
1

REACHING 
BROAD MARKETS

Commercial Aircraft Products | Business Jet Products | Fastener Distribution



CONTENTS

Letter to Shareholders 2

Commercial Aircraft Products 6

Business Jet Products 10

Fastener Distribution 12

Selected Financial Data 14

Directors and Officers 16

Management’s Discussion 
and Analysis 17

Financial Statements 
and Notes 34

Investor Information 59

B/E Aerospace:
The World’s Leading Manufacturer of Aircraft Cabin Interior Products

B/E Aerospace is the world’s leading manufacturer of cabin 

interior products for both commercial aircraft and business jets. 

We are also a leading aftermarket distributor of aerospace fasteners. 

B/E sells its products through its own global direct sales organization. 

We operate manufacturing facilities in the U.S. and Europe and have 

customer support offices in Seattle and France, as well as Germany,

Singapore and China.
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Financial Highlights
(dollars in millions)

Year Ended Year Ended

Dec. 31, 2003 Dec. 31, 2002 Change

Sales $ 624.4 $ 601.5 $ 22.9

Gross profit 170.8 183.6 (12.8)

Operating earnings (loss) 20.3 (4.4) 24.7

Net loss (53.5) (76.1) 22.6

At December 31:
Employees 3,319 3,717 (398)

B/E at a Glance

Commercial Aircraft Products

We manufacture:

● passenger seats,

● food and beverage preparation

and storage equipment, 

● oxygen systems, and

● crew rest compartments 

and other interior structures.

We also provide cabin interior

design, reconfiguration and 

passenger/freighter 

conversion services.

Business Jet Products

We manufacture:

● passenger seats,

● interior lighting, 

● oxygen systems, and

● cabinetry and furniture.

Throughout the Aircraft

We distribute a broad range 

of aircraft fasteners and 

manufacture a variety 

of machined products.
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The year 2003 presented many challenges for our customers and our

business. It was a year in which we continued to experience weak demand

from domestic airlines and a dramatic deterioration of the business jet

industry. In response to these factors, we further resized the company to

meet lower demand levels while meeting our commitments to customers,

maintaining quality standards, and generating new business. Furthermore,

we successfully raised additional debt capital, which provides us with

greater financial flexibility and improves our liquidity.

Navigating a difficult path

During 2003, we continued to encounter the impact of the worst downturn

in the history of the airline industry. The combined effect of a major economic

downturn and the tragic events of September 11, 2001 sparked a dramatic

change in the landscape of our industry. Carriers worldwide have reduced

their fleet sizes and slashed discretionary spending. In addition, new challenges

were presented to B/E and the airline industry in 2003. The SARS epidemic

and the war in Iraq placed additional pressure on our customers, reducing

already existing low air travel levels.

In November of 2001, we launched a program to reposition B/E and

effectively adapt to the dramatic change in our industry by reducing capacity

and lowering our cost structure. We have expanded this cost reduction program

twice over the past two years. By the end of 2003, we had completed all of the

goals associated with the program by closing five factories, relocating 12 production

lines to remaining facilities, and reducing our workforce by almost one-third or

1,500 employees. Other factors that helped B/E mitigate the impact of the U.S.

airlines’ continuing difficulties were an increase in demand from foreign airlines

and the growth in our fastener distribution business, which has been gaining

market share.

Letter to Shareholders

Robert J. Khoury 
President and 
Chief Executive Officer

Amin J. Khoury 
Chairman of the Board 
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Consolidation Program Now Complete

2003 financial results

Our facility consolidation and workforce reduction efforts cost $31 million, including $20 million in cash costs

for the twelve months ended December 2003. Combined with a 30 percent reduction in demand, an $8 million

adverse foreign exchange impact, and a shift in our revenue mix resulting from a 32 percent decline in new

business jet deliveries, we reported a net loss of $53.5 million or ($1.49) per share for the twelve months

ended December 2003.

Our focus on financial discipline and a measured approach to growing our business during this downturn

has resulted in improvements throughout the business:

● Consolidation efforts resulted in the elimination of over $45 million in annual cash costs.

● Commercial aircraft business began reporting strongly positive financial comparisons by the fourth 

quarter; fourth quarter bookings were up by over $70 million or 155 percent versus the prior year period.

● Fastener distribution business revenues increased 7 percent versus 2002. Monthly sales have begun 

to exceed pre-September 11, 2001 levels.

● Successfully completed the sale of $175 million of senior notes. Paid off all bank borrowings and 

substantially increased cash balance, providing greater financial flexibility and improving our liquidity.

In response to a 30% decline in revenue following the events of 9/11/01, B/E reduced the number of 
principal manufacturing facilities and headcount by 30%, while keeping net debt essentially unchanged.
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2003 operational results

Our operational performance in 2003 demonstrates our commitment to our customers. We resized our

business without sacrificing our high standards of quality, innovation, and customer service. Despite the

decreased demand in our industry, we were able to secure new business, develop new and innovative products,

and improve our operations to deliver these products in a more efficient and cost effective manner.

During 2003, we successfully launched new products and secured program wins which will generate 

a substantial amount of additional new orders over the next several years:

● Successfully completed the launch of Spectrum™, our next-generation coach class seat. A total 

of over 30 airlines and leasing companies have ordered Spectrum™ since it was launched a year ago.

● Solidified our leadership position in the electric lie-flat business class segment. A total of eight major 

airlines have now selected our lie-flat seats for their next-generation business class cabins.

● Improved the outlook for our Business Jet Group by successfully landing two new programs to design 

and deliver very high-end international first class cabin products for Malaysia Airlines and Thai Airways.

● Established a new distribution facility in Wichita, KS to support 100 percent of Cessna’s fastener 

requirements, and opened a distribution facility in Hamburg, Germany as part of our expansion 

into Europe.

We extend our grateful thanks to the employees of B/E, who have remained committed to meeting and

exceeding the many challenges we face. Through their contributions to our business, we have been able to

make significant accomplishments in this difficult period for our industry.

Looking ahead

The U.S. airline industry appears to be in the early stages of recovery. In fact, U.S. airlines have posted

positive domestic yield comparisons on a year-over-year basis for each month since July, and our bookings

success in 2003 and expected additional follow-on orders in 2004 provide us with substantial confidence 

in our ability to deliver our 2004 plan. Though this data has begun to provide a more positive outlook for 

our business, we remain cautious regarding a turnaround for carriers worldwide. We will continue to monitor

the impact of macroeconomic conditions and other forces that may have a material effect on our business.

L e t t e r  t o  S h a r e h o l d e r s
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Looking ahead, we expect that EBITDA will be somewhat below the sum of interest expense, capital expenditures

and income taxes for 2004. We believe that our strong competitive positioning, improved liquidity and financial

flexibility, and a seasoned executive team provide us with a solid foundation to ride out the downturn and be strongly

cash flow positive in 2005. Additionally, the recent program wins from Asian and European carriers are expected to

contribute to B/E’s path to profitability.

We remain focused on financial discipline and the fundamental principles that drive our business – customer

service, quality, and innovation, and we are committed to taking the right steps to increase shareholder value.

Amin J. Khoury
Chairman of the Board

Robert J. Khoury
President and Chief Executive Officer
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Our Commercial Aircraft Products Group (CAPG), which is comprised of seven

business units and approximately 2,000 employees, serves the world’s commercial

airlines and leasing companies. We are the largest manufacturer of aircraft cabin

interior products and we have achieved leading global market positions in each 

of our major product categories, which include:

● Commercial aircraft seats, including an extensive line of first class, business 

class, tourist class and regional aircraft seats;

● A full line of aircraft food and beverage preparation and storage equipment, 

including coffee makers, water boilers, beverage containers, refrigerators, 

freezers, chillers and microwave, high heat convection and steam ovens; and

● Interior systems such as lighting as well as chemical and gaseous 

aircraft oxygen delivery systems.

We also design, develop and manufacture a broad range of aircraft cabin interior

structures and provide comprehensive aircraft cabin interior reconfiguration and

passenger-to-freighter conversion engineering services and component kits.

Our products can be sourced separately to meet a specific airline need or

combined to comprise complex, turn-key interior programs, which we can integrate

and certify for the customer. Malaysia Airlines took advantage of this integrated

approach when it selected B/E Aerospace to provide next-generation interiors for

its first and business class cabins. B/E will design, manufacture, manage and certify 

all aspects of this turn-key program, including the new electric first and business

class seats, luxuriously appointed cabinetry and lavatories, digital LED mood lighting

and integration of the Matsushita interactive entertainment system.

The year 2003 saw numerous market successes for our Commercial Aircraft

Products Group.

● B/E designed mini-pod electric lie-flat business class seats were selected 

by eight leading international carriers. Winner of three industry design 

awards, the new seat model was selected by Korean Air, Thai Airways, 

Malaysia Airlines, Qantas, Japan Airlines, Northwest Airlines and others to 

provide a new level of privacy, comfort and amenities for the airlines’ most 

profitable passenger segment.

Developing next-generation products for today’s demanding needs

Right: One of B/E’s award 
winning lie-flat seat designs.
A focus on quality, comfort, 
and innovation provides the
framework for developing 
and delivering superior 
products and services to 
our customers.

C o m m e r c i a l  A i r c r a f t  P r o d u c t s
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● Our new SpectrumTM coach class seat was selected by over 30 airlines 

and leasing companies, making it the industry’s most popular coach seat 

platform. Customers ranging from British Airways, Northwest Airlines and 

Aer Lingus to new low-cost carriers, such as Dulles-based Independence 

Air chose Spectrum™ for its improved passenger living space and comfort 

and for its reduced ownership costs. Spectrum™ is now the baseline seat 

offering for four global leasing companies, and has proven to be the product 

of choice for airlines in the emerging China region.     

● B/E launched EnduraTM, a next generation coffee maker with superior brewing 

technology and 40 percent greater reliability than competitive models.  

● Our patented steam oven technology won the coveted Mercury award with 

the addition of a new programmable controller, allowing international carriers 

like Qantas a simplified approach to enable greater consistency in the 

preparation of gourmet food on long-haul flights.

● Airbus recognized our longstanding leadership in the oxygen products 

arena, qualifying us as the exclusive supplier for gaseous oxygen systems 

for the Airbus A320 family.

In 2003, we completed our facility consolidation program, a difficult and

expensive process that is now behind us. All of our facilities have demonstrated 

a commitment to lean manufacturing methods and we are realizing the operational

benefits that come from these initiatives. In the past year, lead-times for key products

in our beverage maker business have been reduced by over 50 percent, warranty

costs in our refrigeration business were reduced by over 10 percent, and defects

per unit in our seating business were reduced by 50 percent versus the prior year.

Additionally, our Winston-Salem spare parts business was able to in-source a

significant volume of vacuum-formed plastics production in space that had been

made available as a result of more efficient operations elsewhere. 

C o m m e r c i a l  A i r c r a f t  P r o d u c t s

B/E’s food and beverage
preparation and food 
storage equipment facilitates
the offering of unparalleled
food service by the airlines 
for their passengers.

Right: B/E’s award winning and patented steam oven, patented wine chilling system,
and recently introduced EnduraTM coffee maker.

Left: B/E’s SpectrumTM seat represents the most successful product launch in the 
company’s history and redefines the standard for coach class seating.
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This past year presented a considerable number of challenges for our Business

Jet Group. The impact of a continuing weak economic environment and several years

of weak corporate profits resulted in a significant reduction in new business jet deliveries

– approximately 32 percent fewer deliveries in 2003 compared to the prior year.

Additionally, an over-abundance of used business jets, priced at highly competitive

rates, exacerbated the decline in demand for new aircraft. Though deliveries in 2004

are expected to remain at similar levels as in 2003, it is encouraging to note that

delivery schedules in the business jet industry are becoming less volatile as demand

has begun to stabilize.

During the past year, our Business Jet Group has made continuous improvements

in its manufacturing operations through an intense focus on lean processes by:

● Standardizing material purchasing of key commodities;

● Implementing AGILE configuration management package; and

● Implementing new advanced manufacturing tools and techniques.

A key component to our strategy has been the identification and pursuit of 

aftermarket business. B/E has achieved this goal by combining traditional OEM

aftermarket business with newly identified refurbishment opportunities associated

with fractional ownership operators. B/E was recently awarded refurbishment 

programs with two leading fractional providers.

Consistent with our lean initiatives, B/E has developed new distribution channels

for aftermarket upgrade kits by partnering with OEM service centers, and with the

strength of our installed base, we have developed “quick change” refurbishment

programs designed to bring aging interiors up-to-date in far less time than traditional

methods. Additionally, our Business Jet Group is filling the need for an integrated

suite of products for super first class accommodations on long haul commercial airlines.

This approach provides significant comfort and convenience, similar to business

jets, and allows airlines to better differentiate first class from business class.

International super first class program bookings are initially valued at more than

$30 million.

B u s i n e s s  J e t  P r o d u c t s

Severe decline in new aircraft
deliveries negatively impacted
Business Jet Group results 
during 2003.

Creating detailed, finely crafted appointments 
for the industry’s most discerning customers

B/E’s team of highly skilled engineers and talented designers
enable the development of the finest seating, cabinetry, lighting,
and other appointments associated with the highest standards 
of business jet travel.
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For over 40 years, the approach to business jet seating had remained virtually unchanged,

producing predictable results. We have developed a revolutionary approach to business jet seating

by utilizing an advanced concurrent product development approach to business jet seating,

which provides significant benefits to our customers by:

● Creating a platform-oriented/custom configurable product;

● Providing ergonomic/comfort validation;

● Dramatically reducing the number of seat parts while improving reliability; and

● Reducing overall seat weight.   

Another significant contribution to the business jet industry is B/E’s LED lighting system.

The technical superiority of our lighting system is being widely recognized for both business

jet and commercial airliners. Our LED mood lighting system has been judged superior to the

competition and is being used exclusively on the Boeing 7E7 mockup.
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Our fastener distribution business is an industry leader. We provide value-added

services and supply new factory authorized fasteners and hardware to the worldwide

aerospace and defense industries. Our service offerings include inventory replenishment

and management services, just-in-time (JIT) delivery programs, electronic data inter-

change, special packaging and bar-coding, quality assurance testing and procurement

assistance. Our seasoned sales and purchasing teams, coupled with state-of-the-

art information technology and automated sales and retrieval systems (ASRS), 

provide the basis for our reputation for high quality and rapid overnight delivery.  

We offer one of the broadest lines of fasteners and inventory management

services worldwide. During 2003, approximately 70 percent of our fastener sales

came from the aftermarket, and approximately 60 percent of orders were shipped

the same day that they were received. With over 100,000 SKUs and next-day

service, we serve as a distributor for virtually every major aerospace fastener 

manufacturer in the industry. 

The size and volume of orders processed were smaller and more numerous

in 2003 – a 40 percent increase in the volume of orders versus the prior year.

Our ability to process and ship customer orders within 24 hours contributed to a

7 percent year-over-year revenue increase for the Fastener Distribution segment in

an otherwise soft market. In addition, our state-of-the-art ASRS system contributed to

a 1 percent decrease in warehouse production hours on a year-over-year basis.

In 2003, our Fastener Distribution business experienced a significant increase in 

system utilization – over 75 percent of the ASRS system was utilized as compared

to 50 percent during 2002. Despite the record number of orders processed, we

maintained an industry leading 97 percent on-time delivery rate in 2003. In addition,

B/E’s distribution segment won a number of important long-term JIT programs, which

bodes well for strong growth in 2004 and 2005.

F A S T E N E R D I S T R I B U T I O N

In 2003, B/E’s state-of-the-art
IT systems and automated
inventory retrieval system
allowed for over 60 percent 
of orders received to ship the
same day despite a 40 percent
increase in the number of 
individual orders shipped.

Providing world-class distribution solutions to the aviation industry

Right: Daryl Unkel of Cessna Aircraft and Chuck Robinson of B/E Aerospace 
at a Cessna facility in Wichita, Kansas. B/E delivers fasteners to support 
100 percent of Cessna’s production requirements.

Left: B/E distributes a wide variety of fasteners for virtually every major 
aerospace fastener manufacturer in the industry.
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We have a diverse customer portfolio with several large accounts, and we have taken great

measures to ensure that our business is not dependent on any single customer. In fact, no customer

represented more than 10 percent of Fastener Distribution segment’s revenues during 2002 or 2003. 

In 2003, we implemented JIT programs for two large customers and completed the setup of our

Kansas facilities to accommodate current capacity requirements, and to allow for growth from existing

and future customers in the coming years. The Wichita facility is fully staffed and the warehouse

is stocked and on-line with our Miami-based information technology system. 

In response to increasing customer demand and our continued global focus, our worldwide customer

support was enhanced in 2003 with the addition of a state-of-the-art fastener distribution facility in

Hamburg, Germany. This facility will serve as a foundation for our focus to provide service and 

support to our European customers. The new facility offers a broad range of aerospace hardware and

fastener inventory, and better positions us to provide innovative supply chain management and logistics

solutions on a just-in-time basis in Europe. In 2003, approximately 20 percent of our Fastener

Distribution segment’s revenues were generated from customers located outside of North America.
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Selected Financial Data 
The most recent results shown below are for calendar year ended December 31, 2003. Previously, B/E reported 
its financial results on a non-calendar year basis. The period beginning February 24, 2002 to December 31, 2002 
represented a ten-month transition period to facilitate the change in fiscal reporting.

Year Ended Year Ended

Dec. 31 Dec. 31 Feb. 24, 2002 

(in millions, except per share amounts) 2003 2002 to Dec. 31, 2002

Net sales $ 624.4 $ 601.5 $ 503.6
Cost of sales 453.6 (a) 417.9 (b) 352.3 (c)
Gross profit 170.8 183.6 151.3
Operating expenses 150.5 188.0 (b) 162.1 (c)
Operating earnings (loss) 20.3 (4.4) (10.8)
Equity in loss of unconsolidated subsidiary – – –
Interest expense, net 70.6 69.0 57.3
Loss on debt extinguishment 1.2 (d) _ _
(Loss) earnings before income taxes (51.5) (73.4) (68.1)
Income taxes 2.0 2.7 2.7

Net (loss) earnings $ (53.5) $ (76.1) $ (70.8)

Per share, diluted: 
Net (loss) earnings $ (1.49) $ (2.19) $ (2.03)

Weighted average common shares – diluted 36.0 34.8 34.9

Common stock price: high $ 6.72 $ 14.05 $ 14.05
low 1.23 2.62 2.62

At Period-End:

Working capital $ 274.3 $ 262.9 $ 262.9
Total assets 1,052.5 1,067.1 1,067.1
Intangible and other assets, net 541.5 534.9 534.9
Current ratio 3.06:1 2.71:1 2.71:1
Long-term debt 880.1 836.0 836.0
Total stockholders’ equity 31.9 69.3 69.3
Common shares outstanding 36.7 35.2 35.2

(a) Cost of sales includes $30.8 of facility consolidation costs.
(b) Cost of sales includes $43.7 of facility consolidation costs. Operating expenses include $29.5 charge for legal settlement.
(c) Cost of sales includes $39.5 of facility consolidation costs. Operating expenses include $29.5 charge for legal settlement.
(d) Unamortized debt issue costs, premiums and expenses related to extinguishment of debt.
(e) Cost of sales includes $104.6 of facility consolidation costs. Operating expenses include $6.8 of acquisition-related costs.
( f ) Includes $8.3 of costs related to acquisitions and termination of subsidiary’s IPO.
(g) Includes $34.3 of consolidation costs and $60.1 of costs related to seating product manufacturing problems, $83.7 of which 

is included in cost of sales.



15

Year Ended Year Ended Year Ended

Feb. 23, Feb. 24, Feb. 26,

2002 2001 2000

$ 680.5 $ 666.4 $ 723.3
530.1 (e) 416.6 543.6 (g)
150.4 249.8 179.7
182.9 (e)  173.1 ( f ) 173.0 (g)
(32.5) 76.7 6.7

– – 1.3
60.5 54.2 52.9

9.3 (d) – –
(102.3) 22.5 (47.5)

1.8 2.2 3.3

$ (104.1) $ 20.3 $ (50.8)

$ (3.18) $ 0.78 $ (2.05)

32.7 25.9 24.8

$ 25.88 $ 23.94 $ 22.25
3.50 5.88 5.75

$ 304.8 $ 174.9 $ 129.9
1,128.3 936.0 881.8

529.2 433.4 425.8
3.01:1 2.03:1 1.75:1
853.5 603.8 618.2
121.1 135.3 64.5

34.4 28.5 24.9
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Building a World Leader
B/E Aerospace has acquired 24 businesses

since 1989. The aggregate purchase price totaled
nearly $1 billion. Acquisition-related costs, including
the write-off of intangible assets at the time of acquisition,
were about $185 million.

We integrated the acquired businesses into an
effective organization. Integration involved closing 17
facilities and eliminating about 3,000 positions. We
also implemented common information technology
platforms and lean manufacturing initiatives company-
wide. This integration effort cost about $125 million.
These actions occurred prior to the facility and work-
force consolidation effort, which began in response to
the events of September 11, 2001 – we closed five
additional facilities and reduced our headcount by an
additional 1,500 positions, at a cost of $175 million,
$75 million of which was cash.

Through these strategic acquisitions and integration
efforts, coupled with new product development and 
an unwavering focus on the customer, we have built
world-leading market shares, and we have expanded
profit margins. As a result, B/E has become the world’s
leading manufacturer of cabin interior products.
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Listing
B/E’s common stock trades on 
The Nasdaq Stock Market under 
the symbol BEAV. Options are 
listed on the Chicago Board Options
Exchange under the symbol B.O.V.

Transfer Agent and Registrar
The Bank of New York
(800) 524-4458
E-mail: shareowner-svcs@bankofny.com
Website: www.stockbny.com

Address changes, consolidations, 
lost certificates, legal transfer 
requirements, certificate 
replacements and certificate 
transfers contact: 
The Bank of New York 
Receive and Deliver Dept. 
PO Box 11002 
Church Street Station 
New York, NY 10286

SEC Reports
B/E’s Form 10-K annual report
and current Form 10-Q quarterly
reports are available free of 
charge on B/E’s website.

Corporate Website
Visit B/E Aerospace at 
www.beaerospace.com 
for updates on financial results, 
news releases, SEC reports 
and information about 
the company.

Annual Meeting 
of Stockholders
Annual Meeting of Stockholders 
of B/E Aerospace, Inc.
will be held in the
Conference Center
36th Floor
Ropes & Gray
One International Place
Boston, Massachusetts
10:30 A.M.
Thursday, June 24, 2004

Independent Auditors
Deloitte & Touche LLP
695 Town Center Drive 
Suite 1200
Costa Mesa, California 92626
(714) 436-7100

B/E has paid no cash dividends in the 
past and has no present intention of doing
so in the immediate future. The company
intends, for the foreseeable future, to retain
earnings to reduce indebtedness and
finance its future growth, but expects to
review its dividend policy regularly. The
company’s amended and restated bank
credit facility and the indentures associated
with its senior and senior subordinated
notes permit the declaration of cash 
dividends only in certain circumstances
described therein.

This annual report contains forward-looking
statements within the meaning of Section
27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange
Act of 1934. Such forward-looking state-
ments involve risks and uncertainties. 
B/E’s actual experience may differ materially
from that anticipated in such statements.
Factors that might cause such a difference
include those discussed in B/E’s filings
with the Securities and Exchange
Commission, including but not limited to 
its most recent proxy statement, Form 10-K
and Form 10-Q. For more information, 
see the section entitled “Forward-Looking
Statements” contained in B/E’s Form 10-K
and in other filings.

Investor Information
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