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WESCO International, Inc. is offering 4,000,000 of the shares to be sold in
the offering. The selling stockholders identified in this prospectus supplement
are offering an additional 6,000,000 shares. WESCO International will not
receive any of the proceeds from the sale of the shares being sold by the
selling stockholders.

The common stock is listed on the New York Stock Exchange under the symbol
"WCC". The last reported sale price of the common stock on December 7, 2004 was
$28.26 per share.

See "Risk Factors" beginning on page S-9 of this prospectus supplement and
page 3 of the accompanying prospectus to read about factors you should consider
before buying shares of the common stock.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY OTHER REGULATORY
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To the extent that the underwriters sell more than 10,000,000 shares of
common stock, the underwriters have the option to purchase up to an additional
1,371,914 shares from two institutional selling stockholders and then an
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Prospectus Supplement dated December , 2004.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information about us and the offering. It
may not contain all the information you should consider before investing in our
common stock. You should carefully read this entire prospectus supplement, the
accompanying prospectus and the documents incorporated by reference into this
prospectus supplement and the accompanying prospectus, including the "Risk
Factors" sections of this prospectus supplement and the accompanying prospectus,
before making an investment decision. Unless the context otherwise requires,
references to "WESCO International", the "Company", "we", "our", "us" and
similar terms mean WESCO International, Inc. and its subsidiaries, including
WESCO Distribution, Inc., and predecessors. Unless otherwise specified, all
information in this prospectus supplement assumes no exercise of the
underwriters' option to purchase additional shares.

WESCO INTERNATIONAL, INC.

With sales of approximately $3.3 billion in 2003 and approximately $3.6
billion in the twelve months ended September 30, 2004, we are a leading North
American provider of electrical construction products and electrical and
industrial maintenance, repair and operating supplies, commonly referred to as
"MRO." We believe that we are the second largest distributor in the estimated
$83 billion U.S. electrical distribution industry, and the largest provider of
integrated supply services for MRO goods and services in the United States. Our
integrated supply solutions and outsourcing services are designed to fulfill a
customer's industrial MRO procurement needs through a highly automated,
proprietary electronic procurement and inventory replenishment system. We have
approximately 350 full service branches and five distribution centers located in
48 states, nine Canadian provinces, Puerto Rico, Mexico, Guam, the United
Kingdom, Nigeria and Singapore. We serve over 100,000 customers worldwide,
offering over 1,000,000 products from over 24,000 suppliers. Our diverse
customer base includes a wide variety of industrial companies; contractors for
industrial, commercial and residential projects; utility companies; and
commercial, institutional and governmental customers. Our top ten customers
accounted for approximately 11% of our sales in 2003. Our leading market
position, experienced workforce, extensive geographic reach, broad product and
service offerings and acquisition program have enabled us to grow our market
position.

INDUSTRY OVERVIEW
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ELECTRICAL DISTRIBUTION. According to Electrical Wholesaling Magazine, the
U.S. electrical distribution industry had sales of $75 billion in 2003, with
sales forecasted to be approximately $83 billion in 2004 and $89 billion in
2005. Industry growth has averaged 5% per year from 1985 to 2003. This expansion
has been driven by general economic growth, increased use of electrical products
in businesses and industries, new products and technologies, and customers who
are seeking to more efficiently purchase a broad range of products and services
from a single point of contact, thereby eliminating the costs and expenses of
purchasing directly from manufacturers or multiple sources. The U.S. electrical
distribution industry is also highly fragmented. In 2003, the latest year for
which market share data is available, the four national distributors, including
WESCO, accounted for approximately 16% of estimated total industry sales.

INTEGRATED SUPPLY. The market for integrated supply services has grown
rapidly in recent years. Growth has been driven by the desire of large
industrial companies to reduce operating expenses by implementing comprehensive
third-party programs, which outsource cost-intensive procurement, stocking and
administrative functions associated with the purchase and consumption of MRO
supplies. For some of our customers, we believe these costs can account for over
50% of the total costs for MRO products and services. We believe that
significant opportunities exist for further expansion of integrated supply
services, as the total potential in the

s-1

U.S. for purchases of industrial MRO supplies and services is currently
estimated to be approximately $400 billion.

OUR STRATEGY

Our objective is to be the leading provider of electrical products and
other MRO supplies and services to companies in North America and selected
international markets. In achieving this leadership position, our goal will be
to grow earnings at a faster rate than sales by continuing to focus on margin
enhancement and continuous productivity improvement. Our growth strategy
leverages our existing strengths and focuses on developing new initiatives and
programs which position us to grow at a faster rate than the industry.

ENHANCE OUR LEADERSHIP POSITION IN ELECTRICAL DISTRIBUTION. We will
continue to leverage our extensive market presence and brand equity in the WESCO
name to further our leadership position in electrical distribution. We are the
second largest electrical distributor in the United States and, through our
value—-added products and services, we believe we have become the industry leader
in serving several important and growing markets including:

— industrial customers with large, complex plant maintenance operations,
many of which require a national multi-site service solution for their

electrical product needs;

- large contractors for major industrial and commercial construction
projects;

— the electric utility industry; and

— manufacturers of factory-built homes, recreational vehicles and other
modular structures.

We are focusing our sales and marketing efforts in three primary areas:

- expanding our product and service offerings to existing customers in



Edgar Filing: WESCO INTERNATIONAL INC - Form 424B5

industries we currently serve;
- targeting new clients in industries we currently serve; and

- targeting markets which provide significant growth opportunities, such as
multi-site retail construction, education and healthcare facilities,
OEM/direct material programs and regional and national contractors.

CONTINUE TO GROW OUR PREMIER POSITION IN NATIONAL ACCOUNTS. From 1994
through 2003, revenue from our national accounts program increased at a compound
annual growth rate of 10%. We will continue to invest in the expansion of this
program. Through our national accounts program, we coordinate electrical MRO
procurement and purchasing activities primarily for large industrial and
commercial companies across multiple locations. We have well-established
relationships with over 250 companies, providing us with a recurring base of
revenue through multi-year agreements with many of these companies. Our
objective is to continue to increase revenue from national accounts customers
by:

- offering existing national account customers new products and services
and serving additional customer locations;

- extending certain established national account relationships to include
our integrated supply services; and

- expanding our customer base by leveraging our existing industry expertise
in markets we currently serve, as well as entering into new markets.

S-2

FOCUS ON CONSTRUCTION NATIONAL ACCOUNTS. We intend to increase our
customer base, where we have targeted new construction accounts, with a focus on
large renovation and institutional projects. We seek to secure new major project
contracts through:

— active national marketing of our demonstrated project management
capabilities;

— further development of relationships with leading regional and national
contractors and engineering firms; and

— close coordination with multi-location contractor customers on their
major project requirements.

EXTEND OUR LEADERSHIP POSITION IN INTEGRATED SUPPLY SERVICES. We believe
that we are the largest provider of integrated supply services for MRO goods and
services in the United States. We provide a full complement of outsourcing
solutions, focusing on improving the supply chain management process for our
customers' indirect purchases. Our integrated supply programs replace the
traditional multi-vendor, resource-intensive procurement process with a single,
outsourced, fully automated process capable of managing all MRO and related
service requirements. Our solutions range from timely product delivery to
assuming full responsibility for the entire procurement function. Our customers
include some of the largest companies in the United States. We will continue to
expand our leadership position as the largest provider of integrated supply
services for MRO goods and services in the United States by, for instance,
leveraging established relationships with our large industrial customer base,
especially among existing national account customers who could benefit from our
integrated supply model. Based on our customers' continued reliance on
outsourcing, we believe that we are well positioned to capitalize on this trend.
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GAIN SHARE IN FRAGMENTED LOCAL MARKETS. Significant opportunities exist to
gain market share in highly fragmented local markets. We intend to increase our
market share in key geographic markets through a combination of increased sales
and marketing efforts at existing branches, acquisitions that expand our product
and customer base and new branch openings. To promote this growth, we have a
compensation system for branch managers that encourages our branch managers to
increase sales and optimize business activities in their local markets,
including managing the sales force, configuring inventories, targeting potential
customers for marketing efforts and tailoring local service options.

EXPAND OUR LEAN INITIATIVE. LEAN is an organized series of continuous
improvement events focusing on simplification, elimination of waste and
achieving significant improvement throughout the business enterprise. Our LEAN
initiative was launched in the first half of 2003 and was implemented in
approximately 100 branches by the end of that year. Although LEAN is most often
associated with manufacturing operations, we are applying LEAN thinking to all
of our processes, activities and systems. Our focus is in eight key areas:
sales, margin, warehouse operations, purchasing, inventory, accounts receivable,
accounts payable and administrative processes. In 2004, our objective has been
to have most branches and headquarters operations exposed to some or all of the
LEAN activities and to continuously develop improvement processes for all
operations. We believe this initiative, in combination with other on going
programs, will contribute to an expansion of our operating margins of
approximately 1 1/2% to 2% over the next three years.

PURSUE STRATEGIC ACQUISITIONS. Since 1995, we have completed and
successfully integrated 25 acquisitions, which represented annual sales of
approximately $1.3 billion in 2003. We believe that the highly fragmented nature
of the electrical and industrial MRO distribution industry will continue to
provide us with acquisition opportunities. Our most recent acquisition was
completed in March 2001. We have not been as active in pursuing acquisition
candidates given the weak economy in recent years and the uncertainty of future
earnings streams of potential acquisition candidates; however, we expect our
acquisition activities to resume during the next year.
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EXPAND PRODUCT AND SERVICE OFFERINGS. We are developing a new service
capability to assist customers in improving their internal productivity and
overall cost position. This service, which we call CR$, Cost Reduction Services,
is based on applying LEAN principles and practices in our customers' work
environment. To date, we have worked with manufacturers, assemblers and
contractors with large service operations to enhance supply chain operations and
logistics. Our work on productivity projects, in cooperation with our customers,
significantly increases the breadth of products that can be supplied and creates
fee-for-service opportunities in kitting, assembly and warehouse operations. We
continue to build on our demonstrated ability to introduce new products and
services to meet existing customer demands and capitalize on new market
opportunities. For example, we have the platform to sell integrated lighting
control and power distribution equipment in a single package for multi-site
specialty retailers, restaurant chains and department stores. These are strong
growth markets where our national accounts strategies and logistics
infrastructure provide significant benefits for our customers.

CAPITALIZE ON OUR INFORMATION SYSTEM CAPABILITIES. We intend to utilize
our sophisticated information technology capabilities to drive targeted direct
mail marketing campaigns, improve customer profitability and enhance our working
capital productivity. Our information system provides us with detailed,
actionable information across all facets of our broad network, allowing us to
quickly and effectively identify and act on profitability- and
efficiency-related initiatives.
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EXPAND OUR INTERNATIONAL OPERATIONS. Our international sales, the majority
of which are in Canada, accounted for approximately 12% of total sales in the
nine months ended September 30, 2004. We believe that there is significant
additional demand for our products and services outside the United States and
Canada. Many of our multinational domestic customers are seeking distribution,
integrated supply and project management solutions globally. We follow our
established customers and pursue business that we believe utilizes and extends
our existing capabilities. We believe this strategy of working through
well-developed customer and supplier relationships significantly reduces risks
and provides the opportunity to establish profitable businesses. We currently
have five locations in Mexico. Additionally, our locations in Aberdeen, Scotland
and London, England support our sales efforts in Europe and the former Soviet
Union. We also have operations in Nigeria to serve West Africa and an office in
Singapore to support our operations in Asia.

OUR COMPETITIVE STRENGTHS

We believe the following strengths are central to the successful execution
of our strategy:

MARKET LEADERSHIP. Our ability to manage large construction projects and
complex multi-site plant maintenance programs and procurement projects that
require special sourcing, technical advice, logistical support and locally based
service has enabled us to establish leadership positions in our principal
markets. We have utilized these skills to generate significant revenues in
industries with intensive use of electrical and MRO products, including
electrical contracting, utilities, original equipment manufacturing, process
manufacturing and other commercial, institutional and governmental entities. We
also have extended our position within these industries to expand our customer
base.

VALUE-ADDED SERVICES. We are a leader in providing a wide range of
services and procurement solutions that draw on our product knowledge, supply
and logistics expertise and systems capabilities, enabling our customers to
reduce supply chain costs and improve efficiency. These programs include:

- National Accounts —-—- We coordinate product supply and materials
management activities for MRO supplies, project needs and direct material
for national and regional customers with multiple locations who seek
purchasing leverage through a single electrical products provider;
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— Integrated Supply -- We design and implement programs that enable our
customers to significantly reduce the number of MRO suppliers they use
through services that include highly automated, proprietary electronic
procurement and inventory replenishment systems and on-site materials
management and logistics services; and

— Construction National Accounts -- We have a dedicated team of experienced
construction sales management personnel to service the needs of the
regional and national contractors. Top engineering and construction firms
which specialize in major projects such as airport expansions, power
plants and oil and gas facilities are also a focus group for our national
accounts program where we can continue to leverage our expertise.

BROAD PRODUCT OFFERING. We provide our customers with a broad product
selection consisting of over 1,000,000 electrical, industrial and data
communications products sourced from over 24,000 suppliers. Our broad product
offering enables us to meet virtually all of a customer's electrical product and
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MRO requirements.

EXTENSIVE DISTRIBUTION NETWORK. Our distribution network consists of
approximately 350 branches and five distribution centers located in 48 states,
nine Canadian provinces, Mexico, the United Kingdom, Singapore, Puerto Rico,
Nigeria and Guam. This extensive network, which would be extremely difficult and
expensive to duplicate, allows us to:

- maintain local sourcing of customer service, technical support and sales
coverage;

- tailor branch products and services to local customer needs;

— offer multi-site distribution capabilities to large customers and
national accounts; and

— provide same-day deliveries.

LOW COST OPERATOR. Our competitive position has been enhanced by our low
cost position, which is based on:

- extensive use of automation and technology;

— centralization of functions such as purchasing, accounting and
information systemns;

- strategically located distribution centers;
— purchasing economies of scale; and

— incentive programs that increase productivity and encourage
entrepreneurship.

As a result of these factors, we believe that we have one of the lowest
operating costs in our industry. Our selling, general and administrative
expenses as a percentage of revenues for the nine months ended September 30,
2004 decreased to 14.6%, which is significantly below our peer group average,
according to the National Association of Electrical Distributors. Our low cost
position enables us to generate a significant amount of net cash flow, as the
amount of capital investment required to maintain our business is relatively
low. Consequently, more of the cash we generate is available for debt reduction,
continued investment in the growth of our business and strategic acquisitions.

In addition to being a low cost operator in the industry, we realize
significant operating leverage in our business. As a result of our productivity
initiatives and operating leverage, we realized operating profit pull-through of
63% for the nine months ended September 30, 2004 compared to the same period in
2003. We define operating profit pull-through as incremental (measured against
the same period in the prior year) operating profit divided by incremental gross
profit and view this metric as a key measure of our operating efficiency.

sS-5

THE OFFERING

Shares of common stock offered
by WESCO International........ 4,000,000 shares

Shares of common stock offered
by the selling stockholders... 6,000,000 shares
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Shares of common stock
outstanding after this
offering...... ... 46,114,320 shares (1)

Use of proceeds........cvvnn We estimate that our net proceeds from this
offering will be approximately $107.5 million
based on an assumed initial price to public of
$28.26 per share. We intend to use our net
proceeds to repay a portion of our outstanding
9 1/8% senior subordinated notes due 2008
through redemption or repurchase. Pending use,
we may invest our net proceeds in short-term
investment grade securities.

We will not receive any proceeds from the sale
of common stock by the selling stockholders.

Risk FactorsS.......vevveuene... See "Risk Factors" beginning on page S-9 of
this prospectus supplement and on page 3 of the
accompanying prospectus for a discussion of
factors you should consider before buying
shares of our common stock.

New York Stock Exchange
1S %2 (11 o T T WCC

(1) The number of shares of common stock to be outstanding after this
offering is based on the number of shares outstanding as of September
30, 2004. As of that date, we had 42,114,320 shares of common stock
outstanding, excluding:

- an aggregate of 4,067,953 shares of common stock held by us as
treasury shares;

- an aggregate of 6,643,670 shares of common stock reserved for issuance
upon exercise of outstanding options, at a weighted average exercise
price of $8.34 per share;

- an aggregate of 880,500 shares of common stock reserved for issuance
upon payment with respect to outstanding stock appreciation rights, at
a weighted average exercise price of $24.02 per share; and

- an aggregate of 5,967,419 shares of common stock available for future
issuance under our equity compensation plans.
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SUMMARY CONSOLIDATED FINANCIAL DATA

The table below sets forth certain of our consolidated financial data as of
and for each of the periods indicated. The financial information for the years
ended December 31, 2001, 2002 and 2003, and as of December 31, 2001, 2002 and
2003, is derived from our audited consolidated financial statements, which
(other than the financial information as of December 31, 2001) are incorporated
by reference into this prospectus supplement and the accompanying prospectus.
The consolidated financial information as of and for the nine-month periods
ended September 30, 2004 and 2003 is derived from our unaudited consolidated
financial statements. In our opinion, such unaudited consolidated financial
statements include all adjustments (consisting of normal recurring adjustments)
necessary for a fair presentation of the financial data for such periods. The
results for the nine months ended September 30, 2004 are not necessarily
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indicative of the results to be achieved for the year ending December 31, 2004
or for any other future period.

The data below should be read in conjunction with "Capitalization" on page
S-14 of this prospectus supplement and "Management's Discussion and Analysis of
Financial Condition and Results of Operations" and our consolidated financial
statements, including the notes thereto incorporated by reference in this
prospectus supplement and the accompanying prospectus.

NINE MONTHS ENDED
YEAR ENDED DECEMBER 31, SEPTEMBER 30,

(UNAUDITED)
(IN MILLIONS, EXCEPT SHARE AND PER SHARE DATA)

INCOME STATEMENT DATA:

Net sales....c.iiiiiiiiiinnnn.. S 3,658.0 S 3,325.8 S 3,286.8 S 2,436.6 S 2,7
Gross profit........ ... i 643.5 590.8 610.1 450.0 5
Selling, general and

administrative expenses....... 517.2 494 .4 501.5 373.2 4
Depreciation and

amortization(l) ...veviveeenn.. 31.0 19.8 22.5 15.4
Income from operations.......... 95.3 76.6 86.1 61.4 1
Interest expense, net........... 45.1 43.0 42.3 32.1
Loss on debt extinguishment (2) .. —— 1.1 0.2 0.2
Other expenses.......c.cevveeee... 16.9 6.6 4.5 3.4
Income before income taxes...... 33.3 25.9 39.1 25.7
Provision for income taxes(3)... 13.1 2.8 9.1 5.1
Net income........iuiiimeennnnn. S 20.2 S 23.1 S 30.0 S 20.6 S

Earnings per common share

BASIC ettt ittt $ 0.45 $ 0.51 $ 0.67 $ 0.46 $
Diluted. ... .o $ 0.43 $ 0.49 $ 0.65 $ 0.44 S
Weighted average common shares
outstanding
= K o 1 44,862,087 45,033,964 44,631,459 45,117,257 41,534
Diluted. ... .o 46,901,673 46,820,093 46,349,082 46,657,523 43,602
OTHER FINANCIAL DATA:
Capital expenditures............ S 13.8 S 9.3 S 8.4 S 5.6 S
Net cash provided (used) by
operating activities.......... 161.3 20.3 35.8 (1.5)
Net cash used by investing
activities......... ... ... (69.2) (23.1) (9.2) (6.4) (
Net cash (used) provided by
financing activities.......... (38.0) (49.9) (22.3) 15.1 (
S=7
AS OF DECEMBER 31, AS OF SEPTEMBER 30
2001 2002 2003 2003 2004
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(UNAUDITED)
(IN MILLIONS)

BALANCE SHEET DATA:
Total assetsS.. i ieneennnnn $ 1,170.8 $ 1,019.5 S 1,161.2 S 1,153.5 S 1,2
Total long-term debt (including

current portion).............. 452.0 418.0 422.2 432.6 4
Long-term obligations(4)........ —= —= 53.0 15.0
Stockholders' equity............ 144.7 169.3 167.7 195.7 2

(1) Effective for 2002, we adopted SFAS No. 142, "Goodwill and Other Intangible

Assets", as described in Note 4 to the consolidated financial statements
incorporated by reference in this prospectus supplement and accompanying
prospectus.

(2) Represents charges relating to the write-off of unamortized debt issuance
and other costs associated with the early extinguishment of debt.

(3) Benefits of $2.6 million and $5.3 million in 2003 and 2002, respectively,
from the resolution of prior year tax contingencies resulted in unusually
low provisions for income taxes for those years.

(4) Includes amounts due under earnout agreements for past acquisitions not
otherwise reflected in total long-term debt.
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RISK FACTORS

An investment in our common stock involves risks. In deciding whether to
invest in our common stock, you should carefully consider the following risk
factors and the other information included or incorporated by reference in this
prospectus supplement and the accompanying prospectus. The risks described below
and in the accompanying prospectus are not the only ones we face. Additional
risks and uncertainties that we are unaware of, or that we currently deem
immaterial, also may become important factors that affect us. If any of these
risks occurs, our business and financial results could be materially adversely
affected. In that case, the trading price of our common stock could decline, and
you could lose all or part of your investment.

OUR SUBSTANTIAL AMOUNT OF DEBT REQUIRES SIGNIFICANT DEBT SERVICE OBLIGATIONS
THAT COULD ADVERSELY AFFECT OUR ABILITY TO FULFILL OUR OBLIGATIONS, LIMIT OUR
GROWTH AND IMPOSE RESTRICTIONS ON OUR BUSINESS.

We are significantly leveraged. As of September 30, 2004, we had $427.6
million of consolidated indebtedness, including $327.9 million in principal
amount of 9 1/8% senior subordinated notes due 2008, and stockholders' equity of
$228.2 million. We and our subsidiaries may incur additional indebtedness in the
future, subject to certain limitations contained in the instruments governing
our indebtedness. Accordingly, we will have significant debt service
obligations. These amounts exclude our accounts receivable securitization
program, through which we may sell up to $325.0 million of our accounts
receivable to a third party conduit and remove these receivables and the
associated debt from our consolidated balance sheet.

Our debt service obligations have important consequences, including but not
limited to the following:

10
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- a substantial portion of cash flow from our operations will be dedicated
to the payment of principal and interest on our indebtedness, thereby
reducing the funds available for operations, future business
opportunities and acquisitions and other purposes and increasing our
vulnerability to adverse general economic and industry conditions;

— our ability to obtain additional financing in the future may be limited;

- as a result of our interest rate swap agreements, approximately $100.0
million of our fixed rate indebtedness has been effectively converted to
variable rates of interest, which will make us vulnerable to increases in
interest rates;

- we are substantially more leveraged than certain of our competitors,
which might place us at a competitive disadvantage; and

- we may be hindered in our ability to adjust rapidly to changing market
conditions.

Our ability to make scheduled payments of the principal of, or to pay
interest on, or to refinance our indebtedness and to make scheduled payments
under our operating leases or to fund planned capital expenditures or finance
acquisitions will depend on our future performance, which to a certain extent is
subject to economic, financial, competitive and other factors beyond our
control. There can be no assurance that our business will continue to generate
sufficient cash flow from operations in the future to service our debt, make
necessary capital expenditures or meet other cash needs. If unable to do so, we
may be required to refinance all or a portion of our existing debt, to sell
assets or to obtain additional financing.

A $190.0 million portion of the purchase commitments under our receivables
facility requires an annual renewal of its terms. That portion of the
arrangement expires on August 30, 2005. The remaining $135.0 million portion of
the purchase commitments under the facility has a three-year term expiring on
August 29, 2007. There can be no assurance that available funding or that any
sale of assets or additional financing would be possible in amounts and on terms
favorable to us.

Over the next three years from September 30, 2004, we are obligated to pay
approximately $55.4 million relating to earnout agreements associated with past
acquisitions, of which $50.0 million is represented by a note payable which is
included in our consolidated indebtedness as of September 30, 2004. Another
acquisition agreement also contains contingent consideration provisions of up to
$20.0 million.

RESTRICTIVE DEBT COVENANTS CONTAINED IN OUR REVOLVING CREDIT FACILITY AND THE
INDENTURE UNDER WHICH OUR SENIOR SUBORDINATED NOTES WERE ISSUED MAY LIMIT OUR
ABILITY TO TAKE CERTAIN ACTIONS.

The revolving credit facility and the indenture under which our senior
subordinated notes were issued contain financial and operating covenants that
limit the discretion of our management, under certain circumstances, with
respect to certain business matters including incurring additional indebtedness
and paying dividends. The revolving credit facility also requires us to meet
certain fixed charge tests depending on credit line availability. Our ability to
comply with these and other provisions of the revolving credit facility and the
indenture may be affected by changes in economic or business conditions or other
events beyond our control. A failure to comply with the obligations contained in

11
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the revolving credit facility or the indenture could result in an event of
default under either the revolving credit facility or the indenture, which could
result in acceleration of the related debt and the acceleration of debt under
other instruments evidencing indebtedness that may contain cross-acceleration or
cross—default provisions. If the indebtedness under the revolving credit
facility were to be accelerated, there can be no assurance that our assets would
be sufficient to repay in full such indebtedness and our other indebtedness.

DOWNTURNS IN THE ELECTRICAL DISTRIBUTION INDUSTRY HAVE HAD IN THE PAST, AND MAY
IN THE FUTURE HAVE, AN ADVERSE EFFECT ON OUR SALES AND PROFITABILITY.

The electrical distribution industry is affected by changes in economic
conditions, including national, regional and local slowdowns in construction and
industrial activity, which are outside our control. Our operating results may
also be adversely affected by increases in interest rates that may lead to a
decline in economic activity, particularly in the construction market, while
simultaneously resulting in higher interest payments under the revolving credit
facility and interest rate swap agreements. In addition, during periods of
economic slowdown such as the one we recently experienced, our credit losses,
based on history, could increase. There can be no assurance that economic
slowdowns, adverse economic conditions or cyclical trends in certain customer
markets will not have a material adverse effect on our operating results and
financial condition.

AN INCREASE IN COMPETITION COULD DECREASE OUR SALES OR EARNINGS.

We operate in a highly competitive industry. We compete directly with
national, regional and local providers of electrical and other industrial MRO
supplies. Competition is primarily focused in the local service area and 1is
generally based on product line breadth, product availability, service
capabilities and price. Other sources of competition are buying groups formed by
smaller distributors to increase purchasing power and provide some cooperative
marketing capability. During 1999 and 2000, numerous special purpose
Internet-based procurement service companies, auction businesses and trade
exchanges were organized. Many of them targeted industrial MRO and contractor
customers of the type we serve. While the entrants did not have a noticeable
impact on our business, we expect that new competitors could develop over time
as Internet-based enterprises become more established and refine their service
capabilities.

Some of our existing competitors have, and new market entrants may have,
greater financial and marketing resources than we do. To the extent existing or
future competitors seek to gain or retain market share by reducing prices, we
may be required to lower our prices, thereby adversely affecting financial
results. Existing or future competitors also may seek to compete with
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us for acquisitions, which could have the effect of increasing the price and
reducing the number of suitable acquisitions. In addition, it is possible that
competitive pressures resulting from the industry trend toward consolidation
could affect growth and profit margins.

LOSS OF KEY SUPPLIERS OR LACK OF PRODUCT AVAILABILITY COULD DECREASE OUR SALES
AND EARNINGS.

Most of our agreements with suppliers are terminable by either party on 60
days' notice or less. Our ten largest suppliers in 2003 accounted for
approximately 32% of our purchases for the period. Our largest supplier in 2003
was Eaton Corporation, through its Eaton Electrical division, accounting for
approximately 13% of our purchases. The loss of, or a substantial decrease in
the availability of, products from any of our key suppliers, or the loss of key
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preferred supplier agreements, could have a material adverse effect on our
business. Supply interruptions also could arise from shortages of raw materials,
labor disputes or weather conditions affecting products or shipments,
transportation disruptions, or other reasons beyond our control. In addition,
certain of our products, such as wire and conduit, are commodity price based
products and may be subject to significant price fluctuations which are beyond
our control. An interruption of operations at any of our five distribution
centers could have a material adverse effect on the operations of branches
served by the affected distribution center. Furthermore, we cannot be certain
that particular products or product lines will be available to us, or available
in quantities sufficient to meet customer demand. Such limited product access
could put us at a competitive disadvantage.

A DISRUPTION OF OUR INFORMATION SYSTEMS COULD INCREASE EXPENSES, DECREASE OUR
SALES OR REDUCE EARNINGS.

A serious disruption of our information systems could have a material
adverse effect on our business and results of operations. Our computer systems
are an integral part of our business and growth strategies. We depend on our
information systems to process orders, manage inventory and accounts receivable
collections, purchase products, ship products to our customers on a timely
basis, maintain cost-effective operations and provide superior service to our
customers.

WE MAY BE SUBJECT TO REGULATORY SCRUTINY AND MAY SUSTAIN A LOSS OF PUBLIC
CONFIDENCE IF WE ARE UNABLE TO SATISFY REGULATORY REQUIREMENTS RELATING TO
INTERNAL CONTROLS OVER FINANCIAL REPORTING.

Section 404 of the Sarbanes-Oxley Act of 2002 requires us to perform an
evaluation of our internal controls over financial reporting and have our
auditor attest to such evaluation on an annual basis. Compliance with these
requirements has been expensive and time-consuming, and we expect that to
continue. Although no assurance can be given, we believe that we will be able to
meet the required deadlines. If we fail to timely complete this evaluation, or
if our auditors cannot timely attest to our evaluations, we may be subject to
regulatory scrutiny and a loss of public confidence in our internal controls.

OUR LARGEST STOCKHOLDER CAN EXERCISE INFLUENCE OVER OUR AFFAIRS.

Prior to this offering, The Cypress Group LLC ("Cypress") and its
affiliates hold approximately 46% of the issued and outstanding shares of our
common stock. If Cypress sells 6,000,000 shares in the offering, Cypress and its
affiliates will hold approximately 27% of the issued and outstanding shares of
our common stock assuming no exercise of the underwriters' option to purchase
additional shares and approximately 24% if the underwriters exercise their
option to purchase additional shares in full. In addition, Cypress has the right
to appoint two of the nine members of our Board of Directors. Accordingly,
Cypress and its affiliates can exercise significant influence over our affairs,
including the election of our directors, appointment of our management and
approval of actions requiring the approval of our stockholders, including the

S-11

adoption of amendments to our certificate of incorporation and approval of

mergers or sales of substantially all of our assets.

THERE IS A RISK THAT THE MARKET VALUE OF OUR COMMON STOCK MAY DECLINE.
Stock markets have experienced significant price and trading volume

fluctuations, and the market prices of companies in our industry have been

volatile. It is impossible to predict whether the price of our common stock will
rise or fall. Trading prices of our common stock will be influenced by our
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operating results and prospects and by economic, financial and other factors. In
addition, general market conditions, including the level of, and fluctuations
in, the trading prices of stocks generally, and sales of substantial amounts of
common stock by us or our largest stockholder in the market after an