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SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 30, 2007

or

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from              to             

Commission file number 001-33383

Super Micro Computer, Inc.
(Exact name of Registrant as specified in its charter)

Delaware 77-0353939
(State or other jurisdiction of

incorporation or organization)

(IRS Employer

Identification Number)
980 Rock Avenue

San Jose, CA 95131

(Address of principal executive offices)
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(408) 503-8000

(Registrant�s telephone number, including area code)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Sections 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act.

Large accelerated filer  ¨    Accelerated filer  ¨    Non-accelerated filer  x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

Class Outstanding Shares at November 6, 2007
Common Stock, $.001 par value per share 30,578,129 shares

Edgar Filing: Super Micro Computer, Inc. - Form 10-Q

Table of Contents 2



Table of Contents

FORM 10-Q

SUPER MICRO COMPUTER, INC.

INDEX

Page
Number

PART I FINANCIAL INFORMATION

ITEM 1: Financial Statements 3

Condensed Consolidated Balance Sheets (unaudited) as of September 30, 2007 and June 30, 2007 3

Condensed Consolidated Statements of Operations (unaudited) for the three months ended September 30, 2007 and
2006 4

Condensed Consolidated Statements of Cash Flows (unaudited) for the three months ended September 30, 2007 and
2006 5

Notes to Condensed Consolidated Financial Statements (unaudited) 6

ITEM 2: Management�s Discussion and Analysis of Financial Condition and Results of Operations 14

ITEM 3: Quantitative and Qualitative Disclosures About Market Risk 22

ITEM 4: Controls and Procedures 23

PART II OTHER INFORMATION

ITEM 1: Legal Proceedings 24

ITEM 1a: Risk Factors 25

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds 38

ITEM 3. Defaults upon Senior Securities 38

ITEM 4. Submission of Matters to a Vote of Security Holders 38

ITEM 5. Other Information 38

ITEM 6: Exhibits 39

Signatures 39

2

Edgar Filing: Super Micro Computer, Inc. - Form 10-Q

Table of Contents 3



Table of Contents

PART I: FINANCIAL INFORMATION

ITEM 1.

SUPER MICRO COMPUTER, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share amounts)

(unaudited)

September 30,
2007

June 30,
2007

ASSETS
Current assets:
Cash and cash equivalents $ 50,315 $ 50,864
Short-term investments 19,055 15,055
Accounts receivable, net of allowances of $867 and $770 at September 30, 2007 and June 30, 2007,
respectively (including amounts receivable from a related party of $1,259 and $853 at September 30, 2007 and
June 30, 2007, respectively) 40,655 33,426
Inventories, net 73,427 66,772
Deferred income taxes 6,438 5,630
Prepaid expenses and other current assets 1,893 1,759

Total current assets 191,783 173,506
Property, plant and equipment, net 32,758 31,089
Deferred income taxes-noncurrent 891 624
Other assets 566 364

Total assets $ 225,998 $ 205,583

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable (including amounts due to a related party of $27,806 and $26,094 at September 30, 2007
and June 30, 2007, respectively) $ 70,144 $ 61,453
Accrued liabilities 14,548 14,074
Income tax payable 3,140 1,489
Advances from receivable financing arrangements 905 982
Current portion of capital lease obligations 92 118
Current portion of long-term debt 317 304

Total current liabilities 89,146 78,420
Long-term capital lease obligations-net of current portion 25 40
Long-term debt-net of current portion 11,162 11,251
Other long-term liabilities 3,730 �  

Total liabilities 104,063 89,711

Commitments and contingencies (Note 10)
Stockholders� equity:
Common stock and additional paid-in capital, $0.001 par value
Authorized shares: 100,000,000
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Issued and outstanding shares: 30,377,834 and 30,205,264 at September 30, 2007 and June 30, 2007,
respectively 59,251 58,239
Deferred stock-based compensation (1,267) (1,500)
Retained earnings 63,951 59,133

Total stockholders� equity 121,935 115,872

Total liabilities and stockholders� equity $ 225,998 $ 205,583

See accompanying notes to condensed consolidated financial statements.
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SUPER MICRO COMPUTER, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except share and per share amounts)

(Unaudited)

Three Months Ended
September 30,

2007 2006
Net sales (including related party sales of $2,119 and $1,801 in three months ended September 30,
2007 and 2006, respectively) $ 117,949 $ 90,187
Cost of sales (including related party purchases of $22,108 and $24,390 in three months ended
September 30, 2007 and 2006, respectively) 94,904 72,202

Gross profit 23,045 17,985

Operating expenses:
Research and development 6,706 4,937
Sales and marketing 3,729 2,357
General and administrative 3,424 2,603
Reversal of litigation loss �  (120)

Total operating expenses 13,859 9,777

Income from operations 9,186 8,208
Interest income 538 54
Interest expense (252) (327)

Income before income tax provision 9,472 7,935
Income tax provision 3,665 3,126

Net income $ 5,807 $ 4,809

Net income per share:
Basic $ 0.19 $ 0.22
Diluted $ 0.15 $ 0.15
Shares used in per share calculation:
Basic 30,291,743 22,190,603
Diluted 38,619,263 32,214,766

See accompanying notes to condensed consolidated financial statements.
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SUPER MICRO COMPUTER, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

(Unaudited)

Three Months Ended
September 30,

2007 2006
OPERATING ACTIVITIES:
Net income $ 5,807 $ 4,809
Reconciliation of net income to net cash provided by operating activities:
Depreciation and amortization 537 346
Stock-based compensation expense 870 258
Allowance for doubtful accounts 42 16
Allowance for sales returns 1,273 954
Loss on disposal of property, plant and equipment �  2
Deferred income taxes (1,075) �  
Gain on short-term investments (198) �  
Changes in operating assets and liabilities:
Accounts receivable, net (including changes in related party balances of $(406) and $(751) during the three months
ended September 30, 2007 and 2006, respectively) (8,544) (5,295)
Inventories, net (6,655) (20,374)
Prepaid expenses and other current assets (101) (2,049)
Accounts payable (including changes in related party balances of $1,712 and $5,012 during the three months ended
September 30, 2007 and 2006, respectively) 7,072 16,930
Income tax payable 1,736 2,988
Accrued litigation loss �  (396)
Accrued liabilities 494 4,391
Other long-term liabilities 2,741 �  

Net cash provided by operating activities 3,999 2,580

INVESTING ACTIVITIES:
Proceeds from short-term investments 890 �  
Purchases of short-term investments (4,725) �  
Purchases of property, plant and equipment (580) (1,155)
Other assets (205) 6

Net cash used in investing activities (4,620) (1,149)

FINANCING ACTIVITIES:
Repayment of long-term debt (76) (156)
Proceeds from exercise of stock options 290 43
Payment of obligations under capital leases (45) (40)
Advances under receivable financing arrangements (77) (16)
Payment of offering costs (20) (721)

Net cash provided by (used in) financing activities 72 (890)

Net increase (decrease) in cash and cash equivalents (549) 541
Cash and cash equivalents at beginning of year 50,864 16,509
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Cash and cash equivalents at end of year $ 50,315 $ 17,050

Supplemental disclosure of cash flow information:
Cash paid for interest $ 252 $ 327
Cash paid for taxes $ 5 $ 137
Non-cash investing and financing activities:
Equipment purchased under capital leases $ 4 $ �  
Reversal of deferred stock-based compensation for cancellation of stock options $ 19 $ 90
Accrued costs for property, plant and equipment purchases $ 1,697 $ 288
Accrued offering costs $ 297 $ 1,805

See accompanying notes to condensed consolidated financial statements.
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SUPER MICRO COMPUTER, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 1. Organization

Super Micro Computer, Inc. was incorporated in California on September 28, 1993 and reincorporated in Delaware on March 19, 2007. Super
Micro Computer develops and provides high performance server solutions based upon an innovative, modular and open-standard architecture.
Super Micro Computer has wholly owned subsidiaries in the Netherlands and Taiwan.

Basis of Presentation

The unaudited condensed consolidated financial statements included herein have been prepared by Super Micro Computer, Inc. pursuant to the
rules and regulations of the United States Securities and Exchange Commission (�SEC�) and include the accounts of Super Micro Computer, Inc.
and its wholly-owned subsidiaries (collectively �Super Micro� or the �Company�). Certain information and footnote disclosures normally included
in financial statements prepared in accordance with United States generally accepted accounting principles have been condensed or omitted
pursuant to such rules and regulations. The information included in this Quarterly Report on Form 10-Q should be read in conjunction with
�Management�s Discussion and Analysis of Financial Condition and Results of Operations,� �Risk Factors,� �Quantitative and Qualitative Disclosures
About Market Risk,� and the Consolidated Financial Statements and Notes thereto included in the Super Micro Annual Report on Form 10-K for
the year ended June 30, 2007 (�2007 Form 10-K�) filed with the SEC.

The unaudited condensed consolidated financial statements included herein reflect all adjustments, including normal recurring adjustments,
which are, in the opinion of management, necessary for a fair presentation of consolidated financial position, results of operations and cash flows
for the periods presented. The consolidated results of operations for the three months ended September 30, 2007 and 2006 are not necessarily
indicative of the results that may be expected for future quarters or for the year ending June 30, 2008.

Principles of Consolidation

The condensed consolidated financial statements reflect the operations of Super Micro and its wholly-owned subsidiaries. All intercompany
transactions and balances have been eliminated.

Note 2. Recently Issued Accounting Standards
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EITF 07-3

In June 2007, the Financial Accounting Standards Board (�FASB�) issued Emerging Issues Task Force No. 07-3, �Accounting for Nonrefundable
Advance Payments for Goods or Services to Be Used in Future Research and Development Activities� (�EITF No. 07-3�). The EITF requires
nonrefundable advance payments for goods or services that will be used or rendered for future research and development activities should be
deferred and capitalized. Such amounts should be recognized as an expense as the related goods are delivered or the related services are
performed. EITF No. 07-3 is effective for financial statements issued for fiscal years beginning after December 15, 2007, and interim periods
within those fiscal years. The Company are currently evaluating the effects that EITF No. 07-3 will have on the Company�s consolidated
financial position, results of operations or cash flows.

Note 3. Stock-based Compensation and Stockholders� Equity

Stock Option Plan

In August 2006, the Board of Directors approved the 2006 Equity Incentive Plan (the �2006 Plan�) and reserved for issuance 4,000,000 shares of
common stock for the granting of stock options, stock appreciation rights, restricted stock awards, restricted stock units and other equity-based
awards. The number of shares reserved automatically increased on July 1, 2007 and will increase on each subsequent anniversary through 2016,
by an amount equal to the smaller of (a) three percent of the number of shares of stock issued and outstanding on the immediately preceding
June 30, or (b) a lesser amount determined by the Board of Directors. The 2006 Plan was approved by the stockholders of the Company on
January 8, 2007. The exercise price per share for options granted to employees and consultants owning shares representing more than 10% of the
Company at the time of grant cannot be less than 110% of the fair value. Incentive and nonqualified stock options granted to all other persons
shall be granted at a price not less than 100% of the fair value. Options generally expire ten years after the date of grant and options vest over
four years; 25% at the end of one year and one sixteenth per quarter thereafter. In the three months ended September 30, 2007, the Company
granted 387,576 options under the 2006 Plan. At September 30, 2007, 4,313,442 shares of common stock are available for the future grant of
stock options.

Stock-Based Compensation

The Company adopted SFAS 123(R) effective July 1, 2006 using the prospective transition method. Prior to the adoption of SFAS 123(R), the
Company accounted for its stock options issued to employees in accordance with Accounting Principles Board Opinion No. 25, Accounting for
Stock Issued to Employees (APB 25), and related interpretations in accounting for its employee stock options rather than the alternative fair
value accounting provided for under Statement of Financial Accounting Standards (�SFAS�) No. 123, Accounting for Stock-Based Compensation
(SFAS No. 123), as amended by SFAS No. 148. Under APB 25, when the exercise price of the Company�s employee and director stock options
is equal to or greater than the market price of the underlying stock on the date of grant, no compensation expense is recognized.

Determining Fair Value

Valuation and amortization method�The Company estimates the fair value of stock options granted using the Black-Scholes-option-pricing
formula and a single option award approach. This fair value is then amortized ratably over the requisite service periods of the awards, which is
generally the vesting period.

Expected Term�The Company�s expected term represents the period that the Company�s stock-based awards are expected to be outstanding and
was determined based on an analysis of the relevant peer companies� post-vest termination rates and the exercise factors.
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Expected Volatility�Expected volatility is based on a combination of the implied and historical volatility for both the Company and its peer
group.

Expected Dividend�The Black-Scholes valuation model calls for a single expected dividend yield as an input and the Company has no plans to
pay dividends.

Risk-Free Interest Rate�The risk-free interest rate used in the Black-Scholes valuation method is based on the U.S. Treasury zero coupon issues in
effect at the time of grant for periods corresponding with the expected term of option.

Estimated Forfeitures�The estimated forfeiture rate is based on the Company�s historical forfeiture rates and the estimate is revised in subsequent
periods if actual forfeitures differ from the estimate.

The fair value of stock option grants for the three months ended September 30, 2007 under SFAS 123(R) was estimated on the date of grant
using the Black-Scholes option pricing model with the following assumptions:

Three Months Ended

September 30, 2007
Risk-free interest rate 4.58%
Expected life 4.32 years
Dividend yield 0%
Volatility 45.41%
Estimated forfeitures 3.30%-15.16%
Weighted-average fair value $3.90

The total intrinsic value of options exercised during the three months ended September 30, 2007 and 2006 was $1,275,000 and $270,000,
respectively. The fair value of options accounted for in accordance with SFAS No. 123(R) and vested for the three months ended September 30,
2007 was $656,000. As of September 30, 2007, the Company�s total unrecognized compensation cost related to non-vested stock-based awards
granted since July 1, 2006 to employees and non-employee directors was $7,362,000, which will be recognized over a weighted-average vesting
period of approximately 3.75 years.

The following tables shows total stock-based compensation expense included in the condensed consolidated statements of operations for the
three month periods ended September 30, 2007 and 2006 (in thousands).

Three Months Ended
September 30,

2007 2006
Cost of sales $ 112 $ 16
Research and development 349 120
Sales and marketing 144 53
General and administrative 265 69
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