company s business units. Such
technology product and service offerings have expanded in recent years and will continue to be a focus of the Company. The PTC supports over
80,000 customers nationwide, with a goal to resolve any situation in one call, whether the question or concern involves hardware, software,
computer networking or digital technology. The PTC is also the source for development of the various proprietary practice management &

patient education products that are offered by the business units, as well as customer order entry systems deployed by the Company. In addition,

in conjunction with the branch offices of the business units, the PTC provides network installation and customer training.

Dental Supply
Overview

As Patterson s largest business, Patterson Dental is one of the two largest distributors of dental products in North America. The business has
operations in the United States and Canada. Patterson Dental, a full-service, value-added supplier to dentists, dental laboratories, institutions, and
other healthcare professionals, provides: consumable products (including x-ray film, restorative materials, hand instruments and sterilization
products); basic and advanced technology dental equipment; practice management and clinical software; patient education systems; and office
forms and stationery. Patterson Dental offers customers a broad selection of dental products including more than 90,000 stock keeping units

( SKUs ) of which approximately 4,000 are private-label products sold under the Patterson name. Patterson Dental also offers customers a full
range of related services including dental equipment installation, maintenance and repair, dental office design and equipment financing.
Patterson Dental markets its dental products and services through more than 1,500 direct sales representatives, 271 of whom are equipment
specialists.

Patterson Dental has over 130 years of experience providing quality products and services to dental professionals. Net sales of this segment have
increased from $165.8 million in fiscal 1986 to approximately $2.2 billion in fiscal 2011 and profitability has increased from an operating loss in
fiscal 1986 to operating income of $272.2 million in fiscal 2011.

Patterson estimates the dental supply market it serves to be approximately $6.8 billion annually and that its share of this market is approximately
33%. The underlying structure of the dental supply market consists of a sizeable geographically dispersed number of fragmented dental practices
and is attractive for the Company s role as a value-added, full-service distributor. According to the American Dental Association, there are over
185,000 dentists practicing in the United States. In Canada, there are approximately 18,000 licensed dentists according to the Canadian Dental
Association. The average general practitioner generated approximately $713,000 in annual revenue in 2007, while the average specialty
practitioner produces about $1,050,000. The Company believes that a dentist uses between 5% and 7% of annual revenue to purchase
consumable supplies used in the daily operations of the practice. This translates into between $35,000 and $50,000 of supplies being purchased
by the average practice each year. The Company believes the average dental practitioner purchases about 40% of their supplies from their top
supplier.
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Total expenditures for dental services in the United States increased from $31 billion in 1990 to $102 billion in 2009. The Company believes
that the demand for dental services, equipment and supplies will continue to be influenced by the following factors:

Demographics. The U.S. population grew from 235 million in 1980 to 309 million in 2010, and is expected to reach 334 million by
2020. The median age of the population is also increasing and the Company believes that older dental patients spend more on a per
capita basis for dental services.

Dental products and techniques. Technological developments in dental products have contributed to advances in dental techniques
and procedures, including cosmetic dentistry and dental implants.

Demand for certain dental procedures. Demand is growing for preventive dentistry and specialty services such as periodontic (the
treatment of gums), endodontic (root canals), orthodontic (braces), and other dental procedures that enable patients to keep their
natural teeth longer and improve their appearance.

Increased dental office productivity. The number of dentists per 100,000 persons in the U.S. is forecasted to decline over the next
two decades. As a result, the number of patients per dental practice is expected to grow. For this reason dentists are showing an
increased willingness to invest in dental equipment and office infrastructure that can strengthen the productivity of their practices.

Demand for infection control products. Greater public awareness as well as regulations and guidelines instituted by OSHA, the
American Dental Association and state regulatory authorities have resulted in increased use of infection control (asepsis) products
such as protective clothing, gloves, facemasks, and sterilization equipment to prevent the spread of communicable diseases such as
AIDS, hepatitis and herpes.

Coverage by dental plans. An increasing number of dental services are being funded by private dental insurance. In 2010,
approximately 54% of the U.S. population had some form of dental coverage.
Strategy

Patterson s objective within the dental segment is to remain a leading national distributor of supplies, equipment and related services in the
market while continuing to improve its profitability and enhance its value to customers. To achieve this objective, Patterson Dental has adopted
a strategy of emphasizing its value-added, full-service capabilities, using technology to enhance customer service, continuing to improve our
own operating efficiencies, and growing through internal expansion and acquisitions.

Emphasizing Value-Added, Full-Service Capabilities. Patterson Dental is positioned to meet virtually all of the needs of dental practitioners by
providing a full range of consumable supplies, equipment and software, and value-added services. The Company believes that its customers
value full service and responsive delivery of quality supplies and equipment. Customers also increasingly expect suppliers to be knowledgeable
about products and services, and generally a superior sales representative can create a special relationship with the practitioner by providing an
informational link to the overall industry. The Company s knowledgeable sales representatives assist customers in the selection and purchase of
supplies and equipment. In addition, the high quality sales force allows Patterson to offer broader product lines. Since most dental practices lack
a significant degree of back office support, the convenience of our full-service capabilities enables dentists to spend more time with patients and,
thus, generate additional revenues.

Patterson Dental meets its customers requirements by delivering frequent, small quantity orders rapidly and reliably from its strategically located
distribution centers. Equipment specialists, service technicians and technology trainers also support the Company s value-added strategy.
Equipment specialists offer consultation on office design, equipment requirements and financing. Technology advisors from the branches
provide guidance on integrating technology solutions including practice management and clinical software, digital

Table of Contents 6



Edgar Filing: PATTERSON COMPANIES, INC. - Form 10-K

5

Table of Contents



Edgar Filing: PATTERSON COMPANIES, INC. - Form 10-K

Table of Conten

radiography, custom hardware and networking into the dental practice. The Company s experienced service technicians perform equipment
installation, maintenance and repair services including services on products not purchased through Patterson.

Using Technology to Enhance Customer Service. As part of its commitment to providing superior customer service, the Company offers its
customers easy order placement. The Company has offered electronic ordering capability to its dental supply segment since 1987 when it first
introduced Remote Order Entry (REMOSM). The Company believes that its computerized order entry systems help to establish relationships
with new customers and increase loyalty among existing customers. The remote order entry systems permit customers to place orders from their
offices directly to Patterson 24 hours a day, seven days a week. Over the years, the Company has continued to introduce new order entry systems
designed to meet the varying needs of its customers. Today the Company offers four systems to the dental supply segment, eMAGINE®,
REMOSM, PDXpress® and www.pattersondental.com. Customers, as well as the Company s sales force, use these systems. Over the years, the
number of orders transmitted electronically has grown steadily to approximately 74% of Patterson s consumable dental product volume or $925
million in fiscal year 2011.

In fiscal 2002, the Company introduced its newest order entry system, eMAGINE®, eMAGINE® has become the standard platform for the sales
representative and offers many new features and upgrades including: up to three years of order history for the customer s reference, faster
searches for products and reports, order tracking, instant information on monthly product specials, descriptions and photographs of popular
products and an electronic custom catalog, including a printable version with scannable bar codes.

For those dental customers not using eMAGINE®, the Company offers three alternative order entry products. REMOSM gives customers direct
and immediate ordering access through a personal computer to a database containing Patterson s complete inventory. PDXpres is a handheld
order entry system that eliminates handwritten order forms by permitting a user to scan a product bar code from an inventory tag system or from
Patterson s bar-coded catalog. Pattersondental.com affords the customer the convenience of researching and ordering when not at the dental
practice. These systems, including eMAGINE?®, are provided at no additional charge to customers who maintain certain minimum purchase
requirements. The PTC develops and supports the Company s order entry systems.

The goal of the Company s Internet strategy is to distribute information and service related products over the Internet to enhance customers
practices and to increase sales force productivity. The Company s Internet environment includes order entry, customer-loyalty program reports
and services, access to Patterson Today articles and manufacturers product information. Additionally, Patterson utilizes a tool, InfoSource, to
provide real time customer and Company information to the Company s sales force, managers and vendors via the Internet.

In addition to enhancing customer service, by offering electronic order entry systems to its customers, the Company enables its sales
representatives to spend more effective time with existing customers and to call on additional customers.

The Company s proprietary practice management and clinical software, EagleSoft, is developed and maintained by the PTC. The Company
believes the PTC differentiates Patterson Dental from the competition by positioning Patterson Dental as the only company providing a
single-source solution for the high growth area of digital radiography. This technology, which the Company expects to be installed eventually in
most dental offices, has a current market penetration of approximately 40%. Among its many specialized capabilities, the PTC provides system
configuration, as well as the seamless integration of all digital operatory components with clinical software, including our EagleSoft® line. This
integration creates an electronic patient database that combines the patient s front office record with digital information from the clinical x-ray,
intra-oral camera, CEREC® and other digital equipment. Patterson Dental also will design and install the network for the digital x-ray system
throughout the entire office and provides all required custom computer hardware for the system.
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In addition, Patterson provides installation and customer training. The PTC provides a call center for troubleshooting customer problems and
arranging for local service. Beginning in 2011, customers can select back-up services for their computerized systems through an offering from
the PTC.

Software and digital radiography customers also have access to the support capabilities of the PTC. The PTC provides support for our
proprietary products as well as select branded product from our manufacturers. In addition to troubleshooting problems through its customer call
center, Patterson designs and configures local area networks and assembles custom hardware. The PTC also develops and supports the
Company s order entry systems.

Continuing to Improve Operating Efficiencies. Patterson Dental continues to implement programs designed to improve our operating efficiencies
and allow for continued sales growth over time. These programs include a wide variety of initiatives from investing in management information
systems to consolidating distribution centers. Recent initiatives include upgrading the Company s communications architecture, developing a
new technical service system, and implementation of the shared services concept.

The Company has improved operating efficiencies by converting its communications architecture to faster, higher capacity data lines that
combine voice and data transmissions. The Company has made substantial progress in the development of field service management tools for its
technical service operations. These tools have allowed the Company to fundamentally change its technical service business processes, improving
the Company s ability to coordinate the actions of its service technicians and enhancing customer service while reducing the overall cost of
operations.

An integral part of the Company s shared services concept is the consolidation and leveraging of distribution centers between the segments of the
Company, which began several years ago. As of April 2011, there are eight distribution centers that are shared between two or all three of the
operating units. In addition, the Company has begun to establish shared sales branch office locations between multiple segments. As a result of
these and other efforts, the Company expects to continue to improve its operating leverage and efficiencies going forward.

Growing Through Internal Expansion and Acquisitions. Patterson Dental intends to continue to grow by opening additional sales offices, hiring
established sales representatives, hiring and training skilled sales professionals as territory sales representatives, and acquiring other distributors
in order to enter new, or more deeply penetrate existing, geographic markets and expand its customer base. The Company believes that it is well
positioned to take advantage of expected continued consolidation in the dental distribution market. Over the past 25 years the Company has
made a number of acquisitions, including the following:

Dental distribution acquisitions

Since 1987, Patterson has acquired over 30 dental products distributors in the United States and Canada. These acquisitions have
included the third largest dental dealer in the United States and the second largest dental dealer in Canada, as well as regional and
local dental dealers throughout North America. As a result of these acquisitions, along with internal expansion, the Company is now
one of the two largest full service dental products distributors in both the United States and Canada.

Printed office products acquisitions

In October 1996, Patterson acquired the Colwell Systems division of Deluxe Corporation. Colwell Systems, now known as Patterson
Office Supplies, produces and sells a variety of printed office products used in medical, dental and veterinary offices, as well as other
clinical based settings.
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Software acquisitions

In July 1997, Patterson Dental acquired EagleSoft, Inc., a developer and marketer of Windows®-based practice management and
clinical software for dental offices. EagleSoft s operation, now known as the Patterson Technology Center, is located in Effingham,
Illinois. In December 2001, the Company purchased Modern Practice Technologies, a company that provides custom computing
solutions to the dental industry. This acquisition helped Patterson to position itself to provide all of the custom hardware and
networking required for interfacing the entire dental office.

In May 2004, Patterson Dental acquired CAESY Education Systems, Inc., the leading provider of electronic patient education
services to dental practices in North America. Headquartered in Vancouver, Washington, this business provides dental practices with
a range of communications media that educate patients about professional dental care, procedures and treatment alternatives with the
goal of influencing patient decisions about dental services and increasing the productivity of the dental professional. Educational
materials are communicated through CD/DVD media, computer programs and the dentist s web site. These materials can be used
within the dental waiting room, at chair side and in the patient s home.

In December 2008, Patterson Dental acquired Dolphin Imaging Systems, LLC and Dolphin Practice Management, LLC, the leading
providers of 3D imaging and practice management software for specialized dental practitioners, including orthodontists, oral
maxillofacial surgeons and dental radiologists. Dolphin s imaging software maximizes the benefit of cone beam and other digital
photography and radiography systems. The Company believes there are no major competitors for Dolphin s full range of product.
Additionally, certain elements of Dolphin s imaging software can be integrated into Patterson Dental s current line of EagleS8ft
software for general dental practitioners.

Products and Services

The following table sets forth the percentage of total sales by the principal categories of products and services offered to dental segment
customers:

2011 2010 2009
Consumable and printed products 56% 56% 56%
Equipment and software 33 33 34
Other 11 11 10
Total 100% 100% 100%

(1) Consists of other value-added products and services including technical service and software maintenance.
Consumable and Printed Products

Dental Supplies. Patterson offers a broad product line of consumable dental supplies such as x-ray film and solutions; impression materials;
restorative materials (composites and alloys); hand instruments; sterilization products; anesthetics; infection control products such as protective
clothing, gloves and facemasks; paper, cotton and other disposable products; toothbrushes and a full line of dental accessories including
instruments, burs, and diamonds. In addition to representing a wide array of branded products from numerous manufacturers, Patterson also
markets its own private label line of dental supplies including anesthetics, instruments, preventive and restorative products, and cotton and paper
products. The private label line is used to complement the branded products where the customer is seeking a lower cost alternative on a product
that has become commoditized in the market. Compared to most name brand supplies, the private label line provides lower prices for the
Company s customers and higher margins for the Company.
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Printed Office Products. Patterson Dental provides a variety of printed office products, office filing supplies, and practice management systems.
Products include custom printed products, insurance and billing forms, stationery, envelopes, business cards, labels, file folders, appointment
books and other stock office supply products. Products are sold through two channels:

The Company s dental sales force

Direct mail catalogs distributed to over 100,000 customers several times a year
A staff of telemarketing personnel located in Champaign, Illinois supports both channels. Orders are received by telephone, through the mail or
electronically from the distribution order processing system.

Equipment and Software

Dental Equipment. Patterson Dental is the largest supplier of dental equipment in the U.S. and Canada. It offers a wide range of dental
equipment products including x-ray machines, high and low-speed handpieces, dental chairs, dental handpiece control units, diagnostic
equipment, sterilizers, dental lights and compressors. The Company also distributes newer technology equipment that provides customers with
the tools to improve productivity and patient satisfaction. Examples of such innovative and high productivity products include the CEREC®
family of products, a chair-side restoration system; digital imaging products (including intra-oral, panoramic and 3-D or cone beam x-rays); and
inter-oral cameras.

Software. Patterson Dental develops and markets its own proprietary line of practice management and clinical software for dental professionals.
Products include software for scheduling, billing, charting and capture/storage/retrieval of digital images. The Company also sells software
products developed by third parties including Sidexis by Sirona and Dimax2 by Planmeca. These value-added products are designed to help
achieve office productivity improvements, which translate into higher profitability for the customer.

Hardware. Patterson Dental offers custom hardware and networking solutions required for integrating the entire dental office. This product
offering is available to all of the Company s dental customers. This initiative marked another step in Patterson s overall strategy of providing
customers with the convenience and cost-effectiveness of a virtually complete range of products and value-added services and is one of the
newest components of Patterson s single source solution for dental offices.

Patient Education Services. The CAESY® line of products offers patient education products and services. These communications tools are
designed to influence patient decisions about services in an efficient, cost-effective manner.

Other

Software Services. Patterson Dental offers a variety of services to complement its software products such as service agreements, software
training, electronic claims processing and billing statement processing. These services provide value to customers by allowing them to keep
software products current, or receive payments more rapidly while obtaining greater productivity.

Equipment Installation, Repair and Maintenance. To keep their practices running efficiently, dentists require reliable performance from their
equipment. All major equipment sold by Patterson includes installation and Patterson s 90-day labor warranty at no additional charge. Patterson
also provides complete repair and maintenance services for all dental equipment, whether or not purchased from Patterson, including 24-hour
handpiece repair service. In addition to service technicians who provide installation and repair services on basic dental equipment, the Company
has also invested in personnel who specialize in installing and troubleshooting issues with technology solutions such as practice management
software, digital imaging products, hardware and

Table of Contents 12



Edgar Filing: PATTERSON COMPANIES, INC. - Form 10-K

Table of Conten

networking. The goal of this group, which is comprised of both local service technicians and the Patterson Technology Center, is to help
customers integrate newer technology into their dental practices. The Patterson Technology Center helps the customer minimize costly
downtime by offering a single point of contact for post-sale technology related issues.

Dental Office Design. Patterson provides dental office layout and design services through the use of a computer-aided design (CAD) program.
Equipment specialists can create original or revised dental office designs in a fraction of the time required to produce conventional drawings.
Customers purchasing major equipment items receive dental office design services at no additional charge.

Equipment Financing. Patterson Dental provides a variety of options to fulfill its customers financing needs. For qualified purchasers of
equipment, the Company will arrange financing for the customer through Patterson or a third party. For non-equipment related needs, such as for
working capital or real estate, customers are referred to a third party organization. This alternative allows the Company to offer its customers
convenience while still meeting their diverse financing needs. In fiscal 2011, the Company originated approximately $260 million of equipment
finance contracts in the United States. The Company, or its vendor partner, financed approximately 40% of the equipment purchased by
customers during fiscal 2011.

Since November 1998, Patterson has maintained one or more finance referral agreements with outside finance companies to provide a more
extensive selection of finance opportunities to its customers. This might include financing for practice transition transactions, working capital,
leasing, real estate and long-term capital. Currently this service is provided by Wells Fargo Practice Finance, a division of Wells Fargo Bank
N.A. There are no recourse provisions under this agreement. Patterson receives referral fees under this agreement and Wells Fargo extends credit
and services the accounts.

Patterson generally does not hold the finance contracts initiated on equipment transactions for the duration of the contract. These contracts have
generally been sold to either a commercial paper conduit, or to a group of banks.

Patterson created a special purpose entity ( SPE ), PDC Funding Company, LLC, a wholly-owned and fully consolidated subsidiary, and entered
into a Receivables Purchase Agreement in order to participate in the commercial paper conduit. The Company transfers finance contracts it
originates to the SPE. In turn, the SPE sells the contracts to the commercial paper conduit. As of April 30, 2011, the maximum outstanding
capacity of this arrangement at any one time is $500 million. There is no recourse to the Company for contracts purchased by the commercial
paper conduit, but there is a deferred purchase price by the conduit equal to approximately 16% of the principal of these contracts.

A second special purpose entity, PDC Funding Company II, LLC, sold contracts through a Contract Purchase Agreement to a group of banks.
The agreement operated similarly to the Receivables Purchase Agreement described above, except that the capacity was $110 million. In the
fourth quarter of fiscal 2010, this agreement was amended such that no additional contracts will be sold, but the remaining contracts previously
sold and outstanding under the agreement will continue to run out under the agreement.

Patterson services the customer contracts under both of the preceding arrangements for which it receives a fee that approximates its cost for
providing the service.

Sales and Marketing

Du