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Fiscal 2008 was another record year for Logitech.

It was our tenth consecutive year of double-digit
sales growth. Our operating profit, net profit, earnings
per share and gross margin all reached new highs.
We also ended the year with $486 million in cash,
which positions us to continue to invest in our
business and to return value to our shareholders

through share repurchases.




One of the key drivers of our consistent growth has
been our ability to deliver innovative and intuitive
products that make the Digital Life more personal
and more satisfying. We see many exciting
opportunities for continued growth in the trends

that are changing how we live, work and play. In the
following pages, we examine some of the megatrends

that shape these ongoing opportunities for Logitech.




2 Logitech Annual Report 08




© Loal

share pe rformance gz

340

311

Initial investment of 100
nitial investment o 186

117

33 34 S e

—— o — " -—- -—°
00 01 02 03 04 05 06 07 08

Logitech Annual Report 08 3



To Our Shareholders, Partners and Employees

We are pleased to present our annual report for fiscal year 2008, which was another record year for
sales, profits and cash flow—and our 10th consecutive year of double-digit sales growth.

We achieved sales of $2.4 billion in FY 08 and shipped more than 165 million products around the
world. Our operating income grew by 24% year over year and our operating margin was a record 12.1%
of sales. And, despite the $52 million reduction in value of our short-term investments, we ended the
year with a record $486 million in cash.

Our continued success in FY 08 is a validation of our strategy. We continue to identify and leverage key
consumer and technology megatrends: the shift to notebook PCs, the appeal of wireless technology, the
growth in Internet communications driven by broadband adoption, the popularity of digital music and
the evolution of the digital home. To leverage these megatrends, we introduced remarkable product
innovations and transformed product categories.

Our product innovations included the Wave keyboard, designed for extreme comfort in typing; the tiny
plug-and-forget Nano-receiver for cordless mice; the elegantly designed MX Air Mouse that works on the
desk or in the air; a line of stands that raise notebooks to a new level of comfort; industry-leading optics
for webcams that enable vibrant image quality; and a new Harmony remote that is so nice to hold and
intuitive to use that you'll never want to put it down.

FY 08 was not without its challenges. Most significantly, it was a difficult year for our video business.
We struggled for much of the year, but ended on a strong note, with a return to growth in the fourth

quarter. And we took an important step to expand the video business with the acquisition of WiLife,

an easy-to-use, plug-and-play, PC-based video security solution that promises to revolutionize home
and small business security.

FY 08 also marked a record year for our OEM business. It's easy to forget that we have been in the
OEM business longer than we have been in retail, and it continues to contribute to our results in a
meaningful way.

FY 08 was also marked by numerous changes in the company. Unquestionably, the most significant
change took place in our leadership. In October we announced that Guerrino would succeed Co-founder
Daniel Borel (who remains on the Board) as Chairman and that Jerry, who joined Logitech in 2005,
would succeed Guerrino as President and CEO. The two of us enjoy a close working partnership as
Chairman and CEO, just as Guerrino and Daniel did.

But the change at the top did not end there. During FY 08 we rolled out two new important organiza-
tions: the formation of a single Product Development group headed by Junien Labrousse, a 10-year
Logitech veteran, and a Customer Experience organization, headed by company veteran David Henry,
who was also named Chief Marketing Officer. We view all these transitions and changes as essential
steps in our ongoing efforts to scale the company effectively and build our platform for future success.



The stability, strength and expertise of our leadership team and the passion among our employees

for innovation, our customers’ experience and the opportunities ahead, position your company for future
growth. We remain pleased and encouraged by the enthusiasm of our management team, our employees,
our distribution partners and our other business partners as we move forward in FY 09.

We wish to thank our dedicated Board of Directors, with special thanks to Gary Bengier, who is retiring
from our board after six years of service. And we thank you, our shareholders, as well as our employees
and partners for your support and confidence as we continue on this journey.

fzgutfé‘ pr:rgz.ea uf/éfk_, " <\!|41.=~W1“\h

Gerald P. Quindlen Guerrino De Luca
President and Chief Executive Officer Chairman of the Board




A nos actionnaires, partenaires et collaborateurs
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An unsere Aktionare, Partner und Mitarbeiter
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Nearly 9,400 people around the world, $2.4 billion in
revenue, a member of the NASDAQ-100 Index—this is
Logitech today.

We have had a unique adventure that was never anticipated
by the team that founded the company on October 2, 1981
—in a Swiss farm in Apples, a small village (our version of
the California garage). During the past 26+ years, thanks to
the talent of the people who joined us, we have become a
leader in peripherals for the PC and other platforms, build-
ing a brand recognized by millions around the world.

More than once the waters have been very rough. Yet,
each time, our dedicated people have fought as a team
and refused to give up. From the outset, we have faced

the challenges of global complexity, intense competition
and a fast-changing environment, where success is never
final. We have often reinvented ourselves. And we have
often been lucky. But mostly it has been the dedication and
the smart work of our people and our passion for innova-
tion that have enabled us to successfully surf the PC and
Internet waves. And as the digital world becomes ever more
pervasive, our future is even more promising as we position
Logitech to make the most of the new opportunities.

Hence, Fiscal Year 2008 was a perfect time to prepare our-
selves for a new era of challenge and success by transition-
ing our leadership team in a way that preserves continuity.

Ten years ago | was fortunate to hire Guerrino De Luca as
our CEO. We have enjoyed years of great successes, with
a shared dream and vision. On January 1, 2008, | was
most happy to hand over my role of Chairman to Guerrino.

| trust that Guerrino and Jerry will keep building on this
Chairman/CEO partnership model, ensuring continuity
where it makes sense, while driving change where needed.

The fundamentals are solid, and | am confident that
Logitech is destined to keep developing and growing
successfully.

| wish to thank our shareholders for your trust and support
along this journey.

| also want to deeply thank all our employees, customers
and partners around the world for your contributions to
our SUCCess.

This is just the beginning!

Yours sincerely,

Daniel Borel
Co-founder and Member of the Board



A nos actionnaires, An unsere Aktionare,
partenaires et collaborateurs Partner und Mitarbeiter
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VX Nano Mouse Surging Popularity of Notebooks Yields Ongoing Opportunity
The ultra-portable Logitech VX Nano According to Gartner DataQuest, the installed base of notebook computer users grew
Cordless Laser Mouse for Notebooks : )
simplifies life on the road. It's always five times faster in 2007 than the rate of growth of the desktop computer installed base.
ready for use, thanks to the world’s With notebooks fast becoming the form factor of choice for both mobile and at-home use,

smallest USB receiver.* we anticipate that this will continue to be a significant growth driver for Logitech.

Notebooks Don’t Come with Mice
Because notebook computers generally do not come with mice, full-sized keyboards
or other peripherals, there is a strong attachment opportunity for our products. Both
road warriors and at-home users benefit from increased comfort, ease of use and
functionality when they use Logitech products with their notebooks. Our offerings
include wireless mice, webcams, notebook stands and more. With each of these
Growth of retail sales of Logitech’s peripherals, Logitech has seized the opportunity to be a leader in innovation,
notebook-related products vs. FY 07 introducing new functionality to provide solutions to consumer pain points such as
navigation, rechargeability and connectivity. In Fiscal Year 2008, sales of our note-
book-related retail products increased by 50%, more than three times faster than the
rest of our portfolio, with a strong contribution from our high-end offering, the VX Nano
Cordless Laser Mouse for Notebooks.

Logitech’s Virtuous
Innovation Cycle:

) Sales growth
Logitech’s scale allows us to fund research

and development (R&D) in our categories at
levels beyond the majority of our competitors.
We are committed to putting the customer
experience first, believing that every good
product experience enhances the likelihood o
of future purchases. The combination of in- 2
vesting in R&D and understanding customer Innovations create Strong profitability
needs allows us to deliver innovative new demand
products, which help generate greater demand

for Logitech products. The resulting sales

growth and profitability further fuel those

investments that enable us to continue to grow

our business.

Investments in R&D

*When compared with other 27 MHz USB receivers for notebook mice commercially available as of March 1, 2007
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On the Move

People are making increasing use of wireless connectivity at home and at work. Wireless
products give users the freedom to navigate, move, communicate, listen and be produc-
tive in a variety of situations and without sacrificing comfort or functionality.

Advances in Technology Drive Market Opportunity

A combination of technological know-how and unrivaled experience developing user-
friendly personal peripherals uniquely positions Logitech to maintain leadership in wire-
less offerings. Our continued success in addressing the need for wireless peripherals
was demonstrated by double-digit sales growth for both our retail wireless keyboards/
desktops and our mice in FY 08. Our retail wireless mice sales increased by 30% over
the prior year, with a strong showing from products designed both for desktop PC users
and for notebook users.

We estimate that the penetration of wireless mice and keyboards/desktops into the PC
installed base was roughly 25% in FY 08, leaving substantial opportunity for sustained
growth in the years to come.

Evolution of Logitech RF Receiver Technology

Longhech
—
@
1999 2002 2003 2004
On the desk On the desk 1st travel-size receiver 1st storable receiver

Wave Cordless Desktop
Catch the wave with the Logitech
Wave Keyboard—the exciting new
shape of comfort. It's created for

hands just like yours.

MX Air
Browse photos, surf the Web or
listen to music—from your desk,
on the sofa or across the room.

1st plug-and-forget
Nano-receiver

H

2007

Stays plugged into
laptop’s USB port
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WilLife
The award-winning WiLife solution
leverages the power of the PC and the
Internet to offer an alternative to expensive
professional home-monitoring services.

PC Headset 960 USB
Digital, stereo, USB, over-the-head
headset with in-line volume control

QuickCam Pro for Notebooks (above)
and QuickCam Pro 9000 (right)
The lenses in both our QuickCam Pro

for Notebooks and our QuickCam Pro 9000
were designed in collaboration with

Carl Zeiss®, the global leader in camera
optics. We offer webcams for both desktop
and notebook computer models as well
as for PC and Mac computers.

14
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Stay in Touch

Today growing numbers of people worldwide with access to a high-speed connection
are using the Internet to communicate more broadly and frequently than ever before.
Our category-leading webcams, as well as our PC headsets, are well positioned to enrich
the Internet communications experience. Our video business returned to growth in late
FY 08, and we continued to deliver significant innovation in the category. For example,
in October 2007, we announced a collaborative agreement with Skype to deliver High
Quality Video, a new standard for video-calling over the Internet.

All three of our High Quality Video-certified webcams offer a Carl Zeiss® lens and
a premium autofocus system that quickly refocuses images and helps provide image-
perfect detail and clarity. With a 2-megapixel lens, built-in microphone and RightSound
and RightLight 2 Technologies, Logitech is advancing the standard for both webcam
image quality and online communications.

Plug-and-play Monitoring of the Home and Small Business

One of the key long-term growth drivers for our video business is Wilife, the acquisi-
tion we made in late 2007. We believe that WiLife's easy-to-use, plug-and-play offerings
represent a revolutionary solution to consumers’ growing quest for security solutions.
We expect WiLife to generate growing momentum in the video category.
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Mass Market Opportunity

The digital music revolution continues to march forward. People place increasing value
on the freedom to listen to their music wherever they choose. The preferred storage
platform for digital content is the personal computer (PC), which is also where people
spend significantamounts of time listening to their music. Our line of PC speakers provides
the consumer with a compelling value proposition across a broad range of price points.
We also continue to strengthen our iPod® speaker offerings, allowing people to enjoy
their music wherever they go. As one indicator of our success in providing consumers
with high-quality sound on their desk or on the go, during FY 08, our retail speaker sales
grew by 26%.

Squeezebox Technology Innovation

We are excited to see growing interest in our Squeezebox family of products. These
products allow people to listen to music stored on their PCs, or directly from the Internet,
anywhere in their homes with our easy-to-use, wireless streaming solution. Logitech’s
unique Internet service, the SqueezeNetwork, allows users with broadband Internet
access to listen to music—even when their computers are off. The ongoing penetration
of digital music, our strong product portfolio covering current and emerging product
categories, and our extensive retail shelf presence are a powerful formula for continued
success in the audio category.

Squeezebox Duet
Listen to the music you love in
any room in your home.

PureFi Anywhere
Big sound, small size. Enjoy clear
sound and maximum bass with iPod®
speakers that go where you go—around
the house or on the road.

Z Cinéma
Trying to enjoy film, TV, gaming and music
on your PC? Tired of mediocre PC audio?
The Logitech Z Cinéma advanced surround
sound system accurately reproduces dialogue,
film soundtracks, explosive gaming audio
and subtle ambient sound.

17



Harmony One
All you need to replace the multiple
remotes used in many homes

compounded annual growth in our remotes

category since we entered the category, and
still Harmony remotes have only about 2%
penetration of households in Europe and
the U.S. with digital cable or satellite TV

DiNovo Mini
Take control of your PC entertainment
with the only palm-sized, cordless
mini-keyboard optimized for the way
you get your entertainment.

18
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Taming the Complexities of the Digital Life

With home entertainment systems, digital television, game consoles, media centers and
more, it is becoming increasingly challenging to master the new technologies in our
homes. Consumers are eager to find a more intuitive way to allow everyone in the home
to manage their digital content.

We believe that one of our biggest opportunities is in the digital home. The need to use
multiple remotes to manage separate home entertainment devices is a very real pain
point for millions of consumers. We offer an elegant solution to this problem with the
one-touch simplicity of our Harmony remotes.

Remotes was our fastest-growing retail category in FY 08, with sales up 35% compared
with the prior year. We continue to grow the category in North America, and we’re build-
ing momentum in Europe. We're very pleased with the initial reception to our newest
advanced universal remote, the Harmony One, which we launched late in the fiscal year.
The combination of a strong product portfolio and consistent software improvements that
enhance the overall user experience positions us well for sustained growth in what we
expect to be our fastest-growing category in the new fiscal year.
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selected financial highlights

Fiscal Year
(in thousands of U.S. dollars, except per share amounts)

Total revenues $1,268,470 $1,482,626 $1,796,715 $2,066,569 $2,370,496
Gross margin 32.2% 34.0% 32.0% 34.3% 35.8%
Operating income 145,554 171,674 198,911 230,862 286,680
Operating margin 11.5% 11.6% 11.1% 11.2% 12.1%
Net income 132,153 149,266 181,105 229,848 231,026

Earnings per diluted share 0.67 0.77 0.92 1.20 1.23

Diluted number of shares (in millions) 200,640 198,250 198,769 190,991 187,942

Cash flow from operations 166,460 213,674 152,217 303,825 393,079
Capital expenditures 24,718 40,541 54,102 47,246 57,900

Cash and cash equivalents net 280,624 331,402 230,943 398,966 486,292
of short-term debt

Shareholders’ equity 457,080 526,149 685,176 844,524 960,044

Logitech Annual Report 08
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

The following Management’s Discussion and Analysis of Financial Condition and Results of
Operations contains forward-looking statements that involve risks and uncertainties. The Company'’s
actual results could differ materially from those anticipated in these statements as a result of certain
factors, including those set forth in our Annual Report on Form 10-K for the fiscal year 2008 filed
with the SEC, and below under the heading “Additional Financial Disclosures - Quantitative and
Qualitative Disclosure about Market Risk.”

ETINT EXINYs >

References in this Annual Report to the “Company,” “Logitech,” “we,” “our,” and “us” refer to
Logitech International S.A. and its consolidated subsidiaries.

Overview

Logitech is a world leader in peripherals for personal computers and other digital platforms, developing
and marketing innovative products in PC navigation, Internet communications, digital music, home-
entertainment control, video security, interactive gaming and wireless devices. For the PC, our products
include mice, trackballs, keyboards, gaming controllers, multimedia speakers, headsets, webcams, and
3D control devices. For digital music devices, our products include speakers and headphones. For gaming
consoles, we offer a range of controllers and other accessories. In addition, we offer wireless music solutions
for the home, advanced remote controls for home entertainment systems and a PC-based video security
solution for a home or small business.

We sell our products to a network of distributors and resellers (“retail””) and to original equipment
manufacturers (“OEMSs”). Our worldwide retail network includes wholesale distributors, consumer
electronics retailers, mass merchandisers, specialty electronics stores, computer and telecommunications
stores, value-added resellers and online merchants. Our sales to our retail channels comprise the large
majority of our revenues.

We have historically targeted peripherals for the PC platform, a market that is dynamically changing as
aresult of consumer trends toward notebooks and other mobile devices. We remain focused on strengthening
our leadership in the PC peripherals market through the introduction of products that support the continued
growth of the notebook market segment. We have also expanded into peripherals for other platforms,
including video game consoles, mobile phones, home entertainment systems and mobile entertainment and
digital music systems.

Logitech’s markets are extremely competitive and are characterized by short product life cycles,
rapidly changing technology, evolving customer demands, and aggressive promotional and pricing practices.
In order to remain competitive, we believe continued investment in product research and development is
critical to driving innovation with new and improved products and technologies. We are committed to
identifying and meeting customer needs for personal peripheral devices and believe innovation and product
quality are important to gaining market acceptance and strengthening market leadership.

Over the last several years, Logitech has expanded and improved its supply chain operations, invested
in product development and marketing, delivered innovative new products and pursued new market
opportunities. We have significantly broadened our product offerings and the markets in which we sell.
Our expansion has been primarily organic, but we have also grown as a result of a limited number of
acquisitions that expanded our business into new product categories.

In fiscal year 2008, revenues increased 15% to $2.4 billion, with significant growth in most product
categories, reflecting the strength and breadth of our product portfolio. Mice, keyboards and desktops,
Harmony remote controls and OEM sales were key growth categories, while video declined compared



with fiscal year 2007. We achieved strong gross margin improvements through our emphasis on product
innovation, supply chain efficiencies and controlling and reducing our product cost structure. Net income
was $231.0 million, which included an investment write-down of $79.8 million and a gain on sale of
investments of $27.7 million, compared with net income of $229.8 million in fiscal year 2007.

Our strategy for fiscal year 2009 remains to position Logitech as a premium supplier in our product
categories, offering affordable luxury to the consumer while continuing to compete aggressively in all
market segments, from the entry level through the high-end. Our focus will be on managing resources to
create an innovative product portfolio targeted at current and future consumer trends as well as increasing
the value of the Logitech brand from a competitive, channel partner and consumer experience perspective.
We intend to take advantage of the significant opportunities in emerging markets, while leveraging the
growth opportunities remaining in our mature markets.

In our pointing devices, keyboards and desktops product lines, we plan to continue our expansion
into the notebook arena. We also see significant opportunities for our mice and keyboards in the business
market. In the audio arena, we expect that our strong presence in the speaker category, combined with
our proposed new products, will allow us to continue to generate growth. We also plan to leverage the
opportunities provided by our streaming media product line. During fiscal year 2009, we plan to build on
the momentum achieved in our video product line in the fourth quarter of fiscal year 2008 and continue
our focus on in-store marketing, new products, and partnerships to generate a sustained return to growth.
We also expect our video security products to gain momentum throughout the next fiscal year. With the
introduction of new gaming products for popular console game titles like the Gran Turismo 5, we expect to
return to growth in the gaming product line as well. In our Harmony remote control product line, we will
continue to focus on improving every aspect of the user experience to increase our already high level of
customer satisfaction and expand the universe of Harmony users. To support our planned growth, we intend
to continue to scale our processes to handle the increased complexity of our product lines and improve the
product life cycle management process. We also plan to continue managing our operating expenses in line
with our gross profit growth for the year.

Critical Accounting Estimates

The preparation of financial statements and related disclosures in conformity with generally accepted
accounting principles in the United States of America (“U.S. GAAP”) requires the Company to make
judgments, estimates and assumptions that affect reported amounts of assets, liabilities, net sales and
expenses, and the disclosure of contingent assets and liabilities.

We consider an accounting estimate critical if it: (i) requires management to make judgments and
estimates about matters that are inherently uncertain; and (ii) is important to an understanding of Logitech’s
financial condition and operating results.

We base our estimates on historical experience and on various other assumptions we believe to be
reasonable under the circumstances. Although these estimates are based on management’s best knowledge
of current events and actions that may impact the Company in the future, actual results could differ from
those estimates. Management has discussed the development, selection and disclosure of these critical
accounting estimates with the Audit Committee of the Board of Directors.

We believe the following accounting estimates are most critical to our business operations and to
an understanding of our financial condition and results of operations, and reflect the more significant
judgments and estimates used in the preparation of our consolidated financial statements.




Accruals for Customer Programs

We record accruals for product returns, cooperative marketing arrangements, customer incentive
programs and price protection. The estimated cost of these programs is accrued in the period the Company
sells the product or commits to the program as a reduction of revenue or as an operating expense, if we
receive a separately identifiable benefit from the customer and can reasonably estimate the fair value of
that benefit. Significant management judgment and estimates must be used to determine the cost of these
programs in any accounting period.

Returns. The Company grants limited rights to return product. Return rights vary by customer, and
range from just the right to return defective product to the right to return a limited percentage of the
previous quarter’s purchases. Estimates of expected future product returns are recognized at the time of
sale based on analyses of historical return trends by customer and by product, inventories owned by and
located at distributors and retailers, current customer demand, current operating conditions, and other
relevant customer and product information, such as stage of product life-cycle. Return trends are influenced
by the timing of the sale, the type of customer, operational policies and procedures, product sell-through,
product quality issues, sales levels, market acceptance of products, competitive pressures, new product
introductions, product life cycle status, and other factors. Return rates can fluctuate over time, but are
sufficiently predictable to allow us to estimate expected future product returns.

Cooperative Marketing Arrangements. The Company’s cooperative marketing arrangements include
contractual customer marketing and sales incentive programs. We enter into customer marketing programs
with most of our distribution and retail customers allowing customers to receive a credit equal to a set
percentage of their purchases of the Company’s products for various marketing programs. The objective of
these programs is to encourage advertising and promotional events to increase sales of our products. Accruals
for the estimated costs of these marketing programs are recorded based on the contractual percentage of
product purchased in the period we recognize revenue. The Company also offers rebates and discounts for
certain types of sell-through programs. Accruals for these sales incentive programs are recorded at the time
of sale based on negotiated terms, historical experience and inventory levels in the channel.

Customer Incentive Programs. Customer incentive programs include volume and consumer rebates.
We offer volume rebates to our distribution and retail customers related to purchase volumes or sales of
specific products by distributors to specified retailers. Reserves for volume rebates are recognized as a
reduction of the sale price at the time of sale. Estimates of required reserves are determined based on
negotiated terms, consideration of historical experience, anticipated volume of future purchases, and
inventory levels in the channel. Consumer rebates are offered from time to time at the Company’s discretion
directly to end-users. Estimated costs of consumer rebates and similar incentives are recorded at the time
the incentive is offered, based on the specific terms and conditions. Certain incentive programs, including
consumer rebates, require management to estimate the number of customers who will actually redeem the
incentive based on historical experience and the specific terms and conditions of particular programs.

Price Protection. We have contractual agreements with certain of our customers that contain terms
allowing price protection credits to be issued in the event of a subsequent price reduction (contractual price
protection). Our decision to make price reductions is influenced by channel inventory levels, product life
cycle stage, market acceptance of products, the competitive environment, new product introductions and
other factors. Credits are issued for units that customers have on hand or in transit at the date of the price
reduction. Reserves for the estimated amounts to be reimbursed to qualifying customers are established
quarterly based on planned price reductions, analyses of qualified inventories on hand with distributors and
retailers and historical trends by customer and by product.



We regularly evaluate the adequacy of our accruals for product returns, cooperative marketing
arrangements, customer incentive programs and price protection. Future market conditions and product
transitions may require the Company to take action to increase such programs. In addition, when the
variables used to estimate these costs change, or if actual costs differ significantly from the estimates, we
would be required to record incremental reductions to revenue or increase operating expenses. If, at any
future time, the Company becomes unable to reasonably estimate these costs, recognition of revenue might
be deferred until products are sold to end-users, which would adversely impact revenue in the period of
transition.

Short-term Investments

We have short-term investments that are primarily auction rate securities and are classified as
available-for-sale as of March 31, 2008. Auction rate securities generally have maturity dates greater than
10 years, with interest rates that typically reset through an auction every 28 days. The Company’s short-
term investments are reported at estimated fair value. The fair value of short-term investments is estimated
based on quoted market prices, if available, or by estimating the values of the underlying collateral using
published mortgage indices or interest rate spreads for comparably-rated collateral and applying discounted
cash flow or option pricing methods to the estimated collateral value. The markets for the auction rate
securities we hold as of March 31, 2008 have failed since August 2007, and due to continuing dislocations
in the worldwide credit markets, are not expected to resume in the foreseeable future, if at all. As a result,
the Company has valued the remaining $3.9 million in short-term investments in its portfolio as of March
31, 2008 solely by pricing the underlying collateral using published mortgage indices or interest rate spreads
for comparably-rated collateral pools and applying discounted cash flow or option pricing methods to the
estimated collateral value.

Allowance for Doubtful Accounts

We sell our products through a worldwide network of distributors, retailers and OEM customers.
Logitech generally does not require any collateral from its customers. However, we seek to control our
credit risk through ongoing credit evaluations of our customers’ financial condition.

We regularly evaluate the collectibility of our accounts receivable and maintain allowances for
doubtful accounts. The allowances are based on management’s assessment of the collectibility of specific
customer accounts, including their credit worthiness and financial condition, as well as the Company’s
historical experience with bad debts and customer deductions, receivables aging, current economic trends
and geographic or country-specific risks and the financial condition of its distribution channel.

As of March 31, 2008, two customers each represented 15% of total accounts receivable. The
customers comprising the ten highest outstanding trade receivable balances accounted for approximately
53% of total accounts receivable as of March 31, 2008. A deterioration of a significant customer’s financial
condition could cause actual write-offs to be materially different from the estimated allowance. If any of
these customers’ receivable balances should be deemed uncollectible or if actual write-offs are higher than
historical experience, we would have to make adjustments to our allowance for doubtful accounts, which
could result in an increase in the Company’s operating expenses.

Inventory Valuation

The Company must order components for its products and build inventory in advance of customer
orders. Further, our industry is characterized by rapid technological change, short-term customer
commitments and rapid changes in demand.




We record inventories at the lower of cost or market value and record write-downs of inventories
which are obsolete or in excess of anticipated demand or market value. A review of inventory is performed
each fiscal quarter that considers factors including the marketability and product life cycle stage, product
development plans, component cost trends, demand forecasts and current sales levels. We identify inventory
exposures by comparing inventory on hand, in the channel and on order to historical and forecasted sales
over six month periods. Inventory on hand which is not expected to be sold or utilized based on review of
forecasted sales and utilization is considered excess, and we recognize the write-off in cost of sales at the
time of such determination. At the time of loss recognition, a new, lower-cost basis for that inventory is
established and subsequent changes in facts and circumstances would not result in an increase in the cost
basis. If there were an abrupt and substantial decline in demand for Logitech’s products or an unanticipated
change in technological or customer requirements, we may be required to record additional write-downs
which could adversely affect gross margins in the period when the write-downs are recorded.

Share-Based Compensation Expense

We adopted the fair value recognition provisions of Statement of Financial Accounting Standards
No. 123 (revised 2004), “Share-Based Payments” (“SFAS 123R”), effective April 1, 2006, using the
modified prospective transition method. Therefore, results for periods prior to April 1, 2006 have not been
restated to include share-based compensation expense calculated in accordance with SFAS 123R. Share-
based compensation expense for fiscal years 2007 and 2008 includes compensation expense, reduced for
estimated forfeitures, for awards granted after April 1, 2006 based on the grant-date fair value estimated
using the Black-Scholes-Merton option-pricing valuation model, recognized on a straight-line basis over
the service period of the award. For share-based compensation awards granted prior to but not yet vested as
of April 1, 2006, share-based compensation expense for fiscal years 2007 and 2008 was based on the grant-
date fair value estimated using the Black-Scholes-Merton option-pricing valuation model and reduced for
estimated forfeitures recognized on a straight-line basis over the service period for each separately vesting
portion of the award. See Note 12-Employee Benefit Plans in the Notes to the Consolidated Financial
Statements for further discussion of share-based compensation.

Our estimates of share-based compensation expense require a number of complex and subjective
assumptions including our stock price volatility, employee exercise patterns, future forfeitures, dividend
yield, related tax effects and the selection of an appropriate fair value model. We estimate expected share
price volatility based on historical volatility using daily prices over the term of past options or purchase
offerings, as we consider historical share price volatility as most representative of future stock option
volatility. We estimate expected life based on historical settlement rates, which we believe are most
representative of future exercise and post-vesting termination behaviors. We use historical data to estimate
pre-vesting option forfeitures, and we record share-based compensation expense only for those awards
that are expected to vest. The dividend yield assumption is based on the Company’s history and future
expectations of dividend payouts.

The assumptions used in calculating the fair value of share-based compensation expense and related
tax effects represent management’s best estimates, but these estimates involve inherent uncertainties and
the application of management judgment. As aresult, if factors change and we use different assumptions, or
if we decide to use a different valuation model, our share-based compensation expense could be materially
different in the future from what we have recorded in the current period, which could materially affect our
results of operations.



Accounting for Income Taxes

Logitech operates in multiple jurisdictions and its profits are taxed pursuant to the tax laws of these
jurisdictions. The Company’s effective tax rate may be affected by the changes in or interpretations of tax
laws in any given jurisdiction, utilization of net operating loss and tax credit carryforwards, changes in
geographical mix of income and expense, and changes in management’s assessment of matters such as the
ability to realize deferred tax assets. As a result of these considerations, we must estimate income taxes
in each of the jurisdictions in which we operate. This process involves estimating current tax exposure
together with assessing temporary differences resulting from different treatment of items for tax and
accounting purposes. These differences result in deferred tax assets and liabilities, which are included in
the consolidated balance sheet.

We assess the likelihood that our deferred tax assets will be recovered from future taxable income,
considering all available evidence such as historical levels of income, expectations and risks associated with
estimates of future taxable income and ongoing prudent and feasible tax strategies. We believe it is more
likely than not that such assets will be realized; however, ultimate realization could be negatively impacted
by market conditions and other variables not known or anticipated at this time. In the event we determine
that we would not be able to realize all or part of our deferred tax assets, an adjustment would be charged
to earnings in the period such determination is made. Likewise, if we later determine that it is more likely
than not that the deferred tax assets would be realized, the previously provided valuation allowance would
be reversed.

We adopted Financial Accounting Standards Board (“FASB”) Interpretation No. 48, Accounting for
Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109 (“FIN 48”) as of April 1,
2007, as required. The implementation of the provisions of FIN 48 requires us to make certain estimates
and judgments about the application of tax law, the expected resolution of uncertain tax positions and other
matters. In the event that uncertain tax positions are resolved for amounts different than our estimates, or the
related statutes of limitations expire without the assessment of additional income taxes, we will be required
to adjust the amounts of the related assets and liabilities in the period in which such events occur. Such
adjustments may have a material impact on our income tax provision and our results of operations. Note 13
of the consolidated financial statements describes FIN 48 and the effects on our results of operations and
financial position arising from its adoption.

Valuation of Long-Lived Assets

We review long-lived assets, such as investments, property, plant and equipment, and goodwill and
other intangible assets for impairment whenever events indicate that the carrying amount of these assets
might not be recoverable. Factors considered important which could require us to review an asset for
impairment include the following:

. significant underperformance relative to historical or projected future operating results;

. significant changes in the manner of use of the assets or the strategy for the Company’s overall
business;

. significant negative industry or economic trends;
. significant decline in the Company’s stock price for a sustained period; and

. market capitalization relative to net book value.




Recoverability of investments, property, plant and equipment, and other intangible assets is measured
by comparing the projected undiscounted cash flows the asset is expected to generate with its carrying
amount. If an asset is considered impaired, the impairment to be recognized is measured by the excess of
the carrying amount of the asset over its fair value.

We evaluate goodwill for impairment on an annual basis and whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable from our estimated future cash
flows. Recoverability of goodwill is measured at the reporting unit level by comparing the reporting unit’s
carrying amount, including goodwill, to the fair value of the reporting unit. If the carrying amount of
the reporting unit exceeds its fair value, goodwill is considered impaired, and a second test is performed
to measure the amount of impairment loss. While the Company has fully integrated all of its acquired
companies, it continues to maintain discrete financial information for 3Dconnexion and accordingly
determines impairment for the goodwill acquired with the 3Dconnexion acquisition at the entity level. All
other acquired goodwill is evaluated for impairment at a total enterprise level.

In determining fair value, we consider various factors including estimates of future market growth
and trends, forecasted revenue and costs, expected periods over which our assets will be utilized, and other
variables. We calculate the Company’s fair value based on the present value of projected cash flows using a
discount rate determined by management to be commensurate to the risk inherent in the Company’s current
business model. To date, we have not recognized any impairment of goodwill. Logitech bases its fair value
estimates on assumptions it believes to be reasonable, but which are inherently uncertain.

Recent Accounting Pronouncements

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, “Fair
Value Measurements” (“SFAS 1577). SFAS 157 defines fair value, establishes a framework for measuring
fair value under generally accepted accounting principles, and expands disclosures about fair value
measurements. SFAS 157 affects other accounting pronouncements that require or permit fair value
measurements where the FASB has previously concluded that fair value is the relevant measurement
attribute. SFAS 157 does not require any new fair value measurements, but may change current practice in
some instances. SFAS 157 is effective for fiscal years beginning after November 15, 2007. We will adopt
SFAS 157 in the first quarter of fiscal year 2009. In February 2008, the FASB issued FASB Staff Position
No. 157-2, “Effective Date of FASB Statement No. 157 (“FSP 157-2”). FSP 157-2 permits a one-year
deferral in applying the measurement provisions of SFAS 157 to non-financial assets and non-financial
liabilities that are not recognized or disclosed at fair value in an entity’s financial statements on a recurring
basis (at least annually). We are currently evaluating the impact that SFAS 157 and FSP 157-2 will have on
the Company’s consolidated financial statements and disclosures.

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, “The
Fair Value Option for Financial Assets and Financial Liabilities—including an amendment of FAS 115~
(“SFAS 159”) which permits entities to choose to measure many financial instruments and certain other
items at fair value at specified election dates. Unrealized gains and losses on items for which the fair value
option has been elected shall be reported in earnings at each subsequent reporting date. SFAS 159 also
establishes presentation and disclosure requirements. SFAS 159 is effective for fiscal years beginning after
November 15, 2007 and would be applied in the first quarter of fiscal year 2009. The Company is evaluating
which eligible items might be measured at fair value, and what the financial statement and disclosure
impact would be.

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 141 (revised
2007), Business Combinations (“SFAS 141R”). SFAS 141R will significantly change the accounting
for business combinations in a number of areas including the treatment of contingent consideration,
contingencies, acquisition costs, in-process research and development and restructuring costs. In addition,



under SFAS 141R, changes in deferred tax asset valuation allowances and acquired income tax uncertainties
in a business combination after the measurement period will impact income taxes. SFAS 141R is effective
for fiscal years beginning after December 15, 2008 and, as such, we will adopt this standard for any future
acquisitions beginning in fiscal year 2010.

In March 2008, the FASB issued Statement of Financial Accounting Standards No. 161, “Disclosures
about Derivative Instruments and Hedging Activities — an amendment of FASB Statement No. 133”
(“SFAS 1617). This Statement requires enhanced disclosures about an entity’s derivative and hedging
activities. SFAS 161 is effective for financial statements issued for fiscal years beginning after
November 15, 2008 and interim periods within those fiscal years. We will adopt SFAS 161 in the first
quarter of fiscal year 2010, and we are evaluating the disclosure impact.

Results of Operations
Year Ended March 31, 2008 Compared with Year Ended March 31, 2007
Net Sales

Net sales by channel and product family for fiscal years 2008 and 2007 were as follows (in thousands):

2008 2007 Change %
Net sales by channel:
Retail ........................ $2,067,288  $1,844,395 12%
OEM ........ ... ... . 303,208 222,174 36%
Total netsales ............. $2,370,496  $2,066,569 15%
Net sales by product family:
Retail - Pointing Devices ........ $ 622,074 $ 508,449 22%
Retail - Keyboards & Desktops . .. 458,434 372,266 23%
Retail - Audio ................. 478,455 408,314 17%
Retail - Video ................. 238,728 314,514 (24%)
Retail - Gaming .. .............. 146,016 149,113 (2%)
Retail - Remotes ............... 123,581 91,739 35%
OEM ......... ... 303,208 222,174 36%
Total netsales. ............. $2,370,496  $2,066,569 15%

Logitech’s Pointing Devices product family includes the Company’s mice, trackballs and other
pointing devices. Keyboards and desktops include cordless and corded keyboards and desktops. Audio
includes speakers and headset products for the PC, the home, and mobile entertainment platforms and
wireless music systems; video is comprised of PC webcams and WiLife video security monitoring systems;
gaming includes console and PC gaming peripherals; and remotes is comprised of the Company’s advanced
remote controls.

Retail sales growth in fiscal year 2008 was primarily attributable to strong contributions from
pointing devices, keyboards, desktops, audio products and remotes. OEM sales were higher as a result of
strong sales of gaming peripherals, keyboards and desktops. We achieved strong sales growth in spite of a
highly promotional market that resulted in higher consumer rebates as compared with the prior fiscal year.
Approximately 54% of the Company’s sales were denominated in currencies other than the U.S. dollar in
fiscal year 2008. Net sales growth benefited from the strengthening of the Euro during fiscal year 2008;



however this benefit does not consider the impact that currency fluctuations had on our pricing strategy,
which may result in selling prices in one currency being raised or lowered to avoid disparity with U.S. dollar
prices and to respond to currency-driven competitive pricing actions.

Retail Pointing Devices. Sales of our pointing devices increased 22% and units increased 14% during
fiscal year 2008 compared with fiscal year 2007. The growth was led by sales of our cordless mice which
increased 30% during the year, with units increasing 40%. Our new VX Nano Cordless Laser Mouse for
notebooks, our V220 Cordless Optical Mouse for notebooks and our V320 Cordless Mouse for notebooks
were the primary contributors to the sales growth during the year.

Retail Keyboards and Desktops. Sales of keyboards and desktops increased 23% and units increased
17% during fiscal year 2008 compared with the prior fiscal year, primarily due to strong contributions from
our new Cordless Desktop Wave and our MX 3200 Laser Cordless Desktop in our high-end category and
the Cordless Desktop EX 90 in our value segment. Our notebooks stands also continued to contribute to
our growth in this category.

Retail Audio. Our retail audio sales increased 17% in dollars and 2% in units in fiscal year 2008
compared with the prior year. The growth was primarily from sales of PC speakers, which increased 38%
with unit growth of 26%, driven by sales of our Z-5500 Digital speakers and our X-240 and Z-2300 speakers.
Sales of our Pure-Fi Anywhere speakers in the digital music category also contributed to the sales of our
audio products.

Retail Video. The Company’s video sales in dollars and units decreased 24% in fiscal year 2008
compared with fiscal year 2007, primarily due to slower than expected consumer demand in the webcam
market, particularly in our EMEA region, where video sales decreased 40% as compared with the prior
fiscal year. The decline in video sales in comparison with the prior year began in the fourth quarter of fiscal
year 2007.

Retail Gaming. Sales of retail gaming peripherals in fiscal year 2008 decreased 2% and units
decreased 17% compared with the prior fiscal year. PC gaming sales increased 3%, primarily driven by
sales of our G15 Gaming Keyboard and our G25 Racing Wheel. Console gaming sales decreased 13% and
units decreased 28% as compared with the prior fiscal year, due to a decline in sales related to peripherals
for prior generation consoles, particularly the PlayStation 2. Sales of our cordless controllers for PlayStation
3 did not offset the decline in prior generation consoles.

Retail Remotes. Remote control sales in fiscal year 2008 increased 35% and units increased 20% as
compared with fiscal year 2007. The growth was primarily attributable to sales of our new Harmony One
and our Harmony 1000 remote controls.

Retail Regional Performance. The Company’s Americas and Asia Pacific regions achieved double-
digit retail sales growth of 12% and 32% and unit growth of 8% and 13% compared with the prior fiscal
year. Growth in the Americas region was driven by solid contributions from sales of pointing devices,
remotes, keyboards and desktops. In the Asia Pacific region, all product lines except video achieved double-
digit retail sales growth. Retail sales in the EMEA region increased 8% and units increased 2%, led by sales
of remotes, audio products, pointing devices, keyboards and desktops. Sales in the EMEA region have been
disproportionately impacted by the decline in video sales, which decreased 40% compared with the prior
fiscal year. Modest sales growth in the EMEA region has hindered the Company’s overall sales growth for
each of the four quarters of fiscal year 2008. The disparity between sales growth and unit growth in all
regions was primarily due to product mix and currency fluctuations. In particular, the strengthening of the
Euro in fiscal year 2008 positively impacted the sales growth in the EMEA region; however this benefit
does not consider the impact that currency fluctuations have on the Company’s pricing strategy, which may
result in selling prices in one currency being raised or lowered to avoid disparity with U.S. dollar prices and
to respond to currency-driven competitive pricing actions.
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OEM. Our OEM products achieved 36% sales growth and 12% unit growth during fiscal year 2008
compared with fiscal year 2007. OEM sales of gaming peripherals increased significantly, driven by
microphones for singing games for PlayStation 3, Wii and Xbox 360. The Company does not expect sales of
microphones for singing games to be a primary driver of OEM sales growth in the future. Keyboards and
desktops also made a strong contribution to our OEM sales growth in fiscal year 2008.

Gross Profit

Gross profit for fiscal years 2008 and 2007 was as follows (in thousands):

2008 2007 Change %
Netsales .............ooiiia... $2,370,496 $2,066,569 15%
Costofgoodssold .................. 1,521,378 1,357,044 12%
Grossprofit. ....................... $ 849,118 $ 709,525 20%
Grossmargin . ..............ae... 35.8% 34.3%

Gross profit consists of net sales, less cost of goods sold which includes materials, direct labor and
related overhead costs, costs of manufacturing facilities, costs of purchasing components from outside
suppliers, distribution costs and write-down of inventories.

Gross profit increased 20% in fiscal year 2008 compared with the prior fiscal year. The growth
resulted from an increase in sales combined with higher margins associated with our newly launched
products. Gross margin improvements were achieved primarily on cordless mice, cordless keyboards, PC
speakers and console gaming peripherals. In addition, we continued to make an effort to reduce product
costs and increase supply chain efficiencies during fiscal year 2008.

Operating Expenses

Operating expenses for fiscal years 2008 and 2007 were as follows (in thousands):

2008 2007 Change %

Marketing and selling ............... $324,451 $ 272,264 19%
% ofnetsales ................. 13.7% 13.2%

Research and development ........... 124,544 108,256 15%
% ofnetsales ................. 5.3% 5.2%

General and administrative .......... 113,443 98,143 16%
% ofnetsales ................. 4.8% 4.7%

Total operating expenses ............ $562,438 $ 478,663 18%

Marketing and Selling

Marketing and selling expense consists of personnel and related overhead costs, corporate and product
marketing, promotions, advertising, trade shows, customer and technical support and facilities costs.

Marketing and selling expenses increased 19% in fiscal year 2008 compared with fiscal year 2007
primarily due to increased personnel costs related to headcount additions during the year to support higher
retail sales levels as well as increased advertising and product promotion costs such as our advertising
campaign for our remotes product line launched during the fourth quarter of fiscal year 2008. The impact of
exchange rate changes on translation of foreign currency marketing and selling expenses to the Company’s
U.S. dollar financial statements, particularly from the stronger Euro and Swiss franc relative to the U.S.
dollar, also contributed to the increase.
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Research and Development

Research and development expense consists of personnel and related overhead costs, contractors and
outside consultants, supplies and materials, equipment depreciation and facilities costs, all associated with
the design and development of new products and enhancements of existing products.

The increase in research and development expense reflects our commitment to continued investment
in research and development initiatives, particularly in the audio, video and control devices product lines.
Increased personnel costs related to headcount additions in the last half of fiscal year 2007 were the
largest contributor to the increases in research and development expense for fiscal year 2008. The impact
of exchange rate changes on translation of foreign currency research and development expenses to the
Company’s U.S. dollar financial statements, particularly from the stronger Euro, Swiss franc and Canadian
dollar relative to the U.S. dollar, also contributed to the increase.

General and Administrative

General and administrative expense consists primarily of personnel and related overhead and facilities
costs for the finance, information systems, executive, human resources and legal functions.

General and administrative expense increased primarily as a result of an increase in personnel and
occupancy expenses. Personnel costs increased 19% during the year due to headcount increases in the latter
half of fiscal year 2007 to support new systems and internal control procedures implemented during fiscal
year 2007. Depreciation expense increased significantly compared with the prior fiscal year primarily due
to equipment and computer hardware purchases during fiscal year 2008. Rent expense also increased during
the year due to expanded facilities. The impact of exchange rate changes on translation of foreign currency
general and administrative expenses to the Company’s U.S. dollar financial statements, particularly from
the stronger Euro and Swiss franc relative to the U.S. dollar, also contributed to the increase.

Interest Income, Net

Interest income and expense for fiscal years 2008 and 2007 were as follows (in thousands):

2008 2007 Change %
Interest iNCOME . .. oo e oo e $15,752 $ 9,083 73%
Interest eXpense .............oouiiinnn... (244) (350) (30%)
Interest iNCOME, NEt . .o v oo oo $15,508 $ 8,733 78%

Interest income was higher for fiscal year 2008 due to higher invested balances in cash, short-term
bank deposits and short-term investments, and slightly higher returns earned on invested amounts.

Other Income, Net

Other income and expense for fiscal years 2008 and 2007 were as follows (in thousands):

2008 2007 Change %
Foreign currency exchange gains, net ......... $ 10,616 $ 6,190 72%
Gain on sale of investments, net ............. 27,761 9,048 207%
Write-off of investments ................... (79,823) — —
Other,net ........ ... ... .. ... 2,072 724 186%
Other income (expense), net................. $(39,374)  $15,962 (347%)
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During fiscal year 2008, we recorded an unrealized loss of $79.8 million related to an other-than-
temporary decline in the estimated fair value of our short-term investments. We also recorded a gain of $33.7
million related to the short-term investments that we sold as part of a confidential settlement agreement in
the third quarter of fiscal year 2008. In addition, we sold all of our investments collateralized by corporate
debt during the third quarter of fiscal year 2008 and recorded a realized loss of $6.0 million. See Note 4 -
Short-term Investments in the Notes to Consolidated Financial Statements of this annual report for further
discussion. The change in foreign currency exchange gains during fiscal year 2008 resulted primarily from
gains related to the sale of the Company’s Euro currency for U.S. dollars. The Company does not speculate
in currency positions, but is alert to opportunities to maximize its foreign exchange gains. Other income
also includes $1.0 million gain on the sale of our ioPen retail product line.

Other income for fiscal year 2007 included a gain of $9.1 million on the sale of our investment in
Anoto Group AB, a publicly traded Swedish technology company from which we licensed our digital pen
technology.

Provision for Income Taxes

The provision for income taxes and effective tax rate for fiscal years 2008 and 2007 were as follows
(in thousands):

2008 2007
Provision for income taxes............ $31,788 $25,709
Effective income taxrate ... .......... 12.1% 10.1%

The provision for income taxes consists of income and withholding taxes. The increase in the effective
tax rate to 12.1% compared with 10.1% in fiscal year 2007 is primarily due to changes in the Company’s
geographic mix of income and other-than-temporary declines in the estimated fair value of our short-term
investments. The Company did not derive a tax benefit from the other-than-temporary declines in the
estimated fair value of short-term investments.

Year Ended March 31, 2007 Compared with Year Ended March 31, 2006
Net Sales
Net sales by channel and product family for fiscal years 2007 and 2006 were as follows (in thousands):

2007 2006 Change %
Net sales by channel:
Retail ........... ... ... ... ... ...... $1,844,395  $1,588,033 16%
OEM ... ... . 222,174 208,682 6%
Totalnetsales ................... $2,066,569  $1,796,715 15%
Net sales by product family:
Retail - Pointing Devices .............. $ 508449 § 458,587 11%
Retail - Keyboards & Desktops ......... 372,266 327,039 14%
Retail -Audio ....................... 408,314 326,880 25%
Retail - Video ....................... 314,514 273,742 15%
Retail - Gaming . ..................... 149,113 144,558 3%
Retail -Remotes . .................... 91,739 57,227 60%
OEM ... . . 222,174 208,682 6%
Totalnetsales. . .................. $2,066,569  $1,796,715 15%




Net sales in fiscal year 2007 increased significantly from the prior year due to continued growth in
demand for the Company’s retail and OEM products. Retail sales growth was largely attributable to strong
demand for desktops and keyboards, cordless mice, video, speakers and remote control products. OEM
sales also returned to growth based on strong demand for embedded video. Approximately 55% of the
Company’s sales were denominated in currencies other than the U.S. dollar in fiscal year 2007. The Company
benefited from the strengthening of the Euro against the U.S. dollar in fiscal year 2007, although this does
not consider the impact that currency fluctuations had on our pricing strategy, resulting in lowering or
raising selling prices in one currency to avoid disparity with U.S. dollar prices and to respond to currency-
driven competitive pricing actions. We believe that currency fluctuations did not have a material impact on
our revenue growth in fiscal year 2007.

Retail Pointing Devices. Sales of the Company’s retail cordless products in fiscal year 2007 increased
11% compared with fiscal year 2006. The growth was led by sales of cordless mice, which increased 25%
in dollars and 17% in units, based on the success of new launches such as the MX Revolution cordless
laser mouse, the VX Revolution cordless laser mouse for notebooks and the V450 laser cordless mouse for
notebooks.

Retail Keyboards and Desktops. Keyboard and Desktop sales increased 14% compared with the
prior fiscal year. Cordless keyboard and desktop sales and units grew 11%, anchored by the ultra-high-end
diNovo Edge keyboard. Corded keyboards and desktops sales also increased by 18% compared with the
prior year. The Logitech Alto, our portable notebook stand with an integrated keyboard, made a significant
contribution to the growth in the category.

Retail Audio. Retail audio sales increased 25% compared with the prior year. The growth came
primarily from speakers, with sales increasing 36% and units increasing 38%, reflecting strength in both
PC speakers and digital music speakers, including our portable speakers for iPod and the X-540 and X-230
PC speakers. Sales of headsets increased 24% compared with fiscal year 2006. Sales of Slim Devices
products, which were acquired in fiscal year 2007, also made a strong contribution to the growth.

Retail Video. Retail video sales increased 15% compared with the prior year. Demand for webcams
was strong in the first three quarters of the fiscal year, but faltered in the fourth quarter due to significantly
slower market growth and loss in market share.

Retail Gaming. Sales in retail gaming grew 3% compared with the prior year. Sales of PC gaming
peripherals returned to growth, increasing 63% while units increased 24%. Demand was particularly strong
for the G25 Racing Wheel and the G15 Gaming Keyboard. Sales of console peripherals decreased 40%, as
consumers waited for the transition to Playstation 3 which occurred late in the fiscal year. Our peripherals
for Playstation 3 were ready for the transition, resulting in an increase of 15% in console gaming sales in
the fourth quarter.

Retail Remotes. Sales increased 60% and units sold increased 67% compared with the prior year, due
to growth in demand, particularly for the touch-screen Harmony 1000.

Retail Regional Performance. Retail sales in the Americas region increased 18%, with strong
performance in the remotes, keyboards and desktops product lines. European retail sales increased 16%,
due to strong sales growth in audio, video and control devices products. In Asia Pacific, retail sales grew
6%, with the largest growth occurring in audio products. The growth in Asia Pacific was constrained by
weakness in Japan, where we were implementing a management transition.

OEM. OEM revenues increased 6% compared with fiscal year 2006 and represented 11% of total
sales in fiscal year 2007, compared with 12% in the prior fiscal year. OEM units decreased 1%, reflecting
a change in product mix from mice to video. The decline in OEM mice sales was more than offset by sales
of embedded webcams and cordless desktops and keyboards.
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Gross Profit

Gross profit for fiscal years 2007 and 2006 was as follows (in thousands):

2007 2006 Change %
Netsales .. ..o .. $2,066,569 $1,796,715 15%
Costofgoodssold .................. 1,357,044 1,222,605 11%
Grossprofit. ....................... $ 709,525 $ 574,110 24%
Grossmargin .............c.. ... 34.3% 32.0%

The increase in gross profit and improvement in gross margin resulted from the net sales increase
over the prior year combined with improved product margins and reductions in distribution costs. The
relative mix of product categories was consistent with the prior year. Due to product innovation and cost
improvements, margins on new products launched in fiscal year 2007 were generally higher than the
products replaced. In addition, distribution costs increased at a rate less than one-half the rate of net sales _
increase, due to the Company’s successful supply chain improvements in fiscal year 2007.

Operating Expenses

Operating expenses for fiscal years 2007 and 2006 were as follows (in thousands):

2007 2006 Change %

Marketing and selling . ................. $272,264 $221,504 23%
%ofnetsales..................... 13.2% 12.3%

Research and development .............. 108,256 87,953 23%
%ofnetsales..................... 5.2% 4.9%

General and administrative.. .. ........... 98,143 65,742 49%
%ofnetsales..................... 4.7% 3.7%

Total operating expenses. ............... $478,663 $375,199 28%

Marketing and Selling

Marketing and selling expense in fiscal year 2007 was higher than fiscal year 2006 primarily due
to increased advertising and customer marketing programs to stimulate sales and higher personnel costs
from headcount growth in support of increased retail business, including our continued expansion in Latin
America, Eastern Europe and China. Costs also increased due to product design and marketing expenses
for new product launches. In addition, personnel costs in fiscal year 2007 included $7.2 million of share-
based compensation cost resulting from the adoption of SFAS 123R on April 1, 2006. No share-based
compensation expense was recognized in fiscal year 2006. Operating expenses also increased as a result
of exchange rate changes on translation to the U.S. dollar financial statements, due to the weakening of the
U.S. dollar relative to the Euro and Swiss franc.

Research and Development

Headcount increases in product research and development related to the audio, video and remote
control product lines were the primary contributor to the increase in research and development costs.
Personnel costs also increased due to $3.2 million of share-based compensation cost resulting from the
adoption of SFAS 123R. No share-based compensation expense was recognized in fiscal year 2006. The
impact of exchange rate changes on translation to the Company’s U.S. dollar financial statements was not
material.
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General and Administrative

General and administrative expense increased due to headcount additions to support business growth,
costs incurred for Sarbanes-Oxley-related activity, increased costs associated with our implementation of Oracle
11i enterprise resource planning software, and increased occupancy costs related to infrastructure expansion.
Personnel costs in fiscal year 2007 also include $7.1 million of share-based compensation expense resulting from
the adoption of SFAS 123R. No share-based compensation expense was recognized in fiscal year 2006. The
impact of exchange rates on translation to the Company’s U.S. dollar financial statements was not material.

Interest Income, Net

Interest income and expense for fiscal years 2007 and 2006 were as follows (in thousands):

2007 2006 Change %
Interestincome.................. .. $9,083 $ 5,512 65%
Interestexpense ............ooiiiiii.. (350) (1,921) (82%)
Interest income, Net ... .......ouuuuunenunnnn.. $8,733  $ 3,591 143%

Interest income increased over the prior year as a result of higher invested balances in cash and short-
term investments, and higher returns earned on invested amounts. Interest expense was lower compared
with fiscal year 2006 because of the conversion of the Company’s convertible bonds during the third quarter
of fiscal year 2006.

Other Income, Net

Other income and expense for fiscal years 2007 and 2006 were as follows (in thousands):

2007 2006 Change %
Foreign currency exchange gains,net ............ $ 6,190 $ 7,580 (18%)
Gain on sale of investments . .. ................. 9,048 560 1516%
Write-down of investments .................... —  (L,168)  (100%)
Other,net ........ ... .. 724 380 (91%)
Otherincome,net. .. ..., $15962 $ 7,352 117%

The decrease in net foreign currency exchange gains for fiscal year 2007 resulted from fluctuations
in exchange rates. The Company does not speculate in currency positions, but is alert to opportunities to
maximize our foreign exchange gains. During fiscal year 2007, we sold our investment in Anoto Group AB
and recognized a gain of $9.1 million. In fiscal year 2006, we recorded a gain on another investment and a
$1.2 million impairment of our investment in a private company.

Provision for Income Taxes

The provision for income taxes and effective tax rate for fiscal years 2007 and 2006 were as follows
(in thousands):

2007 2006
Provision for income taxes. ... ...t $25,709 $28,749
Effective income taxrate .. ... ..............ccuuo.... 10.1% 13.7%

The provision for income taxes consists of income and withholding taxes. The decrease in effective
tax rate is primarily due to changes in the geographic mix of income, the effect of implementation of
SFAS 123R and the tax benefits recognized from discrete events, including the reinstatement of a research
and development tax credit in the United States.
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Liquidity and Capital Resources
Cash Balances, Available Borrowings, and Capital Resources

At March 31, 2008, net working capital was $723.2 million, compared with $549.1 million at
March 31, 2007. The increase in working capital from March 31, 2007 was primarily due to an increase in
cash flow from operations, accounts receivable and inventory balances. The reclassification of $89.7 million
of unrecognized tax benefits from current income taxes payable to non-current income taxes payable as a
result of the implementation of FIN 48 during the first quarter of fiscal year 2008 also contributed to the
increase in working capital.

During fiscal year 2008, operating activities generated cash of $393.1 million. Proceeds from the sale
of the balance of our investment in Anoto Group A.B. provided $11.3 million, and the exercise of stock
options provided $50.6 million. We used $219.7 million during fiscal year 2008 to repurchase shares under
our share buyback programs, $22.0 million for the acquisition of WiLife, $37.7 million for the deferred
payment related to our May 2004 acquisition of Intrigue Technologies, Inc., $11.7 million to reduce short-
term debt, and $57.9 million for capital expenditures, including investments for manufacturing equipment,
leasehold improvements, tooling costs and computer hardware and software purchases.

Cash and cash equivalents increased $286.2 million at March 31, 2008 compared with March 31, 2007,
due to increased cash flow from operations and the sale of our short-term investments. We sold a portion of
our short-term investments and reinvested $130.9 million into short-term bank deposits, which are classified
as cash equivalents in the Company’s balance sheet.

Short-term investments totaled $3.9 million at March 31, 2008, a decrease of $210.7 million from
March 31, 2007. Short-term investments decreased $130.9 million due to transfers to short-term bank deposits
and $79.8 million due to the other-than-temporary declines in the estimated fair value recorded during
fiscal year 2008. The auction rate securities in the Company’s short-term investment portfolio, which are
collateralized by commercial and residential real estate mortgage loans, declined significantly in fair value as
a result of the U.S. credit market disruptions which began during the quarter ended September 30, 2007.

Management believes the other-than-temporary decline in fair value of our short-term investments
does not have a material impact on the Company’s liquidity. During the third quarter of fiscal year
2008, we received $84.3 million for the sale at par of 50% of each of the auction rate securities held at
September 30, 2007, pursuant to a confidential settlement agreement. The par value sale price was not
necessarily indicative of current fair market value at the date of sale for the securities. In addition, the
Company sold all of its remaining short-term investments collateralized by corporate debt and received
$28.3 million during the quarter ended December 31, 2007.

The Company has credit lines with several European and Asian banks totaling $131.9 million as
of March 31, 2008. As is common for businesses in European and Asian countries, these credit lines are
uncommitted and unsecured. Despite the lack of formal commitments from the banks, we believe that these
lines of credit will continue to be made available because of our long-standing relationships with these
banks. At March 31, 2008, the Company had no outstanding borrowings under these lines of credit. There
are no financial covenants under these facilities.

The Company has financed its operating and capital requirements primarily through cash flow from
operations and, to a lesser extent, from capital markets and bank borrowings. The Company’s normal short-term
liquidity and long-term capital resource requirements are provided from three sources: cash flow generated from
operations, cash and cash equivalents on hand, and borrowings, as needed, under its credit facilities.

Based upon our available cash balances and credit lines, and the trend of our historical cash flow
generation, we believe we have sufficient liquidity and are not dependent upon selling the remaining short-
term investments in order to fund operations for the foreseeable future.
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Cash Flow from Operating Activities

The following table presents selected financial information and statistics for fiscal years 2008, 2007
and 2006 (dollars in thousands):

2008 2007 2006
Accounts receivable,net. .. .................... $373,619 $310,377 $289,849
INVENtOTIES . .. v v ot e e e e $245,737 $217,964 $196,864
Working capital. . ........... ... ... ... ... .... $723,221 $549,125 $407,923
Days sales in accounts receivable (DSO)V. ... ..... 56 days 54 days 56 days
Inventory turnover (ITO)®. . ................... 6.3x 6.2x 6.4x
Net cash provided by operating activities ......... $393,079  $303,825  $152,217

(I) DSO is determined using ending accounts receivable as of the most recent quarter-end and net sales
for the most recent quarter.

(2) ITO is determined using ending inventories and annualized cost of goods sold (based on the most
recent quarterly cost of goods sold).

During fiscal year 2008, the Company’s operating activities generated net cash of $393.1 million
compared with $303.8 million in the prior year. The increase was primarily due to improved working
capital efficiency and operating profit. DSO for fiscal year 2008 increased by 2 days compared with fiscal
year 2007. Our accounts receivable increased at a faster rate than our net sales, which contributed to the
increase in DSO. Typical payment terms require customers to pay for product sales generally within 30 to
60 days; however, terms may vary by customer type, by country and by selling season. Extended payment
terms are sometimes offered to a limited number of customers during the second and third fiscal quarters.
The Company does not modify payment terms on existing receivables, but may offer discounts for early
payment.

During fiscal year 2007, the Company’s operating activities generated net cash of $303.8 million
compared with $152.2 million in the prior year. Higher accounts receivable and inventory balances reflected
increased sales levels, but were more than offset by increased accounts payable and accrued liabilities
balances. Accounts receivable increased 7% in fiscal year 2007 compared with the 15% increase in net
sales. Due to higher collections of accounts receivable, DSO improved by 2 days as of March 31, 2007
compared with 2006. The higher levels of accounts payable and accrued liabilities reflected more effective
working capital management.

Cash Flow from Investing Activities

Cash flows from investing activities during fiscal years 2008, 2007 and 2006 were as follows (in
thousands):

2008 2007 2006

Purchases of property, plant and equipment ................... $ (57,900) $ (47,246) $(54,102)
Purchases of short-term investments . . .. ..................... (379,793)  (416,475) —
Sales of short-term investments . . ................oouin... 538,479 201,850 —
Sale of investment. ... .......... ... . . . 13,308 12,874 —
Acquisitions, net of cash acquired . .. ................. ... .... (59,722) (20,524) 860
Premiums paid on cash surrender value life insurance policies . . . . (1,151) (537) (1,464)

Net cash provided by (used in) investing activities. . ... ....... $ 53,221 $(270,058) $(54,706)
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Our purchases of plant and equipment during fiscal year 2008 were principally for machinery and
equipment for two new production and manufacturing facilities, including a new surface mount technology
factory in China, leasehold improvements for a new office facility in Switzerland, computer hardware and
software purchases, and normal expenditures for tooling. The Company’s purchases of property, plant
and equipment in fiscal year 2007 were primarily normal expenditures for tooling costs, machinery and
equipment, and computer hardware and software. During fiscal year 2006, purchases of plant and equipment
included costs for construction of a new factory in Suzhou, China.

During the third quarter of fiscal year 2008, we sold 50% of all of our short-term investments as
part of a confidential settlement agreement and received $84.3 million in cash. In addition, we sold our
remaining short-term investments collateralized by corporate debt for $28.3 million, at a realized loss of
$6.0 million. We also reinvested $130.9 million into short-term bank deposits, which are classified as cash
equivalents in the Company’s balance sheet.

We received $11.3 million during fiscal year 2008 from the sale in March 2007 of the balance of our
investment in Anoto. We also received $2.0 million from the sale of our ioPen retail product line. In April
2006, we sold 42% of our Anoto stock for $12.9 million.

In fiscal year 2008, the Company acquired WiLlife, Inc. for $22.0 million, net of cash acquired of $0.1
million and including $0.7 million in transaction costs. We also paid a deferred payment of $37.7 million
to the former shareholders of Intrigue Technologies, Inc., which we acquired in May 2004. In fiscal year
2007, we acquired Slim Devices Inc. for $20.4 million, net of $0.2 million cash acquired and including $0.6
million in transaction costs.

Cash Flow from Financing Activities

The following tables present information on our cash flows from financing activities, including
information on our share repurchases during fiscal years 2008, 2007 and 2006 (in thousands except per
share amounts):

2008 2007 2006
Borrowings (repayments) of short-term debt ......... $ (11,739) $ (2,181) $ 5,192
Purchases of treasury shares. ..................... (219,742) (138,095) (241,352)
Proceeds from sale of shares upon exercise of options
and purchaserights .......................... 50,603 44,706 49,206
Excess tax benefits from share-based compensation . . . 15,231 13,076 —
Net cash used in financing activities ............. $(165,647) $ (82,494) $(186,954)
2008 2007 2006
Number of shares repurchased .................... 7,784 5,610 12,276
Value of shares repurchased ...................... $ 219,742  $ 138,095 $ 241,352
Average price pershare. ......................... $ 2823 § 2462 $§ 19.66

During fiscal year 2008, we repaid in full our short-term debt borrowings of $11.7 million. We also
repurchased 7.8 million shares for $219.7 million under the buyback programs announced in May 2006 and
June 2007. The buyback programs announced in May 2006 and June 2007 each authorized the purchase
of up to $250.0 million in Logitech shares. The sale of shares upon exercise of options pursuant to the
Company’s stock plans realized $50.6 million during fiscal year 2008. In addition, cash of $15.2 million was
provided by tax benefits recognized on the exercise of share-based payment awards.
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During fiscal year 2007, we used $138.1 million for share repurchases of 5.6 million shares pursuant to
the Company’s buyback programs announced in June 2005 and May 2006. The buyback program announced
in June 2005 authorized the purchase of up to CHF 300.0 million (approximately $235.0 million based
on exchange rates at the date of announcement) in Logitech shares. Cash flow from financing activities
included $44.7 million in proceeds from the sale of 5.2 million shares under the Company’s employee
option and share purchase plans, and $13.1 million related to tax benefits recognized on the exercise of
share-based payment awards. Short-term debt was reduced by $2.2 million.

Cash used in financing activities during fiscal year 2006 included share repurchases of 12.3 million
shares, totaling $241.4 million pursuant to the Company’s buyback programs announced in April 2004 and
June 2005. Proceeds also included $49.2 million from the sale of 7.1 million shares under the Company’s
employee option and share purchase plans and $5.2 million from short-term borrowing in Japanese yen, to
benefit from low interest rates and to offset exposures in yen-denominated assets. During fiscal year 2006,
all of the Company’s convertible bonds were converted into a total of 10,897,386 Logitech registered shares
through delivery of treasury shares which had no cash impact on financing activities.

Cash Outlook

We have financed our operations and capital requirements primarily through cash flow from operations
and, to a lesser extent, capital markets and bank borrowings. Our working capital requirements and capital
expenditures may increase to support future expansion of Logitech operations. Future acquisitions or
expansion of our operations may be significant and may require the use of cash.

In June 2007, we announced the approval by the board of directors of a new share buyback program
authorizing the repurchase of up to $250 million of our shares. The approved amount remaining under the
June 2007 program at March 31, 2008 was $204.7 million. We plan to continue repurchasing shares under
this program.

In December 2006, we acquired Slim Devices, Inc., a privately held company specializing in network-
based audio systems for digital music. The purchase agreement provides for a possible performance-
based payment, payable in the first calendar quarter of 2010. The performance-based payment is based
on net revenues from the sale of products and services in calendar year 2009 derived from Slim Devices’
technology. The maximum performance-based payment is $89.5 million, and no payment is due if the
applicable net revenues total $40 million or less. The total performance-based payment, if any, will be
recorded in goodwill and will not be known until the end of calendar year 20009.

In November 2007, we acquired WiLife, Inc., a privately held company that manufactures PC-based
video cameras for self-monitoring a home or a small business. The purchase agreement provides for a
possible performance-based payment, payable in the first calendar quarter of 2011. The performance-based
payment is based on net revenues attributed to WiLife during calendar year 2010. No payment is due if the
applicable net revenues total $40.0 million or less. The maximum performance-based payment is $64.0
million. The total performance-based payment amount, if any, will be recorded in goodwill and will not be
known until the end of calendar year 2010.

Other contractual obligations and commitments of the Company which require cash are described in
the following sections.

We believe that our cash and cash equivalents, cash flow generated from operations, and available
borrowings under our bank lines of credit will be sufficient to fund capital expenditures and working
capital needs for the foreseeable future.
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Contractual Obligations and Commitments

As of March 31, 2008, the Company’s outstanding contractual obligations and commitments included:
(1) equipment financed under capital leases, (ii) facilities leased under operating lease commitments, (iii)

purchase commitments and obligations and (iv) long-term liabilities for income taxes payable. The following
summarizes our contractual obligations and commitments at March 31, 2008 (in thousands):

Payments Due by Period”
Less than More than
Total 1year 1-3years 3-Syears 5 years
Operating 1eases . . . ....ooiiiee e, $ 57,543 $ 13,013 $18,628 $14,206 $11,696
Purchase commitments - inventory . .............. 144,064 144,064 — — —
Purchase obligations - capital expenditures. ........ 13,560 13,560 — — —
Purchase obligations - operating expenses. . .. ...... 33,588 33,588 — — —
Other long-term liabilities® . .................... 123,382 — — — —
Total contractual obligations and commitments . . . .. $372,137 $204,225 $18,628 $14,206 $11,696

(I) The table above does not include the performance based payments that we may have to make as part

of our acquisition agreements described above.

(2) Other long-term liabilities at March 31, 2008 included $14.8 million for deferred compensation, $95.0

million related to our FIN 48 income tax liability, $12.3 million in pension liability related to our

defined benefit pension plans and $1.2 million related to various other obligations. As the specific
payment dates for these obligations are unknown, the related balances have not been reflected in the

“Payments Due by Period” section of the table.

Operating Leases

The remaining terms on our non-cancelable operating leases expire in various years through 2023.

Our asset retirement obligations on these leases as of March 31, 2008 were not material.

Purchase Commitments

We expect to continue making capital expenditures in the future to support product development
activities and ongoing and expanded operations. At March 31, 2008, fixed purchase commitments for
capital expenditures amounted to $13.6 million, and primarily related to commitments for manufacturing
equipment, tooling, computer software and computer hardware. We also have commitments for inventory
purchases made in the normal course of business to original design manufacturers, contract manufacturers
and other suppliers. At March 31, 2008, fixed purchase commitments for inventory amounted to $144.1
million, which are expected to be fulfilled by December 31, 2008. We also had other commitments of $33.6
million for consulting, marketing arrangements, advertising and other services. Although open purchase
commitments are considered enforceable and legally binding, the terms generally allow us the option to
reschedule and adjust our requirements based on business needs prior to the delivery of the purchases.

Income Taxes Payable

At March 31, 2008, we had $95.0 million in non-current income taxes payable, including interest and
penalties, related to our FIN 48 income tax liability. At this time, we cannot make a reasonably reliable

estimate of the period in which a cash settlement will be made with the tax authorities.
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Off-Balance Sheet Arrangements

The Company has not entered into any transactions with unconsolidated entities whereby we
have financial guarantees, subordinated retained interests, derivative instruments or other contingent
arrangements that expose us to material continuing risks, contingent liabilities, or any other obligation
under a variable interest in an unconsolidated entity that provides financing, liquidity, market risk or credit
risk support to the Company.

Guarantees

The Company has guaranteed the purchase obligations of some of its contract manufacturers and
original design manufacturers to certain component suppliers. These guarantees generally have a term of
one year and are automatically extended for one or more years as long as a liability exists. The amount of
the purchase obligations of these manufacturers varies over time, and therefore the amounts subject to the
Company’s guarantees similarly varies. At March 31, 2008, the amount of outstanding guaranteed purchase
obligations was approximately $1.8 million. The maximum potential future payments under one of the two
guarantee arrangements is limited to $2.8 million in total. The other guarantee is limited to purchases of
specified components from the named supplier. Logitech International S.A., the parent holding company,
has guaranteed certain contingent liabilities of various subsidiaries related to specific transactions occurring
in the normal course of business. The maximum amount of the guarantees was $2.3 million as of March 31,
2008. As of March 31, 2008, no amounts were outstanding under these guarantees. We do not believe, based
on historical experience and information available as of the date of this annual report, that it is probable that
any amounts will be required to be paid under any of the Company’s guarantee arrangements.

Indemnifications

The Company indemnifies certain of its suppliers and customers for losses arising from matters such as
intellectual property rights and safety defects, subject to certain restrictions. The scope of these indemnities
varies and may include indemnification for damages and expenses, including reasonable attorneys’ fees. No
amounts have been accrued for indemnification provisions as of March 31, 2008. We do not believe, based
on historical experience and information available as of the date of this annual report, that it is probable that
any amounts will be required to be paid under these indemnification arrangements.
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ADDITIONAL FINANCIAL DISCLOSURES

MARKETING, SALES AND DISTRIBUTION

Principal Markets
Net sales to unaffiliated customers by geographic region were as follows (in thousands):

Year ended March 31,

2008 2007 2006
Burope. . ..ot $1,117,060 $1,027,852 $§ 887,736
North America . ........... ..o .. 888,529 729,207 617,942
AsiaPacific. ........ ... ... ... ... .. ... ... ... 364,907 309,510 291,037
Totalnetsales. ..................ooovn... $2,370,496  $2,066,569  $1,796,715

Revenues from sales to customers in Switzerland, our home domicile, represented a small portion
of our total consolidated net sales in fiscal year 2008 and no single country other than the United States
represented more than 10% of our total consolidated net sales. In fiscal years 2008 and 2007, Ingram Micro
Inc. accounted for 14% of our net sales. In fiscal year 2006, Ingram Micro Inc. and Tech Data Corporation
accounted for 14% and 11% of our net sales. No other customers individually accounted for more than 10%
of our net sales during fiscal years 2008, 2007 and 2006.

Marketing

Logitech builds awareness of our products and recognition of our brand through targeted advertising,
public relations efforts, distinct packaging of our retail products, in-store promotions and merchandising, a
Worldwide Web site and other efforts. We also acquire knowledge of our users through customer feedback
and market research, including focus groups, product registrations, user questionnaires, primary and multi-
client surveys and other techniques. In addition, manufacturers of PCs and other products also receive
customer feedback and perform user market research, which sometimes results in requests to Logitech for
specific products, features or enhancements.

Sales and Distribution

Logitech sells through many distribution channels, including distributors, OEMs and regional and
national retail chains, including online retailers. We support these retail channels with third-party distribution
centers located in North America, Europe and Asia Pacific. These centers perform final configuration of
products and product localization with local language manuals, packaging, software CDs and power plugs.
In addition, Logitech’s distribution mix includes e-commerce in the U.S. as well as e-commerce capabilities
in several European countries.

In retail channels, Logitech’s direct sales force sells to distributors and large retailers. Our distributor
customers typically resell products to retailers, value-added resellers, and systems integrators with whom
Logitech does not have a direct relationship. These distributors in the U.S. include D&H Distributing,
Ingram Micro Inc. and Tech Data Corporation. In Europe, pan-European distributors include Tech Data
Corporation, Ingram Micro and Gem Distribution. We also sell to many regional distributors such as
Actebis in Germany, MC Dos in the Netherlands, Vinzeo in Spain and Channel Distribution in the United
Arab Emirates.
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Logitech’s products can be found in major retail chains, where they typically have access to significant
shelf space. These chains in the U.S. include Best Buy, Circuit City, Office Depot, Staples, Target and Wal-
Mart, and in Europe include MediaMarkt/Saturn, Carrefour, KESA Group, FNAC, Dixons Stores Group
PLC and most key national consumer electronics chains. Logitech products can also be found at the top
online e-tailers, which include Amazon.com, Buy.com, CDW, Insight, and others.

Logitech’s OEM products are sold to large OEM customers through a direct sales force, and we
support smaller OEM customers through distributors. We count the majority of the world’s largest PC
manufacturers among our customers.

Through our operating subsidiaries, we maintain sales offices or sales representatives in 37
countries.

MARKET FOR LOGITECH’S SHARES, RELATED SHAREHOLDER MATTERS, AND SHARE
REPURCHASES

Logitech’s shares are listed on both the SWX Swiss Exchange, where the share price is denominated
in Swiss francs, and on the Nasdaq Global Select Market, where the share price is denominated in U.S.
dollars. Prior to October 2006, Logitech’s American Depositary Shares (“ADSs”) traded on the Nasdaq
Global Select Market, with each ADS representing one registered share. In October 2006, we exchanged
Logitech shares for our ADSs on a one-for-one basis, so that the same Logitech shares trade on the Nasdaq
Global Select Market as on the SWX Swiss Exchange.

The trading symbol for Logitech shares is LOGI on Nasdaq and LOGN on the SWX. As of June 30
2008, there were 191,606,620 shares issued (including 12,919,314 shares held as treasury stock) held by
14,438 holders of record, and the closing price of our shares was CHF 27.50 per share on the SWX Swiss
Exchange and $26.80 per share as reported by the Nasdaq Stock Market.

SWX Swiss Exchange

The following table sets forth certain historical share price information for the Company’s shares traded
on the SWX Swiss Exchange. The U.S. dollar equivalent is based on the noon buying rate on the trading day
of the month in which the high or low closing sales price occurred. The noon buying rate is the rate in New
York City for cable transfers in selected currencies as certified for customs purposes by the Federal Reserve
Bank of New York. Share prices have been adjusted to reflect a two-for-one share split in July 2006.

Price per Registered Share on the SWX Swiss Exchange

High Low High Low
CHF CHF $ $
Quarterly Highs and Lows:
Fiscal 2007:
Firstquarter . .................. 27.10 22.50 21.25 18.67
Second quarter................. 2775 21.15 22.29 16.88
Third quarter .................. 36.85 26.30 30.83 21.12
Fourth quarter. . ................ 37.50 30.55 30.04 25.17
Fiscal 2008:
Firstquarter ................... 34.95 31.20 28.81 25.43
Second quarter . ................ 34.66 30.65 29.69 25.45
Third quarter .................. 41.52 34.16 36.82 28.93
Fourth quarter. . ................ 40.50 23.44 36.38 23.77
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Nasdaq Global Select Market

The following table sets forth certain historical share price information for the Company’s shares
traded on the Nasdaq Global Select Market. Share prices have been adjusted to reflect a two-for-one
split in July 2006. Prior to October 2006 Logitech ADSs traded on Nasdaq, with each ADS representing

one share.

Quarterly Highs and Lows:
Fiscal 2007:

Firstquarter .......... ... ... ... .....
Secondquarter......................
Third quarter .......................
Fourthquarter. .. ....................

Fiscal 2008:

Firstquarter ........................
Second quarter . .....................
Thirdquarter .......................
Fourth quarter. . .....................

Dividends

Under Swiss law, a corporation may only pay dividends upon a vote of its shareholders. This vote
typically follows the recommendation of the corporation’s board of directors. Logitech has not paid
dividends since 1996 in order to retain earnings for use in the operation and expansion of the business and,

in more recent years, to repurchase its shares.
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High Low
$ $
22.00 18.62
22.51 17.17
30.56 21.26
29.40 25.53
28.96 25.36
29.55 25.76
37.07 29.00
36.20 23.91



Share Repurchases

The following table sets forth certain information related to purchases made by Logitech of its equity
securities (in thousands, except share and per share amounts):

Total Number
of Shares Approximate
Purchased as Dollar Value of
Part of Shares That May
Publicly . X Yet Be Purchased
Announced Average Price Paid Per Share Under the
Period Programs in USD in CHF Programs
April 2007. ... ... 430,000 $27.11 CHF 33.07 $161,707
May 2007 . ... 1,085,000 $26.73 CHF 32.19 132,641
June 2007 ... ..o 425,000 $26.42 CHF 32.43 121,387
July 2007. ... .o 350,000 $28.15 CHF 34.50 111,513
August2007 ... ..o 1,020,000 $26.86 CHF 32.51 83,994
September 2007 ................. 156,000 $26.54 CHF 31.89 79,828
October 2007 . .................. 100,000 $34.93 CHF 40.90 76,313
November 2007. ................. 675,000 $34.75 CHF 40.42 52,713
December 2007. . ................ 500,000 $34.21 CHF 37.71 35,500
January 2008........... .. .. ... .. 200,000 $26.87 CHF 30.37 30,092
February 2008. .................. 1,292,750 $28.10 CHF 30.84 243,556
March2008..................... 1,550,000 $25.69 CHF 27.86 204,616

Total .......... ... .. ... .. 7,783,750 $28.12 CHF 32.44

In fiscal year 2008, we repurchased shares pursuant to our buyback program announced in May
2006, authorizing the purchase of up to $250 million of our shares, and our buyback program announced
in June 2007 authorizing the purchase of an additional $250 million of our shares. The June 2007 program
is in effect until the 2010 Annual General Meeting, unless concluded earlier or discontinued. All share
repurchases by the Company during fiscal year 2008 were made pursuant to one of the foregoing plans.
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Performance Graph

The following graph compares the cumulative total stockholder return on our shares, the Nasdaq
Composite Index, and the S&P 500 Information Technology Index. The graph assumes that $100 was
invested in our shares, the Nasdaq Composite Index and the S&P 500 Information Technology Index on
March 31, 2003, and calculates the return quarterly through March 31, 2008. The stock price performance
on the following graph is not necessarily indicative of future stock price performance.

Comparison of 5 year cumulative total return
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—e— Logitech —=— Nasdaq Composite Index S&P 500 Index
March 31,

2003 2004 2005 2006 2007 2008
Logitech ...... ... . i $100 $154 $205 $268 $374 $342
Nasdaq Composite Index . ...................... $100 $149 $149 $174 $181 $170
S&P500Index ... $100 $133  §$139 §$153 $168 $156
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SELECTED FINANCIAL DATA

The financial data below should be read in conjunction with “Management’s Discussion and Analysis
of Financial Condition and Results of Operations”, above. These historical results are not necessarily
indicative of the results to be expected in the future.

Year ended March 31,

2008 2007 2006 2005 2004

(In thousands, except per share amounts)
Consolidated statements of income
and cash flow data:

Netsales ..., $2,370,496 $2,066,569 $1,796,715 $1,482,626 $1,268,470
Grossprofit. ........ ... ... ... .. ... 849,118 709,525 574,110 503,587 408,922
Operating expenses:

Marketing and selling .............. 324,451 272,264 221,504 200,350 156,793

Research and development. . ......... 124,544 108,256 87,953 73,900 61,289

General and administrative .......... 113,443 98,143 65,742 57,663 45,286

Total operating expenses . . . ... .. 562,438 478,663 375,199 331,913 263,368

Operating income . . . ... ...ovvneeneen .. 286,680 230,862 198,911 171,674 145,554
Netincome ...........covvvriinnnan.... $ 231,026 $§ 229,848 $§ 181,105 $ 149,266 $ 132,153
Net income per share:

Basic............ $ 1.27 $ 1.26 $ 1.00 $ 0.84 § 0.73

Diluted . ......... ... ... ... ...... $ 123 $ 1.20 $ 092 $ 0.77 § 0.67
Shares used to compute net income

per share:

Basic. ... 181,362 182,635 181,361 177,008 181,384

Diluted .......................... 187,942 190,991 198,769 198,250 200,640

Net cash provided by operating activities ... $ 393,079 $ 303,825 $§ 152,217 $§ 213,674 $ 166,460

March 31,
2008 2007 2006 2005 2004
(In thousands)

Consolidated balance sheet data:

Cash and cash equivalents . .............. $ 482,352 $ 196,197 $ 245,014 $§ 341,277 $294,753
Short-term investments. . . .. ............. $ 3,940 $ 214,625 $ — $ — $ —
Totalassets .......... ..., $1,526,932 $1,327,463 $1,057,064 $1,027,697 $873,920
Long-term debt, net of current maturities ... $ — 3 — 3 4 $ 147,788 $137,008
Shareholders’ equity. ................... $ 960,044 $ 844,524 § 685,176 $ 526,149 $457,080

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market Risk

Market risk represents the potential for loss due to adverse changes in the fair value of financial
instruments. As a global concern, the Company faces exposure to adverse movements in foreign currency
exchange rates and interest rates. These exposures may change over time as business practices evolve and
could have a material adverse impact on the Company’s financial results.
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Foreign Currency Exchange Rates

The Company is exposed to foreign currency exchange rate risk as it transacts business in multiple
foreign currencies, including exposure related to anticipated sales, anticipated purchases and assets and
liabilities denominated in currencies other than the U.S. dollar. Logitech transacts business in over 30
currencies worldwide, of which the most significant to operations are the Euro, Chinese renminbi (“CNY”),
British pound sterling, Japanese yen, Taiwanese dollar, Canadian dollar and Mexican peso. The functional
currency of the Company’s operations is primarily the U.S. dollar. To a lesser extent, certain operations
use the Euro, Swiss franc, Japanese yen or the local currency of the country as their functional currencies.
Accordingly, unrealized foreign currency gains or losses resulting from the translation of net assets or
liabilities denominated in foreign currencies to the U.S. dollar are accumulated in the cumulative translation
adjustment component of other comprehensive income in shareholders’ equity.

The table below provides information about the Company’s underlying transactions that are sensitive
to foreign exchange rate changes, primarily assets and liabilities denominated in currencies other than
the functional currency, where the net exposure is greater than $0.5 million at March 31, 2008. The table
below represents the U.S. dollar impact on earnings of a 10% appreciation and a 10% depreciation of the
functional currency as compared with the transaction currency (in thousands):

FX Gain (Loss) FX Gain (Loss)
Net Exposed From 10% From 10%
Long (Short) Appreciation of Depreciation of
Functional Currency Functional Functional
Currency Transaction Currency Position Currency Currency
U.S. dollar Chinese yuan renminbi $ 88,959 $(8,087) $ 9,884
Japanese yen U.S. dollar (19,843) 1,804 (2,205)
Taiwanese dollar U.S. dollar 14,226 (1,293) 1,581
Canadian dollar U.S. dollar (13,159) 1,196 (1,462)
Mexican peso U.S. dollar (7,053) 641 (784)
U.S. dollar Swiss franc 787 (72) 87
U.S. dollar Swedish krona 712 (65) 79
U.S. dollar Euro (616) 56 (68)
Euro British pound sterling 21,587 (1,962) 2,399
Euro Utd. Arab Emir. Dirham 1,035 (94) 115
Euro Norwegian kroner (909) 83 (101)
Euro Swiss franc 503 (46) 56
$ 86,229 $(7,839) $ 9,581

Long currency positions represent net assets being held in the transaction currency while short
currency positions represent net liabilities being held in the transaction currency.

The Company’s principal manufacturing operations are located in China, with much of its component
and raw material costs transacted in CNY. However, the functional currency of its Chinese operating
subsidiary is the U.S. dollar as its sales and trade receivables are transacted in U.S. dollars. To hedge
against any potential significant appreciation of the CNY, the Company transferred a portion of its cash
investments to CNY accounts. At March 31, 2008, net assets held in CNY totaled $89.0 million. The
Company continues to evaluate the level of net assets held in CNY relative to component and raw material
purchases and interest rates on cash equivalents.
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From time to time, the Company enters into foreign exchange forward contracts to reduce the short-
term effects of foreign currency fluctuations on certain foreign currency receivables or payables and to
provide against exposure to changes in foreign currency exchange rates related to subsidiaries’ forecasted
inventory purchases. These forward contracts generally mature within one to three months. The Company
may also enter into foreign exchange swap contracts to extend the terms of its foreign exchange forward
contracts. Gains or losses in fair value on forward contracts which offset translation losses or gains on foreign
currency receivables or payables are recognized in earnings monthly and are included in other income
(expense). Gains or losses in fair value on forward contracts related to forecasted inventory purchases are
also recognized in earnings monthly and are included in cost of goods sold.

The notional amounts of foreign exchange forward contracts outstanding at March 31, 2008 were $8.4
million. The notional amounts of foreign exchange swap contracts outstanding at March 31, 2008 were
$21.5 million. Unrealized net losses on the contracts at March 31, 2008 were not material.

If the U.S. dollar had appreciated by 10% compared with the hedged foreign currency, an unrealized
gain of $2.0 million in our forward foreign exchange contract portfolio would have occurred. If the U.S.
dollar had depreciated by 10% compared with the hedged foreign currency, a $2.4 million unrealized loss
in our forward foreign exchange contract portfolio would have occurred.

Interest Rates

Changes in interest rates could impact the Company’s anticipated interest income on its cash equivalents
and short-term investments and interest expense on variable rate short-term debt. The Company prepared
sensitivity analyses of its interest rate exposures to assess the impact of hypothetical changes in interest
rates. Based on the results of these analyses, a 100 basis point decrease or increase in interest rates from
the March 31, 2008 and March 31, 2007 period end rates would not have a material effect on the Company’s
results of operations or cash flows.

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
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REPORT ON CORPORATE GOVERNANCE

Logitech believes that sound corporate governance practices are essential to an open and responsible
corporation. Qurcorporate governance practices reflectacontinuing commitmentto corporate accountability,
sound judgment, and transparency to shareholders.

As a company whose securities are listed on both the SWX Swiss Exchange and the Nasdaq
Global Select Market, our commitment to sound corporate governance principles is guided by the legal
and regulatory requirements of both Switzerland and the United States. In addition, Logitech’s internal
guidelines regarding corporate governance are provided in our Articles of Incorporation, Organizational
Regulations (Bylaws), and Board Committee Charters.

This Report has been designed to comply with the Corporate Governance Directive of the SWX
Swiss Exchange. Portions of the Report are also incorporated by reference from our Invitation and Proxy
statement for our 2008 Annual General Meeting, available at http.//ir.logitech.com.

1. GROUP STRUCTURE AND SHAREHOLDERS
1.1 Operational Group Structure

Logitech is a world leader in peripherals for personal computers and other digital platforms, developing
and marketing innovative products in PC navigation, Internet communications, digital music, home-
entertainment control, video security, interactive gaming and wireless devices. For the PC, our products
include mice, trackballs, keyboards, gaming controllers, multimedia speakers, headsets, webcams, and
3D control devices. For digital music devices, our products include speakers and headphones. For gaming
consoles, we offer a range of controllers and other accessories. In addition, we offer wireless music solutions
for the home, advanced remote controls for home entertainment systems and a PC-based video security
solution for a home or small business.

We generate revenues from sales of our personal peripheral products to a worldwide network of retail
distributors and resellers and to original equipment manufacturers (OEMs). Our sales to our retail channels
comprise the large majority of our revenues. For the fiscal year ended March 31, 2008, we generated net sales
of $2.4 billion, operating income of $286.7 million, net income of $231.0 million, employed approximately
9,400 employees and conducted business in over 100 countries.

Logitech was founded in Switzerland in 1981, and Logitech International S.A. has been the parent
holding company of Logitech since 1988. Logitech International S.A. is a Swiss holding company with its
registered office in Apples, Switzerland, which conducts its business through subsidiaries in North America,
Europe and Asia Pacific. Shares of Logitech International S.A. are listed on both the Nasdaq Global Select
Market (Ticker: LOGI, CUSIP H50430232), and the SW X Swiss Exchange (Ticker: LOGN; security number:
257513). The International Securities Identification Number (ISIN) of our shares is CH0025751329. As of
March 31, 2008, our market capitalization, based on outstanding shares of 179,175,527, net of treasury
shares, amounted to $4.6 billion (CHF 4.5 billion). Refer to section 1.2 below for information on Logitech
International S.A.’s holdings in its shares as of March 31, 2008.

References in this Report on Corporate Governance to the “Company” refers to Logitech International
S.A. References to “Logitech,” “we,” “our,” and “us” refer to Logitech International S.A. and its consolidated
subsidiaries.

Logitech operates in a single industry segment encompassing the design, manufacturing and
marketing of personal peripherals for personal computers and other digital platforms. We have six product-
line business units — Control Devices, Internet Communications, Gaming, Audio, Remotes and Streaming
Media Systems — which are responsible for product strategy, industrial design and development, and
technological innovation. Logitech’s global marketing and sales organization helps the business units define
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product opportunities and bring our products to market, and is responsible for building the Logitech brand
and consumer awareness of our products. Our retail sales and marketing activities are organized into three
geographic regions: Americas (including North, Central and South America), Europe-Middle East-Africa,
and Asia Pacific. Our OEM sales team is organized as a worldwide organization with representatives in each
of our three regions. Our OEM customers include the majority of the world’s largest PC manufacturers.

Since 1994, we have had our own manufacturing operations in Suzhou, China, which currently handle
approximately half of our total production. We outsource the remaining production to contract manufacturers
and original design manufacturers located in Asia. Both our in-house and outsourced manufacturing is
managed by our worldwide operations group. The worldwide operations group also supports the business
units and marketing and sales organizations through management of distribution centers and of the product
supply chain, and the provision of technical support, customer relations and other services.

Logitech International S.A. directly or indirectly owns 100% of all the companies in the Logitech
group, through which it carries on its business and operations. Principal operating subsidiaries include:
Logitech Inc., Logitech Europe S.A., Logitech Asia Pacific Ltd. and Logitech Technology (Suzhou) Co.,
Ltd. For a list of Logitech subsidiaries, refer to the table on page CG-17. None of Logitech International
S.A.’s subsidiaries have securities listed on a stock exchange as of March 31, 2008.

1.2 Significant Shareholders
Greater than 3% Shareholders as of March 31, 2008

The table below sets out, to the knowledge of the Company, beneficial owners holding more than 3%
of the voting rights of the Company as of March 31, 2008. The number of voting rights of the Company as
of March 31, 2008 is equal to the number of shares issued, 191,606,620 shares.

Information on the share ownership of the Company by directors, executive officers and greater than
5% shareholders as of June 30, 2008, based on the number of the Company’s shares outstanding (which is
equal to the shares issued less the shares held in the Company’s treasury) is set out in the Company’s Invitation
and Proxy Statement for the 2008 Annual General Meeting, available at http./ir.logitech.com, under the
heading “Security Ownership of Certain Beneficial Owners and Management as of June 30, 2008”.

% of Voting

Name Number of Shares® Rights® Relevant Date
Daniel Borel® .. .......... ... ... ..... 11,000,000 57% March 31, 2008
Logitech International S.A. ............. 12,431,093 6.5% March 31, 2008
FMRLLC® ... ... ... ... ... ... ....... 9,006,810 4.7% November 29, 2007
The Capital Group Companies, Inc.® ... .. 5,869,117 3.1% January 23, 2008

(1) Mr. Borel has not entered into any written shareholders’ agreements.

(2) In compliance with Article 20 of the Swiss Federal Act on Stock Exchanges and Securities Trading of
March 24, 1995 (“SESTA”) and Article 13 of the Ordinance of the Swiss Federal Banking Commission on
Stock Exchanges and Securities Trading of June 25, 1997 (“SESTO-FBC”), conversion and acquisition
rights are not taken into consideration for the calculation of the relevant shareholdings, unless such
rights entitle their holders to acquire, upon exercise, at least 3% of the Company’s voting rights.

(3) Incompliance with Article 10 paragraph 2 of SESTO-FBC, shareholdings are calculated based on the
aggregate number of voting rights entered into the Swiss commercial register. This aggregate number
was 191,606,620 voting rights as of March 31, 2008.
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(4) Number of shares held by FMR LLC is based on a notification received by the Company on November
29, 2007 informing the Company that the ownership of FMR LLC, on behalf of funds managed by
and clients of FMR LLC and its direct and indirect subsidiaries, had exceeded 3% of the Company’s
voting rights.

(5) Number of shares held by The Capital Group Companies, Inc. is based on a notification received by
the Company on January 23, 2008 informing the Company that the ownership of The Capital Group
Companies, Inc., on behalf of funds managed by and clients of The Capital Group, had exceeded 3%
of the Company’s voting rights.

Under Swiss law shareholders who own voting rights exceeding certain percentage thresholds of
a company incorporated in Switzerland whose shares are listed on a stock exchange in Switzerland are
required to notify the company and the relevant Swiss exchange of such holdings. Following receipt of this
notification, the company is required to inform the public in Switzerland.

On May 22, 2008, Thornburg Investment Management notified us that as of April 24, 2008 they held
11,922,284 shares constituting approximately 6.2% of the Company’s voting rights.

Logitech has not been notified of any ownership of options or other derivative securities of the
Company, whether privately or publicly traded, by any significant shareholder of the Company that is not a
member of the Board of Directors or an executive officer.

1.3 Cross-shareholdings

Logitech has no shareholdings in companies that to its knowledge have shareholdings in Logitech.

2.  Capital Structure
2.1 Share Capital

As of March 31, 2008, Logitech International S.A.’s nominal share capital was CHF 47,901,655,
consisting of 191,606,620 shares with a par value of CHF 0.25 each.

An additional 40 million shares were authorized for issuance by the Company’s shareholders. This
authorization expired July 10, 2008. In addition, nominal conditional share capital designated to cover the
potential issuance of shares under employee equity incentive plans amounts to CHF 15,165,465, consisting
0f 60,661,860 shares. Refer to section 2.2 for more information on the Company’s authorized and conditional
capital.

2.2 Details on the Company’s Authorized and Conditional Share Capital

Authorized share capital. Under Swiss corporate law the total nominal par value of the shares
authorized by shareholders for future issuance, other than to cover derivative securities, is referred to
as authorized share capital. Under Swiss corporate law an authorization by shareholders for a company
to increase its share capital is limited in time and expires, at the latest, two years after the authorization
is recorded in the Swiss commercial register. Pursuant to Article 25 of the Company’s Articles of
Incorporation, the Board was authorized to increase the share capital of the Company by CHF 10,000,000
through the issuance of up to 40 million shares with a par value of CHF 0.25 each, to be fully paid-in. This
authorization expired July 10, 2008. The Board of Directors is not seeking re-authorization at the 2008
Annual General Meeting.

Conditional share capital. Under Swiss corporate law the total nominal par value of the shares
authorized by shareholders for future issuance on the conversion or exercise of derivative securities issued
by a company is referred to as conditional share capital. Under Swiss law a company must have sufficient
conditional capital or available treasury shares to cover any conversion rights under derivative securities
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at the time the derivative securities are issued. Pursuant to Article 26 of the Company’s Articles of
Incorporation, the share capital of the Company may be increased by CHF 15,165,465 through the issuance
of up to 60,661,860 shares with a par value of CHF 0.25 each. The purpose of this conditional share capital
is to cover option or other equity rights granted or that may be granted to employees, officers and directors
of Logitech under its employee equity incentive plans. The conditional share capital increase does not have
an expiration date. The shareholders do not have pre-emptive rights to subscribe to the newly issued shares
issued out of conditional share capital. For more information on Logitech’s employee equity incentive plans
please refer to Note 12 — Employee Benefit Plans - to our Consolidated Financial Statements included in
our Annual Report.

Although the Company has been authorized by its shareholders to use conditional capital to meet
its obligations to deliver shares as a result of employee purchases or exercises under its employee equity
incentive plans, the Company has for some years used shares held in treasury to fulfill its obligations under
the plans.

At the 2008 Annual General Meeting the Board is proposing that the conditional capital to cover the
possible issuance of shares under the Company’s employee equity incentive plans be reduced from the current
CHF 15,165,465 (representing 60,661,860 shares) to CHF 6,250,000 (representing 25,000,000 shares).

In addition, at the 2008 Annual General Meeting the Board is proposing that shareholders authorize
that the Company’s share capital may be increased by up to CHF 6,250,000 through the issuance of up to
25,000,000 shares with a par value of CHF 0.25 each to cover conversion rights that may be granted in
connection with a future issuance of debt obligations convertible into Logitech shares.

2.3 Changes in Shareholders’ Equity

As of March 31,2008, 2007, 2006 and 2005, balances in shareholders’ equity of Logitech International
S.A., based on the parent company’s Swiss Statutory Financial Statements, were as follows (in thousands):

As of March 31,

2008 2007 2006 2005
Sharecapital ....................... CHF 47,902 CHF 47,902 CHF 47,902 CHF 47,902
Legal reserves:
General reserve . ................ 9,580 9,580 9,580 9,580
Reserve for treasury shares .. ...... 400,710 272,844 238,707 217,873
Unappropriated retained earnings. . . .. .. 316,586 378,300 352,032 327,892
Total shareholders’ equity . ............ CHF 774,778 CHF 708,626 CHF 648,221 CHF 603,247

In June 2007, the Company’s Board of Directors approved a change in the Company’s Articles of
Incorporation which eliminated the conditional share capital for 10,900,000 shares with a par value of
CHF 0.25 each. The purpose of this conditional share capital was to cover conversion rights granted in
connection with the issuance of Logitech’s convertible bonds in 2001. This conditional share capital was
no longer required, as the Company satisfied its conversion obligations during fiscal year 2006 through the
delivery of treasury shares rather than the issuance of shares from conditional share capital.
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The following table shows authorized and conditional share capital as of the last four fiscal year ends:

As of March 31,

2008 2007 2006 2005
Authorized share capital. .. .................. CHF 10,000 CHF 10,000 CHF 10,000 CHF 10,000
First conditional share capital. . ............... CHF 15,165 CHF 15,165 CHF 15,165 CHF 15,165
Second conditional share capital .............. CHF — CHF 2,725 CHF 2,725 CHF 2,725

For information on Logitech’s shareholders’ equity as of March 31, 2008 and 2007, refer to the Swiss
Statutory Balance Sheets on page LISA-3 of our Annual Report.

During fiscal years 2008, 2007 and 2006, the Board of Directors authorized the following share
buyback programs (in thousands):

Approved Equivalent
Date of Buyback USD Expiration
Announcement Amount Amount® Date
June 2007 . ..o USD 250,000 $250,000 June 2010
May 2000 . ... USD 250,000 $250,000 June 2009
June 2005 . ..o CHF 300,000 $235,000 June 2008
April 2004. . . .. CHF 250,000 $200,000 June 2006

(1) Represents the approved buyback amount in U.S. dollars, calculated based on exchange rates on the
announcement dates.

The Company repurchased shares under these buyback programs as follows (in thousands):

Amount Repurchased During Year Ended March 31,V

Date of Program to Date 2008 2007 2006
Announcement Shares Amount Shares Amount Shares Amount Shares Amount
June 2007 ... ... 1,750 $ 45384 1,750 $ 45384 — 3 — — 3 —
May 2006 .. .... 8,760 $250,968 6,034 $174,358 2,726 § 76,610 — § —
June 2005 ...... 11,286  $236,098 — 8 — 2,884 § 61,485 8,402 $174,613
April 2004. .. ... 14,974 $201,264 — 3 — $ — 3,874 $ 66,739

36,770 $733,714 7,784 $219.742 5,610 $138,095 12276 $241,352

(I) Represents the amount in U.S. dollars, calculated based on exchange rates on the repurchase dates.

For further information on Logitech’s share repurchases please refer to “Additional Financial
Disclosures — Market for Logitech’s Shares, Related Shareholder Matters, and Share Repurchases” in our
Annual Report.

2.4 Share Categories

Registered Shares. Logitech International S.A. has only one category of shares — registered shares
with a par value of CHF 0.25 per share. Each of the 191,606,620 issued shares carries the same rights. There
are no preferential rights. However, a shareholder must be entered in the share register of the Company to
exercise voting rights and the rights deriving therefrom (such as the right to convene a general meeting
of shareholders or the right to put an item on the meeting’s agenda). Refer to section 6 for an outline of
participation rights of the Company’s shareholders.
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Each share entitles its owner to dividends declared, even if the owner is not registered in the share
register of the Company. Under Swiss law, a company pays dividends upon approval by its shareholders.
This request for shareholder approval typically follows the recommendation of the Board. Logitech has not
paid dividends since 1996, using retained earnings to invest in the growth of the Company and, in more
recent years, to repurchase the Company’s shares.

Unless thisrightis restricted in compliance with Swiss law and the Company’s Articles of Incorporation,
shareholders have the pre-emptive right to subscribe for newly issued shares. Refer to section 2.2 for a
description of the provisions of the Company’s Articles of Incorporation relating to the restriction of the
shareholders’ pre-emptive subscription rights.

2.5 Non-Voting Shares and Bonus Certificates

The Company has not issued non-voting shares (“bons de participation,” “Partizipationsscheine”).
The Company has not issued certificates or equity securities that provide financial rights in consideration
for services rendered or claims waived (referred to as “bonus certificates,” “bons de jouissance,” or
“Genussscheine”).

2.6 Limitations on Transferability and Nominee Registration

The Company and its agent, The Bank of New York Mellon Corporation, as US transfer agent,
maintain a share register that lists the names of the registered owners of the Company’s shares. Registration
in the share register occurs upon request and is not subject to any conditions. Nominee companies and
trustees can be entered into the share register with voting rights. There are no restrictions on transfers of
shares under the Company’s Articles of Incorporation or Swiss law. However, only holders of shares that are
recorded in the share register are recognized as shareholders, and a transfer of shares reflected in the share
register is recognized by the Company only to the extent we are notified of the transfer.

Refer to section 6.1 for the conditions for exercise of shareholders’ voting rights.

2.7 Conversion and Option Rights

Logitech does not have any outstanding bonds or other publicly traded securities with conversion
rights and has not issued warrants on its shares.

Logitech has issued stock options to its employees and directors. Please refer to Logitech’s
Compensation Report included with its Invitation and Proxy Statement, available at http.//ir.logitech.com,
under the heading “Equity Compensation Plan Information” for details on option rights issued under our
employee equity incentive plans, as well as other information regarding those plans, and to Note 12 —
Employee Benefit Plans — included in our Consolidated Financial Statements.
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3.  The Board of Directors

The current members of the Board of Directors are set out below.

Gary F. Bengier..................
53 Years Old

Lead Independent Director

Director since 2002

Chair, Bengier Foundation

U.S. national

Daniel Borel. .. ..................
58 Years Old

Director since 1988

Co-Founder and former CEO and
Chairman, Logitech International S.A.
Swiss national

Matthew Bousquette. .............
49 Years Old

Director since 2005

Chairman, Enesco LLC

U.S. national

Gary F. Bengier serves as Chair of the Bengier Foundation, a
private charitable foundation. He also serves on the Board of
Trustees of the Santa Fe Institute, a U.S. private, non-profit,
multidisciplinary research and education center and he is also on the
Board of Trustees of the San Francisco Exploratorium, dedicated
to science education of children. Previously, Mr. Bengier served
as Senior Vice President, Strategic Planning and Development of
eBay Inc., from January 2001 until November 2001, and prior to
that, as eBay’s Chief Financial Officer from November 1997 to
January 2001. From February 1997 to October 1997, Mr. Bengier
was Vice President and Chief Financial Officer of Vxtreme, Inc., a
U.S. developer of internet video streaming products. Prior to that
time, Mr. Bengier was Corporate Controller at Compass Design
Automation, a U.S. publisher of electronic circuit design software,
from February 1993 to February 1997. Mr.Bengier has also held
senior financial positions at Kenetech Corp., a U.S. energy services
company, Qume Corp., a U.S. computer peripheral company, and
Bio-Rad Laboratories, a U.S. life sciences company. He also spent
several years as a management consultant for Touche Ross & Co., a
U.S. consulting firm. Mr. Bengier holds a BBA degree in Computer
Science and Operations Research from Kent State University and
an MBA degree from Harvard Business School.

Daniel Borel is a Logitech founder and served from May 1988 until
January 1, 2008 as the Chairman of the Board. From July 1992 to
February 1998, he also served as Chief Executive Officer. He has held
various other executive positions with Logitech. Mr. Borel holds an
MS degree in Computer Science from Stanford University and a BE
degree in Physics from the Ecole Polytechnique Fédérale, Lausanne,
Switzerland. He serves on the Board of Nestlé S.A. In addition, he
serves on the Board of Fondation Defitech, a Swiss foundation which
contributes to research and development projects aimed at assisting
the disabled, and is also Chairman of the Board of SwissUp, a Swiss
educational foundation promoting higher learning.

Matthew Bousquette has been a member of the Board of Directors
since June 2005. He is currently the Chairman of the Board of Enesco
LLC, a U.S.-based producer of giftware, and home and garden
décor products. He is the former president of the Mattel Brands
business unit of Mattel, Inc. Mr. Bousquette joined Mattel as senior
vice president of marketing in December 1993, and was promoted
to successively more senior positions at Mattel, including general
manager of Boys Toys in July 1995, executive vice president of Boys
Toys in May 1998, president of Boys/Entertainment in March 1999,
and president of Mattel Brands from February 2003 to October 2005.
Mr. Bousquette’s previous experience included various positions at
Lewis Galoob Toys, Teleflora and Procter & Gamble. Mr. Bousquette
earned a BBA degree from the University of Michigan.
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Erh-Hsun Chang. ................
59 Years Old

Director since 2006

Former Senior Vice President,
Worldwide Operations and

General Manager, Far East, Logitech
Taiwan national

Kee-LockChua..................
47 Years Old

Director since 2000

Executive Director,

Biosensors International Group, Ltd.
Singapore national

SallyDavis......................
54 Years Old

Director since 2007

CEO, BT Wholesale

British national

Erh-Hsun Chang has been a member of the Board of Directors
since June 2006. Until April 2006 Mr. Chang was the Company’s
Senior Vice President, Worldwide Operations and General Manager,
Far East. Mr. Chang first joined Logitech in 1986 to establish its
operations in Taiwan. After leaving the Company in 1988, he returned
in 1995 as Vice President, General Manager, Far Eastern Area and
Worldwide Operations. In April 1997, Mr. Chang was named Senior
Vice President, General Manager, Far Eastern Area and Worldwide
Operations. Mr. Chang’s other business experience includes tenure as
Vice President, Manufacturing Consulting at KPMG Peat Marwick,
a global professional services firm, between 1991 and 1995, and as
Vice President, Sales and Marketing, Power Supply Division, of
Taiwan Liton Electronics Ltd., a Taiwanese electronics company,
in 1995. Mr. Chang holds a BS degree in Civil Engineering from
Chung Yuang University, Taiwan, an MBA degree in Operations
Management from the University of Dallas, and an MS degree in
Industrial Engineering from Texas A&M University. Mr. Chang is
also Vice Chairman of the Company’s subsidiary in Taiwan.

Kee-Lock Chua has been a member of the Board of Directors since
June 2000. He is an Executive Director of Biosensors International
Group, Ltd., a developer and manufacturer of medical devices
used in interventional cardiology and critical care procedures.
Previously, from 2003 to 2006, Mr. Chua was a managing director
of Walden International, a U.S.-headquartered venture capital
firm. From 2001 to 2003, Mr. Chua served as deputy president of
NatSteel Ltd., a Singaporean industrial products company active in
Asia Pacific. From 2000 until 2001, Mr. Chua was the president and
chief executive officer of Intraco Ltd., a Singapore-listed trading
and distribution company. Prior to joining Intraco, Mr. Chua was
the president of MediaRing.com Ltd., a Singapore-listed company
providing voice-over-Internet services. Mr. Chua holds a BS degree
in Mechanical Engineering from the University of Wisconsin,
and an MS degree in Engineering from Stanford University. He
also serves on the Board of Biosensors, Yongmao and BRC Asia
Limited, all publicly traded companies in Singapore.

Sally Davis has been a member of the Board of Directors since
June 2007. Ms. Davis became the chief executive of BT Wholesale
in September 2007. Previously, she was the Chief Portfolio Officer
of British Telecom from 2005 to 2007. She had previously held
senior executive roles within BT since joining the company in 1999,
including President, Global Products, Global Services from 2002 to
2005, President, BT Ignite Applications Hosting from 2001 to 2002
and Director, Group Internet and Multimedia from 1999 to 2001.
Before joining BT, Ms. Davis held leading roles in several major
communications companies, including Bell Atlantic in the United
States and Mercury Communications in the United Kingdom.
Ms. Davis is a member of the Board of Directors of the Henderson
Smaller Companies Investment Trust plc, a U K. managed investment
trust. She holds a BA degree from University College, London.
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GuerrinoDeLuca................
55 Years Old

Director since 1998

Chairman of the Board of Directors

of Logitech International S.A.

Italian national

Robert Malcolm . ................
56 Years Old

Director since 2007

President, Global Marketing, Sales
and Innovation, Diageo plc

U.S. national

Monika Ribar . ............... ...
48 Years Old

Director since 2004

President and CEO, Panalpina Group
Swiss national

Guerrino De Luca became Chairman of the Logitech Board of
Directors in January 2008. He served from February 1998 to
January 1, 2008 as Logitech’s President and Chief Executive
Officer, and has been a director since June 1998. Prior to joining
Logitech, Mr. De Luca served as Executive Vice President of
Worldwide Marketing for Apple, Inc. from February 1997 to
September 1997, and as President of Claris Corporation, a U.S.
personal computing software vendor, from May 1994 to February
1997. Prior to joining Claris, Mr. De Luca held various positions
with Apple in the United States and in Europe. Mr. De Luca holds
a BS degree in Electronic Engineering from the University of
Rome, Italy.

Robert Malcolm has been a member of the Board of Directors
since June 2007. He is the President, Global Marketing, Sales and
Innovation at Diageo plc, the global premium drinks company.
He joined Diageo in 1999 and his previous appointments at the
company include Global Marketing Director and Global Scotch
Whiskey Director at UDV, a Diageo company. He was appointed
to his current position in 2000. Previous to his employment
at Diageo, Mr. Malcolm held various posts at The Procter &
Gamble Company from 1975 through 1999 including Vice
President, General Manager Beverages, Europe, Middle East and
Africa; Vice President, General Manager Arabian Peninsula, and
Vice President, General Manager, Personal Cleaning Products
USA. He serves on the Board of Directors of the Ad Council, a
private, non-profit organization that is the leading producer of
public service advertisements in the United States. He holds a
BS degree and an MBA degree in Business from the University
of Southern California.

Monika Ribar has been a member of the Board of Directors since
June 2004. Since October 2006 Ms. Ribar has served as the
President and Chief Executive Officer of the Panalpina Group, a
Swiss freight forwarding and logistics services provider. She has
been a member of Panalpina’s Executive Board since February
2000, and served as Panalpina’s Chief Financial Officer from June
2005 to October 2006, and as its Chief Information Officer from
February 2000 to June 2005. From June 1995 to February 2000,
she served as Panalpina’s Corporate Controller, and from 1991
to 1995 served in project management positions at Panalpina.
Prior to joining Panalpina, Ms. Ribar worked at Fides Group
(now KPMG Switzerland), a professional services firm, serving
as Head of Strategic Planning, and was employed by the BASF
Group, a German chemical products company. Ms. Ribar holds a
Masters degree in Economics and Business Administration from
the University of St. Gallen, Switzerland. Ms. Ribar also serves as
a Director of Julius Baer Holding A.G.
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For further information regarding the Board of Directors, Board Committees, and the allocation of
responsibility between the Board of Directors and executive officers, please see our Invitation and Proxy
Statement for the 2008 Annual General Meeting, available at Attp:ir.logitech.com, under the heading
“Corporate Governance and Board of Directors Matters”.

4.  Senior Management
4.1 Members of Senior Management

The members of our senior management, referred to by Logitech as our “executive officers”, are set
out below.

Guerrino De Luca. .............. See biography above.
55 Years Old

Director since 1998

Chairman of the Board of Directors of

Logitech International S.A.

Italian national

Gerald P. Quindlen.............. Gerald P. Quindlen became the President and Chief Executive
49 Years Old Officer of Logitech in January 2008. Mr. Quindlen joined Logitech
President and Chief Executive Officer as Senior Vice President, Worldwide Sales and Marketing in
U.S. national October 2005. From August 1987 to September 2004, Mr. Quindlen

worked for Eastman Kodak Company where he was most recently
Vice President of Global Sales and Operations for the Consumer
and Professional Imaging Division and previously held senior sales
or marketing management positions in the United States, Japan
and Asia Pacific. Prior to his 17 year tenure at Eastman Kodak, he
worked for Mobil Oil Corporation in engineering. Mr. Quindlen
holds a BS degree in chemical engineering from Villanova
University in Pennsylvania, and an MBA degree in Finance from
the University of Pennsylvania’s Wharton School in Philadelphia.

Mark J. Hawkins ............... MarkJ. Hawkins joined Logitech as Senior Vice President, Finance
49 Years Old and Information Technology, and Chief Financial Officer, in April
Senior Vice President, Finance and 2006. Previously he was with Dell Corporation for six years,
Information Technology, and most recently serving as Vice President of Finance for worldwide
Chief Financial Officer procurement and logistics and the Dell Operating Council. Prior
U.S. national to joining Dell, Mr. Hawkins was employed by Hewlett-Packard

Company for eighteen years in finance and business-management
roles in the United States and abroad. Among other assignments,
he was involved in supporting the spin-off of Agilent Technologies,
formed from Hewlett-Packard’s former semiconductor and
instrument business. He also served on the board of directors
for the HP Analytical Joint Ventures in Tokyo and Shanghai.
Mr. Hawkins holds a BA degree in Operations Management from
Michigan State University, and an MBA degree in Finance from
the University of Colorado. He has also completed the Advanced
Management Program at Harvard Business School.
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DavidHenry ...................

51 Years Old

Senior Vice President,
Customer Experience and
Chief Marketing Officer
U.S. national

Junien Labrousse ...............

50 Years Old
Executive Vice President, Products
French national

L. Joseph Sullivan. . .............

55 Years Old
Senior Vice President,
Worldwide Operations
U.S. national

David Henry joined Logitech as Senior Vice President, Control
Devices Business Unit, in August 2001 and was named Senior
Vice President, Customer Experience and Chief Marketing Officer
in March 2007. From January 2000 to June 2001, Mr. Henry
served as Vice President of Business Development and Product
Management of Xigo Inc., a U.S. on-line intelligence software
company. From November 1997 to January 2000, Mr. Henry held
various positions with Jomega, a U.S. portable storage company.
His last position with Iomega was Vice President and General
Manager of Magnetic Products. Mr. Henry holds a BS degree in
Mechanical Engineering from Union College of New York.

Junien Labrousse joined Logitech as Vice President of the Video
Division in 1997. He was named Senior Vice President, Video
Business Unit in April 2001, Senior Vice President, Entertainment
and Communications in July 2005 and Executive Vice President,
Products in March 2007. Prior to joining Logitech, he was Vice
President of Engineering from 1995 to 1997 at Winnov LP, a U.S.
company engaged in the development and marketing of multimedia
products. For more than 10 years he held several engineering
and management positions at Royal Philips Electronics NV, a
global electronics company, in research and in the semiconductor
business division. Mr. Labrousse holds an MS degree in Electrical
Engineering from the Ecole Superieure d’Ingenieurs de Marseille,
France and an MBA degree from Santa Clara University
in California.

L. Joseph Sullivan joined Logitech in October 2005 as Vice
President, Operations Strategy, and was appointed Senior Vice
President, Worldwide Operations in April 2006. Prior to joining
Logitech, Mr. Sullivanwas Vice Presidentof Operational Excellence
and Quality for Carrier Corporation, a subsidiary of United
Technologies, from 2001 to 2005. Previously, he was with ACCO
Brands, Inc. in engineering and manufacturing management roles
from 1998 to 2001. Mr. Sullivan holds a BS degree in Marketing
Management and an MBA degree in Operations Management
from Suffolk University in Massachusetts.

4.2 Involvements outside Logitech of the Executive Officers

No Logitech executive officer currently has supervisory, management, or material advisory functions
outside Logitech. None of the Company’s executive officers hold any official functions or political posts.

4.3 Management Contracts

Logitech has not entered into any contractual relationships regarding the management of the Company

or its subsidiaries.
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5. Compensation, Shareholdings and Loans

Please refer to Logitech’s Compensation Report in our Invitation and Proxy Statement for our 2008
Annual General Meeting, available at http.//ir.logitech.com, for information on Logitech’s compensation of
its Board members and executive officers, and regarding how and why we make compensation decisions.

In addition, for information required to be disclosed under Swiss law regarding compensation during
fiscal year 2008 of the individual members of the Board and of the executive officers, in aggregate, and
regarding the security ownership of members of the Board of Directors and of Logitech executive officers
as of March 31, 2008, among other disclosures, please refer to Note 18 — Other Disclosures Required by
Swiss Law — included in the Consolidated Financial Statements included in our Annual Report.

6. Shareholders’ Participation Rights
6.1 Exercise and Limitations to Shareholders’ Voting Rights

Each registered share confers the right to one vote at a general meeting of shareholders. There are no
limitations to the number of voting rights that a shareholder or group of shareholders is entitled to exercise,
and there are no preferential voting rights. To exercise voting rights at a general meeting of shareholders,
a shareholder must have registered their shares by the date set by the Board of Directors for the closing of
the share register before each general meeting of shareholders. Refer to section 2.6 for more information on
the registration process.

Any shareholder may be represented at a meeting by a person of its choice who need not be a
shareholder of the Company. The power of attorney must be made in writing. The use of a form prepared
by the Company may be required.

There are currently no limitations under Swiss law or in the Company’s Articles of Incorporation
restricting the rights of shareholders outside Switzerland to hold or vote Logitech shares.
6.2 Shareholders’ Resolutions for which a Particular Majority is Required

In general, the resolutions of the general meeting of shareholders are passed with a simple majority
of the votes cast. However, a number of resolutions may only be passed with a majority of two-thirds of the
votes represented, including the following.

.  change in the Company’s corporate purpose;

o creation of shares with privileged voting rights;
. restriction of the transferability of the shares;

. creation of authorized or conditional capital;

. capital increases to be paid-in by means of existing reserves, against contributions in kind, or
conducted with a view to the acquisition of specific assets;

. grant of special benefits;
o suppression or limitation of the shareholders’ preferential subscription right;
.  change of the registered office of the Company; and

o liquidation of the Company.
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6.3 Convocation of the General Meeting of Shareholders

The Board of Directors generally convenes a general meeting of shareholders. The convocation notice
is made in writing and under Swiss law must be sent to each registered shareholder at the address recorded
in the share register at least 20 days prior to the meeting.

Under our Articles of Incorporation one or more shareholders who represent together at least 10%
of the share capital of the Company may demand that the Board of Directors convene a meeting. Such
demands must be made in writing and received by the Board of Directors at least 60 days before the date
of the proposed meeting.

The Company has received an exemption from compliance with a Nasdaq listing standard that requires
that the quorum for shareholder meetings be at least 33 ¥4% of the outstanding voting shares. Under Swiss
law, public companies do not have specific quorum requirements for sharcholder meetings. Accordingly,
Logitech, like most other Swiss public companies, does not observe quorum requirements with respect to
its shareholder meetings. In compliance with Swiss law, Logitech sends an invitation to all of its registered
shareholders and publishes the notice of the meeting in the Swiss financial press. It also sends a proxy
statement, or a notice of availability of the proxy statement, in either case prepared in accordance with
U.S. securities laws, to all registered shareholders and all beneficial shareholders where requested by the
registered shareholder or required by law. Logitech has combined the invitation required under Swiss law
and the proxy statement required under U.S. law into one document, titled Invitation and Proxy Statement,
for its 2008 Annual General Meeting, Also, to encourage attendance, Logitech holds its Annual General
Meeting close to its operations in Switzerland.

6.4 Shareholders’ Right to Place Items on the Agenda of a Meeting

Under the Company’s Articles of Incorporation, one or more registered sharcholders who together
represent shares representing at least the lesser of (i) one percent of the Company’s issued share capital or
(i) an aggregate par value of one million Swiss francs, may demand that an item be placed on the agenda
of a meeting of shareholders.

A request to place an item on the meeting agenda must be in writing, describe the proposal and be
received by our Board of Directors at least 60 days prior to the date of the meeting. Demands by registered
shareholders to place an item on the agenda of a meeting of shareholders should be sent to: Secretary to the
Board of Directors, Logitech International S.A., CH 1143 Apples, Switzerland, or c/o Logitech Inc., 6505
Kaiser Drive, Fremont, CA 94555, USA.

6.5 Registration in the Company’s Share Register

Registration into the Company’s share register, or the sub-register maintained by the Company’s U.S.
transfer agent, The Bank of New York Mellon Corporation, occurs upon request and is not subject to
any condition. The Company’s share register closes before a general meeting of shareholders on a date
designated by the Board of Directors. Only those shareholders who are registered in the share register on
the day the share register is closed have the right to vote at the meeting.

7.  Mandatory Offer and Change of Control Provisions
7.1 Mandatory Offer

Under Swiss law any shareholder who acquires more than 33 3% of the voting rights of a Swiss
company whose shares are listed in whole or in part in Switzerland is required to make an offer to acquire
all listed equity securities of the company at a minimum price. Logitech International S.A.’s Articles of
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Incorporation do not remove this requirement. The Articles do not increase the participation threshold
above which an offer must be made. Consequently, any person having acquired more than a third of the
Company’s voting rights will be required to make an offer for all outstanding shares of the Company.

7.2 Change of Control Provisions

Please refer to Logitech’s Compensation Report included in its Invitation and Proxy Statement for
the 2008 Annual General Meeting, available at http://ir.logitech.com, for information on the severance
and change of control agreements in place with Logitech’s executive officers, and regarding the potential
payments in the event of termination of service of an executive officer or a change-in-control of Logitech.

8.  Auditors

Under the Company’s Articles of Incorporation, the shareholders appoint the Company’s independent
registered public accounting firm each year at the Annual General Meeting. Re-appointment is permitted.

The Company’s group and statutory auditors are currently PricewaterhouseCoopers SA, Lausanne
branch, 45, Avenue C.F. Ramuz, P.O. Box 1172, CH-1001, Lausanne, Switzerland. PwC assumed its first
audit mandate for Logitech in 1988. They were reappointed as the Company’s statutory and group auditors
in June 2007. The responsible principal audit partner as of March 31, 2008 is Travis Randolph. For purposes
of U.S. securities law reporting, PricewaterhouseCoopers LLP serves as the Company’s independent
registered public accounting firm, and provided an opinion to management on Logitech’s consolidated
financial statements filed with the SEC on Logitech’s Annual Report on Form 10-K for fiscal year 2008.

Please refer to Logitech’s Invitation and Proxy Statement for the 2008 Compensation Report included
in its Invitation and Proxy Statement for the 2008 Annual General Meeting, available at Attp.//ir.logitech.
com, under the heading “Independent Public Accountants” and “Report of the Audit Committee” for further
information regarding the audit and non-audit fees paid by Logitech to PricewaterhouseCoopers during
fiscal year 2008, pre-approval policies for non-audit work by PricewaterhouseCoopers, and the supervisory
and control instruments of the Board of Directors, including the Audit Committee of the Board, over the
work and activities of PricewaterhouseCoopers.

9. Information Policy

The Company reports its financial results quarterly with an earnings press release. Quarterly financial
results are scheduled to be released as follows:

Q2FY09 Earnings Release and Conference Call .................... October 21, 2008
Q3FY09 Earnings Release and Conference Call .................... January 20, 2009
Q4FYO09 Earnings Release and Conference Call .................... April 21, 2009

The Company’s 2008 Annual General Meeting is to be held September 10, 2008 at Palais de Beaulieu
in Lausanne, Switzerland.

All registered shareholders and all shareholders in the United States that hold their shares through a
U.S. bank or brokerage or other nominee receive a copy of the Logitech Annual Report and Invitation and
Proxy Statement, or a notice that such documents are available. The Annual Report contains an overview
of Logitech’s business in the fiscal year, audited financial statements for the group and the Company, the
Report on Corporate Governance and other key financial and business information. The Invitation and
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Proxy Statement includes a description of the matters to be acted upon at the Annual General Meeting of
shareholders, a Compensation Report on executive officer and Board member compensation, and other
disclosures required under applicable Swiss and U.S. laws.

Logitech holds public conference calls after our quarterly earnings releases to discuss the results and
present an opportunity for institutional analysts to ask questions of the Chief Executive Officer and Chief
Financial Officer. Logitech also holds twice-annual analyst days where senior management present reviews
of Logitech’s business. These events are webcast and remain available on Logitech’s Investor Relations
website for a period of time after the events. Logitech senior management also regularly participates in
institutional investor seminars and roadshows, many of which are also webcast.

Our Investor Relations Web site is located at http://ir.logitech.com. We post and maintain an archive
of our earnings and other press releases, current reports, annual and quarterly reports, earnings release
schedule, information regarding annual general meetings, further information on corporate governance,
and other information regarding the Company on the Investor Relations Web site. The information we
post includes, and in the future will include, filings we make with the U.S. Securities and Exchange
Commission (“SEC”), including reports on Forms 20-F, 6-K, 8-K, 10-K, 10-Q, our proxy statement related
to our annual shareholders’ meeting, including our Compensation Report on executive officer and Board
member compensation, and any amendments to those reports or statements filed or furnished pursuant to
U.S. securities laws. All such filings and information are available free of charge on the web site, and we
make them available on the web site as soon as reasonably possible after we file or furnish them with the
SEC. The contents of these web sites are not intended to be incorporated by reference into this report or
in any other report or document we file and our references to these Web sites are intended to be inactive
textual references only.

In addition, Logitech publishes press releases upon occurrence of significant events within Logitech.
Shareholders and members of the public may elect to receive e-mails when Logitech issues press releases
upon occurrence of significant events within Logitech or other press releases by subscribing through
http:/fir.logitech.com/alerts.cfm.

As a Swiss company traded on the SWX Swiss Exchange, and as a company subject to the provisions
of Section 16 of the Securities Exchange Act of 1934, as amended, we file reports on transactions in
Logitech securities by members of Logitech’s Board of Directors and executive officers. The reports that
we file with the SEC on Forms 3, 4 and 5 may be accessed on our website or on the SEC’s website at
http://www.sec.gov, and the reports that we file that are published by the SWX Swiss Exchange may be
accessed at http://www.swx.com/admission/being _public/mtrans/publication_en. html.

For no charge, a copy of our annual reports and filings made with the SEC can be requested by
contacting our Investor Relations department: Logitech Investor Relations, 6505 Kaiser Drive, Fremont,
CA 94555 USA, Main 510-795-8500, e-mail: investorrelations@logitech.com

The public may read and copy any materials the Company files with the SEC at the SEC’s Public
Reference Room at 100 F Street, NE, Washington, DC 20549. The public may obtain information on the
operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.
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LOGITECH INTERNATIONAL S.A.
Consolidated Subsidiaries

[OPEN]
Group
Name of Subsidiary Jurisdiction of Incorporation Holding % Share Capital
EUROPE
3Dconnexion GmbH ................. Federal Republic of Germany 100 EUR 27,727
3Dconnexion Holding S.A. ............ Switzerland 100 CHF 100,000
3Dconnexion Polska Sp z.o.0o........... Poland 100 PLZ 50,000
Labtec Europe SA. .................. Switzerland 100 CHF 150,000
Logi Trading and Services
Limited Liability Company. ......... Hungary 100 HUF 3,000,000
Logitech UK. Limited. ............... United Kingdom 100 EUR 20,000
Logitech (Jersey) Limited ............. Jersey, Channel Islands 100 USD 188
Logitech 3D Holding GmbH . .......... Federal Republic of Germany 100 USD 28,039
Logitech Czech Republic, s.r.o.......... Czech Republic 100 CZK 200,000
Logitech Espana BCNSL ............. Spain 100 EUR 50,000
Logitech Europe S.A.................. Switzerland 100 CHF 100,000
SAS Logitech France................. Republic of France 100 EUR 182,939
LogitechGmbH . .................... Federal Republic of Germany 100 EUR 25,565
Logitech Ireland Services Limited. . . .. .. Ireland 100 EUR 3
Logitech ItaliaSRL .. ................ Republic of Italy 100 EUR 20,000
Logitech NordicAB.................. Sweden 100 SEK 100,000
Logitech Benelux B.V................. Kingdom of the Netherlands 100 EUR 18,151
Logitech Poland Spolka z.0.0........... Poland 100 PLN 50,000
LogitechS.A......... .. ... .. ... ... Switzerland 100 CHF 200,000
Logitech Austria GmbH. .............. Austria 100 EUR 35,000
Logitech Middle East FZ-LLC ......... United Arab Emirates 100 AED 100,000
Logitech (Streaming Media) SA ........ Switzerland 100 CHF 100,000
Logitech Hellas MEPE ............... Greece 100 EUR 18,000
Logi Peripherals Technologies
(South Africa) (Proprietary) Limited. .. South Africa 100 ZAR 1,000
AMERICAS
3DconnexionInc..................... United States of America 100 USD 70,708
Dexxa Accessorios De Informatica
DoBrasilLtda. ................... Brazil 100 BRL 10,000
Logitech (Intrigue) Inc. . .............. Canada 100 CAD 1,661,340
LabtecInc.......................... United States of America 100 USD 44,864
Logitech de Mexico S.A.de C.V. ....... Mexico 100 MXN 50,000
Logitech Canadalnc.................. Canada 100 CAD 100
LogitechInc. ....................... United States of America 100 USD 11,522,396
Logitech (Streaming Media) Inc......... United States of America 100 USD 10
Logitech (Slim Devices) Inc. .......... United States of America 100 USD 10
WilLife,Inc. ........................ United States of America 100 USD 10
Logitech Servicios Latinoamérica,
SA.deCV......oooiiiii Mexico 100 MXN 50,000
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LOGITECH INTERNATIONAL S.A.

Consolidated Subsidiaries—(Continued)

Name of Subsidiary

ASIA PACIFIC
LogiCool Co., Ltd....................
Logitech Electronic (India)

Private Limited . ..................
Logitech Far East, Ltd.. . ..............
Logitech Hong Kong Limited ..........
Logitech KoreaLtd...................
Logitech New Zealand Co., Ltd. . ... ....
Logitech Service Asia Pacific Pte. Ltd. . . .
Logitech Singapore Pte. Ltd. .. .........
Logitech Technology (Suzhou) Co., Ltd.. .
Logitech Trading (Shanghai) Co. Ltd.. . ..
Suzhou Logitech Computing

Equipment Co., Ltd. ...............
Suzhou Logitech Electronic Co. Ltd.. . . ..
Logitech Asia Logistics Limited . . ......
Logitech Asia Pacific Limited . .........
Logitech Australia Computer

Peripherals Pty Limited. ............
Logitech (Beijing) Trading Company

Limited .........................

Group
Jurisdiction of Incorporation Holding % Share Capital
Japan 100 JPY 155,000,000
India 100 INR 107,760
Taiwan, Republic of China 100 TWD 480,000,000
Hong Kong 100 USD 1,282
Korea 100 KRW 150,144,225
New Zealand 100 NZD 10,000
Republic of Singapore 100 uUSD 1
Republic of Singapore 100 SGD 500
People's Republic of China 100 USD 22,000,000
People's Republic of China 100 CNY 1,655,440
People's Republic of China 100 USD 7,500,000
People's Republic of China 100 USD 5,000,000
Hong Kong 100 USD 13
Hong Kong 100 USD 13
Commonwealth of Australia 100 AUD 12
People's Republic of China 100 CNY 5,000,000
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REPORT OF THE GROUP AUDITORS
TO THE GENERAL MEETING OF
LOGITECH INTERNATIONAL S.A.
APPLES, SWITZERLAND

As auditors of the group, we have audited the consolidated financial statements (balance sheet, income
statement, statement of cash flows, statement of changes in equity and notes) of Logitech International SA
for the year ended March 31, 2008, listed in the index appearing on page F-1.

These consolidated financial statements are the responsibility of the board of directors. Our
responsibility is to express an opinion on these consolidated financial statements based on our audit. We
confirm that we meet the legal requirements concerning professional qualification and independence.

Our audit was conducted in accordance with Swiss Auditing Standards and with the standards of
the Public Company Accounting Oversight Board (United States), which require that an audit be planned
and performed to obtain reasonable assurance about whether the consolidated financial statements are
free from material misstatement. We have examined on a test basis evidence supporting the amounts and
disclosures in the consolidated financial statements. We have also assessed the accounting principles used,
significant estimates made and the overall consolidated financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the financial position,
the results of operations and the cash flows in accordance with accounting principles generally accepted in
the United States of America and comply with Swiss law.

We recommend that the consolidated financial statements submitted to you be approved.

PricewaterhouseCoopers SA

7 a e

Travis Randolph Pierre-Alain Dévaud
Auditor in charge

Lausanne, Switzerland
May 30, 2008



LOGITECH INTERNATIONAL S.A.

CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except per share amounts)

Year ended March 31,
2008 2007 2006

Netsales. . ... $2,370,496  $2,066,569 $1,796,715
Costofgoodssold . ........ ... ... ... ... 1,521,378 1,357,044 1,222,605
Gross profit .. ... 849,118 709,525 574,110
Operating expenses:

Marketing and selling ........................... 324,451 272,264 221,504

Research and development. . ...................... 124,544 108,256 87,953

General and administrative ....................... 113,443 98,143 65,742

Total operating eXpenses . .................... 562,438 478,663 375,199

Operating inCome . ... ..ottt 286,680 230,862 198,911
Interestincome, net.............. ..., 15,508 8,733 3,591
Other income (expense), Net ... ...........c.ouuuienon.. (39,374) 15,962 7,352
Income before incometaxes .......................... 262,814 255,557 209,854
Provision for income taxes . ............ ... ... 31,788 25,709 28,749
Netincome® . ... ... $ 231,026 $ 229,848 $ 181,105
Net income per share:

BasiC. . ..o $ 127 § 126 §$ 1.00

Diluted . .......... . $ 123§ 120 §$ 92
Shares used to compute net income per share:

BasiC. ... o 181,362 182,635 181,361

Diluted . .......... . 187,942 190,991 198,769

(1) Net income for fiscal year 2008 and 2007 includes share-based compensation expense under SFAS
123R of $16.3 million and $14.9 million, net of tax benefit, related to employee stock options and
employee stock purchases. The consolidated statement of income for fiscal year 2006 does not include
the effect of share-based compensation expense, because the Company implemented SFAS 123R using
the modified prospective transition method effective April 1, 2006.

The accompanying notes are an integral part of these consolidated financial statements.
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LOGITECH INTERNATIONAL S.A.

CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

March 31,
2008 2007
ASSETS
Current assets:
Cashand cash equivalents . . ........... ...ttt $ 482,352 $ 196,197
Short-term INVEStMENTS . . . . .ottt 3,940 214,625
Accountsreceivable. . ... ... ... 373,619 310,377
INVENtOTIES . . . . oo 245,737 217,964
Other Current assets . . .. ... .ottt 60,668 68,257
Total CUITENt ASSELS. . . o\ v vt ettt e e e 1,166,316 1,007,420
Property, plant and equipment ... ........... ... 104,461 87,054
GoodwWill . ... 194,383 179,991
Other intangible assets. . . ... ...t 21,730 18,920
O T @SSeTS .« .\ ottt 40,042 34,078
Total @SSELS . . . ottt $1,526,932 $1,327,463
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term debt . .. ... . $ — $ 11,856
Accounts payable. .. ... ... 287,001 218,129
Accrued labilities . .. ... ... . 156,094 228,310
Total current liabilities. . . ... ... .. 443,095 458,295
Other liabilities . . ... ... 123,793 24,644
Total liabilities . . ... ... o 566,888 482,939
Commitments and contingencies
Shareholders’ equity:
Shares, par value CHF 0.25 - 231,606,620 authorized, 60,661,860 conditionally
authorized and 191,606,620 issued at March 31, 2008; 231,606,620
authorized, 71,561,860 conditionally authorized and 191,606,620 issued at
March 31,2007 . . ..o 33,370 33,370
Additional paid-incapital. . .. ... ... 49,821 72,779
Shares in treasury, at cost, 12,431,093 at March 31, 2008 and 9,363,639 at
March 31,2007 . . ..o (338,293) (217,073)
Retained earnings. . .. ... 1,234,629 995,606
Accumulated other comprehensive loss. . ............... ... ... ... ... .. (19,483) (40,158)
Total shareholders’ equity .. ....... ...t 960,044 844,524
Total liabilities and shareholders’ equity .. .......................... $1,526,932 $1,327,463

The accompanying notes are an integral part of these consolidated financial statements.
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LOGITECH INTERNATIONAL S.A.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activities:

NEtINCOME. . . . vttt ettt e et e

Non-cash items included in net income:
Depreciation . ........o.i i
Amortization of other intangible assets. .. ................
Share-based compensation expense related to options and

purchaserights. . ....... .. .. ... ... . ... . .. .. ...

Write-down of investments. .. .........................
Gain on sale of investment . ...........................
Excess tax benefits from share-based compensation .. ......
Gain on cash surrender value of life insurance policies . . . . ..
In-process research and development. . ..................
Deferred income taxes and other. . ......................

Changes in assets and liabilities, net of acquisitions:
Accounts receivable ......... L. i
Inventories. .. ....o i
Other assets . .. ..ottt e
Accountspayable ......... ... .
Accrued liabilities . . ............ .

Net cash provided by operating activities. . ...........

Cash flows from investing activities:

Purchases of property, plant and equipment ... ................
Purchases of short-term investments. ........................
Sales of short-term investments. . . ........ ... ... ... ... ...
Sale of investment. . ....... ...ttt
Acquisitions, net of cash acquired. .. ........ ... ... ... ... ..
Premiums paid on cash surrender value life insurance policies . . . .

Net cash provided by (used in) investing activities . . . ..

Cash flows from financing activities:

Borrowings (repayments) of short-termdebt ..................
Purchases of treasury shares .. .............. .. ... ... .....

Proceeds from sale of shares upon exercise of options
and purchaserights. . ....... ... .. .. . . i
Excess tax benefits from share-based compensation. . ...........
Net cash used in financing activities. . . ..............

Effect of exchange rate changes on cash and cash equivalents ........

Net increase (decrease) in cash and cash equivalents. . . .

Cash and cash equivalents at beginning of period ..................
Cash and cash equivalents at end of period .......................

Supplemental cash flow information:

Interest paid. .. .. ..ot
Incometaxes paid . ...t

Non-cash financing activities:

Conversion of convertible debt to registered shares . ............

Year ended March 31,

2008 2007 2006
$ 231,026 $ 229,848 $ 181,105
43,831 35,239 29,880
5,391 4,876 4,641
21,040 19,464 —
79,823 — 1,168
(27,761) (8,980) (560)
(15231)  (13,076) —
(724) (1,006) (1,523)
— 1,000 —
(2,138) (9,175) (3,701)
(31,212) (9.917)  (66,651)
(10,230)  (11,478)  (25.425)
(10,725) (8,637) (5,416)
61,096 33,890 5,162
48,893 41,777 33,537
393,079 303,825 152217
(57,900)  (47,246)  (54,102)
Swan ooz — R
538,479 201,850 —
13,308 12,874 —
(59,722)  (20,524) 860
(1,151) (537) (1,464)
53,221 (270,058)  (54,706)
(11,739) (2,181) 5,192
(219,742)  (138,095)  (241,352)
50,603 44,706 49,206
15,231 13,076 —
(165,647)  (82.494) (186,954
5,502 (90) (6,820)
286,155 (48,817)  (96,263)
196,197 245014 341,277
$ 482,352 $ 196,197 $ 245,014
$ 2 % 178§ 1582
$ 11,655 $ 10,165 $ 6456
$  — 0§ —  $138674

The accompanying notes are an integral part of these consolidated financial statements.
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LOGITECH INTERNATIONAL S.A.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

March 31, 2005
Netincome. .........oovviiiiineeinnnn. .
Cumulative translation adjustment. . .........
Change in unrealized gain on investment, net
of tax of $1,659
Deferred realized hedging loss. .............
Total comprehensive income
Tax benefit from exercise of stock options. . . . .
Purchase of treasury shares
Sale of shares upon exercise of options and
purchase rights
Conversion of convertible debt. . ............
March 31, 2006
Netincome. .........ooviiiunnieinnnnn...
Cumulative translation adjustment. . .........
Change in unrealized gain on investment, net
oftax of $601. . ... ...
Reclassification adjustment for net realized
gains on investment, net of tax of $1,058. . ..
Deferred realized hedging loss. .............
Total comprehensive income
Adoption of SFAS 158, net of tax of $859
Tax benefit from exercise of stock options. . . . .
Purchase of treasury shares
Sale of shares upon exercise of options and
purchase rights
Share-based compensation expense related to
employee stock options and stock
purchaseplan..........................
March 31, 2007
Netincome. . ..........couuuiiiiinnnna...
Cumulative translation adjustment. . .........
Realized hedging loss
Actuarial loss on pension plan, net
oftax of $31. ... ... .. il
Total comprehensive income
Change in pension plan measurement date . . . .
Adjustment for the adoption of FASB
Interpretation No. 48 (FIN 48)
Tax benefit from exercise of stock options. . . . .
Purchase of treasury shares
Sale of shares upon exercise of options and
purchase rights
Share-based compensation expense related to
employee stock options and stock
purchaseplan..........................
March 31, 2008

(In thousands)
Accumulated
Additional other
Registered shares paid-in Treasury shares Retained comprehensive
Shares  Amount capital Shares Amount earnings loss Total
191,606 $33,370 $125,745 14,642 $(173,728) $ 584,653 $(43,891) $ 526,149
— — — — — 181,105 — 181,105
— — — — — — (3,314) (3,314)
— — — — — — 19,611 19,611
— — — — — — (617) (617)
196,785
— — 15,714 — — — — 15,714
— — — 12,276 (241,352) — — (241,352)
— — (46,716)  (7,066) 95,922 — — 49,206
— — 5,596 (10,897) 133,078 — — 138,674
191,606 $33,370 $100,339 8,955 $(186,080) $ 765,758 $(28,211) $ 685,176
— — — — — 229,848 — 229,848
— — — — — — 9,695 9,695
— — — — — — (10,211) (10,211)
— — — — — — (9,400) (9,400)
— — — — — — 697 697
220,629
— — — — — — (2,728) (2,728)
— — 14,668 — — — — 14,668
— — — 5,610 (138,095) — — (138,095)
— — (62,396)  (5,201) 107,102 — — 44,706
— — 20,168 — — — — 20,168
191,606 $33,370 § 72,779 9,364  $(217,073) $ 995,606 $(40,158) $ 844,524
— — — — — 231,026 — 231,026
— — — — — — 28,006 28,006
— — — — — — (992) (992)
— — — — — — (6,339) (6,339)
251,701
— — — — — (317) — (317)
— — — — — 8,314 — 8,314
— — 3,894 — — — — 3,894
— — — 7,784 (219,742) — — (219,742)
— — (47,919) (4,717) 98,522 — — 50,603
— — 21,067 — — — — 21,067
191,606 $33,370 $ 49,821 12,431 $(338,293) $1,234,629 $(19.,483) $ 960,044

The accompanying notes are an integral part of these consolidated financial statements.
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LOGITECH INTERNATIONAL S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — The Company

Logitech International S.A. is a world leader in peripherals for personal computers and other digital
platforms, developing and marketing innovative products in PC navigation, Internet communications,
digital music, home-entertainment control, interactive gaming and wireless devices. For the PC, the
Company’s products include mice, trackballs, keyboards, video security, gaming controllers, multimedia
speakers, headsets, webcams and 3D control devices. For digital music devices, the Company’s products
include speakers and headphones. For gaming consoles, the Company offers a range of controllers and other
accessories. In addition, Logitech offers wireless music solutions for the home, advanced remote controls
for home entertainment systems and a PC-based video security solution for a home or small business. The
Company generates revenues from sales of its products to a worldwide network of retail distributors and
resellers and to original equipment manufacturers (“OEMs”). The Company’s sales to its retail channels
comprise the large majority of its revenues.

Logitech was founded in Switzerland in 1981, and Logitech International S.A. has been the parent
holding company of Logitech since 1988. Logitech International S.A. is a Swiss holding company with
its registered office in Apples, Switzerland, which conducts its business through subsidiaries in North
America, Europe and Asia Pacific. Shares of Logitech International S.A. trade on both the Nasdaq Global
Select Market, under the trading symbol LOGI, and the SWX Swiss Exchange, under the trading symbol
LOGN.

Note 2 — Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements include the accounts of Logitech and its subsidiaries. All
intercompany balances and transactions have been eliminated. The consolidated financial statements are
presented in accordance with accounting principles generally accepted in the United States of America
(“U.S. GAAP”) and comply with Swiss law. In the opinion of management, these financial statements
include all adjustments, consisting of normal recurring adjustments, necessary for a fair statement of the
results for the periods presented. Certain prior year financial statement amounts have been reclassified to
conform to the current year presentation with no impact on previously reported net income.

Fiscal Year

The Company’s fiscal year ends on March 31. Interim quarters are thirteen-week periods, each ending
on a Friday. For purposes of presentation, the Company has indicated its quarterly periods as ending on the
month end.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to
make judgments, estimates and assumptions that affect reported amounts of assets, liabilities, net sales
and expenses, and the disclosure of contingent assets and liabilities. Although these estimates are based on
management’s best knowledge of current events and actions that may impact the Company in the future,
actual results could differ from those estimates.




LOGITECH INTERNATIONAL S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Foreign Currencies

The functional currency of the Company’s operations is primarily the U.S. dollar. To a lesser extent,
certain operations use the Euro, Swiss franc, Japanese yen or the local currency of the country as their
functional currencies. The financial statements of the Company’s subsidiaries whose functional currency
is other than the U.S. dollar are translated to U.S. dollars using period-end rates of exchange for assets and
liabilities and monthly average rates for revenues and expenses. Cumulative translation gains and losses
are included as a component of shareholders’ equity in accumulated other comprehensive loss. Gains and
losses arising from transactions denominated in currencies other than a subsidiary’s functional currency
are reported in other income, net in the statement of income.

Revenue Recognition
Revenues are recognized when all of the following criteria are met:
. evidence of an arrangement exists between the Company and the customer;
. delivery has occurred and title and risk of loss transfer to the customer;
. the price of the product is fixed or determinable; and
. collectibility of the receivable is reasonably assured.

Revenues from sales to distributors and authorized resellers are recognized net of estimated product
returns and expected payments for cooperative marketing arrangements, customer incentive programs and
price protection. Significant management judgments and estimates must be used to determine the cost of
these programs in any accounting period.

The Company grants limited rights to return product, and return rights vary by customer. Estimates
of expected future product returns are recognized as a reduction of revenue at the time of sale, based on
analyses of historical trends by customer and by product, distributor and retailer inventory levels, and other
factors.

Cooperative marketing arrangements include contractual customer marketing and sales incentive
programs. Under the customer marketing programs, the Company generally offers customers an allowance
for marketing activities equal to a negotiated percentage of sales. Other sales incentive programs include
various fixed discount and rebate programs. The costs of cooperative marketing arrangements and other
sales incentive programs are recognized as a reduction of the sale price at the time of sale and are estimated
based on the negotiated fixed percentage of the customer’s purchases in the period the Company recognizes
revenue. Accruals for sales incentive programs are recorded at the time of sale based on negotiated terms,
historical experience and inventory levels in the channel.

Customer incentive programs include volume and consumer rebates. Volume rebates are related to
purchase volumes or sales of specific products by distributors to specified retailers. Consumer rebates are
offered from time to time at the Company’s discretion directly to end-users. Contractual volume rebates
to distribution or retail customers are recognized as a reduction of the sale price at the time of shipment,
and are estimated based on the negotiated terms and the Company’s historical experience. The costs of
consumer rebates are recorded at the time the incentive is offered and are estimated based on historical
experience and the specific terms and conditions of the incentive.
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LOGITECH INTERNATIONAL S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The Company has contractual agreements with certain of its customers that contain terms allowing
price protection credits to be issued for customers’ on-hand or in transit new inventory if the Company,
in its sole discretion, lowers the price of the product. The estimated costs of price protection programs
are recorded as a reduction of revenue at the time of sale based on planned price reductions, units held by
qualifying customers and historical trends by customer and by product.

The Company regularly evaluates the adequacy of its accruals for product returns, cooperative
marketing arrangements, customer incentive programs and price protection. When the variables used
to estimate these costs change, or if actual costs differ significantly from the estimates, the Company
recognizes adjustments to recorded costs in the period of change. If, at any future time, the Company
becomes unable to reasonably estimate these costs, recognition of revenue may be deferred until products
are sold to end-users.

The Company’s shipping and handling costs are included in cost of sales in the accompanying
Consolidated Statements of Income for all periods presented.

Research and Development Costs

Costs related to research, design and development of products, which consist primarily of personnel,
product design and infrastructure expenses, are charged to research and development expense as they are
incurred.

Advertising Costs

Advertising costs are expensed as incurred and amounted to $188.5 million, $169.8 million and $144.2
million in fiscal years 2008, 2007 and 2006. Advertising costs are recorded as either a marketing and selling
expense or a deduction from revenue. Advertising costs reimbursed by the Company to a customer must
have an identifiable benefit and an estimable fair value in order to be classified as an operating expense. If
these criteria are not met, the cost is classified as a reduction of revenue.

Cash Equivalents

The Company considers all highly liquid instruments purchased with an original maturity of three
months or less to be cash equivalents.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist
principally of cash and cash equivalents and accounts receivable. The Company maintains cash and cash
equivalents with various financial institutions to limit exposure with any one financial institution.

The Company sells to large OEMs, distributors and key retailers and, as a result, maintains individually
significant receivable balances with such customers. As of March 31, 2008, two customers each represented
15% of total accounts receivable. As of March 31, 2007, one customer represented 16% of total accounts
receivable. Typical payment terms require customers to pay for product sales generally within 30 to 60
days; however terms may vary by customer type, by country and by selling season. Extended payment
terms are sometimes offered to a limited number of customers during the second and third fiscal quarters.
The Company does not modify payment terms on existing receivables.
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LOGITECH INTERNATIONAL S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The Company’s OEM customers tend to be well-capitalized, multi-national companies, while
distributors and key retailers may be less well-capitalized. The Company manages its accounts receivable
credit risk through ongoing credit evaluation of its customers’ financial condition. The Company generally
does not require collateral from its customers.

Allowances for Doubtful Accounts

Allowances for doubtful accounts are maintained for estimated losses resulting from the inability of
the Company’s customers to make required payments. The allowances are based on the Company’s regular
assessment of the credit worthiness and financial condition of specific customers, as well as its historical
experience with bad debts and customer deductions, receivables aging, current economic trends, geographic
or country-specific risks and the financial condition of its distribution channels. Bad debt expense for fiscal
years 2008, 2007 and 2006 amounted to $603,000, $527,000 and $9,000.

Inventories

Inventories are stated at the lower of cost or market. Cost is computed on a first-in, first-out basis.
The Company records write-downs of inventories which are obsolete or in excess of anticipated demand or
market value based on a consideration of product life cycle stage, technology trends, historical sales, product
development plans, component cost trends and assumptions about future demand and market conditions.

Investments

The Company’s short-term investments are primarily auction rate securities and are classified as
available-for-sale as of March 31, 2008. Auction rate securities generally have maturity dates greater than
10 years, with interest rates that typically reset through an auction every 28 days. The Company’s short-
term investments are reported at estimated fair value. The fair value of short-term investments is estimated
based on quoted market prices, if available, or by estimating the values of the underlying collateral using
published mortgage indices or interest rate spreads for comparably-rated collateral and applying discounted
cash flow or option pricing methods to the estimated collateral value.

Property, Plant and Equipment

Property, plant and equipment are stated at cost. Additions and improvements are capitalized, and
maintenance and repairs are expensed as incurred. The Company capitalizes the cost of software developed
for internal use in connection with major projects. Costs incurred during the feasibility stage are expensed,
whereas costs incurred during the application development stage are capitalized.

With the exception of tooling, depreciation is provided using the straight-line method. Plant and
buildings are depreciated over estimated useful lives from ten to twenty-five years, equipment over useful
lives from three to five years, software development over useful lives of three to five years and leasehold
improvements over the life of the lease, not to exceed five years. Tooling is depreciated over the forecasted
life of the tool, not to exceed one year from the time it is placed into production. Depreciation for tooling is
calculated based on the forecasted production volume and adjusted quarterly based on actual production.
When property and equipment is retired or otherwise disposed of, the cost and accumulated depreciation
are relieved from the accounts and the net gain or loss is included in the determination of net income.
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LOGITECH INTERNATIONAL S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Goodwill and Other Intangible Assets

The Company’s intangible assets principally include goodwill, acquired technology, trademarks,
customer contracts and customer relationships, and other. Intangible assets with finite lives, which include
acquired technology, trademarks, customer contracts and customer relationships, and other, are recorded
at cost and amortized using the straight-line method over their useful lives ranging from one month to ten
years. Intangible assets with indefinite lives, which include goodwill, are recorded at cost and evaluated at
least annually for impairment.

Impairment of Long-Lived Assets

The Company reviews long-lived assets, such as investments, property and equipment, and intangible
assets, for impairment whenever events indicate that the carrying amounts might not be recoverable.
Recoverability of investments, property and equipment, and other intangible assets is measured by
comparing the projected undiscounted net cash flows associated with those assets to their carrying values.
If an asset is considered impaired, it is written down to fair value, which is determined based on the asset’s
projected discounted cash flows or appraised value, depending on the nature of the asset. Goodwill is
evaluated for impairment at least annually.

Income Taxes

The Company provides for income taxes using the liability method, which requires that deferred
tax assets and liabilities be recognized for the expected future tax consequences of temporary differences
resulting from differing treatment of items for tax and accounting purposes. In estimating future tax
consequences, expected future events are taken into consideration, with the exception of potential tax law
or tax rate changes.

During the first quarter of fiscal year 2008, Logitech adopted the provisions of Financial Accounting
Standards Board (“FASB”) Interpretation No. 48 (As Amended), “Accounting for Uncertainty in Income
Taxes—an interpretation of FASB Statement No. 109” (“FIN 48”). Note 13 of the condensed consolidated
financial statements describes FIN 48 and the effects on our results of operations and financial position
arising from its adoption.

The Company’s assessment of uncertain tax positions under FIN 48 requires that management make
estimates and judgments about the application of tax law, the expected resolution of uncertain tax positions
and other matters. In the event that uncertain tax positions are resolved for amounts different than the
Company’s estimates, or the related statutes of limitations expire without the assessment of additional
income taxes, the Company will be required to adjust the amounts of the related assets and liabilities in the
period in which such events occur. Such adjustments may have a material impact on the Company’s income
tax provision and its results of operations.

Fair Value of Financial Instruments

The carrying value of certain of the Company’s financial instruments, including cash, cash equivalents,
accounts receivable, accounts payable and short-term debt approximates fair value due to their short
maturities. The Company’s short-term investments are reported at estimated fair value. The fair value of
short-term investments is estimated based on quoted market prices, if available, or by estimating the values
of the underlying collateral using published mortgage indices or interest rate spreads for comparably-rated
collateral and applying discounted cash flow or option pricing methods to the estimated collateral value.
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LOGITECH INTERNATIONAL S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Net Income per Share

Basic net income per share is computed by dividing net income by the weighted average outstanding
shares. Diluted net income per share is computed using the weighted average outstanding shares and dilutive
share equivalents. Dilutive share equivalents consist of employee stock options and convertible debt.

The dilutive effect of in-the-money stock options is calculated based on the average share price for
each fiscal period using the treasury stock method, which assumes that the amount used to repurchase shares
includes the amount the employee must pay for exercising stock options, the amount of compensation cost
not yet recognized for future service, and the amount of tax benefits that would be recorded in additional
paid-in capital when the award becomes deductible. The dilutive effect of convertible debt is based upon
conversion, computed using the if-converted method.

Share-Based Compensation Expense

The Company adopted the fair value recognition provisions of Statement of Financial Accounting
Standards No. 123 (revised 2004), “Share-Based Payments” (“SFAS 123R”), effective April 1, 2006, using
the modified prospective transition method. Therefore, results for periods prior to April 1, 2006 have not
been restated to include share-based compensation expense calculated in accordance with SFAS 123R. The
Company recognized share-based compensation expense in those periods in accordance with Accounting
Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB 25”). In March 2005,
the Securities and Exchange Commission (“SEC”) issued Staff Accounting Bulletin No. 107 (“SAB 107”)
regarding the SEC’s interpretation of SFAS 123R and the valuation of share-based payments for public
companies. Logitech has applied the provisions of SAB 107 in its adoption of SFAS 123R.

Share-based compensation expense for fiscal years 2008 and 2007 includes compensation expense,
reduced for estimated forfeitures, for share-based compensation awards granted prior to but not yet vested
as of April 1, 2006, based on the grant-date fair value estimated using the Black-Scholes-Merton option-
pricing valuation model in accordance with the original provisions of Statement of Financial Accounting
Standards No. 123, “Accounting for Stock-Based Compensation” (“SFAS 123”). These compensation costs
arerecognized in accordance with Financial Accounting Standards Board Interpretation No. 28, “Accounting
for Stock Appreciation Rights and Other Variable Stock Option or Award Plans”, on a straight-line basis
over the service period for each separately vesting portion of the award (multiple-option approach).

Share-based compensation expense for fiscal years 2008 and 2007 also includes compensation
expense, reduced for estimated forfeitures, for awards granted after April 1, 2006 based on the grant-date
fair value estimated using the Black-Scholes-Merton option-pricing valuation model. These compensation
costs are recognized on a straight-line basis over the service period of the award, which is generally the
option vesting term of four years (single-option approach).

Prior to adopting SFAS 123R, tax benefits resulting from the exercise of stock options were presented
as operating cash flows in the consolidated statement of cash flows. SFAS 123R requires cash flows
resulting from excess tax benefits to be classified as cash flows from financing activities. Excess tax
benefits are realized tax benefits from tax deductions for exercised options in excess of the deferred tax
asset attributable to share-based compensation costs for such options.

The Company will recognize a benefit from share-based compensation in paid-in capital only if an
incremental tax benefit is realized after all other available tax attributes have been utilized. For income tax
footnote disclosure, the Company has elected to offset deferred tax assets against the valuation allowance
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

related to the net operating loss and tax credit carryforwards from accumulated tax benefits determined
under APB 25. The Company will recognize these tax benefits in paid-in capital in accordance with Footnote
82 of SFAS 123R when the deduction reduces cash taxes payable. In addition, the Company has elected to
account for the indirect benefits of share-based compensation on the research tax credit through the income
statement (continuing operations) rather than through paid-in capital.

The adoption of SFAS 123R had a material impact on earnings per share and the consolidated financial
statements for fiscal years 2008 and 2007, and is expected to continue to materially impact the Company’s
financial statements in the foreseeable future.

Comprehensive Income

Comprehensive income is defined as the total change in shareholders’ equity during the period
other than from transactions with shareholders. Comprehensive income consists of net income and other
comprehensive income, a component of sharcholders’ equity. Other comprehensive income is comprised
of foreign currency translation adjustments from those entities not using the U.S. dollar as their functional
currency, unrealized gains and losses on marketable equity securities, net deferred gains and losses and prior
service costs for defined benefit pension plans, and net deferred gains and losses on hedging activity.

Derivative Financial Instruments

The Company enters into foreign exchange forward contracts to reduce the short-term effects of
foreign currency fluctuations on certain foreign currency receivables or payables and to provide against
exposure to changes in foreign currency exchange rates related to its subsidiaries’ forecasted inventory
purchases. These forward contracts generally mature within one to three months. The Company may also
enter into foreign exchange swap contracts to extend the terms of its foreign exchange forward contracts.

The Company follows the provisions of Statement of Financial Accounting Standards No. 133,
Accounting for Derivative Instruments and Hedging Activities, (“SFAS 133”) as amended, which establishes
accounting and reporting standards for derivative instruments and hedging activities. Gains or losses in
fair value on forward contracts which offset translation losses or gains on foreign currency receivables or
payables are recognized in earnings monthly and are included in other income (expense). Gains or losses
in fair value on forward contracts related to forecasted inventory purchases are also recognized in earnings
monthly and are included in cost of goods sold.

Recent Accounting Pronouncements

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements” (“SFAS 157”’). SFAS 157 defines fair value, establishes a framework for measuring fair value
under generally accepted accounting principles, and expands disclosures about fair value measurements.
SFAS 157 affects other accounting pronouncements that require or permit fair value measurements where
the FASB has previously concluded that fair value is the relevant measurement attribute. SFAS 157 does
not require any new fair value measurements, but may change current practice in some instances. SFAS
157 is effective for fiscal years beginning after November 15, 2007. The Company will adopt SFAS 157
in the first quarter of fiscal year 2009. In February 2008, the FASB issued FASB Staff Position No. 157-2,
“Effective Date of FASB Statement No. 157 (“FSP 157-2”). FSP 157-2 permits a one-year deferral in
applying the measurement provisions of SFAS 157 to non-financial assets and non-financial liabilities that
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are not recognized or disclosed at fair value in an entity’s financial statements on a recurring basis (at least
annually). We are currently evaluating the impact that SFAS 157 and FSP 157-2 will have on the Company’s
consolidated financial statements and disclosures.

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, “The Fair
Value Option for Financial Assets and Liabilities - including an amendment of FASB Statement No. 115”
(“SFAS 159”), which permits entities to choose to measure many financial instruments and certain other
items at fair value at specified election dates. Unrealized gains and losses on items for which the fair value
option has been elected shall be reported in earnings at each subsequent reporting date. SFAS 159 also
establishes presentation and disclosure requirements. SFAS 159 is effective for fiscal years beginning
after November 15, 2007 and would be applied prospectively in the first quarter of the Company’s fiscal
year 2009. The Company is evaluating which eligible items might be measured at fair value, and what the
financial statement and disclosure impact would be.

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 141 (revised
2007), Business Combinations (“SFAS 141R”). SFAS 141R will significantly change the accounting
for business combinations in a number of areas including the treatment of contingent consideration,
contingencies, acquisition costs, in-process research and development and restructuring costs. In addition,
under SFAS 141R, changes in deferred tax asset valuation allowances and acquired income tax uncertainties
in a business combination after the measurement period will impact income taxes. SFAS 141R is effective
for fiscal years beginning after December 15, 2008 and, as such, we will adopt this standard for any future
acquisitions beginning in fiscal year 2010.

In March 2008, the FASB issued Statement of Financial Accounting Standards No. 161, “Disclosures
about Derivative Instruments and Hedging Activities — an amendment of FASB Statement No. 133” (“SFAS
161”). This Statement requires enhanced disclosures about an entity’s derivative and hedging activities.
SFAS 161 is effective for financial statements issued for fiscal years beginning after November 15, 2008
and interim periods within those fiscal years. We will adopt SFAS 161 in the first quarter of fiscal year
2010, and we are evaluating the disclosure impact.

Note 3 — Net Income per Share

The computations of basic and diluted net income per share for the Company were as follows (in
thousands except per share amounts):

Year ended March 31,
2008 2007 2006
Netincome —basic . ... $231,026 $229,848 $181,105
Convertible debt interest expense, net of income taxes. ........... — — 1,520
Netincome —diluted. . . ... . $231,026 $229,848 $182,625
Weighted average shares —basic ............................. 181,362 182,635 181,361
Effect of dilutive stock options. . .. ........... ... .. ... ....... 6,580 8,356 11,380
Effect of dilutive convertibledebt . ........... ... ... ... . ..... — — 6,028
Weighted average shares —diluted. .. ......................... 187,942 190,991 198,769
Net income per share —basic . ............. ..ot .. $ 127 § 126 § 1.00
Net income per share —diluted. . . ............................ $ 123 § 120 § 092
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During fiscal years 2008, 2007 and 2006, 3,957,572, 3,327,825 and 1,615,556 share equivalents
attributable to outstanding stock options were excluded from the calculation of diluted net income per share
because the exercise prices of these options were greater than the average market price of the Company’s
shares, and therefore their inclusion would have been anti-dilutive.

Statement of Financial Accounting Standards No. 128, “Earnings per Share,” requires that employee
equity share options, non-vested shares and similar equity instruments granted by the Company are treated
as potential shares in computing diluted earnings per share. Diluted shares outstanding include the dilutive
effect of in-the-money options which is calculated based on the average share price for each fiscal period
using the treasury stock method. Under the treasury stock method, the amount that the employee must pay
for exercising stock options, the amount of compensation cost for future service that the Company has not
yet recognized, and the amount of tax benefits that would be recorded in additional paid-in capital when the
award becomes deductible are assumed to be used to repurchase shares. The following table represents the
effect of in-the-money employee stock options treated as potential shares in computing diluted earnings per
share (in thousands except per share amounts):

Year Ended March 31

2008 2007
In-the-money employee stock options treated as potential shares. .......... 15,881 18,035
Percentage of basic weighted average shares outstanding ................ 8.8% 9.9%
Average Share Price. .. .. ...ttt § 28.74 $ 23.44

The following table illustrates the dilution effect of stock options granted and exercised (in thousands

except per share amounts):
Year ended March 31 _

2008 2007 2006

Basic weighted average shares outstanding as of March 31 ...... 181,362 182,635 181,361
Stock options granted. .. ........... i 3,891 2,555 3,451
Stock options canceled, forfeited, or expired.................. (652) (688) (1,265)
Netoptions granted. .. ...t 3,239 1,867 2,186
Grant dilution®. .. ... ... . 1.8% 1.0% 1.2%
Stock options exercised .. ... ... . 4,162 4,599 6,476
Exercise dilution®. .. ... ... ... 2.3% 2.5% 3.6%
(1) The percentage of grant dilution is computed based on net options granted as a percentage of shares

outstanding.
(2) The percentage of exercise dilution is computed based on options exercised as a percentage of shares

outstanding.
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Note 4 — Short-term Investments

The Company’s short-term investments portfolio as of March 31, 2008 and March 31, 2007 consisted
of the following types of collateralized investments (in thousands):

March 31, 2008 March 31, 2007
Par Value Carrying Value Par Value Carrying Value
Residential and Commercial Mortgages ... ... .. $47,474 $3,940 $ 85,650 $ 85,650
StudentLoans............................. — — 89,775 89,775
RevenueBonds............................ — — 35,000 35,000
Utility Mortgage Bonds .. ................... — — 4,200 4,200

$47,474 $3,940 $214,625 $214,625

The short-term investments are primarily auction rate securities, and are classified as available-for-
sale and reported at estimated fair value. Auction rate securities generally have maturity dates greater
than 10 years, with interest rates that typically reset through an auction every 28 days. All our short-
term investments as of March 31, 2008 have maturity dates in excess of 10 years. These investments were
considered highly liquid, however during fiscal year 2008, auctions for these investments failed.

Fair value at March 31, 2007 was based on quoted market prices. Fair value at March 31, 2008 was
estimated based on quoted market prices, if available, or by estimating the values of the underlying collateral
using published mortgage indices or interest rate spreads for comparably-rated collateral and applying
discounted cash flow or option pricing methods to the estimated collateral value. During fiscal year 2008
the Company recorded an unrealized loss of $79.8 million related to the other-than-temporary decline
in the estimated fair value of these investments. The estimated fair value of short-term investments has
deteriorated in each of the past three fiscal quarters due to continued disruptions in the U.S. credit market.

During the third quarter of fiscal year 2008, the Company sold at par value 50% of each of its short-
term investments owned at September 30, 2007 as part of a confidential settlement agreement. The sale
price was not necessarily indicative of current market prices or fair value for the securities. As a result of
the settlement and sale of these securities, the Company recorded $33.7 million as realized gain in the third
quarter of fiscal year 2008. During the third quarter of fiscal year 2008, the Company also sold all of its
investments in its portfolio collateralized by corporate debt at a realized loss of $6.0 million.

As of March 31, 2008 and 2007, the Company had not recognized any unrealized gains or losses
related to its short-term investments in other comprehensive income.

Note 5 — Acquisitions

In November 2007, the Company acquired WiLife, Inc. (“WiLife”), a privately held company that
manufactures PC-based video cameras for self-monitoring a home or a small business. The acquisition is
part of the Company’s strategy to expand its presence in digital home products.

Total consideration paid, net of cash acquired was $22.0 million, which includes $0.7 million in
transaction costs. Under the terms of the purchase agreement, the Company acquired all of the outstanding
shares of WiLife for $21.7 million in cash, plus a possible performance-based payment, payable in the first
calendar quarter of 2011. The performance-based payment is based on net revenues attributed to WiLife
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during calendar year 2010. No payment is due if the applicable net revenues total $40.0 million or less. The
maximum performance-based payment is $64.0 million. The total performance-based payment amount, if
any, will be recorded in goodwill and will not be known until the end of calendar year 2010.

The acquisition has been accounted for using the purchase method of accounting. Accordingly, the
total consideration was allocated to the tangible and intangible assets acquired and liabilities assumed
based on their estimated fair values as of the acquisition date. Fair values were determined by Company
management based on information available as of the date of acquisition. The results of operations of
WiLife were included in Logitech’s consolidated financial statements from the date of acquisition, and were
not material to the Company’s reported results.

The preliminary allocation of total consideration to the assets acquired and liabilities assumed based
on the estimated fair value of WiLife is presented in the following table. The purchase price allocation is
preliminary due to unresolved liability claims.

November 13, Estimated
2007 Life
Tangible assets acquired . .......... .. ... .. . i § 3432
Intangible assets acquired
Existing technology . . .. ... 3,000 6 years
Patents and core technology. .. ............. ... .. ... ... .... 3,700 5 years
Trademark/tradename . .. ............. ... ... i, 1,300 5 years
Customer relationships and other. . ........... ... ... .. ... .. 200 3 years
Goodwill . ... 13,822 —
22,022
Liabilities assumed .. ...... ... ... . i (3,983)
Deferred tax asset, net. . ...t 639

Total consideration. .. ........... it $22,110

The existing technology relates to the video surveillance cameras and software used in WiLife’s PC-
based video monitoring systems. The value of the technology was determined based on the present value
of estimated expected cash flows attributable to the technology. The patents and core technology represent
awarded patents, filed patent applications and core architectures used in WilLife’s current and planned
future products. Trademark/trade name relates to the WiLife brand names. The value of the patents, core
technology and trademark/trade name was estimated by capitalizing the estimated profits saved as a result
of acquiring or licensing the asset. Customer relationships and other relates to WiLife’s existing customer
base, valued based on projected discounted cash flows generated from customers in place. The intangible
assets acquired are amortized on a straight-line basis over their estimated useful lives. The goodwill
associated with the acquisition is not subject to amortization and is not expected to be deductible for income
tax purposes. The deferred tax asset relates to the tax benefit of a net operating loss carryforward, net of the
deferred tax liability related to intangible assets.

In October 2006, the Company acquired Slim Devices, Inc. (“Slim Devices”), a privately held company
specializing in network-based audio systems for digital music, based in Mountain View, California.
The acquisition is part of the Company’s strategy to expand its presence in the digital music and home-
entertainment control environment.
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Total consideration paid was $20.6 million, which includes $0.6 million in transaction costs. Under the
terms of the purchase agreement, the Company acquired all of the outstanding shares of Slim Devices for $20.0
million in cash, plus a possible performance-based payment, payable in the first calendar quarter of 2010. The
performance-based payment is based on net revenues from the sale of products and services in calendar year
2009 derived from Slim Devices’ technology. No payment is due if the applicable net revenues total $40 million
or less. The maximum performance-based payment is $89.5 million. The total performance-based payment
amount, if any, will be recorded in goodwill and will not be known until the end of calendar year 2009.

The acquisition has been accounted for using the purchase method of accounting. Accordingly, the
total consideration was allocated to the tangible and intangible assets acquired and liabilities assumed
based on their estimated fair values as of the acquisition date. Fair values were determined by Company
management based on information available as of the date of acquisition. The results of operations of Slim
Devices were included in Logitech’s consolidated financial statements from the date of acquisition, and
were not material to the Company’s reported results.

The total consideration, including transaction costs, was allocated to the fair values of assets acquired
and liabilities assumed as follows (in thousands):

October 17, Estimated
2006 Life
Tangible assets acquired ... ...... .. .. .. . i $ 1,749
Intangible assets acquired
Technology. .. .. .ot 10,000 S years
Trademark/tradename . . ........... ... ... .. ... ... 3,100 6.5 years
Customer relationships and other. . . ......................... 520 3.7 years
Goodwill ... ... 10,683 —
24,303
Liabilities assumed .. ......... .. .. (473)
Deferred tax liability related to intangible assets acquired ........... (4,998)

Total consideration. . .. .......o it $20,581

The technology relates to proprietary hardware and software developed by Slim Devices including the
Squeezebox, the Transporter, the SlimServer software and the SqueezeNetwork. The SqueezeNetwork delivers
content to devices such as the Squeezebox and Transporter directly from the Internet, without requiring a PC.

Trademark/trade name relates to the Slim Devices product brand names. The value of the trademark/
trade name was determined using the royalty savings approach, which estimates the value of the assets
by capitalizing the royalties saved as a result of acquiring the assets. The intangible assets acquired are
amortized on a straight-line basis over their estimated useful lives, ranging from one month to 7 years. The
technology associated with the acquisition includes $1.0 million of in-process research and development,
which had not reached technological feasibility at the time of the acquisition and had no further alternative
uses, and was expensed to research and development expense upon consummation of the acquisition. The
values of the existing technology, in-process technology and customer relationships were determined by
estimating the expected cash flows from the projects once commercially viable, discounting the net cash
flows back to their present value and then applying a percentage of completion to the calculated value. The
goodwill associated with the acquisition is not subject to amortization and is not expected to be deductible
for income tax purposes.
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Note 6 — Balance Sheet Components

The following provides a breakout of certain balance sheet components (in thousands):

March 31,
2008 2007

Accounts receivable:

Accounts receivable. .. ... ... $ 504,406 $ 404,373

Allowance for doubtful accounts. .. ............................. (2,497) (3,322)

Allowance for returns. . .. ..ot (21,099) (15,821)

Allowances for customer programs. .. ..........c..oueenenennnn... (107,191) (74,853)

$ 373,619 $ 310,377

Inventories:

Raw materials. . . .. ..ot $ 46,315 $ 41,542

WOrK-In-process. . . . . oot 13 251

Finished goods. . ...... ... . i 199,409 176,171

$ 245,737 $ 217,964
Other current assets:

Tax and VAT refund receivables .......... ... ... ... ... $ 23,882 $ 19,695
Deferred taxes .. ...t 18,961 22,705
Prepaid expensesandother . ............. .. ... .. .. .. ... ... ..., 17,825 25,857

$ 60.668 § 68.257

Property, plant and equipment:

Plantand buildings. ... ........ ... . $ 33,815 $ 31,351
Equipment . ... ... 123,104 95,915
Computer eqUIpmMent . . .. ... .vt ettt 47,027 34,469
Computer SOftware. .. ...t 51,552 49,804 _
255,498 211,539
Less: accumulated depreciation. .. ..., (167,153) (135,225)
88,345 76,314
ConStructioN-IN-ProGIeSS . . . . . vt vt ettt e e e e e 12,866 7,715
Land . .. ... 3,250 3,025

$ 104.461 § 87.054

Other assets:

Deferred taXeS . . ..ottt $ 22,618 $ 20,639
Cash surrender value of life insurance contracts . .. ................. 12,793 10,888
Depositsandother . ........... .. .. ... . i 4,631 2,551

§ 40.042 $§ 34,078

Accrued liabilities:

Accrued marketing €Xpenses . . ... ..o $ 30,764 $§ 29,881
Accrued personnel eXpenses ... ... 52,895 34,450
Income taxes payable —current . . ......... ... ... 15,051 93,245
Accrued freightandduty .. ........ ... .. .. 13,969 12,246
Deferred payment for Intrigue Technologies acquisition. . .. .......... — 33,685
Other accrued liabilities. . .. ... ... . 43,415 24,803

§ 156004 5228310
Long-term liabilities:

Income taxes payable —non-current . ............................ $§ 95,013 $ —
Obligation for management deferred compensation . ................ 14,934 12,424
Other long-term liabilities . . .. ......... .. .. .. ... .. .. . ... .. 13,846 12,220

$ 123.793 § 24.644
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Note 7 — Investments

In July 2003, the Company made a $15.1 million cash investment in Anoto Group AB (“Anoto”), a
publicly traded Swedish technology company from which Logitech licensed its digital pen technology. The
investment represented approximately 9.5% of Anoto’s outstanding shares as of March 31, 2006. During
fiscal year 2007, the Company sold its Anoto investment and recognized a gain of $9.1 million, which was
included in other income, net for fiscal year 2007.

In connection with the investment, a Logitech executive was elected to the Anoto board of directors.
The license agreement required Logitech to pay a license fee for the rights to use the Anoto technology
and a license fee on the sales value of digital pen solutions sold by Logitech. Also, the agreement included
non-recurring engineering (“NRE”) service fees primarily for specific development and maintenance of
Anoto’s licensed technology. During fiscal years 2007 and 2006, expenses incurred for license fees to
Anoto were $0.3 million and $0.5 million.

Note 8 — Goodwill and Other Intangible Assets

The following table summarizes the activity in the Company’s goodwill account during the year
ended March 31, 2008 and 2007 (in thousands):

March 31,
2008 2007
Beginning balance . .......................... $179,991  $135,396
Additions . ... 17,569 44,367
Cumulative translation adjustments. . ............ (3,177) 228
Ending balance ............................. $194,383  $179,991

The acquisition of WiLife increased goodwill by $13.8 million. Goodwill also increased by $4.0
million due to an increase in the deferred payment amount payable to the former shareholders of Intrigue
Technologies, Inc.

During the third quarter of fiscal year 2008, the Company determined that the functional currency of
an entity acquired in fiscal year 2005 was incorrectly designated. The Company recorded an adjustment of
$7.5 million to reduce goodwill with a corresponding amount recorded in cumulative translation adjustment
which is a component of accumulated other comprehensive loss. This correcting adjustment was recorded
in the third quarter of fiscal year 2008 since the impact was not material to goodwill, accumulated other
comprehensive loss and comprehensive income in this period or any prior periods.

The remainder of the change in goodwill related to foreign currency translation adjustments. None of
the goodwill is expected to be deductible for tax purposes.

The Company intends to fully integrate WiLife’s business into its existing operations, and discrete
financial information for WiLife will not be maintained. Accordingly, the acquired goodwill will be
evaluated for impairment at the total enterprise level.

The Company performs its annual goodwill impairment test in the fourth quarter of each fiscal year.
While the Company has fully integrated all of its acquired companies, the Company continues to maintain
discrete financial information for 3Dconnexion and, accordingly, determines impairment of the goodwill
acquired with the 3Dconnexion acquisition at the entity level. All other acquired goodwill is evaluated for
impairment at the total enterprise level. Based on impairment tests performed, there has been no impairment

of the Company’s goodwill to date.
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The Company’s acquired other intangible assets subject to amortization were as follows (in thousands):

March 31, 2008 March 31, 2007
Gross Carrying Accumulated Net Carrying Gross Carrying Accumulated Net Carrying
Amount Amortization Amount Amount Amortization Amount
Trademark/tradename. . . $21,385 $(16,896)  § 4,489 $19,943 $(14,902) $ 5,041
Technology . .......... 37,523 (20911) 16,612 34,423 (21,248) 13,175
Customer contracts. . . . . 2,318 (1,689) 629 2,120 (1,416) 704

$61,226 $(39,496)  $21,730 $56,486 $(37,566)  $18,920

For fiscal years 2008, 2007 and 2006, amortization expense for other intangible assets was $5.4
million, $4.9 million and $4.6 million. The Company expects that annual amortization expense for the
fiscal years ending 2009, 2010, 2011, 2012 and 2013 will be $5.6 million, $4.6 million, $4.4 million, $3.5
million and $2.2 million; and $1.4 million in total thereafter.

Note 9 — Financing Arrangements

The Company had several uncommitted, unsecured bank lines of credit aggregating $131.9 million
at March 31, 2008. There are no financial covenants under these lines of credit with which the Company
must comply. At March 31, 2008, the Company had no outstanding borrowings under these lines of credit.
Borrowings outstanding at March 31, 2007 were $11.9 million. The borrowings under these agreements
were denominated in Japanese yen at a weighted average annual interest rate of 1.7% at March 31, 2007.

Note 10 — Shareholders’ Equity

Exchange of Nasdaq-Listed American Depositary Shares

In October 2006, the Company exchanged its Nasdaq-listed ADSs for Logitech shares on a one-for-
one basis and continued its Nasdaq listing with shares in lieu of ADSs. As a result of the exchange, the
same Logitech shares trade on the Nasdaq Global Select Market and the SWX Swiss Exchange. Since the
exchange of the Nasdaq-listed ADSs for Logitech shares was a one-for-one exchange, there was no impact
on financial statement or per share amounts.

Stock Split

In June 2006, the Company’s shareholders approved a two-for-one split of Logitech’s shares, which
took effect on July 14, 2006. In June 2005, the Company’s shareholders also approved a two-for-one split
of Logitech’s shares, which took effect on June 30, 2005. All references to share and per-share data for all
periods presented herein have been adjusted to give effect to these stock splits.

Authorized and Conditional Share Capital

In June 2006, the Company’s shareholders renewed the approval of 40 million authorized shares for
use in acquisitions, mergers and other transactions. This authorization expires in June 2008.

In addition, the Company has conditionally authorized shares totaling 60,661,860 to cover option
rights granted or other equity rights that may be granted to employees, officers and directors of Logitech
under its employee equity incentive plans. In June 2007, the Company’s Board of Directors approved a
change in the Company’s Articles of Incorporation which eliminated the conditional share capital for
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10,900,000 shares covering conversion rights granted in connection with the issuance of the Company’s
convertible bonds in 2001. This conditional share capital was no longer required, as the Company satisfied
its conversion obligations during fiscal year 2006 by the delivery of treasury shares rather than the issuance
of shares from conditional share capital.

Dividends

Pursuant to Swiss corporate law, Logitech International S.A. may only pay dividends in Swiss francs.
The payment of dividends is limited to certain amounts of unappropriated retained earnings (CHF 316.6
million or $318.1 million based on exchange rates at March 31, 2008) and is subject to shareholder approval.

Legal Reserves

Under Swiss corporate law, a minimum of 5% of the Company’s annual net income must be retained
in a legal reserve until this legal reserve equals 20% of the Company’s issued and outstanding aggregate
par value per share capital. These legal reserves represent an appropriation of retained earnings that are not
available for distribution and totaled $9.6 million at March 31, 2008.

Additionally, under Swiss corporate law, the Company is required to establish a reserve equal to the
amount of treasury shares repurchased at year-end. The reserve for treasury shares, which is not available
for distribution, totaled $402.6 million at March 31, 2008.

Share Repurchases

During fiscal years 2008, 2007 and 2006, the Board of Directors authorized the following share
buyback programs (in thousands):

Approved Equivalent
Buyback USD Expiration Completion Amount
Date of Announcement Amount Amount® Date Date Remaining
June 2007 .. ... ... USD 250,000 $250,000 June 2010 — $204,718
May 2006 ................. USD250,000 $250,000 June2009  February 2008 §  —
June 2005 .. ... .. ... CHF 300,000 $235,000 June 2008 November 2006 $ —
April 2004. .. ... CHF 250,000 $200,000 June 2006 November 2005 § —

(1) Represents the approved buyback amount in U.S. dollars, calculated based on exchange rates on the
announcement dates.

The Company repurchased shares under these buyback programs as follows (in thousands):

Amount Repurchased During Year ended March 31,

Program to date 2008 2007 2006
Date of Announcement Shares  Amount Shares Amount Shares Amount Shares Amount
June 2007 ............... 1,750 $ 45384 1,750 § 45384 — § — — S —
May 2006 ............... 8,760 250,968 6,034 174,358 2,726 76,610 — —
June 2005 ............... 11,286 236,098 — — 2,884 61,485 8,402 174,613
April2004............... 14974 201,264 — — — — 3,874 66,739

36,770 $733,714 7,784 $219,742 5,610 $138,095 12,276 $241,352

(I) Represents the amount in U.S. dollars, calculated based on exchange rates on the repurchase dates.
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Note 11 — Accumulated Other Comprehensive Loss

The components of accumulated other comprehensive loss were as follows (in thousands):

March 31,
2008 2007
Cumulative translation adjustment. . . ......................... $(10,523) $(38,529)
Adoption of SFAS 158, netoftax............................. — (2,728)
Pension liability adjustments . .. ............. ... .. ... ....... (9,067) —
Deferred hedging gains ........... .. ... .. i, 107 1,099

$(19,483)  $(40,158)

Note 12 — Employee Benefit Plans

Employee Share Purchase Plans and Stock Option Plans

As of March 31, 2008, the Company offers the 2006 Employee Share Purchase Plan (Non-U.S.) (“2006
ESPP”), the 1996 Employee Share Purchase Plan (U.S.) (1996 ESPP”), and the 2006 Stock Incentive Plan.
Shares issued to employees as a result of purchases or exercises under these plans are generally issued from
shares held in treasury.

Under the 1996 ESPP and 2006 ESPP plans, eligible employees may purchase shares at the lower
of 85% of the fair market value at the beginning or the end of each six-month offering period. Subject to
continued participation in these plans, purchase agreements are automatically executed at the end of each
offering period. A total of 12,000,000 shares have been reserved for issuance under both the 1996 and 2006
ESPP plans. As of March 31, 2008, a total of 940,806 shares were available for issuance under these plans.

On June 16, 2006, Logitech’s sharecholders approved adoption of the 2006 Stock Incentive Plan
(the “2006 Plan”) with an expiration date of June 16, 2016. The Plan replaces the 1996 Stock Plan (“1996
Plan”). The 2006 Plan provides for the grant to eligible employees and non-employee directors of stock
options, stock appreciation rights, restricted stock and restricted stock units, which are bookkeeping entries
reflecting the equivalent of shares. Stock options granted under the 2006 Plan will generally vest over three
years for non-executive Directors and over four years for employees. All stock options under this plan
will have terms not exceeding ten years and will be issued at exercise prices not less than the fair market
value on the date of grant. Awards under the 2006 Plan may be conditioned on continued employment, the
passage of time or the satisfaction of performance vesting criteria. An aggregate of 14,000,000 shares was
reserved for issuance under the 2006 Plan. As of March 31, 2008, a total of 8,472,075 shares were available
for issuance under this plan.

The Company follows the accounting provisions of Statement of Financial Accounting Standards
No. 123 (revised 2004), “Share-based Payment” (“SFAS 123R”), for share-based awards granted to
employees and directors including stock options and share purchases under the 2006 ESPP and 1996 ESPP.
The following table summarizes the share-based compensation expense and related tax benefit recognized
in accordance with SFAS 123R for fiscal years 2008 and 2007 (in thousands).
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Year Ended March 31,

2008 2007
Costof goodssold . ...t $ 2,706 $ 2,077
Share-based compensation expense included in gross profit......... 2,706 2,077
Operating expenses:
Marketing and selling . ........ ... ... ... ... ... . ... 7,696 7,167
Research and development. . .............................. 3,505 3,151
General and administrative . ............. ... . ... ... ... 7,132 7,069
Share-based compensation expense included in
OPEIating CXPENSES. -+« v v vt et ettt et et e e e e 18,333 17,387
Total share-based compensation expense related to employee
stock options and employee stock purchases. . ................. 21,039 19,464
Lesstax benefit ....... ... . ... ... ... . .. . .. . ... .. 4,773 4,526
Share-based compensation expense related to employee stock
options and employee stock purchases, net of tax. .............. $ 16,266 $ 14,938

As of March 31, 2008 and 2007 $0.7 million of share-based compensation cost was capitalized to
inventory. During fiscal year 2006, no share-based compensation cost was capitalized. As of March 31,
2008, total compensation cost related to non-vested stock options not yet recognized was $44.2 million,
which is expected to be recognized over the next 38 months on a weighted-average basis.

Prior to the adoption of SFAS 123R, the Company provided the disclosures required under SFAS 123,
as amended by SFAS No. 148, “Accounting for Stock-Based Compensation — Transition and Disclosures.”
No employee share-based compensation expense was reflected in the results of operations for fiscal year
2006 for employee stock option awards as all options were granted with an exercise price equal to the
market value of the underlying common stock on the date of grant. The employee stock purchases were
deemed non-compensatory under the provisions of APB 25.

Ifthe Company had used SFAS 123 to account for share-based compensation expense for fiscal year 2006,
net income and net income per share would have been as follows (in thousands except per-share amounts):

March 31,
2006
Net income:
Asreported. .. ... $181,105
Total share-based compensation expense
using the fair valuemethod .. ................ (19,896)
Taxbenefit.......... .. ... i 5,014
Proformanetincome .............................. $166,223
Basic net income per share:
Asrteported. . ... ... $ 100
Proforma..........coviiiiiiiinnnniiiiann... $ 092
Diluted net income per share:
Asreported. . ... ... ... $ 092
Proforma........... .. ... ... ... $ 084
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The fair value of employee stock options granted and shares purchased under the Company’s employee

purchase plans was estimated using the Black-Scholes-Merton option-pricing valuation model applying the
following assumptions and values:

Year ended March 31,

2008 2007 2006 2008 2007 2006
Purchase Plans Stock Option Plans
Dividend yield. . ........... 0% 0% 0% 0% 0% 0%
Expected life.............. 6 months 6 months 6 months 3.8 years 3.9years 3.7 years
Expected volatility ......... 38% 33% 26% 33% 40% 47%
Risk-free interestrate . . .. ... 4.23% 4.98% 3.67% 4.01% 4.75% 4.16%

The dividend yield assumption is based on the Company’s history and future expectations of dividend
payouts. The Company has not paid dividends since 1996.

The expected option life represents the weighted-average period the stock options or purchase offerings
are expected to remain outstanding. The expected life is based on historical settlement rates, which the
Company believes are most representative of future exercise and post-vesting termination behaviors.

Expected share price volatility is based on historical volatility using daily prices over the term
of past options or purchase offerings. The Company considers historical share price volatility as most
representative of future stock option volatility. The risk-free interest rate assumptions are based upon the
implied yield of U.S. Treasury zero-coupon issues appropriate for the term of the Company’s stock options
or purchase offerings.

SFAS 123R requires the Company to estimate forfeitures at the time of grant and to revise those
estimates in subsequent periods if actual forfeitures differ from those estimates. The Company uses
historical data to estimate pre-vesting option forfeitures and records share-based compensation expense
only for those awards that are expected to vest. For purposes of calculating pro forma information under
SFAS 123 for periods prior to April 1, 2006, forfeitures were recognized as they occurred.

The following table represents the weighted average grant-date fair values of options granted and the
expected forfeiture rates:

Year ended March 31,

2008 2007 2006 2008 2007 2006
Purchase Plans Stock Option Plans
Weighted average grant-date
fair value of options granted. . ........... $763 §$587 $421 $9.14 $811 $747
Expected forfeitures . ..................... 0% 0% 0% 7% 8% 0%
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A summary of activity under the stock option plans is as follows (exercise prices are weighted averages):

Year ended March 31,
2008 2007 2006
Exercise Exercise Exercise
Number Price Number Price Number Price
Outstanding, beginning of year . . . .. 18,875,722  $12 21,607,944 $10 25,897,324 $ 8
Granted........................ 3,890,700  $30 2,555,200 $22 3,451,470 $19
Exercised. .. ........... ... ..... (4,161,719) $ 9 (4,599,180) $ 7 (6,476,232) $ 7
Cancelled or expired.............. (652,327) $21 (688,242) $13  (1,264,618) $10
Outstanding, end of year. . ......... 17,952,376  $17 18,875,722 $12 21,607,944 $10
Exercisable, end of year . .......... 9,933,547  $12 10,436,970 $ 9 10,509,818 $ 7

The total pretax intrinsic value of options exercised during the fiscal years ended March 31, 2008 and
2007 was $84.9 million and $72.0 million and the tax benefit realized for the tax deduction from options
exercised during those periods was $18.9 million and $16.5 million. The total fair value of options vested as
of March 31, 2008 and 2007 was $42.9 million and $37.9 million.

The following table summarizes significant ranges of outstanding and exercisable options as of March
31, 2008 (exercise prices and contractual lives are weighted averages, and aggregate intrinsic values are
in thousands):

Options Outstanding Options Exercisable

Aggregate Aggregate

Range of Exercise Exercise Contractual Intrinsic Exercise Contractual Intrinsic
Price Number Price  Life (years) Value Number Price Life (years) Value

$ 1.00 - $ 899 3,517,337 $ 6 3.8 $ 66,887 3,294,337 § 6 3.7 $ 62,945
$ 9.00 - $11.49 3,922981 $11 5.0 56,992 3,350,179  $11 4.8 48,948
$11.50 - $20.19 3,083,872 $16 6.0 29,520 2,110,574  $15 54 21,733
$20.20 - $27.49 3,827,386  $22 8.1 13,016 1,146,332  $22 7.7 4,299
$27.50 - $40.49 3,600,800 $31 9.4 — 32,125  $30 8.6 —
$ 1.00 - $40.49 17,952,376  $17 6.5 $166,415 9,933,547 $12 4.9 $137,925

The aggregate intrinsic value in the preceding table represents the total pretax intrinsic value, based
on options with an exercise price less than the Company’s closing price of $25.44 at March 31, 2008, which
would have been received by the option holders had these option holders exercised their options as of that
date. The total number of fully vested in-the-money options exercisable as of March 31, 2008 was 9,933,547.
As of March 31, 2008, 8,018,829 options were unvested, of which 6,478,326 are expected to vest, based on
an estimated forfeiture rate of 7%.

Defined Contribution Plans

Certain of the Company’s subsidiaries have defined contribution employee benefit plans covering
all or a portion of their employees. Contributions to these plans are discretionary for certain plans and are
based on specified or statutory requirements for others. The charges to expense for these plans for fiscal
years 2008, 2007 and 2006, were $7.3 million, $5.7 million and $4.1 million.
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Defined Benefit Plans

Certain of the Company’s subsidiaries sponsor defined benefit pension plans covering substantially
all of their employees. Retirement benefits are provided based on employees’ years of service and earnings,
or in accordance with applicable employee benefit regulations. The Company’s practice is to fund amounts
sufficient to meet the requirements set forth in the applicable employee benefit and tax regulations.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 158,
“Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of
FASB Statements No. 87, 88, 106 and 132(R)” (“SFAS 158”). This standard requires employers to recognize
the underfunded or overfunded status of defined benefit pension and postretirement plans as an asset or
liability in its statement of financial position, and recognize changes in the funded status in the year in
which the changes occur through accumulated other comprehensive income, which is a component of
stockholders’ equity. This standard also requires a change in the measurement of a plan’s assets and benefit
obligations as of the end date of the employer’s fiscal year. The Company adopted SFAS 158 in fiscal year
2007, and changed the measurement dates of all plans to March 31 in fiscal year 2008, using the alternative
transition method.

The net periodic benefit cost for fiscal years 2008 and 2007 was as follows (in thousands):

Year ended March 31,
2008 2007

SEIVICE COSE. v vttt et $ 2,568  $3,068
Interestcost. . ... ... 1,157 890
Expected return on planassets. . ................ (1,486) (955)
Amortization of net transition obligation. ......... 5 5
Recognized net actuarial loss. .. ................ 141 105
Net periodic benefitcost. . ..................... $ 2385 $3,113

The changes in projected benefit obligations for fiscal years 2008 and 2007 were as follows
(in thousands):

March 31,
2008 2007

Projected benefit obligation, beginning of year. . . .. $34,787  $29,403
ServiCe COSt. .\ oottt 2,568 3,068
Interest cost. . ... .o 1,157 890
Plan participant contributions. . . ................ 1,430 —
Actuarialloss . ....... ... .. ... . . . 2,962 761
Benefitspaid............... .. ... .. ... (500) (628)
Administrative expensepaid . .................. (211) —
Foreign currency exchange rate changes ... ....... 7,615 1,294
Projected benefit obligation, end of year . ......... $49,808  $34,788
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The following table presents the changes in the fair value of plan assets for fiscal years 2008 and 2007
(in thousands):

March 31,
2008 2007

Fair value of plan assets, beginning of year. ....... $27,362  $22,280
Actual return on planassets.................... (2,050) 1,133
Employer contributions ....................... 3,041 2,232
Plan participant contributions. . . ................ 1,430 997
Benefitspaid............ ... .. ... .. ... (500) (628)
Administrative expenses paid .................. (211) —
Foreign currency exchange rate changes .......... 5,987 1,348
Fair value of plan assets, end of year . ............ $35,059  $27,362

The defined benefit pension plans have the following asset allocations. Investment strategies are
determined by the insurer or the applicable governmental regulatory agency.

March 31,
2008 2007
Cash ... .. . 4.3% 5.3%
Equity securities. . ............ oo 30.7% 34.8%
Debtsecurities . ............oiiiii.. 44.0% 48.0%
Realestate. . ............. ... ... . ... ... ....... 5.5% 4.4%
Other. . ... ... .. 15.5%  7.5%

100.0%  100.0%

The funded status ofthe defined benefitpension plansisthe fairvalue of planassets less benefitobligations.
Projected benefit obligations exceeded plan assets by $14.7 million and $7.4 million as of March 31, 2008 and
2007. Amounts recognized on the balance sheet for the plans were as follows (in thousands):

March 31,
2008 2007
Current assetS . ... .oovvi it e $ 902 $§ 859
Current Habilities . . ... ... oovo (2,440)  (654)
Non-current liabilities ........................ (12,309) (6,770)
Net (liability) asset . ... ... $(13,847) $(6,565)

Amounts recognized in other comprehensive income were as follows (in thousands):

March 31,
2008 2007
Net actuarial loss .. .......... .. ... .. $9.,842  $3,536
Amortization of net transition obligation. ........... 46 51
Accumulated other comprehensive income .. ........ 9,888 3,587
Deferredtax benefit .. ............ ... ... .. ..... (821) (859)
Accumulated other comprehensive loss, net of tax . ... $9,067  $2,728
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Changes in accumulated other comprehensive income related to the defined benefit pension plans
were as follows (in thousands):

March 31,

2008 2007
Accumulated other comprehensive loss, beginning of year ... $2,728 § —
Transition asset (obligation) recognized. . ................. 6) 51
Gain (loss) recognized . ........... ... i (138) 48
Lossoccurred . ... ... 6,448 3,488
Deferred tax benefit .. ......... ... .. ... ... ... 31 (859)
Foreign currency exchange rate changes . ................. 3 —
Accumulated other comprehensive loss, end of year. ........ $9,067  $2,728

The following table represents the amounts included in accumulated other comprehensive income as of
March 31, 2008, which have not yet been recognized as a component of net periodic benefit cost (in thousands):

Amortization of net transition obligation. . ......................... $ 6
Amortization of net actuarial loss .. ......... .. ... . . . ... . . ... . ... 471
$477

The Company reassesses its benefit plan assumptions on a regular basis. The actuarial assumptions
for the pension plans for fiscal year 2008 are as follows:

Benefit Obligation Periodic Cost
Discountrate. . ............ooviiiii.. 2.50% to 3.50%  2.25% to 3.00%
Estimated rate of compensation increase. . . . .. .. 2.50% to 4.25%  2.00% to 4.00%
Expected average rate of return on plan assets . . . 2.50% to 4.25%

The discount rate is estimated based on relevant bond market yields. The Company bases the
compensation increase assumptions on historical experience and future expectations. The expected average
rate of return for the Company’s retirement benefit plans represents the average rate of return expected to
be earned on plan assets over the period that the benefit obligations are expected to be paid.

The following table reflects the benefit payments that the Company expects the plans to pay in the
periods noted (in thousands):

Year ending March 31,
2009 .. $ 2,440
2010 . .o 2,109
2011 2,182
2012 2,098
2013 1,866
Thereafter. .. ........... .. ... ... ....... 12,394

The Company expects to contribute approximately $3.0 million to its defined benefit pension plans
during fiscal year 2009.
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Deferred Compensation Plan

One of the Company’s subsidiaries offers a management deferred compensation plan which permits
eligible employees to make 100%-vested salary and incentive compensation deferrals within established
limits, which are invested in Company-owned life insurance contracts held in a Rabbi Trust. The
Company does not make contributions to the plan. The cash surrender value of the insurance contracts
was approximately $12.8 million and $10.9 million at March 31, 2008 and 2007 and was included in other
assets. Expenses and gains or losses related to the insurance contracts are included in other income,
net and have not been significant to date. The unsecured obligation to pay the compensation deferred,
adjusted to reflect the positive or negative performance of investment measurement options selected by
each participant, was approximately $14.8 million and $12.3 million at March 31, 2008 and 2007 and was
included in other liabilities. The additional compensation expenses related to investment performance have
not been significant to date.

Note 13 — Income Taxes

The Company is incorporated in Switzerland but operates in various countries with differing tax laws
and rates. Further, a portion of the Company’s income before taxes and the provision for income taxes are
generated outside of Switzerland.

Income before income taxes for the fiscal years ended March 31, 2008, 2007 and 2006 is summarized
as follows (in thousands):

Year ended March 31,
2008 2007 2006
Income before income taxes:
SIS & v vttt 145,403 141,749 117,634
NON-SWISS .ottt e e 117,411 113,808 92,220
Total . ... $262.814  $255,557  $209,854

The provision for income taxes is summarized as follows (in thousands):

Year ended March 31,

2008 2007 2006

Current:

QWSS © et e $ 2,509 $ 4,644 $ 3,950

NON-SWISS .« . ottt et e 31,055 36,295 31,497
Deferred:

SIS i ettt e (75) (89) (178)

NOD-SWISS &« o oottt e e e e e (1,701) (15,141) (6,520)

Total . ... $31,788 $ 25,709 $28,749
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The difference between the provision for income taxes and the expected tax provision at the statutory
income tax rate is reconciled below (in thousands):

Year ended March 31,

2008 2007 2006
Expected tax provision at statutory income tax rates ........... $22,339 $21,722 $17,838
Income taxes at differentrates............... .. ... .. ....... 12,245 10,194 12,870
Research and development tax credits. . ..................... (1,572) (1,868) (140)
Other. ..o (1,224) (4,339) (1,819)
Total provision for income taxes . .................c.cooun.... $31,788 $25,709 $28,749

The Company has negotiated a tax holiday on certain earnings in China which is effective from
January 2006 through December 2010. The tax holiday represents a tax exemption aimed to attract foreign
technological investment in China. The tax holiday decreased income tax expense by approximately $1.5
million and $2.5 million for fiscal years 2008 and 2007. The benefit of the tax holiday on net income per
share (diluted) was approximately $0.01 in both fiscal years.

Deferred income tax assets and liabilities consist of the following (in thousands):

March 31,
2008 2007

Deferred tax assets:

Net operating loss carry forwards ........... ... ... ... ... .......... $ 4,171 $ 457

ACCIUAlS . . .o 29,977 32,856

Depreciation and amortization. . .. ..ottt 6,630 5,999

Share-based compensation. . ............. . i 7,504 4,033
Gross deferred tax asSetS. . . ... vt 48,282 43,345
Deferred tax liabilities:

Acquired intangible assets . ... ... . (6,992) (4,981)
Gross deferred tax liabilities. . ......... ... ... . . i (6,992) (4,981)
Net deferred tax assets. . . ..ottt $41,290 $38,364

The current and deferred tax provision is calculated based on estimates and assumptions that could
differ from the actual results reflected in income tax returns filed. Adjustments for differences between the
tax provisions and tax returns are recorded when identified, which is generally in the third or fourth quarter
of the subsequent year.

Management regularly assesses the ability to realize deferred tax assets recorded in the Company’s
entities based upon the weight of available evidence, including such factors as the recent earnings history
and expected future taxable income. In the event that future taxable income is below management’s
estimates or is generated in tax jurisdictions different than projected, the Company could be required to
increase the valuation allowance for deferred tax assets. This would result in an increase in the Company’s
effective tax rate.
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Deferred tax assets relating to tax benefits of employee stock option grants have been reduced to reflect
exercises in fiscal years 2008 and 2007. Some exercises resulted in tax deductions in excess of previously
recorded benefits based on the option value at the time of grant (“windfalls”). Although these additional tax
benefits are reflected in net operating loss carryforwards, pursuant to SFAS 123R, the additional tax benefit
associated with the windfall is not recognized until the deduction reduces cash taxes payable. When the tax
benefit reduces cash taxes payable, the Company will credit equity. During fiscal years 2008 and 2007, the
Company recorded a credit to equity of $3.9 million and $14.7 million.

As of March 31, 2008, the Company had foreign net operating loss and tax credit carryforwards for
income tax purposes of $192.1 million and $14.6 million. Approximately $179.9 million of the net operating
loss carryforwards and substantially all of the tax credit carryforwards, if realized, will be credited to equity
since they have not met the realization criteria of FAS 123R. Unused net operating loss carryforwards will
expire at various dates in fiscal years 2012 to 2028, and the tax credit carryforwards will start expiring
beginning in fiscal year 2009.

Effective April 1, 2007, the Company adopted the provisions of FIN 48, which contains a two-step
approach to recognizing and measuring uncertain tax positions accounted for in accordance with Statement
of Financial Accounting Standards No. 109, “Accounting for Income Taxes.” The first step is to evaluate the
tax position for recognition by determining if the weight of available evidence indicates that it is more likely
than not that the position will be sustained on audit, including resolution of related appeals or litigation
processes, if any. The second step is to measure the tax benefit as the largest amount that is more than 50%
likely of being realized upon ultimate settlement.

As a result of the implementation of FIN 48, the Company reduced the liability for net unrecognized
tax benefits and related accrued interest and penalties by approximately $8.3 million, and accounted for
the reduction as the cumulative effect of a change in accounting principle, which resulted in an increase to
retained earnings of approximately $8.3 million during the first quarter of fiscal year 2008. As of March 31,
2008 and April 1, 2007, the total amount of unrecognized tax benefits was $101.5 million and $89.7 million,
of which $89.1 million and $76.3 million would affect the effective tax rate if realized. The Company
classified unrecognized tax benefits under FIN 48 as non-current income taxes payable, as no amounts
appear payable within the next 12 months.

The aggregate changes in gross unrecognized tax benefits were as follow (in thousands):

Beginning balance as of April 1, 2007 (Date of adoption) .. .......................... $82,435
Lapse of statute of [imitations .. ............. oot (1,202)
Decreases in balances related to tax positions taken during prior periods . . .............. (6,471)
Increases in balances related to tax positions taken during the current period. . ........... 17,885
Ending balance as of March 31,2008, . .. ... ... ... $92,647

The Company continues to recognize interest and penalties related to unrecognized tax positions
in income tax expense. Upon the adoption of FIN 48, the total amount of accrued interest and penalties
relating to unrecognized tax benefits was $7.2 million. The Company recognized $1.6 million in interest
and penalties in income tax expense during fiscal year 2008. As of March 31, 2008, the Company had
approximately $8.8 million of accrued interest and penalties related to uncertain tax positions.
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The Company files Swiss and foreign tax returns. For all these tax returns, the Company is generally
not subject to tax examinations for years prior to 1999.

Although timing of the resolution or closure on audits is highly uncertain, the Company does not
believe it is reasonably possible that the unrecognized tax benefits would materially change in the next 12
months.

Note 14 — Derivative Financial Instruments — Foreign Exchange Hedging

The Company enters into foreign exchange forward contracts to reduce the short-term effects of
foreign currency fluctuations on certain foreign currency receivables or payables and to provide against
exposure to changes in foreign currency exchange rates related to its subsidiaries’ forecasted inventory
purchases. These forward contracts generally mature within one to three months. The Company may also
enter into foreign exchange swap contracts to extend the terms of its foreign exchange forward contracts.

Prior to the third quarter of fiscal year 2008, forward contracts related to forecasted inventory
purchases were accounted for as cash flow hedges and gains or losses on the contracts were deferred as a
component of accumulated other comprehensive loss until the inventory purchases were sold, at which time
the gains or losses were reclassified to cost of goods sold.

The notional amounts of foreign exchange forward contracts outstanding at March 31, 2008 and 2007
relating to foreign currency receivables or payables were $8.4 million and $9.0 million. There were no
outstanding forward contracts related to forecasted inventory purchases at March 31, 2008. The notional
amount of such forward contracts outstanding at March 31, 2007 was $38.5 million. The notional amounts
of foreign exchange swap contracts outstanding at March 31, 2008 and 2007 were $21.5 million and
$11.5 million. The notional amount represents the future cash flows under contracts to purchase foreign
currencies.

Net losses recognized into cost of goods sold during fiscal years 2008, 2007 and 2006 were $4.1
million, $0.3 million and $2.6 million. Unrealized net losses on forward contracts outstanding at March 31,
2008 were immaterial.

Note 15 — Commitments and Contingencies

The Company leases facilities under operating leases, certain of which require it to pay property taxes,
insurance and maintenance costs. Operating leases for facilities are generally renewable at the Company’s
option and usually include escalation clauses linked to inflation. Future minimum annual rentals under
non-cancelable operating leases at March 31, 2008 are as follows (in thousands):

Year ending March 31,
2000 . $13,013
2000 . o 10,547
200 8,081
2002 7,242
2003 6,964
Thereafter. .. ... .. 11,696
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Rent expense was $13.8 million, $9.9 million and $8.7 million for the years ended March 31, 2008,
2007 and 2006. The Company’s asset retirement obligations for its leased facilities as of March 31, 2008
were not material.

At March 31, 2008, fixed purchase commitments for capital expenditures amounted to $13.6 million,
and primarily related to commitments for manufacturing equipment, tooling, computer software and
computer hardware. Also, the Company has commitments for inventory purchases made in the normal
course of business to original design manufacturers, contract manufacturers and other suppliers. At March
31, 2008, fixed purchase commitments for inventory amounted to $144.1 million, which are expected to
be fulfilled by December 31, 2008. The Company also had other commitments totaling $33.6 million for
consulting services, marketing arrangements, advertising and other services. Although open purchase
orders are considered enforceable and legally binding, the terms generally allow the Company the option to
reschedule and adjust its requirements based on the business needs prior to delivery of goods or performance
of services.

The Company has guaranteed the purchase obligations of some of its contract manufacturers and
original design manufacturers to certain component suppliers. These guarantees generally have a term
of one year and are automatically extended for one or more years as long as a liability exists. The amount
of the purchase obligations of these manufacturers varies over time, and therefore the amounts subject to
Logitech’s guarantees similarly vary. At March 31, 2008, the amount of outstanding guaranteed purchase
obligations was approximately $1.8 million. The maximum potential future payments under one of the two
guarantee arrangements is limited to $2.8 million. The other guarantee is limited to purchases of specified
components from the named supplier. The Company does not believe, based on historical experience and
information currently available, that it is probable that any amounts will be required to be paid under these
guarantee arrangements.

Logitech International S.A., the parent holding company, has guaranteed certain contingent liabilities
of various subsidiaries related to specific transactions occurring in the normal course of business. The
maximum amount of the guarantees was $2.3 million as of March 31, 2008. As of March 31, 2008, no
amounts were outstanding under these guarantees.

Logitech indemnifies some of its suppliers and customers for losses arising from matters such as
intellectual property rights and product safety defects, subject to certain restrictions. The scope of these
indemnities varies, but in some instances, includes indemnification for damages and expenses, including
reasonable attorneys’ fees. No amounts have been accrued for indemnification provisions at March 31,
2008. The Company does not believe, based on historical experience and information currently available,
that it is probable that any amounts will be required to be paid under its indemnification arrangements.

In December 2006, the Company acquired Slim Devices, Inc., a privately held company specializing
in network-based audio systems for digital music. The purchase agreement provides for a possible
performance-based payment, payable in the first calendar quarter of 2010. The performance-based payment
is based on net revenues from the sale of products and services in calendar year 2009 derived from Slim
Devices’ technology. The maximum performance-based payment is $89.5 million, and no payment is due if
the applicable net revenues total $40 million or less. The total performance-based payment, if any, will be
recorded in goodwill and will not be known until the end of calendar year 2009.

In November 2007, the Company acquired WiLife, Inc., a privately held company that manufactures
PC-based video cameras for self-monitoring a home or a small business. The purchase agreement provides
for a possible performance-based payment, payable in the first calendar quarter of 2011. The performance-
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based payment is based on net revenues attributed to WiLife during calendar 2010. No payment is due if
the applicable net revenues total $40.0 million or less. The maximum performance-based payment is $64.0
million. The total performance-based payment amount, if any, will be recorded in goodwill and will not be
known until the end of calendar year 2010.

The Company is involved in a number of lawsuits and claims relating to commercial matters that arise
in the normal course of business. The Company believes these lawsuits and claims are without merit and
intends to vigorously defend against them. However, there can be no assurances that its defenses will be
successful, or that any judgment or settlement in any of these lawsuits would not have a material adverse
impact on the Company’s business, financial condition and results of operations. The Company’s accruals
for lawsuits and claims as of March 31, 2008 were not material.

Note 16 — Interest and Other Income
Interest and other income, net was comprised of the following (in thousands):

Year ended March 31,

2008 2007 2006
Interest iINCOME . . .. ..ot e e e $ 15,752 $ 9,083 $ 5512
Interest eXpense . ..., (244) (350) (1,921)
Interestincome, net ................ccuuinin... $ 15,508 $ 8,733 $ 3,591
Foreign currency exchange gains, net .............. $ 10,616 $ 6,190 $ 7,580
Gain on sale of investments, net. .................. 27,761 9,048 560
Write-down of investments . ..................... (79,823) — (1,168)
Other,net . ... 2,072 724 380
Otherincome,net..................coiuiinon.. $(39,374)  $15,962 $ 7,352

Note 17 — Segment Information

The Company operates in one operating segment, which is the design, manufacturing and marketing
of personal peripherals for personal computers and other digital platforms. Geographic net sales information
in the table below is based on the location of the selling entity. Long-lived assets, primarily fixed assets, are
reported below based on the location of the asset.

Retail and OEM net sales to unaffiliated customers by geographic region were as follows (in
thousands):

Year ended March 31,

2008 2007 2006
Europe . ... .. $ 1,117,060 $1,027,852 $ 887,736
North America........................... 888,529 729,207 617,942
AsiaPacific .......... ... ... ... ... . ..... 364,907 309,510 291,037
Totalnetsales. ....................... $2370,496 $2,066,569 $1,796,715
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In fiscal years 2008 and 2007, no single country other than the United States represented more than
10% of the Company’s total consolidated net sales. In fiscal year 2006, no single country other than the
United States and Germany represented more than 10% of the Company’s total consolidated net sales.
Revenues from sales to customers in Switzerland, our home domicile, represented a small portion of the
Company’s total consolidated net sales in all periods presented. In fiscal year 2008 and 2007, one customer
represented 14% of net sales. In fiscal year 2006, two customers represented 14% and 11% of net sales. As
of March 31, 2008, two customers each represented 15% of total accounts receivable. As of March 31, 2007,

one customer represented 16% of total accounts receivable.

Net sales by product family for fiscal years 2007, 2006 and 2005 were as follows (in thousands):

Year ended March 31,

2008 2007 2006
Retail — Pointing Devices .............. ..., $ 622,074 $ 508449 § 458,587
Retail — Keyboards & Desktops . ..................... 458,434 372,266 327,039
Retail —Audio .. ... ... 478,455 408,314 326,880
Retail = Video ........... i 238,728 314,514 273,742
Retaill —Gaming. .. ........... .. .. .. 146,016 149,113 144,558
Retail —Remotes .. ............ .. 123,581 91,739 57,227
OEM. .. 303,208 222,174 208,682
Totalnetsales. . ..............ciiuiniienon... $2,370,496  $2,066,569 $1,796,715
Long-lived assets by geographic region were as follows (in thousands):
March 31,
2008 2007

BUrope . ..ot $ 20,386 $16,800

North America. ............ ..., 36,122 25,555

AsiaPacific ....... ... ... .. .. ... ... 50,330 46,724

Total long-lived assets . ...................... $106,838 $89,079

Long-lived assets in China, the United States and Switzerland each represented more than 10% of the

Company’s total consolidated long-lived assets at March 31, 2008 and 2007.
Note 18 — Other Disclosures Required by Swiss Law

Balance Sheet Items

The amounts of certain balance sheet items were as follows (in thousands):

Prepayments and accrued income . .......... .. .. oL
Non-current assets ... ...ttt
Pension liabilities, current . ................... i,
Fire insurance value of property, plant and equipment . ... .......
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Statement of Income Items

Total personnel expenses amounted to $271.9 million, $223.6 million and $173.5 million in fiscal
years 2008, 2007 and 2006.

Compensation and Security Ownership of Board Members and Executive Officers

In accordance with the Swiss Code of Obligations, the compensation and security ownership of
members of the Board of Directors of Logitech International S.A. and of Logitech executive officers is
presented below.

The following table sets forth compensation Logitech paid or accrued for payment to the individual
members of the Board of Directors, the highest compensation paid to an executive officer, and the total
amount of compensation paid or accrued for payment to executive officers for services performed in the
fiscal year ended March 31, 2008 (in thousands, except share and per share amounts):

Base Stock Option Other
Salary® Bonus® Awards Awards® Compensation® Total

Board of Directors:

Guerrino De Luca (Chairman). . ....... $ 719,231 § 754,074 $ — $1,218,991 $ 42,178 $ 2,734,474

Daniel Borel. ...................... 126,910 — — — — 126,910

Gary Bengier . ..................... 77,250 — — 27,902 — 105,152

Matthew Bousquette ................ 62,750 — — 55,803 — 118,553

Erh-Hsun Chang. . .................. 58,750 — — 269,555 — 328,305

Kee-LockChua .................... 68,750 — — 37,375 — 106,125

Monika Ribar...................... 88,700 — — 48,891 — 137,591

Sally Davis. .. ... 76,802 — — 73,565 — 150,367

Robert Malcolm. ................... 54,750 — = 72,474 — 127,224
Total Board of Directors . ................. $1,333,893 § 754,074 $ —  $1,804,556 $ 42,178 $ 3,934,701
Executive Officers:

Guerrino De Luca® ................. $ 719,231 § 754,074 $ —  $1,218,991 $ 42,178 $ 2,734,474

Total Executive Officers ............. $3,095,385 $2,531,571 $ — $47311,587 $102,848 $10,041,391

(I) Base salary include fees to attend meetings, annual retainers and travel fees. For Mr. Borel, the base
salary includes a salary for his service as Chairman of the Board from 4/1/07 through 12/31/07.

(2) Bonus represents compensation from the Company’s non-equity compensation plans.

(3) Amounts shown reflect the compensation expenses recognized by Logitech in fiscal year 2008 for
the applicable Option Award as determined pursuant to SFAS 123R. These compensation costs reflect
equity awards granted in 2008 and prior years. The key assumptions for the valuation of the stock
options are presented in Note 12.

(4)  Other compensation includes car allowance, term life insurance premiums and matching contributions
made by the Company to the Logitech 401(k) Plan.

(5) Highest compensated executive officer.
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LOGITECH INTERNATIONAL S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

No additional fees or compensation have been paid during fiscal year 2008 to any current or former
members of the Board of Directors or executive officers other than as noted above.

There were no loans made or outstanding at any time during fiscal year 2008 to any current or former
members of the Board of Directors or executive officers. In addition, no compensation was paid or loans
made during fiscal year 2008 to parties closely related to members of the Board of Directors or executive
officers.

The following table sets forth the shares and options held by each of the individual members of the
Board of Directors and executive officers as of March 31, 2008:

Options Fiscal Years
Shares Held Held® Exercise Price of Expiration
Board of Directors:
GuerrinoDe Luca. . ............ 328,036  2,808,124M $5.11 -$27.95 2011-2018
Daniel Borel.................. 11,000,000 — — —
Gary Bengier ................. 5,100 60,000 $11.35-81541 2013 -2016
Matthew Bousquette ........... 10,000 60,000 $15.41 2016
Erh-Hsun Chang. .............. 188,000 505,000® $5.22-$20.25 2012-2017
Kee-Lock Chua ............... 8,000 135,000 $9.73 -$19.43 2011 -2017
Monika Ribar................. 1,400 95,000 $11.79 - $27.78  2015-2018
SallyDavis. .................. — 30,000 $27.78 2018
Robert Malcolm . .............. 2,500 30,000 $27.35 2018
Total Board of Directors ............ 11,543,036 3,723,124
Executive Officers:
Guerrino De Luca. . ............ 328,036 2,808,124M $5.11-$27.95 2011-2018
Gerald Quindlen. .............. — 660,000 $20.25 - $34.39 2016-2018
Mark Hawkins . ............... 3,279 225,000 $21.43-$30.09 2017-2018
DavidHenry.................. 18,346 624,548 $5.22-$30.09 2012-2018
Junien Labrousse .............. 23,340 600,000 $7.76 - $30.09 2014 -2018
L. Joseph Sullivan . ............ 1,983 147,500 $19.96 - $30.09 2016-2018
Total Executive Officers ........ 374,984 5,065,172

(1) These awards were made to Mr. De Luca in his capacity as Chief Executive Officer and President of
the Company prior to his becoming Chairman of the Board.

(2) Mr. Chang received options to purchase 30,000 shares of Logitech stock in his capacity as a Board
member. The remainder of these awards were made to Mr. Chang in his former role as Senior Vice
President, Worldwide Operations and General Manager, Far East, prior to becoming a member of the
Board of Directors.

(3) Each option provides the right to purchase one share at the exercise price. For executive officers, the
options become exercisable over four years in equal annual installments from the date of grant. For
non-executive Directors, the options become exercisable over three years in equal annual installments
from the date of grant.
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LOGITECH INTERNATIONAL S.A.

QUARTERLY FINANCIAL DATA
(Unaudited)

The following table contains selected unaudited quarterly financial data for fiscal years 2008 and
2007 (in thousands except per share amounts):

Year ended March 31,2008

Year ended March 31, 2007

First Second Third Fourth First Second Third Fourth
Netsales. ..............oovon.. $429,537 $595,490 $744,235 $601,234 $393,282 $502,041 $658,512 $512,734
Grossprofit . ................... 144,786 215,954 274,434 213,944 120912 172,965 238,657 176,991
Operating expenses:
Marketing and selling . . ... ... 64,787 76,463 98,512 84,689 51,198 70,445 84,146 66,475
Research and development . . . . 28,765 30,939 31,378 33,462 24,928 26,118 28,778 28,432
General and administrative . . . . 27,322 28,149 28,318 29,654 20,995 24,225 26,137 26,786
Total operating expense .. 120,874 135,551 158,208 147,805 97,121 120,788 139,061 121,693
Operating income .. ............. 23,912 80,403 116,226 66,139 23,791 52,177 99,596 55,298
Netincome. . ................... $ 25,554 $ 11,562 $133,572 $ 60,338 $ 30,147 $§ 49,204 $ 94,304 $§ 56,193
Net income per share:
Basic............ ... ... $ 143 .06 $ 748 33 8 A7 °$ 27 $ 528 31
Diluted. . .................. $ 14 8 .06 $ 718 323 16§ 26 % 49 3 .29
Shares used to compute net
income per share:
Basic..................... 181,802 181,459 181,549 180,636 182,648 182,502 182,652 182,738
Diluted. . .................. 189,250 188,293 188,814 186,299 190,646 190,276 191,145 191,091

The following table sets forth certain quarterly financial information as a percentage of net sales:

Net sales

Gross profit

Operating expenses:
Marketing and selling
Research and development

General and administrative . . ..

Total operating expense . . .

Operating income
Net income

Year ended March 31, 2008

Year ended March 31, 2007

First Second Third Fourth First Second Third Fourth

... 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
... 337 36.3 36.9 35.6 30.7 34.5 36.2 34.5
- 15.1 12.8 13.2 14.1 13.0 14.0 12.8 13.0
. 6.7 5.2 42 5.6 6.3 5.2 4.4 5.5
6.3 4.8 3.9 4.9 5.4 4.9 3.9 5.2
28.1 22.8 21.3 24.6 24.7 24.1 21.1 23.7
. 5.6 13.5 15.6 11.0 6.0 10.4 15.1 10.8

e 5.9% 1.9% 17.9% 10.0% 7.7%  9.8% 143% 11.0%
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LOGITECH INTERNATIONAL S.A., APPLES

SWISS STATUTORY BALANCE SHEETS (unconsolidated)
(In thousands of Swiss francs)

March 31,
2008 2007
ASSETS
Current assets:
Cash . ... CHF 634  CHF 1,648
Short-term bank deposits. . ............ ... .. 154,889 —
Short-term investments .. ............ ..o iiinuiiinnn... 3,921 261,821
Accrued interest and other receivables .. .................. 1,539 15,092
Advances to and amounts receivable from group companies . . . 31,846 14,612
Total current assets. . . ...t 192,829 293,173
Long-term assets:
Intangible assets. .. ..ot 295 574
Investments in subsidiaries . ............ . ... ... 394,909 380,664
Loans tosubsidiaries ... ............. i 7,323 14,148
Provisions on investments in and loans to subsidiaries. . ... ... (2,507) (2,507)
Treasury shares. ........... ... 400,710 272,844
Provision on treasury shares .. .......................... (88,192) —
Other investments and loans, net of provisions and write-off
of CHF 8,254 as of March 31, 2008 and CHF 8,254
asof March 31,2007 . ....... ... ... — —
Total long-term assets .. .............c.ouiiinen.... 712,538 665,723
Total @SSets. . ..o CHF 905,367 CHF 958,896
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Payables to group companies. . . ............. ... CHF 8,338 CHF 24,547
Accruals and other liabilities . .. ......................... 1,842 2,167
Deferred unrealized exchange gains . ..................... 13,166 1,862
Total current liabilities. . .......... .. ... .. ... ..... 23,346 28,576
Long-term liabilities:
Payables to group companies. . .. ..., 107,243 221,694
Total liabilities . .. ........ .. i 130,589 250,270
Shareholders’ equity:
Share capital. . ....... ... .. 47,902 47,902
Legal reserves:
General reserve . ... . 9,580 9,580
Reserve for treasury shares . ........................ 400,710 272,844
Unappropriated retained earnings .. ...................... 316,586 378,300
Total shareholders’ equity .......................... 774,778 708,626
Total liabilities and shareholders' equity .. ............. CHF 905,367 CHF 958,896

The accompanying notes are an integral part of these financial statements.
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LOGITECH INTERNATIONAL S.A., APPLES

SWISS STATUTORY STATEMENTS OF INCOME (unconsolidated)
(In thousand of Swiss francs)

Year ended March 31,

2008 2007
Dividend income. . .. ... . CHF 251,870 CHF 107,785
Royalty fees . ... ..o 56,377 51,330
Interest income from third parties . ............................... 10,578 4,906
Interest income from subsidiaries ................ .. ... ... 864 858
Realized exchange gains, net of exchange losses. . ................... 22 287
Gain on disposal of investment . ................... .. ... ... ...... — 10,412
OtherIncome .. ... ... e e — 5

319,711 175,583
Administrative XPenSes . ... vvvvt vttt 5,676 5,948
Brand development eXpenses . . . .. ...ttt 17,638 26,354
Amortization of intangibles . .. ........... .. ... ... 279 392
Interest paid to subsidiaries .. ........... .. 12,626 4,650
Income, capital and non-recoverable withholding taxes .. ............. 2,229 2,206
Loss on disposal of treasury shares . . ............. ... ... .. ... ... 66,005 75,095
Fair value adjustment of treasury shares . .......................... 88,192 —
Realized loss on sales of short-term investments, net of realized gains . . . 9,976
Write-down of short-term investments . ...................cc..u... 50,926 —
Other EXpenses. . . ...ttt et 12 533

253,559 115,178
NEtINCOME .« . .ottt e e e e e CHF 66,152 CHF 60,405

The accompanying notes are an integral part of these financial statements.
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LOGITECH INTERNATIONAL S.A., APPLES
NOTES TO SWISS STATUTORY FINANCIAL STATEMENTS

Note 1 — Basis of Presentation :

The Swiss statutory financial statements of Logitech International S.A. (“the Holding Company”) are
prepared in accordance with Swiss Law. The financial statements present the financial position and results
of operations of the Holding Company on a standalone basis and do not represent the consolidated financial
position of the Holding Company and its subsidiaries.

Certain prior year financial statement amounts have been reclassified to conform to the current year
presentation with no impact on previously reported net income.
Note 2 — Contingent Liabilities:

Logitech International S.A. issued guarantees to various banks for CHF 79,696,000 for lines of credit
available to its subsidiaries. At March 31, 2008 the aforementioned credit line facilities were not drawn
down.

Note 3 — Investments:

Principal operating subsidiaries include the following:

% of

Company Country possession Currency Share capital Purpose

Logitech Europe S.A. . . .. Switzerland 100 CHF 100,000 Administration, research,
development, sales and
distribution

LogitechInc ........... US.A 100 USD 11,522,396 Administration, research,
development, sales and
distribution

Logitech (Intrigue) Inc. . . Canada 100 CAD 1,661,340 Research and
development

Logitech Technology People’s Republic

(Suzhou) Co., Ltd . ... of China 100 USD 22,000,000 Manufacturing

All subsidiaries are directly or indirectly 100% owned by the Holding Company.
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LOGITECH INTERNATIONAL S.A., APPLES
NOTES TO SWISS STATUTORY FINANCIAL STATEMENTS—(Continued)

Note 4 — Treasury Shares:

During fiscal years 2007 and 2008, repurchases of and issuances from the Company’s treasury shares
were as follows (total cost in thousands):

Number of
shares Total cost

Held by the holding company at March 31,2006 .................... 8,955,226  CHF 233,284

AddItions . . ..ot 5,609,600 171,474

Disposals . .. ..o (5,201,187) (137,337)

Reverse valuation. . . ............ 0.t 5,423
Held by the holding company at March 31,2007 .................... 9,363,639  CHF 272,844

AddItions . . ..ot 7,783,750 253,511

Disposals ... ... (4,716,296) (125,645)
Held by the holding company at March 31,2008 .................... 12,431,093  CHF 400,710

All references to the number of shares have been adjusted to reflect the effect of the share split
undertaken by the Holding Company in July 2006.

InJune 2005, the Board of Directors authorized the repurchase of up to CHF 300,000,000 of the Holding
Company’s registered shares. This program expires at the Company’s 2008 Annual General Meeting. At
March 31, 2007, the Company had completed the program and repurchased 11,284,900 registered shares for
approximately CHF 300,000,000.

In May 2006, the Board of Directors authorized the repurchase of up to USD 250,000,000 of the
Holding Company’s registered shares. This program expires at the Company’s 2009 Annual General
Meeting. The Company completed the program in February 2008. At March 31, 2008, the Company had
repurchased 8,759,450 registered shares for approximately USD 250,000,000.

In June 2007, the Board of Directors authorized the repurchase of up to USD 250,000,000 of the
Holding Company’s registered shares. This program expires at the Company’s 2010 Annual General
Meeting. At March 31, 2008, the Company had repurchased 1,750,000 registered shares for approximately
USD 45,282,000.

Treasury shares are recorded as a long-term asset at the lower of cost or market value. The disposal
of treasury shares during the period was to the Company’s directors and employees under the Holding
Company’s share option and share purchase plans. The gain or loss on the disposal of repurchased treasury
shares is recorded in the statement of income.

Note 5 — Authorized and Conditional Share Capital Increases:

Share Split

In June 2006, the Company’s sharcholders approved a two-for-one share split whereby one share
with a par value of CHF 0.50 was converted into two shares with a par value of CHF 0.25 per share. All
references to the number of shares have been adjusted to reflect the effect of the share split undertaken by
the Holding Company.
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LOGITECH INTERNATIONAL S.A., APPLES
NOTES TO SWISS STATUTORY FINANCIAL STATEMENTS—(Continued)

Authorized capital

In June 2006, the Company’s sharcholders renewed their approval of 40,000,000 authorized registered
shares for use in acquisitions, mergers and other similar transactions, valid through the period ending
July 10, 2008.

Conditional capital

In June 1996 and June 1995, the Company’s shareholders approved the availability of 32,000,000
and 24,000,000 conditional registered shares. In June 2002, the shareholders approved the continued
availability of the aforementioned amounts and approved an additional 24,000,000 conditional registered
shares. The remaining number of conditional registered shares at March 31, 2008 was 60,661,860, which
are available for issuance upon the exercise of employee stock options and the issuance of shares under the
Company’s employee share purchase plans. During fiscal years 2008 and 2007, no shares were issued from
the aforementioned amounts of conditional shares available. In fiscal years 2008 and 2007, all stock options
and purchase plan commitments were satisfied from treasury shares held by the Holding Company.

In addition to the aforementioned, the shareholders in June 2001 approved the creation of an
additional 10,900,000 conditional registered shares to cover the conversion rights associated with the issue
of a convertible bond by Logitech Jersey Ltd, a subsidiary of the Holding Company. In June 2007, this
conditional share capital for 10,900,000 shares was eliminated. The conditional share capital was no longer
required, as the Company satisfied its conversion obligations during fiscal year 2006 by the delivery of
treasury shares rather than the issuance of shares from conditional share capital.

As at March 31, 2008, none of the aforementioned conditional registered shares had been issued.

Note 6 — Significant Shareholders:

The Holding Company’s share capital consists of registered shares. To the knowledge of the Company,
the beneficial owners holding more than 3% of the voting rights of the Company as of March 31, 2008 were
as follows:

% of Voting

Name Number of Shares® Rights® Relevant Date

Daniel Borel® . ........................... 11,000,000 57% March 31, 2008
Logitech International S.A. ................. 12,431,093 6.5% March 31, 2008
FMRLLC®. ... . . 9,006,810 4.7% November 29, 2007
The Capital Group Companies, Inc.® ... ...... 5,869,117 3.1% January 23, 2008

(1) Mr. Borel has not entered into any written shareholders’ agreements.

(2) In compliance with Article 20 of the Swiss Federal Act on Stock Exchanges and Securities Trading of
March 24, 1995 (“SESTA”) and Article 13 of the Ordinance of the Swiss Federal Banking Commission on
Stock Exchanges and Securities Trading of June 25, 1997 (“SESTO-FBC”), conversion and acquisition
rights are not taken into consideration for the calculation of the relevant shareholdings, unless such rights
entitle their holders to acquire, upon exercise, at least 3% of the Company’s voting rights.

(3) Incompliance with Article 10 paragraph 2 of SESTO-FBC, shareholdings are calculated based on the
aggregate number of voting rights entered into the Swiss commercial register. This aggregate number
was 191,606,620 voting rights as of March 31, 2008.
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LOGITECH INTERNATIONAL S.A., APPLES
NOTES TO SWISS STATUTORY FINANCIAL STATEMENTS—(Continued)

(4) Number of shares held by FMR LLC is based on a notification received by the Company on November
29, 2007 informing the Company that the ownership of FMR LLC, on behalf of funds managed by
and clients of FMR LLC and its direct and indirect subsidiaries, had exceeded 3% of the Company’s
voting rights.

(5) Number of shares held by The Capital Group Companies, Inc. is based on a notification received by
the Company on January 23, 2008 informing the Company that the ownership of The Capital Group
Companies, Inc., on behalf of funds managed by and clients of The Capital Group, had exceeded 3%
of the Company’s voting rights.

SESTA requires shareholders who own voting rights exceeding certain percentage thresholds of a
company incorporated in Switzerland whose shares are listed on a stock exchange in Switzerland to notify
the company and the relevant Swiss exchange of such holdings. Following receipt of this notification, the
company is required to inform the public in Switzerland.

On May 22, 2008, Thornburg Investment Management notified us that as of April 24, 2008 they held
11,922,284 shares constituting approximately 6.2% of the Company’s voting rights.

Logitech has not been notified of any ownership of options or other derivative securities of the
Company, whether privately or publicly traded, by any significant sharcholder of the Company that is not a
member of the Board of Directors or an executive officer.

Note 7— Movements on Retained Earnings:

During fiscal years 2007 and 2008, movements on retained earnings were as follows (in thousands):

Year ended March 31,
2008 2007
Retained earnings at the beginning of theyear.................... CHF 378,300 CHF 352,032
Attribution to reserve for treasury shares ........................ (127,8606) (34,137)
Netincome fortheyear ........ ... ... .. .. ..., 66,152 60,405
Retained earnings at the disposal of the Annual General Assembly.... CHF 316,586  CHF 378,300

Note 8 — Compensation and Security Ownership of Board Members and Executive Officers:

In accordance with the Swiss Code of Obligations, the compensation and security ownership of
members of the Board of Directors of Logitech International S.A. and of Logitech executive officers is
presented in the consolidated financial statements of Logitech International S.A., Apples.
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PROPOSAL OF THE BOARD OF DIRECTORS FOR APPROPRIATION OF RETAINED EARNINGS

Proposal of the Board of Directors for appropriation of retained earnings was as follows during fiscal
years 2007 and 2008 (in thousands):

Year ended March 31,
2008 2007

Proposal of the Resolution of the
Board of Directors  General Assembly

Tobe carried forward . . ....................... CHF 316,586 CHF 378,300
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PRICEWATERHOUSE(QOPERS

REPORT OF THE STATUTORY AUDITORS

Report of the Statutory Auditors
to the General Meeting of Logitech International S.A., Apples

As statutory auditors, we have audited the accounting records and the financial statements (balance
sheet, income statement and notes) of Logitech International SA for the year ended March 31, 2008.

These financial statements are the responsibility of the board of directors. Our responsibility is to
express an opinion on these financial statements based on our audit. We confirm that we meet the legal
requirements concerning professional qualification and independence.

Our audit was conducted in accordance with Swiss Auditing Standards, which require that an audit be
planned and performed to obtain reasonable assurance about whether the financial statements are free from
material misstatement. We have examined on a test basis evidence supporting the amounts and disclosures
in the financial statements. We have also assessed the accounting principles used, significant estimates
made and the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the accounting records and financial statements and the proposed appropriation of
available earnings comply with Swiss law and the company’s articles of incorporation.

We recommend that the financial statements submitted to you be approved.

PricewaterhouseCoopers SA

G fad

Travis Randolph Pierre-Alain Dévaud
Auditor in charge

Lausanne, Switzerland
May 30, 2008
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