SYMANTEC CORPORATION

GAAP Consolidated Statements of Income



Three Months Ended

Six Months Ended




September 30,

September 30,

(In thousands, except per share data; unaudited)


2004

    2003

2004

2003
Net revenues

$
618,313
$
428,665
$
1,174,947
$
819,789

Cost of revenues


109,219

74,810

209,480

142,388

Gross profit

509,094
353,855
965,467
677,401

Operating expenses:


Research and development

83,816
59,596
156,700
120,201


Sales and marketing


201,886

155,705

389,818

297,542


General and administrative


27,578

21,174

51,863

47,546


Amortization of other intangibles from acquisitions


1,142

756

2,034

1,547


Amortization of deferred stock-based compensation


639

--

639

--


Acquired in-process research and development


--

1,000

2,262

1,000


Restructuring, site closures and other


1,916

2

2,776

570


Patent settlement 


--

--

--

13,917
Total operating expenses


316,977

238,233

606,092

482,323

Operating income 


192,117

115,622

359,375

195,078

Interest income


10,858

8,807

20,176

18,904

Interest expense


(5,291)

(5,291)

(10,582)


(10,582)

Income, net of expense, from sale of technologies 


and product lines


--

2,158

--
4,326

Other income (expense), net


(135)

673

985

(38)

Income before income taxes


197,549

121,969

369,954

207,688

Provision for income taxes 


61,926

38,536

117,054

65,474


Net income 

$ 
135,623
$ 
83,433
$ 
252,900
$
142,214

Net income per share – diluted*
$ 
0.38
$ 
      0.24
$ 
0.71
$          0.42

Shares used to compute net income 

 per share – diluted*


368,269

356,830

367,822

353,572

* Share and per share amounts for the three and six months ended September 30, 2003 retroactively reflect the two-for-one stock split effected as a stock dividend, which occurred on November 19, 2003.   For the three and six months ended September 30, 2004 and 2003, diluted net income per share is calculated using the if-converted method.  Under this method, the numerator excludes the interest expense from the 3% convertible subordinated notes, net of income tax, of $3.6M and $7.2M for the three and six months ended September 30, 2004 and 2003, respectively, and the denominator includes shares issuable from the assumed conversion of the 3% convertible subordinated notes.  

SYMANTEC CORPORATION

Non-GAAP Consolidated Statements of Income

Non-GAAP amounts exclude all acquisition related amortization of intangibles and amortization of deferred stock-based compensation, acquired IPR&D, patent settlement and restructuring charges.

Three Months Ended


Six Months Ended




           September 30,

            September 30,

(In thousands, except per share data; unaudited)


2004

           2003

2004

2003
Net revenues

$
618,313
$
428,665
$
1,174,947
$
819,789

Cost of revenues


96,015

64,570

185,026

123,383

Gross profit

522,298
364,095
989,921
696,406

Operating expenses:


Research and development

83,816
59,596
156,700
120,201


Sales and marketing


201,886

155,705

389,818

297,542


General and administrative


27,578

21,174

51,863

47,546
Total operating expenses


313,280

236,475

598,381

465,289

Operating income 


209,018

127,620

391,540

231,117

Interest income


10,858

8,807

20,176

18,904

Interest expense


(5,291)

(5,291)

(10,582)

  (10,582)

Income, net of expense, from sale of technologies 


and product lines


--

2,158

--
4,326

Other income (expense), net


(135)

673

985

(38)

Income before income taxes


214,450

133,967

402,119

243,727

Provision for income taxes 


68,624

42,869

128,678

77,992


Net income 

$ 
145,826
$ 
91,098
$ 
273,441
$
165,735

Net income per share – diluted*
$ 
0.41
$ 
0.27
$ 
0.76
$
0.49

Shares used to compute net income per share – diluted*


368,269

356,830

367,822

353,572

* Share and per share amounts for the three and six months ended September 30, 2003 retroactively reflect the two-for-one stock split effected as a stock dividend, which occurred on November 19, 2003.   For the three and six months ended September 30, 2004 and 2003, diluted net income per share is calculated using the if-converted method.  Under this method, the numerator excludes the interest expense from the 3% convertible subordinated notes, net of income tax, of $3.6M and $7.2M for the three and six months ended September 30, 2004 and 2003, respectively, and the denominator includes shares issuable from the assumed conversion of the 3% convertible subordinated notes.  

SYMANTEC CORPORATION

Reconciliation of Non-GAAP Gross Profit, Operating Expenses and Consolidated Statements of Income to the GAAP Gross Profit, Operating Expenses and Consolidated Statements of Income


Three Months Ended


Six Months Ended




September 30,

September 30,

(In thousands, except per share data; unaudited)


2004

    2003

2004

2003

Non-GAAP gross profit
$
522,298
$
364,095
$
989,921
$
696,406

Cost of revenues:


Amortization of acquired product rights


(13,204)

(10,240)

(24,454)

(19,005)

GAAP gross profit 

$ 
509,094
$ 
353,855
$
965,467
$
677,401

Non-GAAP operating expenses
$
313,280
$
236,475
$ 598,381

$
465,289

Operating expenses:


Amortization of other intangibles from acquisitions


1,142

756

2,034

1,547


Amortization of deferred stock-based compensation


639

--

639

--


Acquired in-process research and development


--

1,000

2,262

1,000


Restructuring, site closures and other 


1,916

2

2,776

570


Patent settlement


--

--

--

13,917
Total operating expenses


3,697

1,758

7,711

17,034

GAAP operating expenses

$ 
316,977
$ 
238,233
$
   606,092
$
482,323

Non-GAAP net income
$
145,826
$
91,098
$
273,441
$
165,735

Cost of revenues


(13,204)

(10,240)

(24,454)

  (19,005)

Operating expenses


(3,697)

(1,758)

(7,711)

  (17,034)


Income tax benefit


6,698

4,333

11,624

12,518
GAAP net income 

$ 
135,623
$ 
83,433
$ 
252,900
$
142,214

Non-GAAP and GAAP net income per share - diluted

Non-GAAP net income per share – diluted
$ 
0.41
$         0.27

$ 
0.76
$
       0.49

GAAP net income per share – diluted

$ 
0.38
$         0.24
$ 
        0.71
$
 0.42
Shares used to compute net income

   per share – diluted

368,269

356,830

367,822

353,572

SYMANTEC CORPORATION

Consolidated Balance Sheets

September 30,

March 31,
(In thousands; unaudited)


2004

2004
ASSETS


Current assets:

Cash and cash equivalents
$   2,544,877

$
2,410,331

Trade accounts receivable, net

328,166

259,152

Inventories

20,687

15,134

Current deferred income taxes

110,153

98,438

Other current assets

81,339

59,079
Total current assets

3,085,222

2,842,134

Property and equipment, net

373,211

378,367

Acquired product rights, net

127,228

120,938

Goodwill

1,378,204

1,080,759

Other long-term assets

28,396

34,300

$
4,992,261
$
4,456,498
Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payable
$
90,222
$
71,654

Accrued compensation and benefits

104,033

116,770

Current deferred revenue

1,055,956

878,716

Other accrued expenses

91,488

92,595

Income taxes payable

140,485

127,305
Total current liabilities

1,482,184

1,287,040

Convertible subordinated notes

599,923

599,987

Long-term deferred revenue

97,514

92,481

Long-term deferred tax liabilities

56,757

44,750

Other long-term obligations

5,453

6,032

Stockholders’ equity:

Common stock

3,163

3,119

Capital in excess of par value

1,714,850

1,573,466

Accumulated other comprehensive income

150,515

125,484

Deferred stock-based compensation

(6,385)

--

Retained earnings

888,287

724,139
Total stockholders’ equity

2,750,430

2,426,208

$
4,992,261
$
4,456,498
(More)


