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June 26, June 27, June 26, June 27,

2010 2009 2010 2009

Revenue 71,653$           47,842$           119,856$      84,988$      

Cost of revenue:

Products and services
(1)

41,855             31,076             72,026          56,467        

Amortization of existing technologies 1,360               1,360               2,720            2,720          

Total cost of revenue 43,215             32,436             74,746          59,187        

Gross profit 28,438             15,406             45,110          25,801        

Operating expenses:

Research and development
(1)

13,086             10,742             24,933          21,210        

Sales and marketing
(1)

10,184             7,988               18,606          15,197        

General and administrative
(1)

7,423               4,238               12,171          7,901          

Amortization of intangible assets 185                  185                  370               370             

Total operating expenses 30,878             23,153             56,080          44,678        

Loss from operations (2,440)              (7,747)             (10,970)         (18,877)       

Other income (expense):

Interest income 103                  27                    177               106             

Interest expense (620)                 (1,079)             (1,093)           (2,022)         

Change in fair value of preferred stock warrants -                       95                    (173)              95               

Other income (expense) (2)                     40                    9                   104             

Loss before provision for income taxes (2,959)              (8,664)             (12,050)         (20,594)       

Provision for income taxes 243                  138                  414               268             

Net loss (3,202)              (8,802)             (12,464)         (20,862)       

Preferred stock dividends -                       -                      900               652             

Net loss attributable to common stockholders (3,202)$            (8,802)$           (13,364)$       (21,514)$     

Net loss per common share:

Basic and diluted (0.09)$              (2.18)$             (0.63)$           (5.34)$         

Pro forma basic and diluted (0.09)$              (0.33)$             (0.36)$           (0.80)$         

Weighted average number of shares used to compute

net loss per common share:

Basic and diluted 37,212             4,030               21,305          4,028          

Pro forma basic and diluted
 (2)

37,212             26,855             34,614          26,149        

                                                                

(1) Includes stock-based compensation as follows:

June 26, June 27, June 26, June 27,

2010 2009 2010 2009

Cost of revenue 484$                168$                624$             347$           

Research and development 1,686               619                  2,256            1,348          

Sales and marketing 1,247               422                  1,681            877             

General and administrative 3,764               968                  5,427            1,878          

7,181$             2,177$             9,988$          4,450$        

                                                             

(2)  Includes outstanding common shares and common shares resulting from the assumed conversion of preferred shares 

as if conversion occurred at the beginning of the second quarter of 2009 and the beginning of the six month periods ended 

June 26, 2010 and June 27, 2009.

Three Months Ended

(unaudited)

Three Months Ended

Condensed Statement of Operations

(in thousands)

Six Months Ended

(unaudited)

Six Months Ended

(unaudited)(unaudited)
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June 26, June 27, June 26, June 27,

2010 2009 2010 2009

GAAP net loss attributable to common stockholders (3,202)$         (8,802)$   (13,364)$   (21,514)$   

Adjustments to reconcile GAAP net loss to 

non-GAAP net loss:

Stock-based compensation 7,181            2,177       9,988        4,450        

Amortization of intangible assets 1,545            1,545       3,090        3,090        

Change in fair value of preferred stock warrants -                (95)          173           (95)            

Preferred stock dividends -                -          900           652           

Non-GAAP net income (loss) 5,524$          (5,175)$   787$         (13,417)$   

Non-GAAP net income (loss) per common share

Basic 0.15$            (0.19)$     0.02$        (0.51)$       

   Diluted 0.14$            (0.19)$     0.02$        (0.51)$       

Weighted average shares used to compute non-GAAP net income (loss) 

per common share - Basic 
(1)

37,212          26,855     34,614      26,149      

Weighted average shares used to compute non-GAAP net income (loss) 

per common share - Diluted 
(1)(2)

39,413          26,855     36,409      26,149      

(1)  Includes outstanding common shares and common shares resulting from the assumed conversion of preferred shares as if conversion occurred at the beginning of

the second quarter ended June 27, 2009 and the beginning of the six month periods ended June 26, 2010 and June 27, 2009.

(2) Includes the dilutive effect of oustanding stock options, warrants and restricted stock units for the three and six months ended June 26, 2010.

GAAP gross profit and gross margin 28,438$        39.7% 15,406$   32.2% 45,110$    37.6% 25,801$    30.4%

Adjustments to reconcile GAAP gross profit and gross margin to

   non-GAAP gross profit and gross margin:

Stock-based compensation 484               168          624           347           

Amortization of intangible assets 1,360            1,360       2,720        2,720        

Non-GAAP gross profit and gross margin 30,282$        42.3% 16,934$   35.4% 48,454$    40.4% 28,868$    34.0%

2010

June 27,

2009

Six Months Ended

Reconciliation of GAAP to Non-GAAP Results

(Unaudited, in thousands except per share data)

Six Months Ended

June 26,

Three Months Ended

June 26, June 27,

2010 2009

Three Months Ended
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June 26, December 31,

2010 2009

ASSETS (unaudited)

Current Assets:

Cash and cash equivalents 24,721$             31,821$             

Marketable securities 77,166               36,228               

Restricted cash -                         629                    

Accounts receivable, net 35,540               46,992               

Inventory 24,943               18,556               

Deferred cost of goods sold 15,846               16,468               

Prepaid and other current assets 3,584                 4,018                 

Total current assets 181,800             154,712             

Property and equipment, net 11,818               11,293               

Goodwill 65,576               65,576               

Intangible assets, net 3,605                 6,695                 

Other assets 2,416                 2,840                 

Total assets 265,215$           241,116$           

LIABILITIES, CONVERTIBLE PREFERRED STOCK AND 

STOCKHOLDERS' EQUITY (DEFICIT)

Current liabilities:

Accounts payable 4,309$               14,635$             

Accrued liabilities 26,510               28,629               

Preferred stock warrant liabilities -                         195                    

Loans payable -                         3,333                 

Deferred revenue 29,263               29,921               

Total current liabilities 60,082               76,713               

Loans payable -                         16,667               

Long-term portion of deferred revenue 8,572                 6,556                 

Other long term liabilities 1,040                 910                    

Total liabilities 69,694               100,846             

Convertible preferred stock -                         479,628             

Stockholders' equity (deficit):

Common stock 933                    102                    

Additional paid-in capital 600,157             52,739               

Other comprehensive income (loss) (23)                     (17)                     

Accumulated deficit (405,546)            (392,182)            

Total stockholders' equity (deficit) 195,521             (339,358)            

Total liabilities, convertible preferred stock and 

stockholders' equity (deficit) 265,215$           241,116$           

Condensed Balance Sheets

(In thousands)
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June 26, June 27,
2010 2009

Operating activities
Net cash used in operating activities (200)$               (8,027)$           

Investing activities
Acquisition of property and equipment (2,906)              (1,559)              
Purchase of marketable securities (56,567)           -                       
Sales and maturities of marketable securities 15,208             -                       
Net cash used in investing activities (44,265)           (1,559)              

Financing activities
Proceeds from initial public offering of common stock, net of issuance costs 57,293             -                       
Principal payments on loans (20,000)           -                       
Proceeds from issuance of Series J preferred stock 47                    34,258             
Proceeds from exercise of stock options 25                    10                    
Repurchase of common and preferred stock -                       (12)                   
Net cash provided by financing activities 37,365             34,256             

Net increase (decrease) in cash and cash equivalents (7,100)              24,670             
Cash and cash equivalents at beginning of year 31,821             23,214             
Cash and cash equivalents at end of year 24,721$          47,884$          

Six Months Ended

(unaudited)

Condensed Statement of Cash Flows
(in thousands)


