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This Quarterly Report on Form 10-Q includes forwhroking statements within the meaning of Sectiti »f the
Securities Exchange Act of 1934, as amended, dexichange Act, and Section 27A of the Securitiesd2d. 933, as
amended, or the Securities Act. For this purpasg statements contained in this quarterly repayarding our strategy,
future plans or operations, financial positionufetrevenues, projected costs, prospects, andtdgigof management,
other than statements of historical facts, maydsmkd to be forward-looking statements. Withouitiirg the foregoing,
the words “believes,” “anticipates,” “plans,” “exgig” and similar expressions are intended to ideftirward-looking
statements, although not all forward-looking stagata contain these identifying words. We cannotanige that we
actually will achieve the plans, intentions or estpdions expressed or implied in forward-lookingtsiments. There are a
number of factors that could cause actual eventssuits to differ materially from those indicat@dimplied by such
forward-looking statements, many of which are b&youar control, including the factors discussedamt®P- Item 1A under
the heading “Risk Factors” in our Annual ReportFarm 10-K for the year ended December 31, 2008 aaméferenced in
Part Il - Item 1A of this report. In addition, tf@ward-looking statements contained herein represer estimates only as
of the date of this filing and should not be religgtbn as representing our estimates as of any gubstdate. While we mi
elect to update these forward-looking statemens®iae point in the future, we specifically disclaamy obligation to do so,
whether to reflect actual results, changes in apsions, changes in other factors affecting suctvémd-looking statements
or otherwise.




PART I.  FINANCIAL INFORMATION
ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AVID TECHNOLOGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands except per share data, unaudited)

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Net revenues:
Products $121,91: $189,11! $24555. $ 357,29:
Services 28,63: 33,74¢ 56,61¢ 63,83¢
Total net revenues 150,54. 222,86. 302,17. 421,12¢
Cost of revenues:
Products 58,42¢ 92,62¢ 119,67 177,70:
Services 14,09( 19,62¢ 29,92¢ 37,01¢
Amortization of intangible asse 42¢ 2,27( 94¢ 5,52¢
Restructuring costs — — 79¢ —
Total cost of revenues 72,94t 114,25° 151,35: 220,24
Gross profit 77,59¢ 108,33 150,82: 200,88t
Operating expenses:
Research and developmt 30,66 38,97: 61,71: 77,48:
Marketing and sellin 41,99 55,25¢ 82,77¢ 105,58t
General and administrati 12,55¢ 19,49: 27,67 41,43t
Amortization of intangible asse 2,622 3,328 4,99 6,71C
Restructuring costs, net 5,01¢ 937 9,241 2,00C
Total operating expenses 92,85! 117,98: 186,39 233,21
Operating loss (15,257 (9,647 (35,57¢) (32,329
Interest incom 23¢ 74¢€ 50z 2,30¢
Interest expens (18%) (143 (23%) 279)
Other income (expense), net 4 14 (57) 68
Loss before income taxes (15,199 (9,030 (35,36%) (30,22)
Provision for (benefit from) income taxes, net 75C 1,35¢ (2,139 1,30¢
Net loss $ (15,949 $(10,38) $(33,22() $ (31,539
Net loss per common she- basic and diluted $ (049 $ (0200 $ (0.89 % (0.89)
Weighted-average common shares outstanding — dadic
diluted 37,28: 36,90« 37,20¢ 38,13:

The accompanying notes are an integral part ofcvedensed consolidated financial statements.
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AVID TECHNOLOGY, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, unaudited)

ASSETS
Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, net of allowances of $16,681 $23,182 a
June 30, 2009 and December 31, 2008, respec
Inventories
Deferred tax assets, r
Prepaid expenst
Other current assets

Total current assets

Property and equipment, r
Intangible assets, n
Goodwill

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl
Accrued compensation and bene
Accrued expenses and other current liabili
Income taxes payab
Deferred revenues

Total current liabilities

Long-term liabilities
Total liabilities

Contingencies (Notes 11 and :

Stockholder' equity:
Common stocl
Additional paic-in capital
Accumulated defici

Treasury stock at cost, net of reissuar
Accumulated other comprehensive income

Total stockholders’ equity
Total liabilities and stockholders’ equity

The accompanying notes are an integral part ofciedensed consolidated financial statements.
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June 30, December 31,
2009 2008
$ 87,36( $ 121,79.
31,22¢ 25,90:
85,19: 103,52
93,39¢ 95,75¢
59¢ 612
9,04¢ 9,27¢
26,89( 34,08:
333,71: 390,94!
35,64 38,32
32,20( 38,14:
225,37¢ 225,37!
11,22: 10,80:
$ 638,15 $ 703,58
$ 27,78 $ 29,41¢
23,69" 27,34¢
41,45( 64,51
3,95( 9,25(
61,56¢ 68,58
158,44 199,10°
12,70¢ 11,82:
171,15: 210,93(
427 427
986,19 980,56
(406,679 (365,43)
(116,22 (124,85)
3,28( 1,952
466,99 492 65!
$ 638,15 $ 703,58




AVID TECHNOLOGY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands, unaudited)

Six Months Ended

June 30,
2009 2008
Cash flows from operating activities:
Net loss $ (33,22¢0 $ (31,539
Adjustments to reconcile net loss to net cash piexviby operating activitie
Depreciation and amortizatic 15,76: 23,35:
Provision for doubtful accoun 1,55( 941
Non-cash provision for restructurir 92t 16
Loss on disposal of fixed ass! 74 17
Compensation expense from stock grants and og 7,042 6,477
Changes in deferred tax assets and liabil (372 (37€)
Changes in operating assets and liabilit
Accounts receivabl 18,25¢ 25,48
Inventories 1,56¢ (3,406
Prepaid expenses and other current a: 6,361 (4,122)
Accounts payabl (1,619 1,267
Accrued expenses, compensation and benefits aerd l@bilities (28,749 (1,609
Income taxes payab (5,275 (1,209
Deferred revenues (5,506) 374
Net cash (used in) provided by operating activities (23,206 15,67;
Cash flows from investing activities:
Purchases of property and equipm (6,107 (8,549
Payments for other lo-term asset (1,030 (1,019
Purchases of marketable securi (43,604 (16,879)
Proceeds from sales of marketable secur 38,31t 23,70
Proceeds from notes receivable 1,36¢ —
Net cash used in investing activities (11,056 (2,732
Cash flows from financing activities:
Purchases of common stock for treas — (93,18))
Payments related to stock option purct (52€) —
Payments related to the issuance of common stod&riemployee stock plans, net (276) (128)
Net cash used in financing activities (802) (93,315
Effect of exchange rate changes on cash and casiasnts 632 1,18¢
Net decrease in cash and cash equiva (34,43 (79,18))
Cash and cash equivalents at beginning of period 121,79; 208,61
Cash and cash equivalents at end of period $ 87,36( $ 129,43

The accompanying notes are an integral part ofciiedensed consolidated financial statements.
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AVID TECHNOLOGY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

1. FINANCIAL INFORMATION

The accompanying condensed consolidated finanitdraents include the accounts of Avid Technoldgg, and its
wholly owned subsidiaries (collectively, “Avid” ¢he “Company”). These financial statements are dited. However, in
the opinion of management, the condensed consetidatancial statements include all adjustmentssisting of only
normal, recurring adjustments, necessary for fla@istatement. Interim results are not necessardicative of results
expected for a full year. The accompanying unadditndensed consolidated financial statements hese prepared in
accordance with the instructions for Form 10-Q tnetefore do not include all information and fodB®wnecessary for a
complete presentation of operations, financial fpsiand cash flows of the Company in conformityhwgenerally accepte
accounting principles. The accompanying condenseddlidated balance sheet as of December 31, 288&lerived from
Avid’s audited consolidated financial statements,does not include all disclosures required byegalty accepted
accounting principles. The Company filed auditedsmidated financial statements for the year erdecember 31, 2008
its 2008 Annual Report on Form 10-K, which incluggidnformation and footnotes necessary for sugsentation. The
financial statements contained in this Form 10-Quithbe read in conjunction with the audited coitsdéd financial
statements in the Form 10-K.

The Company’s preparation of financial statememisoinformity with accounting principles generaltcapted in the
United States of America requires management tceregkmates and assumptions that affect the repanwunts of assets
and liabilities and disclosures of contingent asse liabilities at the dates of the financiatestzents and the reported
amounts of revenues and expenses during the repeetéods. The most significant estimates refleatdtiese financial
statements include revenue recognition, stock-besetpensation expenses, restructuring costs, atcoegeivable and
sales allowances, inventory valuation, goodwill artengible asset valuations, fair value measurésnamd income tax
asset valuation allowances. Actual results couf@idfrom the Company’s estimates.

On January 1, 2009, the Company transitioned ®wabiusiness structure that combined the previocofegsional Video
and Consumer Video units into a single Video répgrsegment and consolidated its sales and magketams into a sing
customer-facing organization. As a result, the Camyphas reclassified its 2008 segment reportirgpidorm to the 2009
presentation. The change to the current presentditbnot affect the Compars/tonsolidated operating results. See No
for a summary of the Company’s revenues and carttab margin by reportable segment for the threg six-month
periods ended June 30, 2009 and 2008.

The Company evaluated subsequent events throughsf6g2009, the date of issuance of these finhsEitements, to
determine if any event since the date of thesenfiizh statements required disclosure in theserstés. The evaluation
determined that there were no recognized or unrézed subsequent events, other than the disclasciteled in Note 18
of these financial statements, requiring recognitio disclosure.
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2.  NET INCOME (LOSS) PER COMMON SHARE

Net income (loss) per common share is presenteldibr basic earnings (loss) per shi‘Basic EPS”) and diluted earnings
(loss) per share (“Diluted EPS”). Basic EPS is Hasmethe weighted-average number of common shaitssanding during

the period, excluding non-vested restricted stazkl by employees. Diluted EPS is based on the weigaverage number
of common and potential common shares outstandiniggthe period.

The following table sets forth (in thousands) ptisdrtommon shares, on a weighted-average basiswtire considered
anti-dilutive securities and excluded from the Belli EPS calculations either because the sum afxbecise price per share
and the unrecognized compensation cost per shargrgater than the average market price of the @agip common
stock for the relevant period, or because they wensidered contingently issuable. The contingeisyable potential
common shares result from certain stock optionsrastiicted stock units granted to the Companyécative officers that
vest based on performance and market conditions.

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Options 4,217 4,120 4,264 3,778
Warrant (a) — 1,155 — 1,155
Non-vested restricted stock and restricted stock units 748 1,201 859 1,054
Anti-dilutive potential common shares 4,965 6,476 5,123 5,987

(a) In connection with the acquisition of Softimage. inc1998, the Company issued a-year warrant to purchase 1,155,235 shares of tbenfany’s
common stock at a price of $47.65 per share. Theanaexpired on August 3, 200

During periods of net loss, certain potential comrsbares that would otherwise be included in tHet&il EPS calculation
are excluded because the effect would be antipdduThe following table sets forth (in thousandsinmon stock
equivalents that were excluded from the calculatibBiluted EPS due to the net loss for the relé¢yeamiod.

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Options 15 148 12 169
Non-vested restricted stock and restricted stock units 10 4 6 4
Anti-dilutive common stock equivalents 25 152 18 173

3. FAIR VALUE MEASUREMENTS

In September 2006, the Financial Accounting Stashsi&oard (“FASB”) issued Statement of Financial éwaating
Standards (“SFAS”) No. 15Fair Value Measurementswhich defines fair value, establishes a frameworkneasuring

fair value in accordance with generally acceptezbanting principles and expands disclosures almutélue
measurements.

SFAS No. 157 establishes a fair value hierarchyréhguires the use of observable market data, \@haitable, and
prioritizes the inputs to valuation techniques utsenheasure fair value in the following categories:

e Level 1 — Quoted unadjusted prices for identicatriiments in active markets.

e Level 2 —Quoted prices for similar instruments in active ke#s, quoted prices for identical or similar ingtents ir
markets that are not active, and model-derivedatadas in which all observable inputs and signific@alue drivers
are observable in active marke

e Level 3 — Model-derived valuations in which onemore significant inputs or significant value driserre
unobservable, including assumptions developed &yitmpany

5




Assets and Liabilities Measured at Fair Value on a Recurring Basis

On a recurring basis, the Company measures cdittaincial assets and liabilities at fair value lirting cash equivalents,
marketable securities and foreign-currency forwadtracts. All of the Company’s financial assetd habilities were
classified as either Level 1 or Level 2 in the faiftue hierarchy at June 30, 2009. Instrumentsedhlising quoted market
prices in active markets and classified as Lealelprimarily money market securities and defeoc@dpensation
investments. Investments valued based on othenadige inputs and classified as Level 2 include emrcial paper,
certificates of deposit, asset-backed obligatidis;ount notes, corporate and agency bonds, aa@jfocurrency contracts.

The following table summarizes the Company’s failue hierarchy for financial assets and liabilitiesasured at fair value
on a recurring basis at June 30, 2009 (in thougands

Fair Value Measurements at Reporting Date Using
Significant Other

Roive Mariets,  Observable nputs - SCER
June 30, for Identical Inputs
2009 Assets (Level 1) (Level 2) (Level 3)
Financial Assets
Available for sale securitie $ 47,81 $ 15,08¢ $ $32,72¢ $ —
Deferred compensation plan investme 65¢ 65¢ — —
Financial Liabilities:
Deferred compensation pl: $ 65¢€ $ 65¢ $ — $ —
Foreign currency forward contrac 671 — 671 —

The following table summarizes the costs (amortizests of debt instruments) and fair values ofGbenpany’s available
for sale securities at June 30, 2009 (in thousands)

Net Unrealized

Costs Gains (Losses’ Fair Values

Money market $ 15,08t $ — $ 15,08¢
Certificates of depos 3,751 9 3,76(
Commercial pape 4,99¢ — 4,99¢
Municipal bonds 12,04¢ — 12,04¢
Corporate bond 4,811 @ 4,81(
Foreign bond: 3,49¢ 5 3,50¢
Asse-backed obligation 99 12 87
Agency bonds and discount notes 3,51; 7 3,51¢

$ 47,80t $ 8 $ 47,81

All fixed income securities held at June 30, 2088 kffective maturities of less than one year.i#dbme generated from
these investments has been recorded as intereshénd he Company calculates realized gains anddams a specific
identification basis. Realized gains and lossemfiite sale of marketable securities were not nadtfi the three or six
months ended June 30, 2009.

At June 30, 2009, there were no securities whosealined losses were deemed by the Company tohee-titantemporary
impairments, as the Company has no intent to sdlitsis not more likely than not the Company W# required to sell any
investment with unrealized losses until it has veced the full cost basis.
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The Company uses the following valuation techniqoedetermine fair values of its investment insteums:

e Money Marke: The fair value of the Company’s money market fimeéstment is determined using the unadjusted

quoted price from an active market of identicakts:
« Commercial Paper and Certificates of Depo3itte fair values for the Company’s commercial pap#dings and

certificates of deposit are derived from a pricingdel using the straight-line amortized cost metiwod incorporate

observable inputs, which include maturity dateyésdate, credit rating of the issuer, current consirakpaper rate
and settlement dat

e Corporate, Municipal and Foreign Bondd he determination of the fair value of corporatmds includes the use of

observable inputs from market sources and the jpmation of relative credit information, observedriet
movements and sector news into a pricing mc
o Asse-Backed Obligations The fair value of asset-backed obligations i€dained using a pricing methodology

based on observable market inputs, which includeratysis of pricing, spread and volatility of dianiasset-backed

obligations. Based on the market inputs, cash flakesgenerated for each tranche, the benchmaudk igieletermine

and deal collateral performance and other marietrimation is incorporated to determine the appw@iprspread:
e Agency Bonds & Discount NoteThe fair values of agency bonds and discount motestments are determined

using observable market inputs for benchmark yjdddse spreads, yi-to-maturity and relevant trade da

See Note 16 for information on the Company’s faneigrrency forward contracts that are also measatréair value on a
recurring basis.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

The following tables summarize the Company’s faitue hierarchy for assets and liabilities measatdéir value on a
nonrecurring basis during the three and six moatited June 30, 2009 (in thousands):

Fair Value Measurements Using

Quoted Prices in Significant Significant
Three Months  Active Markets for Other Unobservable Total
Ended Identical Assets Observable Inputs Related
June 30, 2009 (Level 1) Inputs (Level 2) (Level 3) Expenses
Liabilities:
Facilities-related restructuring accrus $ 1,517 $ — % 1517 $ — $ 1,51%
Fair Value Measurements Using
Quoted Prices in Significant Significant
Six Months Active Markets for Other Unobservable Total
Ended Identical Assets Observable Inputs Related
June 30, 2009 (Level 1) Inputs (Level 2) (Level 3) Expenses
Liabilities:
Facilities-related restructuring accrue $ 4,31¢ $ — $ 4,31¢ $ — $ 4,31¢

The Company typically uses the following valuattenhniques to determine fair values of assetsiabdilies measured on

a nonrecurring basis:

e Goodwill: When performing goodwill impairment tests, the Camyp estimates the fair value of its reporting units

using an income approach, generally a discountsldl ffew methodology, that includes assumptionsdanpng
other things, forecasted revenues, gross profigimsroperating profit margins, working capital ledlow, growth
rates, income tax rates, expected tax benefitdamgdterm discount rates, all of which require #igant judgments
by management. The Company also considers comparadoket data based on multiples of revenue asasdhe

reconciliation of the Company’s market capitaliaatto the total fair value of its reporting unitsthe estimated fair

value of any reporting unit is less that its cargyvalue, an impairment exis
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o Intangible AssetsWhen performing an intangible asset impairment tast Company estimates the fair value of the
asset using a discounted cash flow methodology;wihicludes assumptions for, among other thingdgbts and
economic projections, market trends, product dgraknt cycles and long-term discount rates. If gtevated fair
value of the asset is less that its carrying vameimpairment exist:

o Assets Helfor-Sale:In accordance with SFAS No. 144¢counting for the Impairment or Disposal of Longdd
Assetsa disposal group is measured at the lower of its/icey amount or fair value less the cost to SHfle
Company estimates the fair value of assets helddte at the lower of cost or the average sellimgegn available
markets.

o Facilities-Related Restructuring AccrualBuring the three and six months ended June 30,,2069Company
recorded accruals associated with exiting all atipos of certain leased facilities. The Companynestes the fair
value of such liabilities, which are discountedh&d present value at an assumed risk-free inteatistbased on
observable inputs, including the remaining paymeeqsiired under the existing lease agreementgjagitosts
based on recent invoice amounts, and potentiatasblreceipts based on quoted market prices fdassublease
arrangements

4. GOODWILL AND INTANGIBLE ASSETS

Goodwill

Goodwill resulting from the Company’s acquisitiammnsisted of the following at June 30, 2009 anddbdwer 31, 2008 (in
thousands):

Video Audio Total
Balances at June 30, 2009 and December 31,
Gooduwill $ 256,07 $ 141,20' $ 397,27
Accumulated impairment losses (107,600 (64,300 (171,900

$ 148,47( $ 76,90¢ $ 225,37

Amortizable | dentifiable I ntangible Assets

Amortizable identifiable intangible assets resgtirom the Company’s acquisitions consisted offtlewing at June 30,
2009 and December 31, 2008 (in thousands):

June 30, 2009 December 31, 2008
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net
Completed technologies
and patent $ 6535 $ (63232 $ 212¢ $ 6535 $ (62,003 $ 3,35

Customer relationshiy 63,07: (36,500 26,57: 63,07: (32,964 30,10¢
Trade name 13,71« (10,225 3,48¢ 13,71¢ (9,102 4,612
License agreements 56C (546) 14 56C (491, 69

$ 142,70 $ (110,503 $ 32,20( $142,70 $ (104,560 $ 38,14:

During the three months ended June 30, 2009, tinep@oy reduced the expected lives of certain traseenintangible
assets as a result of a rebranding program irdtiayethe Company in April 2009. The change in theeeted lives resulted
in the Company recording $0.2 million of additiomahortization expense in its statements of oparatéhuring the three a
six months ended June 30, 2009. Amortization expesisted to all intangible assets in the aggrega®e$3.0 million and
$5.6 million, respectively, for the three-monthipds ended June 30, 2009 and 2008, and $5.9 méloh$12.2 million,
respectively, for the six-month periods ended BMe2009 and 2008. The Company expects amortizafitimese
intangible assets to be approximately $6 milliontfe remainder of 2009, $9 million in 2010, $6lmoi in 2011, $3 milliol
in 2012, $2 million in 2013, $2 million in 2014 afd million thereafter.
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5. ACCOUNTS RECEIVABLE

Accounts receivable, net of allowances, consistetefollowing at June 30, 2009 and December 8082in thousands):

June 30, December 31,
2009 2008
Accounts receivable $ 101,820 $ 126,70
Less:
Allowance for doubtful accoun (3,035 (3,509
Allowance for sales returns and rebates (13,596 (19,679

$ 85,19: $ 103,52

The accounts receivable balances at June 30, 2@DBPecember 31, 2008 excluded approximately $11lllobmand $8.4
million, respectively, for large solution sales aratain distributor sales that were invoiced, foatwhich revenues had not
yet been recognized and payments were not ther

6. INVENTORIES

Inventories consisted of the following at June BI)9 and December 31, 2008 (in thousands):

June 30, December 31,

2009 2008
Raw materials $ 17,700 $ 22,06"
Work in proces: 6,44¢ 9,29¢
Finished goods 69,24 64,39:

$ 93,39¢ $ 95,75t

At June 30, 2009 and December 31, 2008, the fidigim®ds inventory included inventory at customert®ns of $16.1
million and $17.8 million, respectively, associateith products shipped to customers for which rexanhad not yet been
recognized.

7. PROPERTY AND EQUIPMENT, NET

Property and equipment, net, consisted of theviolig at June 30, 2009 and December 31, 2008 (instrads):

June 30, December 31,

2009 2008
Computer and video equipment and software $ 108,64t $ 102,45
Manufacturing tooling and testbe 6,71¢ 6,601
Office equipmen 3,381 3,17
Furniture and fixture 10,74¢ 10,71«
Leasehold improvements 30,597 30,65¢

160,08 153,59¢
Accumulated depreciation and amortization (124,441 (115,279

$ 35,64 $ 38,32:




8. LONG-TERM LIABILITIES

Long-term liabilities consisted of the following &tne 30, 2009 and December 31, 2008 (in thousands)

June 30, December 31,

2009 2008
Long-term deferred tax liabilities, net $ 3,63 $ 4,00z
Long-term deferred revent 5,592 4,081
Long-term deferred rer 2,14C 2,43¢
Long-term accrued restructuring 1,347 1,30¢

$ 12,70 $ 11,82¢

9. ACCOUNTING FOR STOCK-BASED COMPENSATION
Stock Option Purchase

In June 2009, the Company completed a cash teffigerfor certain employee stock options. The teruféer applied to
547,133 outstanding stock options having an exemigke equal to or greater than $40.00 per shategyeanted under the
Company’s Amended and Restated 2005 Stock InceRtare, Amended and Restated 1999 Stock Option(flaluding
the U.K. sub-plan), 1998 Stock Option Plan, 1995tkOption Plan, 1997 Stock Incentive Plan, as atledpand 1994
Stock Option Plan, as amended. Members of the Coyp®oard of Directors, officers who file reports en&ection 16(:
of the Securities Exchange Act of 1934 and membktise executive staff were not eligible to pagpate in this offer.
Under the offer, eligible options with exercisecgs equal to or greater than $40.00 and less th@u0® per share were
eligible to receive a cash payment of $1.50 perestemd eligible options with exercise prices edaalr greater than $50.
per share were eligible to receive a cash paynfe$it.00 per share.

Options to purchase a total of 419,042 shareseo€ibmpany’s common stock, of which 366,769 shamesailable for
future grant, were tendered under the offer foaggregate purchase price of approximately $0.5anifpaid in exchange
for the cancellation of the eligible options. Aseault of the tender offer, the Company incurregtlsthbased compensation
charges of approximately $0.1 million in its consleth consolidated statements of operations foritee tand six months
ended June 30, 2009. This is the first time the amy has offered to purchase outstanding stockipin exchange for
cash, and there is no current intent to make anstieh offer in the future.

Stock I ncentive Plans

Under its stock incentive plans, the Company maygstock awards or options to purchase the Conpaoynmon stock
to employees, officers, directors (subject to ¢gentastrictions) and consultants, generally atrttzzket price on the date of
grant. The options become exercisable over vapetigds, typically four years for employees and paar for non-
employee directors, and have a maximum term ofrsgears. Restricted stock and restricted stockawérds typically ve:
over four years. At June 30, 2009, 5,662,916 shaete available for issuance under the CompmAyhended and Restal
2005 Stock Incentive Plan, including 1,126,365 thay alternatively be issued as awards of resttisteck or restricted
stock units.

The Company records stock-based compensationbasstd on the fair value estimated in accordande SFAS No. 123
(revised 2004)share-Based PaymefiSFAS 123(R)"), for stock-based awards granted alie requisite service periods
for the individual awards, which generally equéls vesting period. Stock-compensation expensedgrezed using the
straight-line attribution method. As permitted un8&AS 123(R), the Company generally uses the Bfatoles option
pricing model to estimate the fair value of stogkion grants. The Black-Scholes model relies onmalver of key
assumptions to calculate estimated fair values.faineralues of restricted stock awards, includiagtricted stock and
restricted stock units, are based on the intrimaioes of the awards at the date of grant.
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The following table sets forth the weighted-averkgg assumptions and fair value results for stqatioas with time-based
vesting granted during the three- and six-montlogsrended June 30, 2009 and 2008:

Three Months Ended Six Months Ended
June 30, June 30,

2009 2008 2009 2008
Expected dividend yield 0.00% 0.00% 0.00% 0.00%
Risk-free interest rate 2.02% 2.67% 1.96% 2.48%
Expected volatility 55.9% 40.9% 56.2% 39.4%
Expected life (in years) 457 4.71 457 4.43
Weighted-average fair value of options granted $6.36 $8.67 $6.19 $8.42

In December 2007, the Company began issuing optmparchase shares of Avid common stock that lesting based on
market conditions or a combination of performance market conditions. The compensation costs aridetkservice
periods for stock option grants with vesting basednarket conditions or a combination of performeaand market
conditions are estimated using the Monte Carloatadn method. For stock option grants with vestiaged on a
combination of performance and market conditiohs,dompensation costs are also estimated usirigjdle&-Scholes
valuation method, and compensation costs for thests are recorded based on the higher estimagafh vesting
tranche. At June 30, 2009, the Company had 1,48Mm@6ons outstanding that had vesting based bemiharket
conditions or a combination of performance and maconditions.

The following table sets forth the weighted-averkgg assumptions and fair value results for stqaioos with vesting
based on market conditions or a combination ofqguardnce and market conditions granted during treetand six-month
periods ended June 30, 2009 and 2008:

Three Months Ended Six Months Ended
June 30, June 30,

2009 2008 (a) 2009 2008
Expected dividend yield 0.00% — 0.00% 0.00%
Risk-free interest rate 3.51% — 3.32% 3.42%
Expected volatility 56.2% — 57.6% 38.4%
Expected life (in years) 3.58 — 3.81 4.26
Weighted-average fair value of options granted $6.07 — $5.21 $7.11

(&) There were no grants of stock options with vestiaged on market conditions or a combination of@enfince and market conditions during the three
months ended June 30, 20!

During the first quarter of 2008, the Company issR&,200 restricted stock units to executives asgiaghe Company’s
annual grant program that have vesting based okeheonditions or a combination of performance aratket conditions.
The compensation cost and derived service permdhése restricted stock units were estimatedyusie Monte Carlo
valuation method using a volatility of 38.95% andsk-free interest rate of 3.29%. For restricteatk units with vesting
based on a combination of performance and marketitons, compensation costs were also estimatied tise intrinsic
value on the date of grant factored for probahil@pmpensation costs for each vesting tranche meemded based on the
higher estimate. The weighted-average fair valubese restricted stock units is $18.61 and thiwveliservice periods
range from 3.04 to 4.75 years with a weighted ayeei 4.17 years.

The Company estimates forfeiture rates at the simards are made based on historical turnover aagspplies these rates
in the calculation of estimated compensation ddisune 30, 2009, the Company’s annualized estitifatdeiture rates
were 0% for non-employee director awards, and 189bhdéth executive management staff and other ereplayvards.
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The following table summarizes changes in the Camigastock options during the six-month period ehdane 30, 2009:

Stock Options

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Shares Price Term (in thousands)
Options outstanding at December 31, 2 4,450,28  $30.03
Grantec 979,78(  $12.88
Exercisec (12,257 $9.13
Forfeited or expired (e (1,115,50) $39.49
Options outstanding at June 30, 2 4,302,300 $23.73 6.19 $922
Options vested at June 30, 2009 or expected tc 3,691,14  $24.37 6.03 $773
Options exercisable at June 30, 2 _1,362,10:  $31.84 4.08 $275

(a) Forfeited or expired shares includes options toghase 419,042 shares canceled as a result of titeteoffer to purchase certain employee st
options completed in June 2009. See" Stock Option Purcha” section in this note for further information on ttesmder offer

The aggregate intrinsic values of stock optiong@sed during the six-month periods ended Jun2B09 and 2008 were
approximately $41 thousand and $0.4 million, retipely. Cash amounts received from the exercisst@dk options were
$0.1 million and $0.7 million for the six-month jpeds ended June 30, 2009 and 2008, respectively Cimpany did not
realize any actual tax benefit from the tax dedungtifor stock option exercises during the six-mqguehods ended June 30,
2009 and 2008 due to the full valuation allowanedgtee Company’s U.S. deferred tax assets.

The following table summarizes changes in the Camisanon-vested restricted stock units during tikensonth period
ended June 30, 2009:

Non-Vested Restricted Stock Units
Weighted-

Weighted- Average Aggregate
Average Remaining Intrinsic
Grant-Date Contractual Value
Shares Fair Value Term (in thousands)
Non-vested at December 31, 20 989,77 $27.28
Granted (a 34,50( $11.05
Vested (264,070  $28.95
Forfeited (98,767  $25.31
Nor-vested at June 30, 20 661,43 $26.09 1.41 $8,863
Expected to ves __ 57234  $26.14 1.35 $7,669

(a) Of the 34,500 restricted stock units granted dutimg first six months of 2009, 24,500 vest at trier of one year from the grant date or the fifiscal
quarter certain performan«-based criteria are me
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The following table summarizes changes in the Camisanon-vested restricted stock during the six-thgreriod ended
June 30, 2009:

Non-Vested Restricted Stock

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Grant-Date Contractual Value
Shares Fair Value Term (in thousands)
Non-vested at December 31, 2C 100,00( $25.41
Granted — —
Vested (37,500  $25.41
Forfeited — —
Non-vested at June 30, 20 __ 62,500 $25.41 2.47 $838

Employee Stock Purchase Plan

On February 27, 2008, the Company'’s board of dirschpproved the Company’s Second Amended andtRe<t@96
Employee Stock Purchase Plan (the “ESPP”). The datkplan became effective May 1, 2008, the firgtafahe next
offering period under the plan, and offers shaoeptirchase at a price equal to 85% of the clogiige on the applicable
offering period termination date. Shares issueckuttte ESPP are considered compensatory under $E2R).
Accordingly, the Company is required to assign Yailue to, and record compensation expense foreslissued from the
ESPP starting May 1, 2008. Prior to May 1, 2008&rsk were authorized for issuance at a price eque% of the closing
price on the applicable offering period terminatitate, and shares offered under this arrangemerteoasidered
noncompensatory under SFAS 123(R).

The following table sets forth the weighted-averkgg assumptions and fair value results for shamged under the ESPP
for the three- and six-month periods ended Jun@@@9 and the two-month period ended June 30, 2008:

Three Months Ended Six Months Ended Two Months Ended
June 30, 2009 June 30, 2009 June 30, 2008
Expected dividend yield 0.00% 0.00% 0.00%
Risk-free interest rate 1.25% 1.90% 2.50%
Expected volatility 56.5% 59.9% 40.9%
Expected life (in years) 0.25 0.24 0.25
Weighted-average fair value of shares issued $1.94 $1.83 $3.39

At June 30, 2009, 906,006 shares remained availablesuance under the ESPP.
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Stock-Based Compensation

Stock-based compensation was included in the fatigwaptions in the Company’s condensed consolidsigtements of
operations for the three- and six-month periodedniine 30, 2009 and 2008 (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,

2009 2008 2009 2008
Cost of product revenur $ 150 $ 17 $ 500 $ 30
Cost of services revenu 231 16€ 621 264
Research and development exper 61z 1,08¢ 1,082 1,45;
Marketing and selling expens 80¢ 1,10¢ 1,62; 1,63¢
General and administrative expen 1,09z 2,05¢ 3,20¢ 3,07¢
Total stock-based compensation (a) $2,89¢  $4,58¢ $7,04:  $6,73:

(a) Stock-based compensation for both the three- andreinth periods ended June 30, 2009 includes $dlibmiesulting from a tender offer, complet
in June 2009, related to the purchase of certaiplegyree stock option

At June 30, 2009, the Company had $32.9 millionroecognized compensation costs before forfeittglased to non-
vested stock-based compensation awards granted imdeck-based compensation plans. These catsenecognized
over the next four and one-half years.

10. STOCK REPURCHASES

A stock repurchase program was approved by the @owyip board of directors in April 2007, which autized the
Company to repurchase up to $100 million of the @any’s common stock through transactions on the oparket, in
block trades or otherwise. In February 2008, thew@any’s board of directors approved a $100 millimrease in the
authorized funds for the repurchase of the Commaogmmon stock. During 2007, the Company repurch@68,236
shares of the Company’s common stock under theranodor a total purchase price, including commissjof $26.6
million, or $32.92 per share. During 2008, the Camprepurchased an additional 4,254,397 shardsgedfbmpany’s
common stock for a total purchase price, includiommissions, of $93.2 million. The average pricegbeare paid for the
shares repurchased during 2008, including comnmissigas $21.90. At June 30, 2009, $80.3 millionaieed available for
future stock repurchases under the program. Taeksepurchase program is being funded through iwgr&apital and has
no expiration date.

During the six-month period ended June 30, 20069 Gbmpany repurchased 10,482 shares of restritiek Som an
employee to pay required withholding taxes upornviigting of restricted stock.

At June 30, 2009 and December 31, 2008, treasanestheld by the Company totaled 4,968,760 shaiees,207,711
shares, respectively.

11. INCOME TAXES

During the three months ended June 30, 2009, tinep@ny identified $0.7 million of income tax resesvelated to a
foreign subsidiary that were provided for, but meiuded in the reconciliation of uncertain tax pioss presented in Note
H of the consolidated financial statements foryear ended December 31, 2008 in the Company’s 2008al Report on
Form 10-K. During the three months ended June 309 2the Company also identified $0.7 million ofui&x reserves for
uncertain tax positions. At June 30, 2009 and Dé&sgr831, 2008, total unrecognized tax benefits \@&t8 million and $3.
million, respectively, including $0.7 million an@®$ million, respectively, for related accrued et and penalties.
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12. CONTINGENCIES

The Company receives inquiries from time to timaroing possible patent infringement by the Compdingny
infringement is determined to exist, the Company seek licenses or settlements. In addition, asraal incidence of the
nature of the Compang’business, various claims, charges and litigdteore been asserted or commenced from time tc
against the Company arising from or related to rzmtial or employee relations, intellectual propeights or product
performance. Settlements related to any such clammgenerally included in the “general and adriaiive expenses”
caption in the Company’s consolidated statementpefations. Management does not believe thesaghaill have a
material adverse effect on the financial positiomesults of operations of the Company.

On May 24, 2007, David Engelke and Bryan Engellegifa complaint against the Company’s Pinnacleididry in

Pinellas County (Florida) Circuit Court, claimirtgat Pinnacle breached certain contracts among émehthat the Engelkes
are entitled to indemnification for damages (aridratys’ fees) awarded against them in litigatiaothwa third party. The
complaint, which seeks damages of approximatelyrillibn, was served on September 4, 2007. On Seaipte 28, 2007,
the Florida appellate court reversed the damagesdafer which the Engelkes seek indemnificatiord,am remand, the
Pinellas County Circuit Court on June 25, 2009 ceduthe damage award to approximately $6.5 mifblois interest of
approximately $2.0 million. Because the Companyncapredict the outcome of this action at this time costs have been
accrued for any loss contingency; however, the Gommloes not expect this matter to have a mateffiatt on the
Company’s financial position or results of operatio

From time to time, the Company provides indemntfa@aprovisions in agreements with customers congpotential
claims by third parties of intellectual propertyringement. These agreements generally providetttea€ompany will
indemnify customers for losses incurred in conmectvith an infringement claim brought by a thirdtgawith respect to th
Company'’s products. These indemnification provisigenerally offer perpetual coverage for infringatretaims based
upon the products covered by the agreement. Thénmax potential amount of future payments the Corgpaould be
required to make under these indemnification piomisis theoretically unlimited; however, to datee Company has not
incurred material costs related to these indematific provisions. As a result, the Company belighesestimated fair vall
of these indemnification provisions is minimal.

As permitted under Delaware law and pursuant tcCtm@pany’s Third Amended and Restated CertifichAlearporation,
as amended, the Company is obligated to indemisifguirrent and former officers and directors fataie events that occur
or occurred while the officer or director is or waesving in such capacity. The term of the inderoatfon period is for eac
respective officer’s or directa’lifetime. The maximum potential amount of futpeeyments the Company could be reqt
to make under these indemnification obligationsrnibmited; however, the Company has mitigated tkgosure through the
purchase of directors and officers insurance, whidhtended to limit the risk and, in most casagble the Company to
recover all or a portion of any future amounts pais a result of this insurance coverage, the Compelieves the
estimated fair value of these indemnification oéligns is minimal.

The Company, through third parties, provides |damacing options to its customers, including esérs and, on a limited
basis, resellers. During the terms of these leadgish are generally three years, the Company remain liable for any
unpaid principal balance upon default by the custginut such liability is limited in the aggregatesed on a percentage of
initial amounts funded or, in certain cases, am®ofhunpaid balances. At June 30, 2009 and Dece8ihe2008, the
Company’s maximum recourse exposure totaled apmabely $2.7 million and $4.6 million, respectivelhe Company
records revenues from these transactions uporhthment of products, provided that all other reve@necognition criteria,
including collectibility being reasonably assuratk met. Because the Company has been providiagding options to its
customers for many years, the Company has a suiastaistory of collecting under these arrangemevitBout providing
significant refunds or concessions to the end usseller or financing party. To date, the paynusiault loss has
consistently been between 2% and 6.5% per yedreaditiginal funded amount. The Company maintairesarve for
estimated losses under recourse lease programg dasestorical default rates applied to the fundetbunt outstanding at
period end. At June 30, 2009 and December 31, 28868 ompany’s accruals for estimated losses weiidillion and
$0.8 million, respectively.
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The Company provides warranties on externally sssiend internally developed hardware. For inteyrddiveloped
hardware and in cases where the warranty grantedstomers for externally sourced hardware is grehtin that provided
by the manufacturer, the Company records an actougte related liability based on historical tisrand actual material
and labor costs. The warranty period for all of @m@mpany’s products is generally 90 days to one, ymd can extend up to
five years depending on the manufacturer’s warrantgcal law.

The following table sets forth activity for the Cpamy’s product warranty accrual (in thousands):

Six Months Ended

June 30,
2009 2008
Accrual balance at beginning of period $ 519 $ 5,80¢
Accruals for product warrantie 3,371 4,18(
Cost of warranty claims (3,639 (3,800
Accrual balance at end of period $ 4931 $ 6,18¢

13. COMPREHENSIVE LOSS

Total comprehensive loss, net of taxes, consistebfoss and the net changes in foreign curreranskation adjustment a
net unrealized gains and losses on available-flerssturities and other investments. The followsg summary of the
Company’s comprehensive loss for the three- andngirth periods ended June 30, 2009 and 2008 (irstrals):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Net loss $ (15,949 $ (10,38 $ (3322 $ (31,539
Net changes ir
Foreign currency translation adjustm 5,211 (510 1,29( 2,65¢
Unrealized gains 79 — 38 14
Total comprehensive loss $ (10,659 $ (10,89 $ (31,899 $ (28,86()

14. SEGMENT INFORMATION

Since the acquisition of Pinnacle Systems, In@G85 and through 2008, the Company was organizedhinee strategic
business units, Professional Video, Audio, and @ores Video, each of which was a reportable segn@@mtlanuary 1,
2009, the Company transitioned to a new businesstate that combined the previous Professionaé®Widnd Consumer
Video units into a single Video reporting segméiite Company also consolidated its sales and mackggams, which had
previously been aligned with the reporting segmente a single customer-facing organization. Consatly, most
marketing and selling expenses are no longer maiager controlled at the segment level and awrefiore, excluded
from the calculation of segment contribution mardihe Company also continues to exclude certaiaratbsts and
expenses when evaluating reportable segment paafarenand profitability, including general and adstiative expenses,
corporate research and development expenses, tization and impairment of acquired intangibleeds, stock-based
compensation expenses and restructuring expensesCdmpany has revised the prior period segmeatogdisres to
conform to the current presentation. The chandbedaurrent presentation did not affect the Comjzaognsolidated
operating results.
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The following is a summary of the Company’s revenaerd contribution margin by reportable segmenttferthree-and six-
month periods ended June 30, 2009 and 2008 arabadiéation of segment contribution margin to tatansolidated
operating loss for each period (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Revenues
Video (a) $ 88,69¢ $147,54¢ $176,201 $272,57¢
Audio 61,844 75,31¢ 125,971 148,554
Total revenues $150,54: $222,86: $302,17: $421,12¢
Contribution Margin:
Video $ 25,23z $ 43,61¢ $ 46,51 $ 72,08¢
Audio 21,831 26,46( 44,561 52,78
Segment contribution margin 47,064 70,07¢ 91,074 124,871
Less unallocated costs and expen
Research and developm (1,837) (1,731) (3,591) (3,501)
Marketing and selliny (38,05€) (50,710 (75,577) (97,17¢)
General and administrati\ (11,467) (16,164) (24,463) (35,550
Amortization of acquisitio-related intangible asse (3,048 (5,593) (5,943 (12,239
Stocl-based compensatic (2,899 (4,588) (7,042 (6,733
Restructuring costs, net (5,019 (937) (10,040 (2,000)
Consolidated operating loss $ (15,257 $ (9,647 $ (35576 $ (32,325

(a) Video revenues for the three months ended Jun20®® and 2008, respectively, include revenues & 0llion and $16.6 million attributable to divesl
or exited product lines. Video revenues for thensbnths ended June 30, 2009 and 2008, respectinelyde revenues of $1.8 million and $35.1 million
attributable to divested or exited product lin

15. RESTRUCTURING COSTS AND ACCRUALS

In October 2008, the Company initiated a companyewestructuring plan (the “Plan”) that includecdeduction in force of
approximately 500 positions, including employedateal to product line divestitures, and the closfrall or parts of some
worldwide facilities. The restructuring plan isended to improve operational efficiencies. In cartio@ with the Plan,
during the fourth quarter of 2008 the Company reéedrrestructuring charges of $20.4 million relatedmployee
termination costs and $0.5 million for the closaféhree small facilities. In addition, as a resfithe decision to sell the
PCTV product line, the Company recorded a non-castiucturing charge of $1.9 million in cost of eeues related to the
write-down of inventory. Of the total restructurinarge of $22.8 million recorded in the fourth gqeaof 2008, $16.9
million related to the Video segment, $3.3 milli@tated to the Audio segment and $2.6 million edab corporate
operations.

During the first and second quarters of 2009, retspaly, the Company recorded new restructuringgbs totaling $3.6
million and $4.6 million under the Plan, of which.$ million related to the closure of all or pafinine facilities; $3.1
million related to the termination of the employrmefn48 additional employees; and $0.8 million,ameted in cost of
revenues, related to the write-down of PCTV inventédlso during the first six months of 2009, theripany recorded
revisions to previously recorded restructuringreates of $1.8 million and $0.1 million for severarand facility
obligations, respectively, related to the Planti@ftotal Plan restructuring charges of $10.1 omlliecorded in the first six
months of 2009, $5.6 million related to corporgpemtions, $3.5 million related to the Video segtraerd $1.0 million
related to the Audio segment.
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During the first quarter of 2008, the Company atiéd restructuring plans within its Video businesi and corporate
operations to eliminate duplicative business fuomgiand improve operational efficiencies. During finst quarter of 2008,
restructuring charges of $1.2 million were recordader these plans related to employee terminatsis for 20
employees, primarily in the marketing and selliegms and general and administrative teams. Dunmgecond quarter of
2008, the Company recorded restructuring charg84 .6f million under these plans primarily relatecetnployee
termination costs for 26 employees, mainly in tagearch and development teams and sales and mgriedims. During
the third quarter of 2008, the Company recordettuetiring charges of $2.0 million under these plprimarily related to
employee termination costs for 45 employees, mamthe research and development teams and garatadministrative
teams. Also during 2008, restructuring chargeditm&0.2 million were recorded for revised estiegbf previously
initiated restructuring plans.

The Company recorded the facility-related restmistucharges and, prior to the fourth quarter @&ahe employee-
related restructuring charges in accordance wetgthidance of SFAS No. 148¢ccounting for Costs Associated with Exit
Disposal Activities. Since the fourth quarter of 2008, as a resuthainges in the Company’s policies related to the
calculation of severance benefits, the Companyabasunted for employee-related restructuring clagaccordance with
SFAS No. 112Employers’ Accounting for Postemployment BendRigstructuring charges and accruals require sigmific
estimates and assumptions, including sub-leasenae@ssumptions. These estimates and assumptionmar®red on at
least a quarterly basis for changes in circumstané any corresponding adjustments to the acaraakcorded in the
Company’s statement of operations in the periodnaeh changes are known.

The following table sets forth the activity in thesstructuring accruals for the six months endee B 2009 (in thousands):

Non-Acquisition-Related

Restructuring Acquisition-
Liabilities Related
Facilities- Facilities
Employee- Related Restructuring
Related & Other Liabilities Total
Accrual balance at December 31, 2008 $ 15,08¢ $ 2,19¢ $ 82¢ $ 18,117
New restructuring charge operating expense 3,06¢ 4,31¢ — 7,38(
New restructuring charge cost of revenue — 79¢ — 79¢
Revisions of estimated liabilitie 1,77 101 a7 1,861
Accretion — 79 22 101
Cash payments for employ-related charge (14,86%) — — (14,869
Cash payments for facilities, net of sublease ire — (1,625 (217) (1,83¢)
Non-cash writ-offs — (925) — (925)
Foreign exchange impact on ending balance (569 18€ 88 (28¢9)
Accrual balance at June 30, 2009 $ 449 $ 5,13 $ 711 $ 10,34(

The employee-related accruals at June 30, 200@sept severance and outplacement costs to forn@ogees that will be
paid out within the next twelve months and aretdfare, included in the caption “accrued expensesaher current
liabilities” in the Company’s consolidated balarsteet at June 30, 2009.

The facilities-related accruals at June 30, 20@@asent estimated losses, net of subleases, oe speated as part of the
Company’s restructuring actions. The leases, agthpats against the amounts accrued, will extermutit 2017 unless the
Company is able to negotiate earlier terminati@fshe total facilities-related accruals, $4.5 ioiil is included in the
caption “accrued expenses and other current liagstiand $1.3 million is included in the captidorig-term liabilities” in
the Company’s consolidated balance sheet at Junz0809.
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16. FOREIGN CURRENCY FORWARD CONTRACTS

The Company has significant international operatiand, therefore, the Company’s revenues, earntags, flows and
financial position are exposed to foreign currerisy from foreign currency denominated receivabjegjables and sales
transactions, as well as net investments in forejggrations. The Company derives more than hatswévenues from
customers outside the United States. This busisgfs the most part, transacted through inteomati subsidiaries and
generally in the currency of the end-user custonigrerefore, the Company is exposed to the risksadhanges in foreign
currency could adversely affect its revenues, maime and cash flow. To hedge against the foreighange exposure of
certain forecasted receivables, payables and adahdes of foreign subsidiaries, the Company eméssshort-term
foreign currency forward contracts. There are twjgctives of the Company’s foreign currency forweedhtract program:
(1) to offset any foreign exchange currency riskoagated with cash receipts expected to be recéireedthe Company’s
customers over the next 30-day period and (2)feebthe impact of foreign currency exchange onGbmpany’s net
monetary assets denominated in currencies othertiteafunctional currency of the legal entity. Téadésrward contracts
typically mature within 30 days of execution.

The changes in fair value of the foreign currerayvird contracts intended to offset foreign curyeexchange risk on
forecasted cash flows and net monetary asseteemeded as gains or losses in the Compastgtement of operations in
period of change, because they do not meet therioritof SFAS No.133Accounting for Derivative Instruments and
Hedging Activitie, to be treated as hedges for accounting purposes.

The following table sets forth the effect of thengqmany’s foreign currency forward contracts recordsanarketing and

selling expenses in the Company’s statements aftipas during the three and six months ended 30n2009 and 2008
(in thousands):

Amount of (Loss) Gain Recognized in Income on Derative

L . . Three Months Ended June 30, Six Months Ended June 30,
Derivatives Not Designated as Hedging
Instruments under Statement 133 2009 2008 2009 2008
Foreign currency forward contracts ($243) $902 $1,581 $1,681

At June 30, 2009, and December 31, 2008, the Coynipaah foreign currency forward contracts outstagdiuith notional
values of $32.6 million and $39.7 million, respeety, as hedges against forecasted foreign currdangminated
receivables, payables and cash balances. The fotiaable sets forth the balance sheet locationfaindalues of the
Company'’s foreign currency forward contracts ateJ80, 2009 and December 31, 2008 (in thousands):

Derivatives Not Designated as Hedging Fair Value at Fair Value at
Instruments under Statement 133 Balance Sheet Location June 30, 2009 December 31, 2008
Financial liabilities:
Foreign currency forward Accrued expenses and other current
contracts liabilities $ 671 $ 45

See Note 3 for additional information on the fatue measurements for all financial assets anditiab, including
derivative assets and derivative liabilities, thia measured at fair value on a recurring basis.

17. RECENT ACCOUNTING PRONOUNCEMENTS

In May 2009, the FASB issued SFAS No. 185bsequent Eventsvhich establishes general standards of accoufding
and disclosure of events that occur after the lc@laheet date but before financial statementsaued or are available to
be issued. SFAS No. 165 was effective for the Camisanterim period ending June 30, 2009. AdoptdiSFAS No. 165
did not have a material impact on the Company’arfaial position or results of operations.
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In April 2009, the FASB issued FASB Staff PositiRSP”) SFAS 157-4, (“FSP 157-4"Retermining Fair Value When
the Volume and Level of Activity for the Assetiabllity Have Significantly Decreased and ldentifyiTransactions That
Are Not Orderly, which provides guidance on determining fair valthen there is no active market or where the price
inputs being used represent distressed sales. 5B Was adopted by the Company on April 1, 200$option of FSP
157-4 did not have a material impact on the Comjsafityancial position or results of operations.

In April 2009, the FASB also issued FSP SFAS 1Hn@ SFAS 124-2, (“FSP 115-2 and 124-Rgcognition and
Presentation of Oth-Than-Temporary Impairmentsand FSP SFAS 107-1 and Accounting Principles @¢aPB) 28-1,
(“FSP 107-1 and APB 28-1")nterim Disclosures about Fair Value of Financiaktruments FSP 115-2 and 124-2
modifies the requirements for recognizing othemthemporarily impaired debt securities and revibesexisting
impairment model for such securities by modifyihg turrent intent and ability indicator in determgqwhether a debt
security is other-than-temporarily impaired. FSF 40d APB 28-1 enhances the disclosure of finamtsituments under
the scope of SFAS 157 for both interim and anneabpls. Adoption of FSP 115-2 and 124-2 and FSPah@irAPB 28-1
on April 1, 2009 did not have a material impacttio® Company’s financial position or results of giems.

18. SUBSEQUENT EVENT
On July 31, 2009, the Company acquired all thetanting shares of a company that has developedrsbased media

management and editing technology for cash coresiderof approximately $5.5 million. The Compangms to incorpora
this technology into future solution offerings.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS
OF OPERATIONS

EXECUTIVE OVERVIEW
Our Company

We create digital audio and video technology usetidke the most listened to, most watched and loestl media in the
world — from the most prestigious and award-winrfieature films, music recordings, television sholive concert tours
and news broadcasts, to music and movies madera.f8ome of our most influential and pioneeringigohs include
Media Composer, Pro Tools, Avid Unity, Interplayxy@en 8, Sibelius and Pinnacle Studio. Our misgdo inspire
passion, unleash creativity and enable our cus®itoaralize their dreams in a digital world. Angamho enjoys movies,
television or music has almost certainly experignte work of content creators who use our solstionbring their
creative visions to life.

We operate our business based on the followingdisstomer-centric strategic principles:

o Drivecustomer success. We are committed to making each and every custeoaressful. Period. It's that simple.

e From enthusiaststo the enterprise. Whether performing live or telling a story to shmayia vision or broadcasting the
news— we create products to support our customers atales

o Fluid, dependable workflows . Reliability. Flexibility. Ease of Use. High Perfoamce. We provide best-in-class
workflows to make our customers more productive eordpetitive.

o Collaborative support . For the individual user, the workgroup, a communityhe enterprise, we enable a
collaborative environment for succe

o Auvid optimized in an open ecosystem . Our products are innovative, reliable, integrated best-of-breed. We work
in partnership with a thi-party community resulting in superior interoperepil

We are deeply committed to the long-term successioEompany and that of our customers. In 2008ntiated a
significant transformation of our business thatuded, among other things, establishing a new mamagt team,
developing a new corporate strategy, restructuinginternal organization, improving operationdi@éncies, divesting
non-core product lines and reducing the size of outkieoce. We have established a strategic and orgtoiml foundatior
from which we are positioned to build momentum im core business and expand our operating margthsthe ultimate
goal of sustainable growth.

As part of this transformation, on January 1, 2@@%ransitioned to a new business structure thatbawed our previous
Professional Video and Consumer Video business imtiv a single Video reporting segment and featarsingle customer-
facing organization. The transition to a singleton®er-facing organization better aligns us with téalities of many of our
customers who either depend on, or would benefihfran integrated solution that encompasses meilfipld product and
brand families. It also enables us to leveragedeep domain expertise, brand recognition and tdoggsynergies across
customer market segments. See Note 14 to our ueduztindensed consolidated financial statemenksded in Item 1 of
this report for a summary of our revenues and dmrtion margin by reportable segment for the thaged six-month
periods ended June 30, 2009 and 2008.

We routinely post important information for invest@n the Investors page of our website at www_awvith.
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Financial Summary

Our revenues for the three months ended June 8@, &6re $150.5 million, a decrease of 32% compareéde same peric
last year. By business unit, Video revenues deettd8% and Audio revenues decreased 18%. Our resdanthe six
months ended June 30, 2009 were $302.2 milliomcaedise of 28% compared to the same period lastBgdusiness
unit, Video revenues decreased 35% and Audio reegedacreased 15%.

Of the $96.4 million decrease in Video revenuesmduthe first six months of 2009, decreases of $3dillion and $3.3
million for Video product revenues and Video seegcevenues, respectively, were attributable tesded or exited produ
lines. Unfavorable currency exchange rates and @eaonomic conditions had a significant negativeaotmn our first and
second quarter 2009 Video and Audio revenues whapared to the same periods of 2008. The reverfuessch business
unit are discussed in further detail in the sectited “Results of Operations” below.

Our gross margins for the three- and six-monthgasriended June 30, 2009 improved to 51.5% and 49e¥ectively,
from 48.6% and 47.7% for the comparable periodX0id8. These improvements were largely the reswduotransition to a
single company-wide production and delivery orgatian, the divestiture of lower margin products éimel favorable
adjustment of a royalty accrual.

Our operating expenses for the three- and six-mpatlods ended June 30, 2009 were $92.9 million$diab.4 million,
respectively, compared to $118.0 million and $238ilion for the same periods in 2008. These desgsavere primarily
the result of our business transformation, inclgdinr product line divestitures and the initiatafrrestructuring plans in
2008.

In the fourth quarter of 2008, we initiated a resturing plan that has resulted in a reductioroiecé of more than 500
positions, including employees associated withpraduct line divestitures, and the closure of albarts of some of our
worldwide facilities. In connection with this plawe have incurred or expect to incur total restrting charges of
approximately $33 million, which primarily represeash expenditures. During the fourth quarterG& the first quarter
of 2009 and the second quarter of 2009, we recamgdicturing charges under this plan of $22.8anil $5.0 million and
$5.1 million, respectively. We expect annual cestirsgs of approximately $55 million to result framations taken under
this restructuring plan. Cash expenditures regyiftiom restructuring obligations totaled approxietai$16.7 million in the
first six months of 2009.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our management’s discussion and analysis of fimdeoindition and results of operations is baseduqo consolidated
financial statements, which have been prepareddardance with accounting principles generally pteg in the United
States of America. We make estimates and assunsgtidhe preparation of our consolidated finansiatements that affe
the reported amounts of assets and liabilitiessmaes and expenses, and related disclosures afigent assets and
liabilities. We base our estimates on historicgdexience and various other assumptions that weveetd be reasonable
under the circumstances. However, actual resulisdifer from these estimates.

We believe that our critical accounting policies #rose related to revenue recognition and alloesfar product returns
and exchanges, stock-based compensation, allowésrdesd debts and reserves for recourse undanding transactions,
inventories, business combinations, goodwill andrigible assets, divestitures, fair value measunésnand income tax
assets. We believe these policies are criticallmxthey are important to the portrayal of ourriirial condition and results
of operations, and they require us to make judgmand estimates about matters that are inheremtigrtain. Our critical
accounting policies may be found in our 2008 AnrRigport on Form 10-K in Item 7, “Management’s Dission and
Analysis of Financial Condition and Results of Ggiems,” under the heading “Critical Accounting ie@s and Estimates.”
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RESULTS OF OPERATIONS

Net Revenues

Our net revenues are derived mainly from sale®ofuter-based digital, nonlinear mediditing and finishing systems a
related peripherals, including shared-storage systsoftware licenses, and related professionaicgsr and maintenance

contracts.

Three Months Ended June 30, 2009 and 2008

% of

(dollars in thousands)

% of

2009 Consolidated 2008 Consolidated % Change
Net Revenues Net Revenues Net Revenues Net Revenues Change in Revenues
Video:
Product revenue $ 60,90: 40.4% $114,57: 51.4%  ($53,669 (46.8%),
Services revenue 27,791 18.5% 32,977 14.8% (5,180 (15.7%,;
Total 88,69¢ 58.9% 147,54¢ 66.2% (58,849 (39.9%
Audio:
Product revenue 61,01(C 40.5% 74,54t 33.4% (13,535 (18.2%;
Services revenue 834 0.6% 770 0.4% 64 8.3%
Total 61,844 41.1% 75,31¢ 33.8% (13,471 (17.9%
Total net revenue! $150,54: 100.0% $222,86! 100.0% ($72,320 (32_5%:
Six Months Ended June 30, 2009 and 2008
(dollars in thousands)
% of % of
2009 Consolidated 2008 Consolidated % Change
Net Revenues Net Revenues Net Revenues Net Revenues Change in Revenues
Video:
Product revenue $121,45° 40.2% $210,26¢ 49.9%  ($88,809 (42.2%),
Services revenue 54,744 18.1% 62,30¢ 14.8% (7,565 (12.1%
Total 176,201 58.3% 272,57¢ 64.7% (96,374 (35.4%
Audio:
Product revenue 124,09¢ 41.1% 147,02t 34.9% (22,929 (15.6%;
Services revenue 1,87¢ 0.6% 1,52¢ 0.4% 346 22.6%
Total 125,971 41.7% 148,55« 35.3% (22,583 (15.2%;
Total net revenue: $302,17: 100.0% $421,12¢ 100.0% ($118,957 (28_2%:

The decreases in Video product revenues for theettand six-month periods ended June 30, 2009, aadpo the same
periods in 2008, included decreases of $14.2 millind $30.1 million, respectively, due to diveste@xited product lines.
For both periods, Video product revenues were diovall geographic regions, compared to the samiegein 2008, but
the decreases were most significant in Europe, wivie believe was largely attributable to a decréaspending by
broadcasters. In all regions, we believe unfaverafhcroeconomic conditions were a significant faict@ur decreases in
revenues for both periods. Internationally, charigesirrency exchange rates also contributed t@#oeeases in our Video
product revenues for the periods.
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Video services revenues are derived primarily froaintenance contracts, professional and instatis@vices, and
training. The decreases in Video services revefardbe three- and six-month periods ended Jun@@0@9, compared to
the same periods in 2008, included decreases dfrfiillion and $3.3 million, respectively, relateridivested or exited
product lines. The remaining decrease of $3.5 onilfor the three-month period was largely the tesiud decrease in
professional services revenues, while the remaidetgease of $4.3 million for the six-month peneak primarily the
result of decreases in maintenance contract aimdrtgarevenues.

The decreases in Audio product revenues for threethand six-month periods ended June 30, 2009, @@dto the same
periods in 2008, were primarily the result of lowevenues from our higher-end audio product limesdecreased revenues
from sales to international customers. For botlioger our Audio product revenues were down sigaiftty in Europe,

which we believe was largely attributable to unfalie macroeconomic conditions and changes in eayrexchange rate
Revenues from our higher-end audio product lineswewn, primarily, we believe, as a result of @ased capital
expenditure budgets for our customers of these-dighproducts. During the three months ended JOn2a®9, revenues
from our live-sound product lines increased, coragdo the same period in 2008, as a result of gtsates of the newly
introduced Venue SC48 live-sound console.

Net revenues derived through indirect channels B8 and 66% of our net revenues for the - and six-month periods
ended June 30, 2009, respectively, compared tod&8%7 0% for the same periods in 2008.

Sales to customers outside the United States atabor 56% and 55% of our net revenues for theghand six-month
periods ended June 30, 2009, respectively, comparéti% and 60% for the same periods in 2008.

Gross Profit

Cost of revenues consists primarily of costs asgediwith:

o the procurement of components;

o the assembly, testing and distribution of finisipeoducts;

e Wwarehousing;

e customer support costs related to maintenanceammgvenues and other services; and
o royalties for third-party software and hardwarduned in our products.

Cost of revenues also includes amortization ofrietdgy, which represents the amortization of depetbtechnology assets
acquired in business combinations. Amortizatiotrechnology is described further in the “Amortizatiof Intangible
Assets” section below. Cost of revenues for thensinth period ended June 30, 2009 included a chafr§e.8 million for
the write-down of inventory related to the divastit of our PCTV product line in the fourth quaé2008.

Gross margins fluctuate based on factors sucheasitk of products and services sold, the cost aopqstion of third-party
hardware and software included in the products, sbkloffering of product upgrades, price discoamd other sales
promotion programs, the distribution channels tgfowhich products are sold, the timing of new padntroductions and
currency exchange rate fluctuations.

Three Months Ended June 30, 2009 and 2008
(dollars in thousands)

Gross Margin

2009 Gross Margin 2008 Gross Margin Change

Cost of products revenu $58,42! 52.1% $ 92,62 51.0% 1.1%

Cost of services revenu 14,09( 50.8% 19,62¢ 41.8% 9.0%
Amortization of intangible asse 42¢ - 2,27( - -

Total $72,94! 51.5% $114,52 48.6% 2.9%
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Six Months Ended June 30, 2009 and 2008
(dollars in thousands)

Gross Margin

2009 Gross Margin 2008 Gross Margin Change
Cost of products revenu $119,67 51.3% $177,70. 50.3% 1.0%
Cost of services revenu 29,92¢ 47.1% 37,01¢ 42.0% 5.1%
Amortization of intangible asse 94¢€ - 5,52¢ - -
Restructuring cost 79¢ - — - -
Total $151,35: 49.9% $220,24: 47.7% 2.2%

Our transition to a single company-wide productma delivery organization and the divestiture @fdo margin product
lines were contributing factors to our improvedduot gross margins for the three- and six-montiogerended June 30,
2009, compared to the same periods last year.ditiad, a favorable adjustment of $2.1 million toogalty accrual was a
significant contributing factor to the improvemémieach period. These improvements were partidfsedby the impact o
revenues of changes in foreign currency exchartgs.ra

The increases in services gross margin were piliyrtae result of improved efficiencies from our atien of a single
customer-facing organization.

Research and Development
Research and development expenses include costsaiss with the development of new products aedetithancement of
existing products, and consist primarily of emplegalaries and benefits, facilities costs, deptieciacosts for consulting

and temporary employees, and prototype and othealalement expenses.

Three Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008

Expenses Expenses Change % Change
Research and developm:e $30,66! $38,97: (98,311 (21.3%),
As a percentage of net reveni 20.4% 17.5% 2.9%

Six Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008

Expenses Expenses Change % Change
Research and developm: $61,71: $77,48: ($15,770 (20.4%),
As a percentage of net reveni 20.4% 18.4% 2.0%

The decreases in research and development exgensles three- and six-month periods ended Jun@@09, compared to
the same periods in 2008, were primarily due toeised personnel-related costs of $7.5 million&k&14 million,
respectively, both resulting from reduced headcoling increases in research and development expeassepercentage of
revenues for both the three- and six-month pergsdied June 30, 2009 were the result of the de@asevenues for the
periods compared to the same periods in 2008.
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Marketing and Selling

Marketing and selling expenses consist primarilgmiployee salaries and benefits for selling, margednd pre-sales
customer support personnel; commissions; travedmesgs; advertising and promotional expenses; aildiés costs.

Three Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008
Expenses Expenses Change % Change
Marketing and selling $41,99¢ $55,25¢  ($13,265 (24.0)%
As a percentage of net reveni 27.9% 24.8% 3.1%

Six Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008
Expenses Expenses Change % Change
Marketing and selliny $82,77¢ $105,58t¢ ($22,811 (21.6)%
As a percentage of net reveni 27.4% 25.1% 2.3%

The decrease in marketing and selling expensdbdahree-month period ended June 30, 2009, comparhe same
period in 2008, was largely due to lower personatdted costs; decreased advertising, tradeshovetiied promotional
expenses; lower travel and entertainment expeasesgecreased outside services and consulting pastelly offset by
unfavorable foreign exchange translations. Perdenateged costs decreased $6.5 million, primarilg do decreased
headcount; advertising, tradeshow and other pramatiexpenses decreased $3.8 million; travel atettamment expens
decreased $1.2 million; and outside services andudting costs were lower by $0.9 million. Net figreexchange losses
(specifically, remeasurement gains and losses bmaeetary assets denominated in foreign currenciéset by hedging
gains and losses), which are included in markeaimgselling expenses, were $0.2 million for the¢hmonths ended June
30, 2009, compared to net foreign exchange gai$® & million in the comparable 2008 period.

The decrease in marketing and selling expensdbdasix-month period ended June 30, 2009, compartte same period
in 2008, was largely due to lower personnel-relatests; decreased advertising, tradeshow and ptherotional expenses;
and lower travel and entertainment expenses. Peetoelated costs decreased $11.2 million, prirpatile to decreased
headcount; advertising, tradeshow and other pramatiexpenses decreased $5.8 million; and travkkatertainment
expenses decreased $2.5 million.

The increases in marketing and selling expensaspascentage of revenues for both the three- anchanth periods ended
June 30, 2009 were the result of the decreasev@anues for the periods compared to the same 3anaD08.

General and Administrative
General and administrative expenses consist piliynafremployee salaries and benefits for administea executive,
finance and legal personnel; audit, legal andeiatconsulting fees; and insurance, informaticsteays and facilities cos

Information systems and facilities costs reportéthiw general and administrative expenses are in@tacations to other
expenses categories.
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Three Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008

Expenses Expenses Change % Change
General and administratiy $12,55¢ $19,49: (96,933 (35.6%),
As a percentage of net reveni 8.3% 8.7% (0.4%)

Six Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008

Expenses Expenses Change % Change
General and administratiy $27,67: $41,43¢ ($13,763 (33.2%,
As a percentage of net reveni 9.2% 9.8% (0.6%)

The decreases in general and administrative expdosboth the three- and six-month periods endeg B0, 2009,
compared to the same periods in 2008, were dumnaterlpersonnel-related costs and decreases inltagsand outside
services expenses. The personnel-related costsloveze by $5.0 million and $7.5 million, respectiyefor the three- and
six-month periods and were the result of reduceibeunt. The decreases in consulting and outsigess expenses for
the three- and six-month periods were $1.9 milaod $4.6 million, respectively, and were largely tesult of the absence
of consulting costs, present in the second quafte008, related to the strategic review and tramsétion of our business.

The decreases in general and administrative expersse percentage of revenues for both the thneksia-month periods
ended June 30, 2009, compared to the same pen@D8, were the result of proportionally largecréases in expenses
than the decreases in revenues for the 2009 periods

Amortization of I ntangible Assets

Intangible assets result from acquisitions anduideldeveloped technology, customer-related intdegjitrade names and
other identifiable intangible assets with finiteds. With the exception of developed technologgsthintangible assets are
amortized using the straight-line method. Develoetinology is amortized over the greater of (&€)amount calculated
using the ratio of current quarter revenues tadka of current quarter and anticipated futuresraes over the estimated
useful life of the developed technology, and (2) straight-line method over each developed teclyy8aemaining useful
life. Amortization of developed technology is reged within cost of revenues. Amortization of custofrelated
intangibles, trade names and other identifiablarigtble assets is recorded within operating expgense

Three Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008 Change % Change
Amortization of intangible assets recorded in afsevenue: $ 42¢ $2,27C ($1,844  (81.2%,
Amortization of intangible assets recorded in opegaexpense 2,622 3,328 (701) (21.1%;
Total amortization of intangible ass: $3,04¢ $5,59¢ ($2,545  (45.5%)
Total amortization of intangible assets as a peaggnof net revenus 2.0% 25% (0.5%)
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Six Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008 Change % Change
Amortization of intangible assets recorded in afsevenue: $ 94¢ $ 552¢ ($4,578  (82.9%,
Amortization of intangible assets recorded in opegaexpense 4,997 6,71C (1,713  (25.5%,
Total amortization of intangible ass: $5,94!  $12,23¢ ($6,291  (51.4%)
Total amortization of intangible assets as a peaggnof net revenus 2.0% 29% (0.9%)

For both the three- and six-month periods ended 30n 2009, compared to the same periods in 2888&jdécreases in
amortization of intangible assets recorded in obsevenues were primarily the result of the cortipteduring 2008 of the
amortization of certain developed technologiesteeldo our acquisitions of Pinnacle and M-AudioeTdecreases in
amortization recorded in operating expenses fos#tme periods were primarily the result of the impants of intangible
assets recorded in the third and fourth quarte2008.

Restructuring Costs, Net

In October 2008, we initiated a company-wide regtrting plan that included a reduction in forceapproximately 500
positions, including employees related to our pmdine divestitures, and the closure of all ortpaf some of our
worldwide facilities. The restructuring plan isented to improve operational efficiencies. In cartioe with the plan,
during the fourth quarter of 2008, we recordedreestiring charges of $20.4 million related to enyele termination costs
and $0.5 million for the closure of three smallilities. In addition, as a result of the decisiorstll the PCTV product line,
we recorded a non-cash restructuring charge ofi®ill@n in cost of revenues related to the writaath of inventory.
During the first and second quarters of 2009, retspaly, we recorded new restructuring chargeditaie$3.6 million and
$4.6 million under this plan, of which $4.3 millisalated to the closure of all or part of nine lities; $3.1 million related 1
the termination of the employment of 48 additiomalployees; and $0.8 million, recorded in cost gEreies, related to the
write-down of PCTV inventory. Also during the firsix months of 2009, we recorded revisions to mmesly recorded
restructuring estimates of $1.8 million and $0.1lior for severance and facility obligations, resfpeely, related to this
plan.

During the first quarter of 2008, we initiated resturing plans within our Video business unit @odporate operations to
eliminate duplicative business functions and improperational efficiencies. During the first quad&2008, we recorded
restructuring charges of $1.2 million under thelsep related to employee termination costs forr@pleyees, primarily in
the marketing and selling teams and general andnigtrative teams. During the second quarter of20@ recorded
restructuring charges of $1.0 million under thelsag primarily related to employee termination sdst 26 employees,
primarily in the research and development teamssales and marketing teams. During the third quaft2008, we
recorded restructuring charges of $2.0 million urtlese plans primarily related to employee tertimacosts for 45
employees, primarily in the research and developisams and general and administrative teams.

Interest and Other Income (Expense), Net
Interest and other income (expense), net, generaligists of interest income and interest expense.

Three Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008 Change % Change
Interest and other income (expense), $ 5€ $617 ($559)  (90.6%,
As a percentage of net reveni 0.0% 0.3% (0.3%)
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Six Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008 Change % Change
Interest and other income (expense), $211 $2,09¢ ($1,887.  (89.9%;
As a percentage of net reveni 0.1% 0.5% (0.4%)

The decreases in interest and other income (experetefor the three- and six-month periods endedt B0, 2009,
compared to the same periods in 2008, were priyndrd result of lower interest rates paid on cashrices, as well as
lower average cash balances.

Provision for (Benefit from) Income Taxes, Net

Three Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008 Change
Provision for income taxes, n $75C 1,35t ($605
As a percentage of net reveni 0.5% 0.6% (0.1%

Six Months Ended June 30, 2009 and 2008
(dollars in thousands)

2009 2008 Change
(Benefit from) provision for income taxes, 1 ($2,139 1,30¢€ ($3,445
As a percentage of net reveni (0.7%) 0.3% (1.0%

Our effective tax rate, which represents a tax fieag a percentage of loss before income taxes,6#&for the six-month
period ended June 30, 2009. Our effective tax valtdch represents a tax provision as a percenthlys® before income
taxes, was (4%) for the six-month period ended B&008. The primary reasons for the change &dax provision to a
tax benefit were favorable discrete tax benefit$f7 million for cumulative adjustments of priazar tax provisions to
actual tax return filings and $1.0 million from thglization of unused research and developmenttegits. No tax benefit
is provided for losses generated in the UnitedeStdtie to the full valuation allowance on our W&erred tax assets.

Excluding the impact of our valuation allowancer effective tax rates would have been 49% and 38%fpectively, for th

six-month periods ended June 30, 2009 and 2008. The=emay differ from the federal statutory rat@s% due to the n

benefits recorded for discrete tax items, the imhpapermanent differences in the United Stated,the mix of income and
losses in foreign jurisdictions, which have tavesathat differ from the statutory rate.

LIQUIDITY AND CAPITAL RESOURCES
Current Cash Flows and Commitments

We have funded our operations in recent years tfira@ash flows from operations and stock option @zes. At June 30,
2009, our principal sources of liquidity includessb, cash equivalents and marketable securitignig$$118.6 million.

Net cash used in operating activities was $23.8anifor the six months ended June 30, 2009, coetbér $15.7 millior
provided by operating activities for the same p&fin2008. For the six months ended June 30, 208cash used in
operating activities primarily reflected our nes$cadjusted for depreciation and amortization amcksbased compensation
expense, as well as changes in working capitalst@mparticular a decrease in accrued liabilities,
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partially offset by a decrease in accounts recéévalthe decrease in accrued liabilities duringfitet six months of 2009
was the result of cash expenditures of $16.7 mili@lated to restructuring obligations, as welpagments for other
obligations accrued at December 31, 2008, incluthmgs and tariffs. For the six months ended J@&@08, net cash
provided by operating activities primarily refledteur net loss adjusted for depreciation and amatitin and stock-based
compensation, as well as changes in working caipétals, in particular a decrease in accounts rabdsyv

Accounts receivable decreased $18.3 million to $8&&llion at June 30, 2009 from $103.5 million atd@mber 31, 2008.
These balances are net of allowances for salessetiniad debts and customer rebates, all of whiegkstimate and record
based primarily on historical experience. The dasedn accounts receivable was primarily the resithe effect of the
decrease in revenues in the second quarter of 200%ared to the fourth quarter of 2008. Days salgstanding increased
from 45 days at December 31, 2008 to 51 days a 30n2009. This increase is primarily attributabla significantly
higher concentration of revenue in the last moffitthe second quarter of 2009 compared to the fogquiirter of 2008.

At June 30, 2009 and December 31, 2008, we hekhitavy in the amounts of $93.4 million and $95.8iam, respectively
These balances included stockroom, spares and d#&raton equipment inventories at various locatji@sswell as
inventory at customer sites related to shipmentsvfach we had not yet recognized revenue. We vewilk inventory
balances regularly for excess quantities or paenbsolescence and make appropriate adjustmenteseaed to write down
the inventories to reflect their estimated realiealalue. We source inventory products and compisnaursuant to
purchase orders placed from time to time.

Net cash flow used in investing activities was $Irillion for the six months ended June 30, 20@@npared to $2.
million for the same period in 2008. The net cdsiwfused in investing activities for the six mongraled June 30, 2009
primarily reflected $6.1 million used for the puase of property and equipment, as well as net jpseshof $5.3 million
resulting from the timing of the sale and purchafsmarketable securities. The net cash flow usedvasting activities for
the six months ended June 30, 2008, primarily cedle: $8.5 million used for the purchase of propartg equipment,
partially offset by net proceeds of $6.8 milliosu#ing from the timing of the sale and purchaseafketable securities.
Property and equipment purchases in both periodsisted primarily of computer hardware and softvtarsupport our
research and development activities and informatimtems.

During the six months ended June 30, 2009, caghindtancing activities was $0.8 million, compar® $93.3 million fo

the same period in 2008. During the six months érdme 30, 2009, the cash used in financing aetvgrimarily reflected
$0.5 million used to repurchase stock options dutive second quarter of 2009. During the six moattded June 30, 20C
the cash used in financing activities primarilyleefed the $93.2 million used for our stock repasghprogram in the first

quarter of that year.

A stock repurchase program was approved by ourdbafadirectors in April 2007, which authorized ttepurchase of up to
$100 million of our common stock through transasion the open market, in block trades or othenilike program has
no expiration date. In February 2008, our boardiafctors approved a $100 million increase in axitiedl funds for the
repurchase of our common stock under this progEauming 2007, we repurchased 809,236 shares of@unmwn stock
under the program for a total purchase price, olioly commissions, of $26.6 million. During the tanr@onths ended Mart
31, 2008, we repurchased an additional 4,254,38ifshof our common stock for a total purchase pnuding
commissions, of $93.2 million, leaving $80.3 milliauthorized for future repurchases. The stockra@se program is
being funded through working capital.

In connection with restructuring activities duriB@09 and prior periods, at June 30, 2009, we hstdueturing accruals of
$5.8 million and $4.5 million related to lease @ederance obligations, respectively. Our futurd edsigations for leases
for which we have vacated the underlying facilitietl approximately $7.2 million. The lease actsuapresent the present
value of the excess of our lease commitments ondbated space over expected payments to be rdoaiveubleases of
the relevant facilities. The lease payments wilhisede over the remaining terms of the leases, wiaeke varying

expiration dates through 2017, unless we are alhegotiate earlier terminations. The severancenpays will be made
during the next twelve months. All payments relatedestructuring actions are expected to be funbexigh working
capital. See Note 15 of the unaudited condensesitidated financial statements in Item 1 of thigar for the

restructuring costs and accruals activity for tixensonths ended June 30, 2009.
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Our cash requirements vary depending upon factais as our growth, capital expenditures, acquisstiof businesses or
technologies and obligations under restructuriragngl We believe that our existing cash, cash eltgitg marketable
securities and funds generated from operationsheibufficient to meet our operating cash requirgséor at least the next
twelve months. In the event that we require addéldinancing, we believe that we will be able tan such financing;
however, there can be no assurance that we woudddzessful in doing so or that we could do scawoifable terms.

Fair Value Measurements

We value our cash and investment instruments wgioged market prices, broker or dealer quotationajternative pricing
sources with reasonable levels of price transpgre®ee Notes 3 and 16 to our unaudited condensemblidated financial
statements included in Item 1 of this report fa tlisclosure of the fair values and the inputs usetktermine the fair
values of our financial assets and financial litibg.

RECENT ACCOUNTING PRONOUNCEMENTS

See Notes 3 and 17 to our unaudited condensed|l@ated financial statements included in Iltem 1to$ report for
disclosure of the impact that recent accountingipumcements have had or may have on our consdlifiatencial
statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKE T RISK
Foreign Currency Exchange Risk

We have significant international operations ahdréfore, our revenues, earnings, cash flows axagh€ial position are
exposed to foreign currency risk from foreign coog denominated receivables, payables, sales tamss and net
investments in foreign operations.

We derive more than half of our revenues from qusis outside the United States. This busineserish& most part,
transacted through international subsidiaries amkrally in the currency of the end-user customirsrefore, we are
exposed to the risks that changes in foreign cayreould adversely affect our revenues, net incantkcash flow. To
hedge against the foreign exchange exposure @igddrecasted receivables, payables and cashdeslawe enter into
short-term foreign currency forward contracts. Ehare two objectives of our foreign currency fordvaontract program:
(1) to offset any foreign exchange currency riskoagated with cash receipts expected to be recdioedour customers
over the next 30-day period and (2) to offset thpdct of foreign currency exchange on our net nayetssets
denominated in currencies other than the functionalency of the legal entity. These forward coctsdypically mature
within 30 days of execution. We record gains ars$és associated with currency rate changes ond¢bas®@cts in results
operations, offsetting gains and losses on théegblassets and liabilities. The success of thigingdorogram depends on
forecasts of transaction activity in the variousrencies and contract rates versus financial sext¢émnates. To the extent
these forecasts are overstated or understatedydeeinods of currency volatility, we could expeerunanticipated
currency gains or losses.

At June 30, 2009, we had foreign currency forwandtiacts outstanding with an aggregate notionalevaf $32.6 million,
denominated in the euro, Canadian dollar and Jaeayen, as a hedge against actual and forecastegrf@urrency
denominated receivables, payables and cash balartoesnark-to-market effect associated with thesdracts was a net
unrealized loss of $0.7 million at June 30, 200&. the six months ended June 30, 2009, net gaifie.8fmillion resulting
from the forward contracts were included in resafteperations, and there were $0.7 million of tn@bsaction and
remeasurement gains on the related assets aridiéabi

Assuming the above-mentioned forecast of the hedgseét and liability positions is accurate, a higptital 10% change in
the foreign currency exchange rates applied to twHoreign currency forward contracts and theeulythg exposures
would not have a material impact on our resultsperations because the impact on the forward otistes a result of the
10% change would at least partially offset the iotpmn the asset and liability positions of our fgresubsidiaries.
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I nterest Rate Risk

At June 30, 2009, we held $118.6 million in caststcequivalents and marketable securities, inotusiort-term corporate
obligations, asset-backed securities and governagency obligations. Marketable securities aresifi@sl as ‘available for
sale” and are recorded on the balance sheet aemakie, with any unrealized gain or loss recorideather
comprehensive income (loss). A hypothetical 10%dase or decrease in interest rates would nothawvaterial impact on
the fair market value of these instruments duéédr tshort maturities.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our cleleécutive officer and chief financial officer, éwated the effectiveness
of our disclosure controls and procedures as o& By 2009. The term “disclosure controls and ptaoes,” as defined in
Rules 13a-15(e) and 18d(e) under the Exchange Act, means controls amel grocedures of a company that are desi
to ensure that information required to be discldsgd company in the reports that it files or suisminder the Exchange
Act is recorded, processed, summarized and reparidun the time periods specified in the Secudtd Exchange
Commission’s rules and forms. Disclosure controld procedures include, without limitation, contrated procedures
designed to ensure that information required tdibelosed by a company in the reports that it filesubmits under the
Exchange Act is accumulated and communicated todhgany’s management, including its principal exise and
principal financial officers, as appropriate, tal timely decisions regarding required disclosiM@anagement recognizes
that any controls and procedures, no matter howdesigned and operated, can provide only reasersgsurance of
achieving their objectives and management necéssaplies its judgment in evaluating the cost-ligmelationship of
possible controls and procedures. Based on theaiah of our disclosure controls and proceduresf dsine 30, 2009, our
chief executive officer and chief financial officeoncluded that, as of that date, our disclosurgrots and procedures were
effective at the reasonable assurance level.

No change in our internal control over financigdaging occurred during the fiscal quarter endeueJ80, 2009 that h:
materially affected, or is reasonably likely to evélly affect, our internal control over financi@porting.
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PART Il.  OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are involved in legal proceedings from timeineet arising from the normal course of businessviigs, including
claims of alleged infringement of intellectual peofy rights and commercial, employment, piracy poogion and other
matters. We do not believe these matters will leawgaterial adverse effect on our financial positiomesults of operations.
However, our financial position or results of ogEnas may be negatively affected by the unfavoraésmlution of one or
more of these proceedings.

ITEM 1A. RISK FACTORS

Investing in our common stock involves a high degoérisk. You should carefully consider the risksl uncertainties
described in Part | - Item 1A under the headingskRtactors” in our Annual Report on Form 10-K foe tyear ended
December 31, 2008 in addition to the other inforomaincluded or incorporated by reference in thisugerly report before
making an investment decision regarding our comstook. If any of these risks actually occurs, ousibess, financial
condition or operating results would likely suffpgssibly materially, the trading price of our coomstock could decline,
and you could lose part or all of your investment.

During the six months ended June 30, 2009, there we material changes to the risk factors thaevaésclosed in Part 1 -
Item 1A of our Annual Report on Form 10-K for theay ended December 31, 2008.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

We held our annual meeting of stockholders on M&y2P09. At the meeting, George H. Billings, Naktawthorne and
John H. Park were re-elected as Class | Direcldrs.vote with respect to each nominee is set toetbw:

Total Vote For Total Vote Withheld

Each Director From Each Director
Mr. Billings 35,366,57! 282,71
Ms. Hawthorne 34,805,52! 843,757
John H. Parl 27,303,85I 8,345,422

The additional directors whose terms of office auntd after the meeting were Elizabeth M. DaleyyGa. Greenfield,
Louis Hernandez, Jr. and Youngme E. Moon.

In addition, the stockholders ratified the seletiid Ernst & Young LLP as our independent audiforsthe fiscal year
ending December 31, 2009 by a vote of 35,591,788sHfor, 28,784 shares against and 28,701 shas&sirang.

ITEM 6. EXHIBITS

The list of exhibits, which are filed or furnishedth this report or which are incorporated herejrréference, is set forth in
the Exhibit Index immediately preceding the exlsilsihd is incorporated herein by reference.
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causiedréport to be signe
on its behalf by the undersigned thereunto dulphenized.

Date: August 6, 200 By: [s/ Ken Sexton
Ken Sexton
Executive Vice President, Chief Financial Officer
and Chief Administrative Officer
(Principal Financial Officer)
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Certification of Principal Executive Officer X
pursuant to Rules 13a-14 and 15d-14 under

the Securities Exchange Act of 1934, as

adopted pursuant to Section 302 of the
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the Sarbanes-Oxley Act of 2002
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Exhibit 31.1
CERTIFICATION
I, Gary G. Greenfield, certify tha
| have reviewed this Quarterly Report on Forr-Q of Avid Technology, Inc.

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omit to
state a material fact necessary to make the statsmmade, in light of the circumstances under which
such statements were made, not misleading witteot$p the period covered by this rep:

Based on my knowledge, the financial statementsodimer financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andcas
flows of the registrant as of, and for, the peripdssented in this repol

The registrant’s other certifying officer and | aesponsible for establishing and maintaining
disclosure controls and procedures (as definekah&hge Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defihin Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisi@ngare that material information relating to
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepare

b) Designed such internal control over financial réipg;, or caused such internal control over
financial reporting to be designed under our suigam, to provide reasonable assurance
regarding the reliability of financial reportingathe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presented in
this report our conclusions about the effectiveradgbe disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; ar

d) Disclosed in this report any change in the regmtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgt@d, or is reasonably likely to materially
affect, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of
internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registran’s board of directors (or persons performing thevedent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably kil adversely affect the registrant’s ability to
record, process, summarize and report financiakinétion; anc

b) Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registre’'s internal control over financial reportir

Date: August 6, 200 /sl Gary G. Greenfield
Gary G. Greenfield
Chairman of the Board of Directors,
Chief Executive Officer and President
(Principal Executive Officer




Exhibit 31.2
CERTIFICATION
I, Ken Sexton, certify tha
| have reviewed this Quarterly Report on Forr-Q of Avid Technology, Inc.

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omit to
state a material fact necessary to make the statsmmade, in light of the circumstances under which
such statements were made, not misleading witteot$p the period covered by this rep:

Based on my knowledge, the financial statementsodimer financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andcas
flows of the registrant as of, and for, the peripdssented in this repol

The registrant’s other certifying officer and | aesponsible for establishing and maintaining
disclosure controls and procedures (as definekah&hge Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defihin Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisi@ngare that material information relating to
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepare

b) Designed such internal control over financial réipg;, or caused such internal control over
financial reporting to be designed under our suigam, to provide reasonable assurance
regarding the reliability of financial reportingathe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presented in
this report our conclusions about the effectiveradgbe disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; ar

d) Disclosed in this report any change in the regmtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgt@d, or is reasonably likely to materially
affect, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of
internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registran’s board of directors (or persons performing thevedent functions)

a) All significant deficiencies and material weaknesgethe design or operation of internal cor
over financial reporting which are reasonably k& adversely affect the registram@bility tc
record, process, summarize and report financiakinétion; anc

b) Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registre’'s internal control over financial reportir

Date: August 6, 200 /sl Ken Sexton
Ken Sexton
Executive Vice President, Chief Financial Officer
and Chief Administrative Officer
(Principal Financial and Accounting Office




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Avid Technology, Inc. (the “Company”) for the
quarter ended June 30, 2009 as filed with the $g&zsiand Exchange Commission on the date herkef (t
“Report”), the undersigned, Gary G. Greenfield, @han of the Board of Directors, Chief ExecutivefiCdr
and President of the Company, and Ken Sexton, Eixecdice President, Chief Financial Officer andi€th
Administrative Officer of the Company, each herebttifies, pursuant to 18 U.S.C. Section 1350, that

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®an
Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finan@aldition
and results of operations of the Company.

Date: August 6, 200 [sl Gary G. Greenfield
Gary G. Greenfield
Chairman of the Board of Directors, Chief Executive
Officer and President
(Principal Executive Officer

Date: August 6, 200 [s/ Ken Sexton
Ken Sexton
Executive Vice President, Chief Financial
Officer and Chief Administrative Officer
(Principal Financial and Accounting Office




