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Condensed Consolidated Statements of Income  
(In thousands, except per share data; unaudited) 

 Three Months Ended  Six Months Ended  
 May 29,  

2009 
 May 30,  

2008 
 May 29,  

2009 
 May 30, 

 2008 
 

         
Revenue:         
 Products .................................................................  $ 660,055  $ 841,301  $ 1,402,254  $ 1,693,263  
 Services and support ..............................................  44,618  45,585   88,809   84,068  
  Total revenue ......................................................  704,673  886,886   1,491,063   1,777,331  
         
Total cost of revenue:         

 Products .................................................................  55,758  58,229   114,676   118,034  
 Services and support ..............................................  16,250  24,637   34,685   47,307  
  Total cost of revenue ..........................................  72,008  82,866   149,361   165,341  
         
Gross profit .................................................................  632,665  804,020   1,341,702   1,611,990  
         
Operating expenses:         
 Research and development ...................................  138,470  170,300   288,387   338,785  
 Sales and marketing ...............................................  243,209  279,365   492,700   541,960  
 General and administrative ....................................  70,818  77,078   144,869   160,007  
 Restructuring charges ............................................  3,531  —   15,801   1,431  
 Amortization of purchased intangibles ...................  15,284  17,099   30,676   34,198  
  Total operating expenses ...................................  471,312  543,842   972,433   1,076,381  
         
Operating income .......................................................  161,353  260,178   369,269   535,609  
         
Non-operating income (expense):         
 Interest and other income, net ................................  4,802  12,150   18,086   25,440  
 Interest expense .....................................................  (620)  (3,828)   (1,412)   (5,637)  
 Investment gains (losses), net ................................  (1,805)  9,506   (19,051)   18,238  
  Total non-operating income (expense), net ........  2,377  17,828   (2,377)   38,041  
Income before income taxes ......................................  163,730  278,006   366,892   573,650  
Provision for income taxes .........................................  37,659  63,096   84,386   139,361  
Net income .................................................................  $ 126,071  $ 214,910  $ 282,506  $ 434,289  

Basic net income per share .......................................  $ 0.24  $ 0.40  $ 0.54  $ 0.79  

Shares used in computing basic net income per 
share ..........................................................................  524,159  533,391   527,324   547,996  

Diluted net income per share .....................................  $ 0.24  $ 0.40  $ 0.53  $ 0.78  

Shares used in computing diluted net income per 
share ..........................................................................  528,013  542,376   531,338   557,703  
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Condensed Consolidated Balance Sheets  
(In thousands, except per share data; unaudited) 

 May 29,  November 28, 
 2009  2008 

 
ASSETS    

    
Current assets:    
 Cash and cash equivalents .............................................  $ 1,226,780  $ 886,450 
 Short-term investments ...................................................   1,437,405   1,132,752 

Trade receivables, net of allowances for doubtful 
accounts of $6,474 and $4,128, respectively ..............  

 
 262,598 

  
 467,234 

 Deferred income taxes ....................................................   76,907   110,713 
 Prepaid expenses and other assets ...............................   84,079   137,954 
  Total current assets .....................................................   3,087,769   2,735,103 
    
Property and equipment, net ..............................................   291,720   313,037 
Goodwill ..............................................................................   2,134,997   2,134,730 
Purchased and other intangibles, net .................................   148,507   214,960 
Investment in lease receivable ...........................................   207,239   207,239 
Other assets .......................................................................   193,513   216,529 
  Total assets .................................................................  $ 6,063,745  $ 5,821,598 
    

LIABILITIES AND STOCKHOLDERS’ EQUITY    
    
Current liabilities:    
 Trade payables ...............................................................  $ 42,258   $ 55,840 
 Accrued expenses ..........................................................   363,431   399,969 
 Accrued restructuring ......................................................   11,728   35,690 
 Income taxes payable .....................................................   11,024   27,136 
 Deferred revenue ............................................................   185,191   243,964 
  Total current liabilities..................................................   613,632   762,599 
    
Long-term liabilities:    
 Deferred revenue ............................................................   28,124   31,356 
 Debt .................................................................................   350,000   350,000 
 Income taxes payable .....................................................   137,240   123,182 
 Deferred income taxes ....................................................   104,490   117,328 
 Accrued restructuring ......................................................   6,559   6,214 
 Other liabilities ................................................................   22,659   20,565 
  Total liabilities ..............................................................   1,262,704   1,411,244 
    
Stockholders’ equity:    

Preferred stock, $0.0001 par value; 2,000 shares 
authorized ....................................................................  

 —   — 

 Common stock, $0.0001 par value .................................   61   61 
 Additional paid-in-capital .................................................   2,361,224   2,396,819 
 Retained earnings ...........................................................   5,195,911   4,913,406 
 Accumulated other comprehensive income ....................   27,310   57,222 
 Treasury stock, at cost (76,304 and 74,723 shares, 
   respectively),  net of reissuances ................................  

  
 (2,783,465) 

   
 (2,957,154) 

  Total stockholders’ equity ............................................   4,801,041   4,410,354 
  Total liabilities and stockholders’ equity ......................  $ 6,063,745  $ 5,821,598 
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Condensed Consolidated Statements of Cash Flows 
(In thousands; unaudited) 

 Three Months Ended  
 May 29,  

2009 
 May 30, 

2008 
Cash flows from operating activities:    
 Net income .................................................................................  $ 126,071  $ 214,910 
 Adjustments to reconcile net income to net cash 

  provided by operating activities: 
 
 

  
 

 Depreciation, amortization and accretion...................................   64,725   68,656 
 Stock-based compensation expense, net of tax ........................   40,959   48,387 
 Net investment losses ................................................................   714   914 
 Changes in deferred revenue ....................................................   (11,971)   1,795 
 Changes in operating assets and liabilities ................................   41,031   (2,871) 
    
  Net cash provided by operating activities ...............................   261,529   331,791 
    
Cash flows from investing activities:    

Purchases of short-term investments, net of sales and maturities  (203,571)   (27,100) 
 Purchases of property and equipment .......................................   (10,312)   (22,403) 

Purchases of long-term investments and other assets, net of 
sales .......................................................................................  

  
 (3,869) 

   
 (19,599) 

    
  Net cash used for investing activities .....................................   (217,752)   (69,102) 
    
Cash flows from financing activities:    
 Purchases of treasury stock .......................................................   —   (150,161) 
 Reissuances of treasury stock ...................................................   20,215   108,957 
 Repayment of borrowings under credit facility ...........................   —   (100,000) 
 Excess tax benefits from stock-based compensation ................   —   9,329 
    
  Net cash provided by (used for) financing activities ...............   20,215   (131,875) 
    
Effect of exchange rate changes on cash and cash equivalents ..   13,863   (1,094) 
Net increase in cash and cash equivalents ...................................   77,855   129,720 
Cash and cash equivalents at beginning of period ........................   1,148,925   1,032,733 
Cash and cash equivalents at end of period .................................  $ 1,226,780  $ 1,162,453 
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Second Quarter Fiscal Year 2009 Non-GAAP Results 
(In thousands, except per share data) 
The following tables show Adobe’s non-GAAP results reconciled to GAAP results included in this release. 

 Three Months Ended 
 May 29, 

2009 
 May 30, 

2008 
 February 27,  

2009 
      
Operating income:      
      
GAAP operating income...........................   $ 161,353  $ 260,178  $ 207,916 
Stock-based and deferred compensation 

expense ................................................    43,284   48,388   45,007 
Restructuring charges ..............................    3,531   —   12,270 
Amortization of purchased intangibles 

and technology license arrangements ..      29,528   41,071 
 

 29,782 
Non-GAAP operating income ...................   $ 237,696  $ 349,637  $ 294,975 
      
Net income:      
      
GAAP net income .....................................   $ 126,071  $ 214,910  $ 156,435 
Stock-based and deferred compensation 

expense ................................................    43,284   48,388   45,007 
Restructuring charges ..............................     3,531   —   12,270 
Amortization of purchased intangibles 

and technology license arrangements ..    29,528   41,071 
 

 29,782 
Investment loss (gain) ..............................     1,805   (9,506)  17,246 
Income tax adjustments ...........................    (19,182)   (22,125)   (23,990) 
Non-GAAP net income .............................    $ 185,037  $ 272,738  $ 236,750 
      
Diluted earnings per share:      
      
GAAP diluted earnings per share ............    $ 0.24  $ 0.40  $ 0.30 
Stock-based and deferred compensation 

expense ................................................    0.08   0.09   0.09 
Restructuring charges ..............................    0.01   —   0.02 
Amortization of purchased intangibles 

and technology license arrangements ..    0.06   0.08   0.06 
Investment loss (gain) ..............................    —  (0.02)   0.03 
Income tax adjustments ...........................   (0.04)  (0.05)  (0.05) 
Non-GAAP diluted earnings per share .....    $ 0.35  $ 0.50  $ 0.45 
      
Shares used in computing diluted 

earnings per share ................................    528,013   542,376 
 

 527,830 
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 Three Months Ended 
 May 29, 

2009 
 May 30, 

2008 
 February 27,  

2009 
      
Operating expenses:      
      
GAAP operating expenses ..........................   $ 471,312  $ 543,842  $ 501,121 
Stock-based and deferred compensation 

expense ...................................................    (41,892)   (47,200)  (44,904) 
Restructuring charges .................................   (3,531)   —  (12,270) 
Amortization of purchased intangibles ........      (15,284)   (17,099)  (15,392) 
Non-GAAP operating expenses ..................    $ 410,605  $ 479,543  $ 428,555 

 

 Three Months Ended 
 May 29, 

2009 
 May 30, 

2008 
 February 27,  

2009 
      
Operating margin:      
      
GAAP operating margin ..............................   22.9%  29.3%  26.4% 
Stock-based and deferred compensation 

expense ...................................................   6.1  5.5  5.7 
Restructuring charges .................................    0.5   —  1.6 
Amortization of purchased intangibles and 

technology license arrangements ............     4.2  4.6  3.8 
Non-GAAP operating margin ......................   33.7%  39.4%  37.5% 

 

Effective income tax rate:  
  
GAAP effective income tax rate ..................   23.0% 
Stock-based and deferred compensation 
expense .......................................................   0.3 
Amortization of purchased intangibles ........   0.2 
Non-GAAP effective income tax rate ..........   23.5% 
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Third Quarter Fiscal Year 2009 Non-GAAP Financial Targets  
(In millions, except per share data) 
The following tables show the Company’s third quarter fiscal year 2009 non-GAAP financial targets reconciled to 
GAAP financial targets included in this release. 

 Third Quarter  
Fiscal 2009 

 Low High 
   
Operating margin:   
   
GAAP operating margin .....................................................  20.5% 25.5% 
Stock-based and deferred compensation expense ...........  5.9 5.2 
Restructuring charges ........................................................  0.1 0.1 
Amortization of purchased intangibles ...............................  4.5 4.2 
Non-GAAP operating margin .............................................  31.0% 35.0% 

 

 Third Quarter 
Fiscal 2009 

 Low High 
Diluted earnings per share:   
   
GAAP diluted earnings per share ......................................  $ 0.20 $ 0.27 
Stock-based and deferred compensation expense ...........   0.07  0.07 
Amortization of purchased intangibles ...............................   0.06  0.06 
Income tax adjustments .....................................................  (0.03) (0.03) 
Non-GAAP diluted earnings per share ...............................  $ 0.30 $ 0.37 
   
Shares used in computing diluted earnings per share .......   531.0  529.0 

 

 
Third 

Quarter 
 Fiscal 2009 

  
GAAP effective income tax rate .........................................   22.5% 
Stock-based and deferred compensation expense ...........  0.6 
Amortization of purchased intangibles ...............................  0.4 
Non-GAAP effective income tax rate .................................   23.5% 

 

Adobe continues to provide all information required in accordance with GAAP, but believes evaluating its ongoing 
operating results may not be as useful if an investor is limited to reviewing only GAAP financial measures.  
Accordingly, Adobe uses non-GAAP financial information to evaluate its ongoing operations and for internal 
planning and forecasting purposes.  Adobe’s management does not itself, nor does it suggest that investors 
should, consider such non-GAAP financial measures in isolation from, or as a substitute for, financial information 
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prepared in accordance with GAAP.  Adobe presents such non-GAAP financial measures in reporting its financial 
results to provide investors with an additional tool to evaluate Adobe’s operating results in a manner that focuses 
on what Adobe believes to be its ongoing business operations.  Adobe’s management believes it is useful for 
itself and investors to review, as applicable,  both GAAP information that includes the stock-based and deferred 
compensation impact, restructuring charges, amortization of purchased intangibles and technology license 
arrangements, investment gains and losses, and the related tax impact of all of these items, the income tax effect 
of the non-GAAP pre-tax adjustments from the provision for income taxes, and the non-GAAP measures that 
exclude such information in order to assess the performance of Adobe’s business and for planning and 
forecasting in subsequent periods.  Whenever Adobe uses such a non-GAAP financial measure, it provides a 
reconciliation of the non-GAAP financial measure to the most closely applicable GAAP financial measure.  
Investors are encouraged to review the related GAAP financial measures and the reconciliation of these non-
GAAP financial measures to their most directly comparable GAAP financial measure as detailed above. 
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