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This Quarterly Report on Form 10-Q includes forwhroking statements within the meaning of Sectiai »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, andtigigof management,
other than statements of historical facts, maydskd to be forward-looking statements. Withoulitiirg the foregoing,
the words “believes,” “anticipates,” “plans,” “exgig” and similar expressions are intended to idefdirward-looking
statements, although not all forward-looking stagata contain these identifying words. We cannotanige that we
actually will achieve the plans, intentions or estpgions 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 be&youar control, including the factors discussedamt®P- Item 1A under
the heading “Risk Factors” in our Annual ReportFrm 10-K for the year ended December 31, 2008 aarméferenced 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 aptions, 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

March 31,
2009 2008
Net revenues:
Products $123,64: $ 168,17t
Services 27,98¢ 30,09¢(
Total net revenues 151,62¢ 198,26t
Cost of revenues:
Products 61,24¢ 85,07:
Services 15,83¢ 17,38"
Amortization of intangible asse 52C 3,25¢
Restructuring costs 79¢ _
Total cost of revenues 78,40¢ 105,71«
Gross profit 73,22: 92,55:
Operating expenses:
Research and developmt 31,05: 38,51(
Marketing and sellin 40,78: 50,32’
General and administratiy 15,11 21,94:
Amortization of intangible asse 2,37t 3,38
Restructuring costs, net 4,222 1,067
Total operating expenses 93,54 115,23(
Operating loss (20,319 (22,679
Interest incom 264 1,56:
Interest expens (50 (13€)
Other income (expense), net (61) 54
Loss before income taxes (20,266 (21,199
Benefit from income taxes, net (2,889 (49)
Net loss $ (17,27) $ (21,149
Net loss per common she- basic and diluted $ (0.47) $ (059
Weighte-average common shares outstan basic and dilute: 37,13( 39,36:

The accompanying notes are an integral part ofciedensed 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 $18,41d1$23,182 a
March 31, 2009 and December 31, 2008, respect
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 (Note 1:

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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March 31, December 31,
2009 2008
$ 98,15! $ 121,79.

33,51¢ 25,90z
80,25:¢ 103,52
95,28¢ 95,75¢
581 61z
11,07¢ 9,27¢
24,08¢ 34,08
342,95 390,94!
36,98¢ 38,32:
35,24¢ 38,14:
225,37" 225,37!
10,73: 10,80:

$ 651,29 $ 703,58!
$ 23,93 $ 29,41¢
26,02¢ 27,34¢
44,42¢ 64,51
6,11 9,25(
64,517 68,58
165,01( 199,10°
11,31¢ 11,82
176,32¢ 210,93(
42% 427
983,85¢ 980,56
(389,43 (365,43))
(117,87) (124,85))
(2,010 1,95:
474,96: 492 65!
$ 651,29 $ 703,58!




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

Three Months Ended

March 31,
2009 2008
Cash flows from operating activities:
Net loss $ (17,27) $ (21,149
Adjustments to reconcile net loss to net cash piexviby operating activitie
Depreciation and amortizatic 7,75( 12,13:
Provision for doubtful accoun 1,011 21
Non-cash provision for restructurir 92t —
Loss on disposal of fixed ass! 79 16
Compensation expense from stock grants and og 4,14¢ 2,14t
Changes in deferred tax assets and liabil (372) (18%)
Changes in operating assets and liabilit
Accounts receivabl 19,73¢ 20,44
Inventories (339 (5,889
Prepaid expenses and other current a: 7,21¢ 1,39¢
Accounts payabl (5,442 6,654
Accrued expenses, compensation and benefits aerd l@bilities (20,830) (3,669
Income taxes payab (2,957 (1,229
Deferred revenues (4,442) 11,50:
Net cash (used in) provided by operating activities (10,797) 22,20:
Cash flows from investing activities:
Purchases of property and equipm (3,637%) (3,957
Payments for other lo-term asset (577) (12€)
Purchases of marketable securi (29,9979 (16,877)
Proceeds from sales of marketable secur 22,34( 10,97:
Proceeds from notes receivable 732 —
Net cash used in investing activities (11,129 (9,979
Cash flows from financing activities:
Purchases of common stock for treas — (93,187
Payments related to the issuance of common stad&riemployee stock plans (602) (579)
Net cash used in financing activities (602) (93,76¢)
Effect of exchange rate changes on cash and casiasnts (1,118 1,58¢
Net decrease in cash and cash equiva (23,64)) (79,95))
Cash and cash equivalents at beginning of period 121,79:; 208,61¢
Cash and cash equivalents at end of period $ 98,15. $ 128,66t

The accompanying notes are an integral part ofdbiedensed 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.

Since the acquisition of Pinnacle Systems, In@G85 and through 2008, the Company was organiZzedfinee strategic
business units, Professional Video, Audio, and Gores Video, each of which was a reportable segn@mtlanuary 1,
2009, the Company transitioned to a new businegstate that combined the previous Professionaé¥idnd Consumer
Video units into a single Video reporting segméifite Company also consolidated its sales and madketams, which had
previously been aligned with the reporting segmente a single customer-facing organization. Consatly, most
marketing and selling expenses are no longer mahager controlled at the segment level and aexefiore, excluded
from the calculation of segment contribution mar@ihe change to the current presentation did rfettathe Company’s
consolidated operating results. See Note 13 famansary of the Compang’revenues and contribution margin by report
segment for the three-month periods ended Marc@19 and 2008.
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2.  NET INCOME (LOSS) PER COMMON SHARE

The following table sets forth (in thousands) ptirtcommon shares, on a weighted-average basisywre considered
anti-dilutive securities and excluded from the t@itlinet loss per share calculations because thettim exercise price per
share and the unrecognized compensation cost per slas greater than the average market priceed€ttmpany’s
common stock for the relevant period.

Three Months Ended

March 31,
2009 2008
Options 2,820 2,691
Warrant (a) — 1,155
Non-vested restricted stock and restricted stock units 945 720
Anti-dilutive potential common shares 3,765 4,566

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

Certain stock options and restricted stock unigatgd to executive officers include shares that vased on performance
and market conditions and are considered contihgessuable. The following table sets forth (in tisands) potential
common shares, on a weighted-average basis, thatrelated to such contingently-issuable stockomgtiand restricted
stock units and excluded from the calculation aitdid net loss for the relevant period.

Three Months Ended

March 31,
2009 2008
Anti-dilutive potential common shares from contingg-issuable options 1,467 902
Anti-dilutive potential common shares from contingg-issuable restricted stock units 11 9
Total anti-dilutive potential common shares fronmiogently-issuable grants 1,478 911

The following table sets forth (in thousands) commstock equivalents that were excluded from theutation of diluted
net loss per share because the effect would baldutive due to the net loss for the relevant péri

Three Months Ended

March 31,
2009 2008
Options 10 193
Non-vested restricted stock and restricted stock units 2 6
Anti-dilutive common stock equivalents 12 199

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 frameworkmeasuring
fair value in accordance with generally acceptezbanting principles and expands disclosures almutélue
measurements. SFAS No. 157 does not require anyaievalue measurements, but its provisions applgil other
accounting pronouncements that require or perrinivédue measurement. SFAS No. 157 was effectivéhfe Company’s
fiscal year beginning January 1, 2008 and for intgreriods within that year. In February 2008, B#SB issued FASB
Staff Position (“FSP”) No. 157-Effective Date of FASB Statement No. 1®&/hich delayed for one year the effective date
of SFAS No. 157 for nonfinancial assets and nomigfe liabilities, except for items that are recizgu or disclosed at fair
value in the financial statements on a recurringjéat least annually). In accordance with FSP19$G-2, the Company
deferred the application of the provisions of SR&& 157 to certain nonfinancial assets and liabgitincluding reporting
units measured at fair value in goodwill impairmesgts, nonfinancial assets and liabilities meabatdair value for
impairment assessments and nonfinancial liabilfiesestructuring activities.
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The Company’s adoption of SFAS No. 157 for its ficial assets and liabilities on January 1, 2008fanids non-financial
assets and liabilities on January 1, 2009 did agela material impact on the Company’s financiaifpan or results of
operations.

SFAS No. 157 establishes a fair value hierarchyréhguires the use of observable market data, \@kaitable, and
prioritizes the inputs to valuation techniques utgetheasure 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 kes, 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 &yimpany

Assets and Liabilities Measured at Fair Value on a Recurring Basis

The following table summarizes the Company’s failue hierarchy for financial assets and liabilitiesasured at fair value
on a recurring basis at March 31, 2009 (in thousand

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
March 31, Identical Assets Observable Inputs Inputs
2009 (Level 1) (Level 2) (Level 3)
Financial Assets
Available for sale securitie $75,22: $25,71¢ $49,50¢ $ —
Deferred compensation plan investme 577 577 — —
Financial Liabilities:
Deferred compensation pli 577 577 — —
Foreign currency forward contrac 45€ — 45€ —

On a recurring basis, the Company measures cditaincial assets and liabilities at fair value lirting cash equivalents
and investment instruments. All of the Company’shcaquivalents and investment instruments wersitiled as either
Level 1 or Level 2 in the fair value hierarchy dsviarch 31, 2009. Instruments valued using quotedket prices in active
markets and classified as Level 1 are primarily eyomarket securities. Investments valued basedh®er observable
inputs and classified as Level 2 include commeimdgder, certificates of deposit, asset-backed atitigs, discount notes,
and corporate and agency bonds. Foreign currentyams are executed in the over-the-counter retaiket with multi-
national banks and have a relatively high levedride transparency. The valuation inputs for thasruments are based on
guoted prices in active markets, and these instntsrezre classified as Level 2.

The Company uses the following valuation technigoedetermine fair values of its investment insteums:

e Money Marke: The fair value of the Company’s money market fimestment is determined using the unadjusted
quoted price from an active market of identicakts:

o Commercial Paper and Certificates of Depo3itte fair values for the Company’s commercial pap#dings and
certificates of deposit are derived from a pricmgdel using the straight-line amortized cost method incorporate
observable inputs including maturity date, issuee deredit rating of the issuer, current commergéger rate and
settlement date

o Corporate Bonds The determination of the fair value of corporatads includes the use of observable inputs from
market sources and the incorporation of relatieglitinformation, observed market movements antbs@ews intc
a pricing model




Asse-Backed Obligations The fair value of asset-backed obligations igdained using a pricing methodology
based on observable market inputs, including atysisaof pricing, spread and volatility of similasset-backed
obligations. Using the market inputs, cash flones@enerated for each tranche, the benchmark @ealdtermined
and deal collateral performance and other marketrimation is incorporated to determine the appaiprspread:s
Agency Bonds & Discount NoteThe fair value of agency bonds and discount natestments is determined using
observable market inputs for benchmark yields, Ispseads, yiel-to-maturity and relevant trade da

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

The following table summarizes the Company’s failue hierarchy for assets and liabilities measatdédir value on a
nonrecurring basis at March 31, 2009 (in thousands)

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
March 31, Identical Assets Observable Inputs Inputs
2009 (Level 1) (Level 2) (Level 3)
Liabilities:
Facilities-related restructuring accruals $ 339 % — $ 3,39¢ —

(@) Includes only those faciliti-related restructuring amounts measured or remeegat fair value during the three months ended Mat, 2009.

The Company typically uses the following valuattenhniques to determine fair values of assetsiabdilies measured on
a nonrecurring basis:

Goodwill: When performing goodwill impairment tests, the Camyp estimates the fair value of its reporting units
using an income approach, generally a discountel ffew methodology, that includes assumptionsdanpng
other things, forecasted revenues, gross profigimsroperating profit margins, working capital ledl®w, growth
rates, income tax rates, expected tax benefitdampterm discount rates, all of which require #igant judgments
by management. The Company also considers comparedoket data based on multiples of revenue asasdhe
reconciliation of the Company’s market capitaliaatto the total fair value of its reporting unitisthe estimated fair
value of any reporting unit is less that its cargyivalue, an impairment exis

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

Assets Hel-for-Sale:In accordance with SFAS No. 144, a disposal greupéasured at the lower of its carrying
amount or fair value less the cost to sell. The Gamy estimates the fair value of assets held-fleratthe lower of
cost or the average selling price in available reg!

Facilities-Related Restructuring AccrualBuring the three months ended March 31, 2009, tragany recorded
accruals, or revised estimates of previous accraatociated with exiting certain leased facilitilse Company
estimates the fair value of such liabilities, whatle discounted to net present value at an asstigkefiee interest
rate, based on observable inputs, including theargimg payments required under the existing legseements,
utilities costs based on recent invoice amountd,patential sublease receipts based on quoted inanikes for
similar sublease arrangemer




4. GOODWILL AND INTANGIBLE ASSETS

Goodwill

Gooduwill resulting from the Company’s acquisitiartensisted of the following at March 31, 2009 aned®uaber 31, 2008
(in thousands):

Video Audio Total
Balances at March 31, 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 offtilewing at March 31,
2009 and December 31, 2008 (in thousands):

March 31, 2009 December 31, 2008
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net

Completed technologies

and patent $ 6535 $ (62,665 $ 2,69: $ 6535 $ (62,003 $ 3,35¢
Customer relationshiy 63,07: (34,732 28,34( 63,072 (32,964 30,10¢
Trade name 13,71« (9,539 4,17¢ 13,71« (9,102 4,61z
License agreements 56( (519) 41 56( (491 69

$ 142,70 $ (107,455 $ 35,24¢ $142,700 $ (104,560 $ 38,14:

Amortization expense related to all intangible tssethe aggregate was $2.9 million and $6.6 omillirespectively, for the
three-month periods ended March 31, 2009 and Z2D@8 Company expects amortization of these intangibkets to be

approximately $8 million for the remainder of 2088, million in 2010, $7 million in 2011, $4 milliom 2012, $2 million ir
2013, $2 million in 2014 and $4 million thereafter.

5. ACCOUNTS RECEIVABLE

Accounts receivable, net of allowances, consistetefollowing at March 31, 2009 and DecemberZ108 (in thousands

March 31, December 31,
2009 2008
Accounts receivable $ 98,667 $ 126,70
Less:
Allowance for doubtful accoun (2,925 (3,509
Allowance for sales returns and rebates (15,489 (19,67¢)

$ 80,25: $ 103,52

The accounts receivable balances at March 31, @ad@®December 31, 2008 excluded approximately $h8lmn and $8.4
million, respectively, for large solution sales amattain distributor sales that were invoiced, foutwhich revenues had not
yet been recognized and payments were not ther




6. INVENTORIES

Inventories consisted of the following at March 2009 and December 31, 2008 (in thousands):

March 31, December 31,

2009 2008
Raw materials $ 19,96: $ 22,06"
Work in proces: 9,267 9,29¢
Finished goods 66,05¢ 64,39:

$ 95,28¢ $ 95,75t

At March 31, 2009 and December 31, 2008, the fetisfpoods inventory included inventory at custorneations of $16.7
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 March 31, 2009 and December 31, 2008 @usands):

March 31, December 31,

2009 2008
Computer and video equipment and software $ 104,48 $ 102,45
Manufacturing tooling and testbe 6,654 6,601
Office equipmen 3,30z 3,17
Furniture and fixture 10,29: 10,71«
Leasehold improvements 30,12¢ 30,65¢

154,86( 153,59¢
Accumulated depreciation and amortization (117,87) (115,279

$ 36,98t $ 38,32:

8. LONG-TERM LIABILITIES

Long-term liabilities consisted of the following ldiarch 31, 2009 and December 31, 2008 (in thougands

March 31, December 31,

2009 2008
Long-term deferred tax liabilities, net $ 363 $ 4,00z
Long-term deferred revent 3,70( 4,081
Long-term deferred rer 2,292 2,43¢
Long-term accrued restructuring 1,69¢ 1,302

$ 11,31¢  $ 11,82:

9. ACCOUNTING FOR STOCK-BASED COMPENSATION

Stock I ncentive Plans

Under its stock incentive plans, the Company maygstock awards or options to purchase the Conpaonynmon stock
to employees, officers, directors (subject to ¢gentastrictions) and consultants, generally atrtizzket price on the date of
grant. The options become exercisable over vapeu®ds, typically four years for employees and pear for non-
employee directors, and have a maximum term ofrsgears. Restricted stock and restricted stockawérds
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typically vest over four years. As of March 31, 208,737,056 shares were available for issuanceruhéd Plan, including
1,072,359 shares that may alternatively be issaethards of restricted stock or restricted stodksun

The Company records stock-based compensationtasstd on the fair value estimated in accordande SHAS No. 123
(revised 2004)Share-Based PaymefiBFAS 123(R)"), for stock-based awards grantedr d¢lie requisite service periods
for the individual awards, which generally equéls vesting period. Stock-compensation expense@rézed using the
straight-line attribution method. As permitted un8€AS 123(R), the Company generally uses the B&atloles option
pricing model to estimate the fair value of stogkian grants. The Black-Scholes model relies onmalrer of key
assumptions to calculate estimated fair values.fainealues of restricted stock awards, includiagtricted stock and
restricted stock units, are based on the intrinalaes of the awards at the date of grant.

The following table sets forth the weighted-averkgg assumptions and fair value results for stquioas with time-based
vesting granted during the three-month periods émdi@rch 31, 2009 and 2008:

Three Months Ended

March 31,
2009 2008
Expected dividend yield 0.00% 0.00%
Risk-free interest rate 1.48% 2.39%
Expected volatility 58.6% 38.7%
Expected life (in years) 4.55 4.30
Weighted-average fair value of options granted $4.83 $8.30

In December 2007, the Company began issuing stpti&res to purchase shares of Avid common stockhhédtvesting
based on market conditions or a combination ofqguardnce and market conditions. The compensatiais eosl derived
service periods for stock option grants with vestiased on market conditions or a combination dbpmance and market
conditions are estimated using the Monte Carloatadn method. For stock option grants with vestiaged on a
combination of performance and market conditions,dompensation costs are also estimated usirgjdle&-Scholes
valuation method, and compensation costs for themmts are recorded based on the higher estimagabh vesting
tranche. At March 31, 2009, the Company had 1,5dptions outstanding that had vesting basedtberainarket
conditions or a combination of performance and regaclonditions.

The following table sets forth the weighted-averkgg assumptions and fair value results for stqaioos with vesting

based on market conditions or a combination ofquardnce and market conditions granted during treeetmonth periods
ended March 31, 2009 and 2008:

Three Months Ended

March 31,
2009 2008
Expected dividend yield 0.00% 0.00%
Risk-free interest rate 3.10% 3.42%
Expected volatility 59.2% 38.4%
Expected life (in years) 4.08 4.26
Weighted-average fair value of options granted $4.22 $7.11

During the first quarter of 2008, the Company issR&,200 restricted stock units to executives asgiadhe Company’s
annual grant program that have vesting based okeheonditions or a combination of performance aratket conditions.
The compensation cost and derived service perimdhése 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 marketittons, compensation costs were also estimated tse intrinsic
value on the date of grant factored for probahil@pmpensation costs for each vesting tranche reemded based on the
higher estimate. The weighted-average fair valubese restricted stock units is $18.61 and thiwvekiservice periods
range from 3.04 to 4.75 years with a weighted ayeei 4.17 years.
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The Company estimates forfeiture rates at the simards are made based on historical turnover aagspplies these rates
in the calculation of estimated compensation cdstof March 31, 2009, the Company’s annualizedhvestied forfeiture

rates were 0% for non-employee director awardsf@%xecutive management staff and 10% for all o&émployee

awards.

The following table summarizes changes in the Camisastock option plans during the three-monthgeeénded March
31, 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 144,70C  $9.94
Exercisec (5,515 $8.42
Forfeited or expirel (323,629 $33.78
Options outstanding at March 31, 2C 4,265,84.  $29.09 6.08 $63
Options vested at March 31, 2009 or expected tb 3,764,37"  $30.06 5.91 $63
Options exercisable at March 31, 2( _1.85590.  $37.47 4.37 $63

The aggregate intrinsic values of stock optiong@sed during the three-month periods ended Matct?2G809 and 2008
were approximately $11 thousand and $0.2 milliespectively. Cash amounts received from the exedfistock options
were $46 thousand and $0.4 million for the threetihn@eriods ended March 31, 2009 and 2008, resdgtiThe
Company did not realize any actual tax benefit ftbmtax deductions for stock option exercisesmdytine three-month
periods ended March 31, 2009 and 2008 due to thediuation allowance on the Company’s U.S. defdrrax assets.

The following table summarizes changes in the Camiganon-vested restricted stock units during tire¢-month period
ended March 31, 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, 2C 989,77 $27.28
Grantec 24,50( $9.79
Vested (249,70)  $29.44
Forfeited (29,879 $28.64
Nor-vested at March 31, 20( 734,69 $25.90 1.64 $6,708
Expected to ves 621,31t $25.96 1.60 $5,673
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The following table summarizes changes in the Camisanon-vested restricted stock during the threein period ended
March 31, 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 (31,25()  $25.41
Forfeited — —
Non-vested at March 31, 20 __ 68,750  $25.41 2.72 $628

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-month period ended March 31, 2009:

Three Months Ended
March 31, 2009

Expected dividend yield 0.00%
Risk-free interest rate 1.98%
Expected volatility 50.9%
Expected life (in years) 0.25

Weighted-average fair value of shares issued $2.43

As of March 31, 2009, 936,864 shares remained @vailfor issuance under the ESPP.
Stock-Based Compensation

Stock-based compensation was included in the fatigwaptions in the Company’s condensed consolidsig@tements of
operations for the three-month periods ended Maici2009 and 2008 (in thousands):

Three Months Ended

March 31,
2009 2008
Cost of product revenur $ 35C$ 13z
Cost of services revenu 39C 98
Research and development expet 47C 362
Marketing and selling expens 821 52¢
General and administrative expen 2,11; 1,02
Total stock-based compensation $ 4,148 $ 2,14
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As of March 31, 2009, the Company had $33.6 milbbmnrecognized compensation cost before forfeguelated to non-
vested stock-based compensation awards granted imdeock-based compensation plans. This costeitecognized
over the next four years.

10. STOCK REPURCHASES

A stock repurchase program was approved by the @oyip 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, then@any’s board of directors approved a $100 millirease in the
authorized funds for the repurchase of the Commaogmmon stock. During 2007, the Company repurch888,236
shares of the Company’s common stock under theranodor a total purchase price, including commissj®f $26.6
million, or $32.92 per share. During 2008, the Camprepurchased an additional 4,254,397 shardsedfbmpany’s
common stock for a total purchase price, includinogmmissions, of $93.2 million. The average pricegtere paid for the
shares repurchased during the 2008, including cesionis, was $21.90. As of March 31, 2009, $80.8anitemained
available for future stock repurchases under thgnam. This stock repurchase program is being faitldieugh working
capital and has no expiration date.

During the three months ended March 31, 2009, thragainy repurchased 10,482 shares of restricted ftmm an
employee to pay required withholding taxes upornviisting of restricted stock.

At March 31, 2009 and December 31, 2008, treashayes held by the Company totaled 5.0 million shared 5.2 million
shares, respectively.

11. 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 ramttial or employee relations, intellectual propeights or product
performance. Settlements related to any such clammgenerally included in the “general and adriaive expenses”
caption in the Company’s consolidated statementpefations. Management does not believe thesazhaill have a
material adverse effect on the financial positiomesults of operations of the Company.

On May 24, 2007, David Engelke and Bryan Engelleifa 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 (andratys’ fees) awarded against them in litigatiathva 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 indemnification,amdJune 16, 2008,
remanded the case for a new damages trial withuictsdns that would limit the potential award tswam significantly lower
than the amount demanded in the Engelkegiplaint against Pinnacle. Because the Companyotamedict the outcome
this action at this time, no costs have been adcimeany loss contingency; however, the Compargsdwt expect this
matter to have a material effect on the Compariganicial position or results of operations.

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 conmctvith an infringement claim brought by a thirdtgawvith respect to th
Company’s products. These indemnification provisigenerally offer perpetual coverage for infringetr@aims 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 indenatific provisions. As a result, the Company belighesestimated fair val
of these indemnification provisions is minimal.

13




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

The Company, through third parties, provides |dasacing options to its customers, including esérs and, on a limited
basis, resellers. During the terms of these leagi@ish are generally three years, the Company ramam 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®ohunpaid balances. At March 31, 2009 and Dece@bg2008, the
Company’s maximum recourse exposure totaled apmabely $4.0 million and $4.6 million, respectivelhe Company
records revenues from these transactions uporhtpment of products, provided that all other revenecognition criteria,
including collectibility being reasonably assurate met. Because the Company has been providiagding options to its
customers for many years, the Company has a suiastaistory of collecting under these arrangemevitiout providing
significant refunds or concessions to the end usseller or financing party. To date, the paynusfault loss has
consistently been between 2% and 4% per year ajrigmal funded amount. The Company maintainssamee for
estimated losses under recourse lease programs dadestorical default rates applied to the fundatbunt outstanding at
period end. At March 31, 2009 and December 31, 20@8Company’s accruals for estimated losses §&/2 million and
$0.8 million, respectively.

The Company provides warranties on externally sstiend internally developed hardware. For inteyradiveloped
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 @@npany’s products is generally 90 days to one, y®# can extend up to
five years depending on the manufacturer’s warrantpcal law.

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

Three Months Ended

March 31,
2009 2008
Accrual balance at beginning of period $ 519 % 5,802
Accruals for product warrantie 1,46¢ 2,43¢
Cost of warranty claims (1,707 (2,039
Accrual balance at end of period $ 496( $ 6,20¢

12. 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-flerssurities and other investments. The followiing summary of the
Company’s comprehensive loss (in thousands):

Three Months Ended

March 31,
2009 2008
Net loss $ (17,27) $ (21,149
Net changes ir
Foreign currency translation adjustm (3,92) 3,16¢
Unrealized gains (losses) on marketable securities (41) 14
Total comprehensive loss $ (21,239 $ (17,969
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13. SEGMENT INFORMATION

Since the acquisition of Pinnacle Systems, In@G85 and through 2008, the Company was organiZzedfinee strategic
business units, Professional Video, Audio, and Gores Video, each of which was a reportable segn@mtlanuary 1,
2009, the Company transitioned to a new businegstate that combined the previous Professionaé¥idnd Consumer
Video units into a singleVideo reporting segmerite Tompany also consolidated its sales and magkttams, which had
previously been aligned with the reporting segmente a single customer-facing organization. Consatly, most
marketing and selling expenses are no longer mahager controlled at the segment level and aexetiore, excluded
from the calculation of segment contribution mardihe Company also continues to exclude certaiaratbsts and
expenses when evaluating reportable segment peaafarenand profitability, including general and adstiative expenses,
corporate research and development expenses, tiéization and impairment of acquired intangiblsets, stock-based
compensation expenses and restructuring expense<dmpany has revised the prior period segmealodisres to
conform to the current presentation. The chandbdaurrent presentation did not affect the Comjzaognsolidated
operating results.

The following is a summary of the Company’s revenaerd contribution margin by reportable segmenttferthree-month
periods ended March 31, 2009 and 2008 and a rdw@dimi of segment contribution margin to total solidated operating
loss for each period (in thousands):

Three Months Ended

March 31,
2009 2008
Revenues
Video (a) $ 87,50 $ 125,02
Audio 64,12’ 73,23¢
Total revenues $ 15162¢ $ 198,26t
Contribution Margin:
Video $ 21,280 $ 28,47(
Audio 22,73( 26,32¢
Segment contribution margin 44,01( 54,79¢
Less unallocated costs and expen
Research and developm (1,759 (1,770
Marketing and selliny (37,519 (46,46¢)
General and administrati (12,99¢) (19,38¢)
Amortization of acquisitio-related intangible asse (2,895 (6,647)
Stocl-based compensatic (4,149 (2,14%)
Restructuring costs, net (5,021 (1,069
Consolidated operating loss $ (20,319 $ (22,679

(a) Video revenues for the three months ended MarcR@19 and 2008, respectively, include revenued gillion and $18.5 million attributable to
divested or exited product line

14. RESTRUCTURING COSTS AND ACCRUALS

In October 2008, the Company initiated a companyewestructuring plan (the “Plan”) that includecdkduction 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 closafehree small facilities. In addition, as a resflthe decision to sell the
PCTV product line, the Company recorded a non-castiucturing charge of $1.9 million in cost of eeves 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.
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During the first quarter of 2009, the Company releor new restructuring charges totaling $3.6 millimdler the Plan, of
which $2.8 million was related to the closure dfaalpart of six facilities and $0.8 million, rectwd in cost of revenues,
related to the write-down of PCTV inventory. Alsorihg the first quarter of 2009, the Company reedrckvisions to
previously recorded restructuring estimates of $dilBon and $0.1 million for severance and fagildbligations,
respectively, related to the Plan. Of the totalrceturing charge of $5.0 million recorded in tinstfquarter of 2009, $2.6
million related to the Video segment, $1.0 millietated to the Audio segment and $1.4 million edab corporate
operations.

During the first quarter of 2008, the Company atiéd restructuring plans within its Video businesi and corporate
operations to eliminate duplicative business flomgiand 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 selliagms and general and administrative teams. Dunmgecond quarter of
2008, the Company recorded restructuring charg&4 .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 recordettuesiring charges of $2.0 million under these plprimarily related to
employee termination costs for 45 employees, mamthe research and development teams and gearatadministrative
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 @d&ahe employee-
related restructuring charges in accordance wetgthidance of SFAS No. 148¢ccounting for Costs Associated with Exit
Disposal Activities. In the fourth quarter of 2008, as a result ofgjes in the Company’s policies related to the datimn
of severance benefits, the Company began to acéouemployee-related restructuring charges in ataace with SFAS
No. 112,Employers’ Accounting for Postemployment BendRiéstructuring charges and accruals require sigmific
estimates and assumptions, including sub-leasene@ssumptions. These estimates and assumptionmar®red on at
least a quarterly basis for changes in circumstaod any corresponding adjustments to the acaraakcorded in the
Company’s statement of operations in the periodnagweh changes are known.

The following table sets forth the activity in thestructuring accruals for the three months endacci31, 2009 (in
thousands):

Non-Acquisition-Related Acquisition-Related
Restructuring Restructuring
Liabilities Liabilities
Facilities-
Employee- Related Facilities-
Related & Other Related Total

Accrual balance at December 31, 2008 $ 15,08 $ 2,19¢ $ 82¢ $ 18,11°
New restructuring charge operating expense¢ — 2,79¢ — 2,79¢
New restructuring charge cost of revenue — 79¢ — 79¢
Revisions of estimated liabilitie 1,35(C 88 a7 1,421
Accretion — 24 11 35
Cash payments for employ-related charge (9,349 — — (9,349
Cash payments for facilities, net of sublease ire — (46€) (102) (56¢)
Non-cash writ-offs — (925) — (925)
Foreign exchange impact on ending balance (839 (41) (18) (892)
Accrual balance at March 31, 2009 $ 6,262 $ 4,471 $ 70 $ 11,44

The employee-related accruals at March 31, 200@sept severance and outplacement costs to fomm@bgees that will
be paid out within the next twelve months and trerefore, included in the caption “accrued expsrs® other current
liabilities” in the Company’s consolidated balarsteet as of March 31, 2009.
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The facilities-related accruals at March 31, 2089esent estimated losses, net of subleases, oa gpeated as part of the
Companys restructuring actions. The leases, and paymeaisst the amounts accrued, will extend througt320iless th
Company is able to negotiate earlier terminati@fshe total facilities-related accruals, $3.5 moiil is included in the
caption “accrued expenses and other current liastiand $1.7 million is included in the captidorig-term liabilities” in
the Company’s consolidated balance sheet as ofiV&ik£2009.

15. 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 busiegis the most part, transacted through inteomati subsidiaries and
generally in the currency of the end-user custoniérerefore, the Company is exposed to the risksadhanges in foreign
currency could adversely impact its revenues, m&ime and cash flow. To hedge against the foreighange exposure of
certain forecasted receivables, payables and aahdes of foreign subsidiaries, the Company eimérsshort-term
foreign currency forward contracts. There are twjgctives of the Company’s foreign currency forweaedhtract 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 othertifeafunctional currency of the legal entity. Tédsrward contracts
typically mature within 30 days of execution.

The changes in fair value of the foreign currermyvird 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 Activities, to be treated as hedges for accounting purpd$estollowing table sets forth the effect of the
Company'’s foreign currency forward contracts reedrih the Company’s statements of operations ®thhee-month
periods ended March 31, 2009 and 2008 (in thou3ands

Amount of Gain Recognized in
Income on Derivative for the

Derivatives Not Designated as Hedging Location of Gain Recognized in Three Months Ended March 31,
Instruments under Statement 133 Income on Derivative 2009 2008
Foreign currency forward contracts ~ Marketing and selling expens:  ¢1 824 $ 779

At March 31, 2009, and December 31, 2008, the Compad foreign currency forward contracts outstagdvith notional
values of $20.9 million and $39.7 million, respeely, as hedges against forecasted foreign currdanpminated
receivables, payables and cash balances. The fotiaable sets forth the balance sheet locationfaindalues of the
Company’s foreign currency forward contracts at éhad1, 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 March 31, 2009 December 31, 2008
Financial liabilities:
Foreign currency forward Accrued expenses and other current
contracts liabilities $ 456 $ 45

See Note 3 for additional information on the faatue measurements for all financial assets anditiab, including
derivative assets and derivative liabilities, theg measured at fair value on a recurring basis.
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16. RECENT ACCOUNTING PRONOUNCEMENTS

In April 2008, the FASB issued FSP No. 142-3 (“FISR2-3"), Determination of the Useful Life of Intangible ASSESP
142-3 amends the factors an entity should congidéeveloping renewal or extension assumptions irsddtermining the
useful life of recognized intangible assets undeAS No. 142 Goodwill and Other Intangible Asset3his new guidance
applies prospectively to intangible assets thatargiired individually or with a group of other eissin business
combinations and asset acquisitions. FSP 142f8astiwe for financial statements issued for fisgahrs and interim
periods beginning after December 15, 2008. AdoptioRSP 142-3 on January 1, 2009 had no impadi@iCbompany’s
financial position or results of operations.

In April 2009, the FASB issued FSP No. 157-4, (“FIg7-4"), Determining Fair Value When the Volume and Level of
Activity for the Asset or Liability Have SignifidhnDecreased and ldentifying Transactions That Nog Orderly, which
provides guidance on determining fair value wherahs no active market or where the price inpetadpused represent
distressed sales. FSP 157-4 is effective for imemd annual periods ending after June 15, 200%#hkle adopted by the
Company beginning in the second quarter of 2008hoAigh the Company will continue to evaluate thgliaption of FSP
157-4, management does not currently believe agloptill have a material impact on the Company'sficial position or
results of operations.

In March 2008, the FASB issued SFAS No. 1Bisclosures about Derivative Instruments and Heddhativities. SFAS
No. 161 requires companies with derivative instrota¢o disclose information that should enablerfaial-statement users
to understand how and why a company uses derivatbfriments, how derivative instruments and rel&iedged items are
accounted for under SFAS No. 12®;counting for Derivative Instruments and Hedgirgivities, and how derivative
instruments and related hedged items affect a coypéinancial position, financial performance arash flows. Adoption
of SFAS No. 161 on January 1, 2009 did not haveterial impact on the Company’s financial posit@rresults of
operations.

In December 2007, the FASB issued SFAS No. 141ideev2007) (“SFAS 141(R)"Business CombinationsSFAS 141(R
makes significant changes to the accounting anortieg standards for business acquisitions. SFARRYestablishes
principles and requirements for an acquirer’s faiahstatement recognition and measurement ofdketa acquired; the
liabilities assumed, including those arising froomzactual contingencies; any contingent considmraand any
noncontrolling interest in the acquiree at the &itjan date. SFAS 141(R) amends SFAS No. Hi&;ounting for Income
Taxes, to require the acquirer to recognize changekldéramount of its deferred tax benefits that aregrizable as a result
of a business combination either in income fromtioing operations in the period of the combinatiwrdirectly in
contributed capital, depending on the circumstantils statement also amends SFAS No. Gydwill and Other
Intangible Asset, to, among other things, provide guidance forithggairment testing of acquired research and devedoy
intangible assets and assets that the acquirerdsteot to use. Adoption of SFAS 141(R) on JandaB009 did not have a
material impact on the Company’s financial positiwrresults of operations during the three montiteed March 31, 2009.
Adoption will have an impact on the accounting famd the effect will depend upon the nature ofyrfeitousiness
combinations. Adoption will also have an impactobranges in deferred tax valuation allowances aoohire tax
uncertainties related to acquisitions made priadoption.

In December 2007, the FASB issued SFAS No. Nacontrolling Interests in Consolidated Financi&thtements — an
amendment of ARB No. 58FAS No. 160 establishes new accounting and tiegastandards for the noncontrolling inte
in a subsidiary and for the deconsolidation of lastiary. Specifically, this statement requires tnhaoncontrolling interest,
or minority interest, be recognized as equity & tbnsolidated financial statements and that fireeented separately from
the parent’s equity. Also, the amounts of net ineatiributable to the parent and to the noncoimginhterest must be
included in consolidated net income on the facthefincome statement. SFAS No. 160 clarifies thahges in a parent’s
ownership interest in a subsidiary are equity @matiens if the parent retains its controlling fioal interest. In addition,
this statement requires that a parent recognizeraagy loss in net income when a subsidiary is decolidated, with such
gain or loss measured using the fair value of threcontrolling equity investment on the deconsolaatiate. Adoption of
SFAS No. 160 on January 1, 2009 did not have anahimpact on the Company’s financial positionresults of
operations.
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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, restructwimnginternal organization, improving operationdi@éncies, divesting
non-core product lines and reducing the size of outkieoce. We have established a strategic and orgtoiml foundatiol
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 13 to our ueduztindensed consolidated financial statemenksded in Item 1 of
this report for a summary of our revenues and dmurtion margin by reportable segment for the thremith periods ended
March 31, 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 March@19 @ere $151.6 million, a decrease of 24% comptréide same
period last year. By business unit, Video reverdezseased 30% and Audio revenues decreased 12fte ©37.5 million
decrease in Video revenues, decreases of $15i@mdlhd $1.6 million for Video product revenues &fideo services
revenues, respectively, were attributable to daekstr exited product lines. Unfavorable currencghemge rates and
macroeconomic conditions had a significant negatiygact on our first quarter 2009 Video and Audisanues when
compared to the first quarter of 2008. The revemdezach business unit are discussed in furtheildetthe section titled
“Results of Operations” below.

Improvements in our gross margins, coupled withrel@sed operating expenses, resulted in an imprawameur net loss
for the three-month period ended March 31, 2006hmared to the same period in 2008. Our gross margiproved to
48.3% from 46.7% for the same period last year.tReisame comparable periods, our overall reduatiaperating
expenses of $21.7 million, coupled with the imprbgeoss margins, allowed us to reduce our operdtsgby 10%. The
decrease in our operating expenses was primaglyesult of our business transformation, including product line
divestitures and the initiation of a restructurpign in the fourth quarter of 2008.

The restructuring plan includes a reduction in éoo€ approximately 500 positions, including empleyeelated to our
product line divestitures, and the closure of albarts of some of our worldwide facilities. Thetreicturing plan is intende
to improve operational efficiencies. In connectigith this plan, we have incurred or expect to inmial restructuring
charges of approximately $30 million, which prinharepresent cash expenditures. During the fouadrigr of 2008, we
recorded restructuring charges of $22.8 milliomted to this plan. During the first quarter of 206@ recorded new
restructuring charges totaling $3.6 million under plan, of which $2.8 million related to the closof all or part of six
facilities and $0.8 million, recorded in cost ofeaues, related to the write-down of PCTV invent@xgo during the first
quarter of 2009, we recorded revisions to previpustorded restructuring estimates totaling $1.Mioni We expect annu
cost savings of approximately $50 million to redtdim actions taken under this restructuring plaash expenditures
resulting from restructuring obligations totalegpagximately $9.9 million in the first quarter of @®.

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 assursptidhe preparation of our consolidated finanstatements that affe
the reported amounts of assets and liabilitiessmaes and expenses, and related disclosures dafigent assets and
liabilities. We base our estimates on historicgdexience and various other assumptions that weueetd 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 artdrigible 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 professionaicgsy and software

maintenance contracts.

Three Months Ended March 31, 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 $ 60,55! 39.9% $ 95,69¢ 48.3%  ($35,141 (36.7%),
Services revenue 26,941 17.8% 29,331 14.8% (2,384 (8.1%)
Total 87,50z 57.7% 125,02 63.1% (37,525 (30.0%,
Audio:
Product revenue 63,08¢ 41.6% 72,48( 36.5% (9,394 (13.0%;
Services revenue 1,041 0.7% 759 0.4% 282 37.2%
Total 64,127 42.3% 73,23¢ 36.9% (9,112 (12.4%),
Total net revenue! $151,62¢ 100.0% $198,26¢ 100.0% ($46,637 (23_5%:

The decrease in Video product revenues for thethrenth period ended March 31, 2009, comparedeadme period in
2008, included a decrease of $15.9 million dueitested or exited product lines. Although Videoguot revenues were
down in all geographic regions, revenues from awuoBean Video business decreased significantliyarfitst quarter,
which we believe was largely attributable to a dase in spending by broadcasters due to unfavomaddeoeconomic
conditions. Changes in currency exchange ratescalswibuted to the decrease in our Video prodeetnues.

Video services revenues are derived primarily froaintenance contracts, professional and instafia@vices, and
training. The decrease in Video services revenwsslargely attributable to a decrease of $1.6 anilln services revenues
related to divested product lines.

The decrease in Audio product revenues for theethmenth period ended March 31, 2009, comparedesdme period in
2008, was primarily the result of decreased reveffiteen our higher-end audio product lines and deswzd revenues from
foreign sources. Our Audio product revenues wekendsignificantly in Europe, which we believe waggkily attributable
to unfavorable macroeconomic conditions and chairgesrrency exchange rates. Overall, our Pro Taplyrade sales
were strong, but sales of our ICON and VENUE pradines were down, primarily, we believe, as a lestidecreased
capital expenditure budgets for our customers @$¢rhigh-end products.

Net revenues derived through indirect channels \6&# of our net revenues for the tr-month period ended March 31,
2009, compared to 73% for the same period in 2008.

International sales accounted for 55% of our ne¢meaes for the three-month period ended March 329 2compared to
60% for the same period in 2008.
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Gross Profit

Cost of revenues consists primarily of costs asgediwith:

o the procurement of components;

o the assembly, testing and distribution of finisipedducts;

e warehousing;

e customer support costs related to maintenanceamimgvenues and other services; and
o royalties for third-party software and hardwarduded 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 thegbmonth period ended March 31, 2009 included egehaf $0.8 million
for the write-down of inventory related to the ditieure of the PCTV in the fourth quarter of 2008.

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 paidntroductions and
currency exchange rate fluctuations.

Three Months Ended March 31, 2009 and 2008
(dollars in thousands)

Gross Margin

2009 Gross Margin 2008 Gross Margin % Change
Cost of products revenu $ 61,24 50.5% $ 85,07. 49.4% 1.1%
Cost of services revenu 15,83¢ 43.4% 17,38’ 42.2% 1.2%
Amortization of intangible asse 52C - 3,25¢ - -
Restructuring cost 79¢ - — - -
Total $78,40¢ 48.3% $105,71 46.7% 1.6%

Our transition to a single company-wide producto delivery organization and the divestiture @fdo margin product
lines were significant contributing factors to @nmproved product gross margins for the three-mgetfiod ended March
31, 2009, compared to the same period last yeasd tmprovements were partially offset by the inhpaicrevenues of
changes in foreign currency exchange rates.

The increase in services gross margin was primtréyresult of improved efficiencies from our cieatof a single
customer-facing organization.

Research and Development
Research and development expenses include costdaies 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 othalalement expenses.

Three Months Ended March 31, 2009 and 2008
(dollars in thousands)

2009 2008

Expenses Expenses Change % Change
Research and developm: $31,05] $38,51( ($7,459 (19.4%),
As a percentage of net reveni 20.5% 19.4% 1.1%
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The decrease in research and development expengée threanonth period ended March 31, 2009, compared taadhe
period in 2008, was primarily due to decreasedguerslyelated costs of $6.0 million resulting from reddi¢eadcount. Tt
increase in research and development expensegesisentage of revenues was the result of the deziraevenues for the
period compared to the same period in 2008.

Marketing and Selling

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

Three Months Ended March 31, 2009 and 2008
(dollars in thousands)

2009 2008

Expenses Expenses Change % Change
Marketing and selling $40,78! $50,327 ($9,546 (19.0)%
As a percentage of net reveni 26.9% 25.4% 1.5%

The decrease in marketing and selling expensdbdéahree-month period ended March 31, 2009, coetptar the same
period in 2008, was largely due to lower personatdted costs; decreased advertising, tradeshovethed promotional
expenses; lower corporate facility and informatiechnology infrastructure allocations; and favoediolreign exchange
translations, partially offset by increased badt@adpenses. Personnel-related costs decreasech$lon, primarily due to
decreased headcount; advertising, tradeshow aed pitbmotional expenses decreased $1.5 million,cangorate facility
and infrastructure allocations decreased by $1lilomi Also, net foreign exchange gains (specificalemeasurement gai
and losses on net monetary assets denominateckeigriccurrencies, offset by hedging gains and Essehich are included
in marketing and selling expenses, were $1.8 millampared to net foreign exchange gains of $0l&min the
comparable 2008 period. Bad debt expense increkils@dmillion, primarily due to increased lease défa The increase in
marketing and selling expenses as a percentagenues was the result of the decrease in revéout® period
compared to the same period in 2008.

General and Administrative

General and administrative expenses consist piliynaremployee salaries and benefits for administea executive,
finance and legal personnel; audit, legal andegjiatconsulting fees; and insurance, informaticsteays and facilities cos
Information systems and facilities costs reportéthiw general and administrative expenses are fn@tacations to other
expenses categories.

Three Months Ended March 31, 2009 and 2008
(dollars in thousands)

2009 2008

Expenses Expenses Change % Change
General and administratiy $15,11: $21,94: ($6,830 (31.1%,
As a percentage of net reveni 10.0% 11.1% (1.1%)

The decrease in general and administrative expdos#ise three-month period ended March 31, 200&)mared to the
same period in 2008, was due to decreased corgsaltid outside services costs of $3.2 million aneelopersonnel-related
costs of $2.5 million. The decrease in consulting autside services costs was largely the resuheofbsence of consulti
costs, present in the first quarter of 2008, relatethe strategic review and transformation of lmusiness. The lower
personnel-related costs were the result of redheadcount. The decrease in general and adminigmtpenses as a
percentage of revenues for the three-month peridéa& March 31, 2009 was the result of the decneasepenses for the
period compared to the same period in 2008.
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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 taaked of current quarter and anticipated futureerayes over the estimated
useful life of the developed technology, and (2) straight-line method over each developed teclyyaemaining useful
life. Amortization of developed technology is reged within cost of revenues. Amortization of custofrelated
intangibles, trade names and other identifiablarigible assets is recorded within operating exgense

Three Months Ended March 31, 2009 and 2008
(dollars in thousands)

2009 2008 Change % Change
Amortization of intangible assets recorded in adsevenue: $52( $3,25¢ ($2,734  (84.0%;
Amortization of intangible assets recorded in opegaexpense 2,37¢ 3,387 (1,012 (29.9%
Total amortization of intangible ass: $2,89¢ $6,641 ($3,746, (56.4%)
Total amortization of intangible assets as a peaaggnof net revenus 1.9% 3.3% (1.4%)

For the three-month period ended March 31, 200@\pawed to the same period in 2008, the decreammantization of
intangible assets recorded in cost of revenuegwasrily the result of the completion during 208&he amortization of
certain developed technologies related to our adtipris of Pinnacle and M-Audio. The decrease iiization recorded
in operating expenses was primarily the resulhefimpairments of intangible assets recorded irihind and fourth
quarters of 2008.

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 podine divestitures, and the closure of all ortpaf some of our
worldwide facilities. The restructuring plan isended to improve operational efficiencies. In catio@ with the plan,
during the fourth quarter of 2008, we recordedruestiring charges of $20.4 million related to enygle termination costs
and $0.5 million for the closure of three smallifiies. In addition, as a result of the decisiorsell the PCTV product line,
we recorded a non-cash restructuring charge of @illi@n in cost of revenues related to the writaash of inventory.
During the first quarter of 2009, we recorded nestnucturing charges totaling $3.6 million under ghan, of which $2.8
million was related to the closure of all or pdrsix facilities and $0.8 million, recorded in cadtrevenues, related to the
write-down of PCTV inventory. Also during the firgtiarter of 2009, we recorded revisions to previorecorded
restructuring estimates of $1.3 million and $0.1liom, respectively, for severance and facility ightions related to the
plan. We expect annual cost savings of approxim&®0 million to result from actions taken undesttestructuring 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 andnégtrative teams. During the second quarter of20@ recorded
restructuring charges of $1.0 million under thelsap primarily related to employee termination sdet 26 employees,
primarily in the research and development teamssales and marketing teams. During the third quaft2008, we
recorded restructuring charges of $2.0 million urttlese plans primarily related to employee tertmmacosts for 45
employees, primarily in the research and developrsams and general and administrative teams.
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Interest and Other Income (Expense), Net
Interest and other income (expense), net, generaligists of interest income and interest expense.

Three Months Ended March 31, 2009 and 2008
(dollars in thousands)

2009 2008 Change % Change
Interest and other income (expense), $153 $1,48: (91,328 (89.7%),
As a percentage of net reveni 0.1% 0.7% (0.6%)

The decrease in interest and other income (expemsefor the three-month period ended March 3092@ompared to the
same period in 2008, was primarily the result efdointerest rates paid on cash balances, as wéliner average cash
balances.

Benefit from Income Taxes, Net

Three Months Ended March 31, 2009 and 2008
(dollars in thousands)

2009 2008 Change
Benefit from income taxes, n ($2,889 ($49) ($2,840
As a percentage of net reveni (1.9%) (0.0%) (1.9%

Our effective tax rate, which represents a tax fieag a percentage of loss before income taxes, &6 and 0%,
respectively, for the three-month periods endeddi&l, 2009 and 2008. Our increased tax benefittiasesult of a
foreign operating loss for the three-month perindesl March 31, 2009, compared to a foreign opeagatiofit for the same
period in 2008. Additionally, in the thrementh period ended March 31, 2009 there was aatis¢ax benefit of $0.4 millic
resulting from the utilization of unused researnl development tax credits. No tax benefit is piedifor the losses
generated in the United States due to the fullatida allowance on our U.S. deferred tax assets.

Excluding the impact of our valuation allowancer effective tax rates would have been 41% and G8%fpectively, for th
three-month periods ended March 31, 2009 and Z2D@8se rates may differ from the federal statutatg of 35% due to
the net benefits recorded for discrete tax itetms jmpact of permanent differences in the UniteteStand the mix of
income and losses in foreign jurisdictions, whielvéatax rates that differ from the statutory rate.

LIQUIDITY AND CAPITAL RESOURCES
Current Cash Flows and Commitments

We have funded our operations in recent years tfir@ash flows from operations and stock option @ges. As of March
31, 2009, our principal sources of liquidity inckdicash, cash equivalents and marketable secuatamg $131.7 million

Net cash used in operating activities was $10.8anifor the three months ended March 31, 2009, ganed to $22..
million provided by operating activities for thensa period in 2008. For the three months ended Mat¢l2009, net cash
used in operating activities primarily reflected oet loss adjusted for depreciation and amortimagind stock-based
compensation expense, as well as changes in wockipital items, in particular decreases in accliaglities and account
payable, partially offset by decreases in accoreusivable and prepaid expenses. The decreaserimeadiabilities during
the first quarter of 2009 was the result of cagbeexlitures of $9.9 million related to restructurotgigations, as well as
payments for other obligations accrued at Decer@ibeR008, including taxes, tariffs and royaltiesr the three months
ended March 31, 2008, net cash provided by operatitivities primarily reflected our net loss ad@dsfor depreciation ar
amortization and stock-based compensation, asaselhanges in working capital items, in
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particular a decrease in accounts receivable amrdases in deferred revenues and accounts payablia|ly offset by an
increase in inventories and a decrease in accraleiditles.

Accounts receivable decreased by $23.2 million&@.%$ million at March 31, 2009 from $103.5 milliahDecember 31,
2008. These balances are net of allowances fos satlerns, bad debts and customer rebates, ahichwve estimate and
record based primarily on historical experiencee dcrease in accounts receivable was primarilyebet of the decrease
in revenues in the first quarter of 2009, compaeeithe fourth quarter of 2008. Days sales outstandi accounts receivat
increased from 45 days at December 31, 2008 tay8 dt March 31, 2009.

At March 31, 2009 and December 31, 2008, we heldritory in the amounts of $95.3 million and $95.i8iam,
respectively. These balances included stockrooarespand demonstration equipment inventories awstocations, as
well as inventory at customer sites related torsleipts for which we had not yet recognized revelidereview all
inventory balances regularly for excess quantiiegotential obsolescence and make appropriatestagunts as needed to
write down the inventories to reflect their estigdhtealizable value. We source inventory produsts@mponents pursus
to purchase orders placed from time to time.

Net cash flow used in investing activities was $1rhillion for the three months ended March 31, 2@@8npared to $10.
million for the same period in 2008. The net cdelvfused in investing activities for the three nfeaménded March 31,
2009 primarily reflected net purchases of $7.7ionllresulting from the timing of the sale and pa®sh of marketable
securities, as well as $3.6 million used for thechase of property and equipment. The net cashdiesd in investing
activities for the three months ended March 31,82@dimarily reflected net purchases of $5.9 millresulting from the
timing of the sale and purchase of marketable ##&esiras well as $4.0 million used for the pur@ebproperty and
equipment. Property and equipment purchases inpmribds consisted primarily of computer hardware software to
support our research and development activitiesraodmation systems.

During the three months ended March 31, 2009, aast in financing activities was $0.6 million, ccangd to $93.7
million for the same period in 2008. During theetarmonths ended March 31, 2008, the cash usedainding activities
primarily reflected the $93.2 million used for aiock repurchase program.

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 autted funds for the
repurchase of our common stock under this progEauming 2007, we repurchased 809,236 shares of@unmn stock
under the program for a total purchase price, tholy commissions, of $26.6 million. During the tan@onths ended Mar
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.

During the fourth quarter of 2008, we announcedammmitment to a restructuring plan that includesduction in force ¢
approximately 500 positions, including employedateal to product line divestitures, and the closfrall or parts of some
of our worldwide facilities. The plan is intendexdinprove operational efficiencies. In connectiathvthis restructuring, w
have incurred or expect to incur total expensespproximately $30 million, which primarily represeash expenditures.
During the fourth quarter of 2008 and the first gemof 2009, we recorded restructuring charge<uttds plan of $22.8
million and $5.0 million, respectively.

In connection with restructuring activities duriB@08 and prior periods, as of March 31, 2009, wereatructuring accrue
of $6.3 million and $5.2 million related to sevecarand lease obligations, respectively. Our futagh obligations for
leases for which we have vacated the underlyinijtfas total approximately $5.4 million. The leaaecruals represent the
present value of the excess of our lease commisr@nthe vacated space over expected paymentsézdieged on
subleases of the relevant facilities. The leasengays will be made over the remaining terms ofl¢lses, which have
varying expiration dates through 2013, unless veeadte to negotiate earlier terminations. The s payments will be
made during the next twelve months. All paymenlisteel to restructuring actions are expected taubddd through
working capital. See Note 14 of the unaudited cosdd consolidated financial statements in Item thisfreport for the
restructuring costs and accruals activity for threé¢ months ended March 31, 2009.
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Our cash requirements vary depending upon factmis &s 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 wouwddmessful in doing so or that we could do scamorfable 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 Note 3 to our unaudited condensed consetidatancial
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 litiba.

RECENT ACCOUNTING PRONOUNCEMENTS

See Notes 3 and 15 to our unaudited condensedldatsd financial statements included in Item 1hi$ report for
disclosure of the impact that recent accountingnpomcements have had or may have on our consalifiatncial
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 axaahial position are
exposed to foreign currency risk from foreign camg denominated receivables, payables, sales ttmiss and net
investments in foreign operations.

We derive more than half of our revenues from ausis outside the United States. This businessrighé 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 cayreonuld adversely impact our revenues, net incantecash 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 recdioed our 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 functionaiency 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¢nates. To the extent
these forecasts are overstated or understatedgdoeiniods of currency volatility, we could expegerunanticipated
currency gains or losses.

At March 31, 2009, we had foreign currency forweothtracts outstanding with an aggregate notionialevaf $20.9

million, denominated in the euro, British poundn@dian dollar and Japanese yen, as a hedge ageinat and forecasted
foreign currency denominated receivables, payabtescash balances. The mark-to-market effect assacwith these
contracts was a net unrealized loss of $0.5 milibMarch 31, 2009. For the three months ended IMai¢ 2009, net gains
of $1.6 million resulting from the forward contraatere included in results of operations, and tinane $0.2 million of ne
transaction and remeasurement gains on the redasals and liabilities.

Assuming the above-mentioned forecast of the hedgeet and liability positions is accurate, a higptital 10% change in
the foreign currency rates applied to both theifpreurrency forward contracts and the underlyirgasures would not
have a material impact on our results of operatibasause the impact on the forward contractsrasut of the 10%
change would at least partially offset the impatthe asset and liability positions of our foregubsidiaries.
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Interest Rate Risk

At March 31, 2009, we held $131.7 million in cashsh equivalents and marketable securities, imousihort-term
corporate obligations, asset-backed securitieggamdrnment-agency obligations. Marketable secsrdi@ classified as
“available for sale” and are recorded on the baastteet at market value, with any unrealized galoss recorded in other
comprehensive income (loss). A hypothetical 10%edase or decrease in interest rates would nothawvaterial impact on
the fair market value of these instruments duéedr tshort maturities.

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

Our management, with the participation of our cleieécutive officer and chief financial officer, évated the effectiveness
of our disclosure controls and procedures as otM&d, 2009. The term “disclosure controls and @doces,”as defined it
Rules 13a-15(e) and 13d{(e) under the Exchange Act, means controls amel grocedures of a company that are desi
to ensure that information required to be discldsed company in the reports that it files or sukminder the Exchange
Act is recorded, processed, summarized and repavién the time periods specified in the Secuatyd 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 flesubmits under the
Exchange Act is accumulated and communicated toedhgany’s management, including its principal exize and
principal financial officers, as appropriate, tal timely decisions regarding required disclosiMi@nagement recognizes
that any controls and procedures, no matter howdesigned and operated, can provide only reaseredsurance of
achieving their objectives and management necégsgplies its judgment in evaluating the cost-imelationship of
possible controls and procedures. Based on thei@iah of our disclosure controls and proceduresf ddarch 31, 2009,
our chief executive officer and chief financialioéfr concluded that, as of such date, our discéosantrols and procedures
were effective at the reasonable assurance level.

No change in our internal control over financigdaging occurred during the fiscal quarter endedde81, 2009 that he
materially affected, or is reasonably likely to evally affect, our internal control over financiaporting.
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PART Il.  OTHER INFORMATION

ITEM1. LEGAL PROCEEDINGS

We are involved in legal proceedings from timeineet arising from the normal course of businessviies, including
claims of alleged infringement of intellectual peofy rights and commercial, employment, piracy poogion and other
matters. We do not believe these matters will laweaterial adverse effect on our financial positomesults of operations.
However, our financial position or results of ogEnas may be negatively impacted by the unfavoragdelution 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 headingkRtactors” in our Annual Report on Form 10-K foe tyear ended
December 31, 2008 in addition to the other inforaraincluded or incorporated by reference in thiargerly report before
making an investment decision regarding our comstoaok. 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 three months ended March 31, 2009, twere no material changes to the risk factorsweat disclosed in Part
1 - Item 1A of our Annual Report on Form 10-K foetyear ended December 31, 2008.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
I ssuer Purchases of Equity Securities

The following table is a summary of our stock reghases during the quarter ended March 31, 2009:

Total Number of

Shares Repurchased Dollar Value of
Total Number as Part of the Shares That May
of Shares Average Price Publicly Announced Yet be Purchased
Period Repurchased(a) Paid Per Share Program Under the Program(b)
January + January 31, 200 8,50( $11.62 - $80,325,90¢
February 3 February 28, 200 - - - $80,325,90¢
March 1- March 31, 200¢ 1,982 $9.84 — $80,325,90¢

10,482 $11.2¢ - $80,325,90¢

(@) In January 2009 and March 2009, respectively, wanehased 8,500 shares and 1,982 shares of redtsimick from
an employee to pay required withholding taxes upervesting of restricted stoc

(b) A stock repurchase program was approved by ourdbafadirectors in April 2007, which authorized ttepurchase of
up to $100 million of our common stock through sactions on the open market, in block trades ceratise. In
February 2008, our board of directors approved@$tillion increase in the authorized funds for tepurchase of
our common stock under this program. During 2004 r@purchased 809,236 shares of our common statzk time
program for a total purchase price, including cossians, of $26.6 million. During 2008, we repurdtan
additional 4,254,397 shares of our common stoclafimtal purchase price, including commissions$38.2 million.
As of March 31, 2009, $80.3 million remained avaligafor future stock repurchases under the progfidra.stock
repurchase program is funded through working chaitd has no expiration da

ITEM 6. EXHIBITS

The list of exhibits, which are filed or furnishedth this report or which are incorporated herejiréference, 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: May 8, 200! By: /s/ Ken Sexton
Ken Sexton
Executive Vice President, Chief Financial Officer
and Chief Administrative Officer
(Principal Financial Officer)
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EXHIBIT INDEX

Incorporated by Refereni

Exhibit Filed with
this Form Form or SEC Filing SEC File
No. Description 10-Q Schedule Date Number
#10.1 2009 Executive Bonus Plan 8-K March 23, 2009 000-21174
31.1 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
Sarbanes-Oxley Act of 2002
31.2 Certification of Principal Financial 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
Sarbanes-Oxley Act of 2002
32.1 Certifications pursuant to 18 U.S.C. Section X

1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

# Management contract or compensatory plan identgigduant to ltem 15(a)3.
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Exhibit 31.1
CERTIFICATION
I, Gary G. Greenfield, certify tha
I have reviewed this Quarterly Report on Forr-Q of Avid Technology, Inc.

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omstéde a
material fact necessary to make the statements,nraliight of the circumstances under which suctieshents
were made, not misleading with respect to the peravered by this repol

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial don results of operations and cash flows ofréngistrant as of,
and for, the periods presented in this ref

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls
and procedures (as defined in Exchange Act Rulaslb8e) and 15d-15(e)) and internal control ovearficial
reporting (as defined in Exchange Act Rules-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedutes to
designed under our supervision, to ensure thatriabiieformation relating to the registrant, incing its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepare

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gorting
to be designed under our supervision, to provideorable assurance regarding the reliability afrfaial
reporting and the preparation of financial statet:éor external purposes in accordance with gelyeaatepte:
accounting principles

¢) Evaluated the effectiveness of the registiadtsclosure controls and procedures and presentais report ou
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovere:
by this report based on such evaluation;

d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred
during the registrant’s most recent fiscal quaftiee registrant’s fourth fiscal quarter in the casan annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrantisternal control
over financial reporting; an

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiotexhal control
over financial reporting, to the registrant’'s agdstand the audit committee of the registrant’sthad directors (or
persons performing the equivalent functiot

a) All significant deficiencies and material weaknessethe design or operation of internal contradrofinancial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize
and report financial information; a

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain
the registrar' s internal control over financial reportir

Date: May 8, 200! [s] 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
I have reviewed this Quarterly Report on Forr-Q of Avid Technology, Inc.

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omstéde a
material fact necessary to make the statements,nraliight of the circumstances under which suctieshents
were made, not misleading with respect to the peravered by this repol

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial don results of operations and cash flows ofréngistrant as of,
and for, the periods presented in this ref

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls
and procedures (as defined in Exchange Act Rulaslb8e) and 15d-15(e)) and internal control ovearficial
reporting (as defined in Exchange Act Rules-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedutes to
designed under our supervision, to ensure thatriabiieformation relating to the registrant, incing its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepare

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gorting
to be designed under our supervision, to provideorable assurance regarding the reliability afrfaial
reporting and the preparation of financial statet:éor external purposes in accordance with gelyeaatepte:
accounting principles

¢) Evaluated the effectiveness of the registiadtsclosure controls and procedures and presentais report ou
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovere:
by this report based on such evaluation;

d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred
during the registrant’s most recent fiscal quaftiee registrant’s fourth fiscal quarter in the casan annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrantisternal control
over financial reporting; an

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiotexhal control
over financial reporting, to the registrant’'s agdstand the audit committee of the registrant’sthad directors (or
persons performing the equivalent functiot

a) All significant deficiencies and material weaknessethe design or operation of internal controdiofinancia
reporting which are reasonably likely to adversaffiect the registrand’ ability to record, process, summa
and report financial information; a

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain
the registrar' s internal control over financial reportir

Date: May 8, 200! [s] 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 tiggarter ended
March 31, 2009 as filed with the Securities andtiaxge Commission on the date hereof (the “Repdh&undersigned,
Gary G. Greenfield, Chairman of the Board of Dioest Chief Executive Officer and President of ttmmpany, and Ken
Sexton, Executive Vice President, Chief Financidild®r and Chief Administrative Officer of the Compy, each hereby
certifies, 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 Ex@®Act of 1934;
and

(2) The information contained in the Report faphlgsents, in all material respects, the finanaaldition and results «
operations of the Company.

Date: May 8, 200! sl Gary G. Greenfield
Gary G. Greenfield
Chairman of the Board of Directors, Chief Executive
Officer and President
(Principal Executive Officer

Date: May 8, 200! [s] Ken Sexton
Ken Sexton
Executive Vice President, Chief Financial
Officer and Chief Administrative Officer
(Principal Financial and Accounting Office




