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This annual report on Form 10-K includes forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. For this purpose, any statements contained in this annual report that relate to future
results or events are forward-looking statements.  Forward-looking statements may be identified by use of
forward-looking words, such as "anticipate," ‘believe," "could," "estimate," "expect," "intend," "confidence," "may,"
"plan," "feel," "should," "will" and "would," or similar expressions. Actual results and events in future periods may
differ materially from those expressed or implied by these forward-looking statements. There are a number of factors
that could cause actual events or results to differ materially from those indicated or implied by forward-looking
statements, many of which are beyond our control, including the risk factors discussed in Item 1A of this annual
report. In addition, the forward-looking statements contained in this annual report represent our estimates only as of
the date of this filing and should not be relied upon as representing our estimates as of any subsequent date. While we
may elect to update these forward-looking statements at some point in the future, we specifically disclaim any
obligation to do so, whether to reflect actual results, changes in assumptions, changes in other factors affecting such
forward-looking statements or otherwise.

The information included under the heading “Stock Performance Graph” in Item 5 of this annual report is “furnished” and
not “filed” and shall not be deemed to be “soliciting material” or subject to Regulation 14A, shall not be deemed “filed” for
purposes of Section 18 of the Exchange Act or otherwise subject to the liabilities of that section, nor shall it be
deemed incorporated by reference in any filing under the Securities Act or the Exchange Act.
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PART I

ITEM 1. BUSINESS

OVERVIEW

We are a leading provider of digital media content-creation products and solutions for film, video, audio and broadcast
professionals, as well as artists and home enthusiasts. Our mission is to inspire passion, unleash creativity and enable
our customers to realize their dreams in a digital world. Anyone who enjoys movies, television or music has almost
certainly experienced the work of content creators who use our solutions to bring their creative visions to life. Around
the globe, feature films, primetime television shows, news programs, commercials, live performances and
chart-topping music hits are made using one or more of our solutions.

In late 2009, we completed a reorganization of our business around functional groups rather than product categories.
As a result, effective January 1, 2010, we commenced reporting based on a single reportable segment.

CORPORATE STRATEGY

We operate our business based on the following five customer-centric strategic principles:

•  Drive customer success.  We are committed to making each and every customer successful. Period. It’s that simple.

•  From enthusiasts to the enterprise.  Whether performing live or telling a story to sharing a vision or broadcasting
the news – we create products to support our customers at all stages.

•  Fluid, dependable workflows.   Reliability. Flexibility. Ease of Use. High Performance. We provide best-in-class
workflows to make our customers more productive and competitive.

•  Collaborative support.  For the individual user, the workgroup, a community or the enterprise, we enable a
collaborative environment for success.

•  Avid optimized in an open ecosystem.  Our products are innovative, reliable, integrated and best-of-breed.
We work in partnership with a third-party community resulting in superior interoperability.

CUSTOMER MARKET SEGMENTS

We provide digital media content-creation products and solutions to customers in the three market segments listed
below.

•  Creative Enthusiasts.  This market segment is made up of individuals who are music, film or video enthusiasts with
varying degrees of involvement in content creation, ranging from casual users to dedicated hobbyists, including
amateur musicians, disc jockeys and “prosumers.” For customers in this market segment, we offer video and audio
products and solutions at an affordable price. These products and solutions are specifically designed for the desktop
or home studio and have rich feature sets but minimal learning curves. We sell into this market segment through
storefront and on-line retailers, through specialized resellers and directly via e-commerce.
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•  Professionals.  This market segment is made up of individual artists and entities that create audio and video media
as a paid service, but who do not distribute media to end consumers on a large scale. This segment includes a
wide-ranging target audience that includes:  students and teachers in career technical education programs in high
schools, colleges and universities, as well as in post-secondary vocational schools, that prepare students for
professional media production careers in the digital workplace; independent video editors, facilities and filmmakers
that produce video media as a business but are not broadcasters; professional sound designers, editors and mixers
and facilities that specialize in the creation of audio for picture; songwriters, musicians, producers, film composers
and engineers who compose and record music professionally; and technicians, engineers, hire companies and
facilities that present, record and broadcast audio and video for live performances. For this market segment, we
offer a wide range of innovative products and solutions, including hardware- and software-based creative
production tools, scalable media storage options and collaborative workflows. These feature-rich solutions are
accessible to users of varying skill and sophistication levels. Our domain expertise also allows us to provide
customers in this market segment with a broad range of professional services. We sell into this market segment
through storefront and on-line retailers, as well as through our direct sales force and resellers.

•  Media Enterprises.  This market segment consists of broadcast, government, sports and other organizations that
acquire, create, process, and/or distribute audio and video content to a large audience for communication,
entertainment, analysis, and/or forensic purposes. Customers in this segment rely on workflows that span content
acquisition, creation, editing, distribution, sales and redistribution, that utilize all content distribution platforms,
including web, mobile, internet protocol television, cable, satellite, on-air, and various other proprietary platforms.
For this market segment, we offer a wide range of innovative, open products and solutions including hardware,
software, graphics, asset management, automation and professional services and support. We also provide a
complementary array of professional and consulting services that draw upon our domain expertise. We sell into this
market segment through our direct sales force and resellers.

INDUSTRY RECOGNITION

We have been honored over time for our technological innovation with 14 Emmy awards, a Grammy award and
two Oscar statuettes. During the past 12 months, we have received three Emmy® awards for the role the company
has played in developing innovative technology that advances and improves the way our customers in television
capture, edit and deliver media content. Our most recent acknowledgment by the National Academy of Television
Arts & Sciences came in January 2011 with an Emmy® award for the “Development and Production of Portable
Tapeless Acquisition,” which the company created in the mid-1990s with Ikegami to improve the way production
teams capture and edit video content in the field. Additionally, in 2010, we were honored by the Academy of
Television Arts & Sciences with the Philo T. Farnsworth award presented to our Digidesign subsidiary for
contributions to the state of television technology and engineering over a long period of time and our ongoing industry
importance. Separately, we also received an Emmy® Engineering plaque for Avid Media Access for its role in
dramatically improving the process of working with tapeless media. Also in 2010, we received the first-ever Technical
Excellence Award presented by the American Cinema Editors Group, or A.C.E., and a Technical Achievement award
from the Cinema Audio Society for our Pro Tools 8 professional recording and mixing software.

Although we take pride in the honors bestowed upon us, greater satisfaction comes from awards given to our
customers for the films, music and television shows they create using our solutions. The 2011 awards season once
again marked tremendous accomplishment for our customers across the music, film and television industries. More
than 45 customers who used our audio and video solutions received nominations at the 2011 Annual Academy
Awards® held on February 27, 2011, with Oscar wins going to customers in the Best Motion Picture, Sound
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Editing, Sound Mixing, Original Score, Original Song, Documentary Feature, Animated Feature, Visual Effects, and
Foreign Language Film categories. At the 53rd Grammy Awards held on February 13, 2011, more than 100 of our
customers and music school graduates contributed to Grammy nominated projects, including those who recorded
and mixed every song or album nominated for a 2011 Grammy Award in the Record of the Year and Album of the
Year categories.
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PRODUCTS AND SERVICES

We provide a broad range of software and hardware products and solutions, as well as services offerings, to address
the diverse needs, skills and sophistication levels found within our customer market segments. Information about the
geographic breakdown of our revenues and long-lived assets can be found in Note S to our Consolidated Financial
Statements in Item 8 of this Annual Report on Form 10-K.

The following table presents our revenues by type as a percentage of total net revenues for the periods indicated:

For the Year Ended December 31,
2010 2009 2008

Video product revenues 41.6% 41.2% 50.4%
Audio product revenues 40.9% 39.8% 34.1%
Total product revenues 82.5% 81.0% 84.5%

Services revenues 17.5% 19.0% 15.5%
Total revenues 100.0% 100.0% 100.0%

Video Products

Professional Video-Editing Solutions

We offer a wide range of software and hardware professional video-editing solutions. Our award-winning Media
Composer product line is widely used to edit television programs, commercials and films, while our NewsCutter and
iNews Instinct editors are designed for the fast-paced world of news production. Avid Symphony Nitris DX and Avid
DS are used during the “online” or “finishing” stage of post production, during which the final program is assembled in
high resolution with finished graphics, visual effects, color grading and audio tracks.

Sales of professional video-editing products accounted for approximately 13%, 13% and 14% of our consolidated net
revenues for 2010, 2009 and 2008, respectively.

Consumer Video-Editing Software

Our consumer video-editing products Pinnacle Studio and recently introduced Avid Studio, which was released in
February 2011, provide consumers and entry-level videographers with the ability to easily create professional-looking
videos. Our Pinnacle Studio product line is available in three configurations, Pinnacle Studio HD, Pinnacle Studio HD
Ultimate and Pinnacle Studio HD Ultimate Collection. Pinnacle Studio HD is designed for entry-level storytellers
looking for a quick and easy way to enhance and share their projects with family and friends. Pinnacle Studio HD
Ultimate and Pinnacle Studio HD Ultimate Collection offer additional features intended for advanced video
enthusiasts who require greater power, control and quality for more professional looking results. Our Avid Studio
consumer video-editing software features some of the same technology used by our professional video-editing
software to create major motion pictures, allowing hobby videographers and editing enthusiasts to make
professional-quality movies at a fraction of the cost.

Broadcast Newsroom Solutions

Our broadcast newsroom graphics, ingest, play-to-air and automation device control solutions are designed to assist
broadcasters as they bring programs from concept to air. These products accelerate the production process by enabling
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broadcasters to automate the control of ingest devices, manage teams of broadcast journalists and editors, assemble
stories into news programs, develop and deliver real-time graphics for broadcast television, and automate the process
of playing television programming to air. Our on-air solutions include AirSpeed Multistream, Deko, iNews and
Sundance Digital. In 2010, we introduced NewsVision, an end-to-end digital news production solution that enables
local and regional broadcasters to increase the quality and speed of their HD file-based productions at a compelling
price given today's constrained budgets.
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Storage and Workflow Solutions

Our Avid ISIS shared storage systems are easy-to-use, real-time, open solutions that bring the power of best-in-class
shared storage to local and regional broadcasters and post production facilities at competitive prices.  Both ISIS 5000
and ISIS 7000 are built upon proven ISIS technology used in more than 700 major media enterprises to store, share
and manage large quantities of digital media assets. Customers can improve allocation of creative resources and
support changing project needs with an open shared storage platform that includes the high-performance ISIS file
system technology on lower cost hardware, support for third-party applications like Apple Final Cut Pro and
streamlined administration to create more content more affordably.

In March 2010, we introduced the Integrated Media Enterprise, or IME, an open framework for businesses to address
the rapid changes in the media industry. IME is built around three fundamental components: an open media catalog, a
media repository and a modular, open architecture. This allows media enterprises to be agile in responding to new
opportunities, be more efficient in monetizing their assets and promote deeper collaboration across every aspect of
their business.

Avid Interplay Production is our scalable production asset management solution designed to enable large-scale
collaboration and workflow automation for our post production and broadcast customers. Interplay provides the core
infrastructure that links creative content production teams by integrating asset management, workflow automation and
security control. Interplay's modular architecture connects our editing solutions, storage solutions and ingest and
playout devices to automate complex workflow processes. This allows users to focus on creating content rather than
spending valuable resources on technical administration.

In January 2010, we acquired Blue Order Solutions AG. Blue Order’s enterprise media asset management platform,
now called Interplay Media Asset Manager, provides users with the ability to easily access and use a wide range of
media content, establish collaborative and automated workflows, and efficiently manage intellectual property assets.

Sales of  video storage and workflow products accounted for approximately 18%, 16% and 16% of our consolidated
net revenues in 2010, 2009 and 2008, respectively.

Audio Products

Digital Audio Software and Workstation Solutions

Our Pro Tools digital audio software and workstation solutions facilitate the audio production process, including
music and sound creation, recording, editing, signal processing, integrated surround mixing and mastering, and
reference video playback. Our Pro Tools platform supports a wide variety of internally developed and third-party
software plug-ins and integrated hardware. Pro Tools solutions are offered at a range of price points and are used by
professionals and aspiring professionals in music, film, television, radio, multimedia and Internet production
environments. In November 2010, we introduced Pro Tools version 9, which offers: a number of new creative options,
such as Automatic Delay Compensation to improve mixing and increase recording accuracy. Pro Tools 9 also offers
the ability to work in a software-only capacity by using the processing power of a Mac or PC and with a variety of
Avid and third party interfaces and Avid control surfaces.

We also introduced a new family of hardware interfaces for our Pro Tools software in 2010. Our Pro Tools|HD Native
system offers customers an integrated professional hardware and software solution featuring a Pro Tools|HD Native
PCIe card and running Pro Tools|HD software—delivering price-performance and simplified, open workflows for

Edgar Filing: AVID TECHNOLOGY, INC. - Form 10-K

12



recording, editing and mixing with a number of third-party digital audio workstations.

Our new HD I/O, HD OMNI and HD MADI interfaces for Pro Tools|HD enable customers to achieve high-quality
audio with improvements to digital audio conversion quality, a variety of configuration options and increased support
for open digital standards like the popular MADI protocol. Features include advances in design, filtering and clocking,
and flexible digital I/O connectivity, which offers support for a variety of formats.

Aspiring or working professionals can combine our Pro Tools LE software with our musical instrument digital
interface, or MIDI, keyboards/controllers, desktop studio monitor speakers and a wide variety of third-party products
to create music and record and mix audio on their personal computers.
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Sales of digital audio software and workstation products accounted for approximately 16%, 15% and 13% of our
consolidated net revenues in 2010, 2009 and 2008, respectively.

Control Surfaces and Live Systems

In the large-format digital mixing console category, our ICON (Integrated Console System) system features the
D-Control and D-Command mixing surfaces, our high-end, expandable hardware control surfaces for tactile control of
Pro Tools software and hardware. Our ICON systems can be customized to provide a solution for any studio,
providing from 16 to 80 channels of simultaneous control. An ICON system, integrated with a Pro Tools|HD
workstation, input-output and pre-amplification peripherals, and studio reference monitors (speakers) options,
provides an end-to-end solution for audio professionals.

Our VENUE product family includes console products for mixing audio for live sound reinforcement for concerts,
theater performances and other public address events. We offer a range of VENUE solutions that are designed for
large performance settings, such as stadium concerts, as well as medium-sized theatres and houses of worship.
VENUE systems allow the direct integration of Pro Tools systems to create and playback live recordings.

Our MIDI keyboards/controllers and our digital pianos are used by musicians in the recording studio and for live
performances.

In April 2010, we acquired Euphonix, Inc., a leader in digital audio consoles, media controllers and peripherals and
the developer of the open industry standard protocol EUCON, which enables customers to use a variety of third-party
software with control surface hardware. As a result of this acquisition, we now offer a broad range of complementary
open audio and video control surfaces and consoles designed to meet the needs of customers ranging from the
independent professional to the high-end broadcaster.

Desktop and Studio Monitors

We provide a wide range of speakers for use with desktop computer systems and in the studios of creative
independents, established professionals, commercial businesses, post production facilities and broadcasters. These
monitors provide high quality audio output at reasonable prices for those engaged in audio production or simply
personal listening.

Educational and DJ Software

Our Sibelius-branded software allows users to create, edit and publish musical scores. Sibelius software is used by
composers, arrangers and other music professionals. Student versions are also available to assist in the teaching of
music composition and score writing.

We also provide the Torq computer-based disc jockey performance software package. When combined with our
purpose-built M-Audio branded disc jockey hardware interfaces, Torq offers the flexibility and immediacy of digital
music with the traditional interaction model and improvisational potential of vinyl recordings on turntables.

Customer Support and Professional Services

Our customer success and professional services organizations provide software and application support and
professional services. Our teams of in-house and contract professionals are dedicated to helping our customers
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improve efficiencies and realize the full potential of our products and solutions. Our customer success team provides
online and telephone support and access to software upgrades for customers whose products are under warranty or
covered by a maintenance contract. Our professional services team provides installation, integration, planning,
consulting and training services.
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COMPETITION

Our customer market segments are highly competitive and subject to rapid change. Our competition is fragmented
with a large number of companies providing different types of products in different market segments and geographic
areas. We provide integrated solutions that compete based on workflow, features, quality, service and price.
Companies with which we compete in some contexts may also act as partners in other contexts, such as large
enterprise customer environments.

We compete across multiple product lines and market segments with companies such as Adobe Systems Incorporated,
Apple Inc. and Sony Corporation. In addition, other companies that compete with certain of our products and
solutions are listed below by the market segment in which they compete:

•  Creative Enthusiasts:  Corel Corporation, Magix AG, Native Instruments and Roland Corporation, among others.

•  Professionals:  Autodesk Inc., Editshare LLC, Harman International Industries Inc. and Yamaha Corporation,
among others.

•  Media Enterprises:  Bit Central Inc., Dalet S.A., EVS Corporation, Grass Valley, Harmonic Inc., Harris
Corporation, Quantel Inc. and Vizrt Ltd., among others.

SALES AND SERVICE CHANNELS

We market and sell our solutions through a combination of direct and indirect sales channels. Our direct sales channel
consists of internal sales representatives serving select customers and market segments, as well as our e-commerce
sales programs. Our indirect sales channels include global networks of independent distributors, value-added resellers,
dealers and retailers. Net revenues derived through indirect channels were approximately 65%, 66% and 70%,
respectively, for 2010, 2009 and 2008. The decreases in the percentage of revenues derived through indirect channels
were largely driven by the 2008 divestiture of our PCTV product lines and lower consumer-editing product sales, both
of which were primarily sold through indirect channels.

We have significant international operations with offices in 20 countries around the world. Revenues from our
international operations accounted for 58%, 59% and 61%, respectively, of our consolidated net revenues for 2010,
2009 and 2008. The percentage decreases in our international revenues were largely driven by divested or
discontinued product lines, which had a high percentage of international sales, and the unfavorable impact on
revenues of the changes in currency exchange rates.

We generally ship our products shortly after the receipt of an order, which is typical for our industry. Historically, a
high percentage of our revenues has been generated in the third month of each fiscal quarter and concentrated in the
latter part of that month. Accordingly, orders may exist at the end of a quarter that have not been shipped and have not
been recognized as revenues. Backlog that may exist at the end of any quarter is not a reliable indicator of future sales
levels.

We provide customer service and support directly through regional support centers and major-market field service
representatives and indirectly through dealers, value-added resellers and authorized third-party service providers.
Depending on the solution, customers may choose from a variety of support offerings, including telephone and online
technical support, on-site assistance, hardware replacement and extended warranty, and software upgrades. In addition
to support services, we offer a broad array of professional services, including installation, integration, planning and
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consulting services, and customer training. Training is also available at Avid-certified training centers around the
world.
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MANUFACTURING AND SUPPLIERS

Our manufacturing operations consist primarily of the testing of subassemblies and components purchased from third
parties, the duplication of software, and the configuration, assembly and testing of board sets, software, related
hardware components and complete systems. In addition to our internal manufacturing operations, we rely on a
network of contractors around the globe to manufacture some of our products, components and subassemblies. Our
products undergo testing and quality assurance at the final assembly stage. We depend on sole-source vendors for
certain key hardware components, although we believe that, if required, we could replace any sole-source vendor
without a material impact to our results of operations or financial position. For the risks associated with our use of
contractors and sole-source vendors, see “Risk Factors” in Item 1A of this annual report.

Our company-operated manufacturing facilities are located in: Burlington, Massachusetts; Dublin, Ireland; and
Mountain View, California. Our Burlington and Dublin operations are ISO 14001, Environmental Management
System, certified. During 2011, we will be working toward ISO 14001 certification for our Mountain View
operations.

INTELLECTUAL PROPERTY

We regard our software and hardware as proprietary and protect our proprietary interests under the laws of patents,
copyrights, trademarks and trade secrets, as well as through contractual provisions.

We have obtained patents and have registered copyrights, trademarks and service marks in the United States and in
many foreign countries. At December 31, 2010, we held 218 U.S. patents, with expiration dates through 2029, and had
43 patent applications pending with the U.S. Patent and Trademark Office. We have also registered or applied to
register various trademarks and service marks in the United States and a number of foreign countries, including Avid,
Media Composer, NewsCutter, Pro Tools, M-Audio and Sibelius. As a technology company, we regard our patents,
copyrights, trademarks, service marks and trade secrets as being among our most valuable assets, together with the
innovative skills, technical competence and marketing abilities of our personnel.

Our software is licensed to end users pursuant to shrink-wrap, embedded, click-through or signed paper license
agreements. Our products generally contain copy-protection and/or copy-detection features to guard against
unauthorized use. Policing unauthorized use of computer software is difficult, and software piracy is a persistent
problem for us, as it is for the software industry in general. This problem is particularly acute in some of the
international markets in which we operate. For the risks associated with the protection of our intellectual property, see
“Risk Factors” in Item 1A of this annual report.

RESEARCH AND DEVELOPMENT

We are committed to delivering best-in-class digital media content-creation solutions market-tailored to the unique
needs, skills and sophistication levels of our target customer market segments. We are known as a pioneer and
innovator of digital media content-creation solutions with research and development, or R&D, operations around the
globe. Our R&D efforts are focused on the development of digital media content-creation tools and workgroup
solutions that operate primarily on the Mac and Windows platforms. Our R&D efforts also include networking and
storage initiatives intended to deliver standards-based media transfer and media asset management tools, as well as
stand-alone and network-attached media storage systems for workgroups. In addition to our internal R&D efforts, we
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are offshoring an increasing portion of certain R&D projects to internationally based partners. Our R&D expenditures
for 2010, 2009 and 2008 were $120.2 million, $121.0 million and $148.6 million, respectively, which represented
18%, 19% and 18% of our net revenues, respectively. For the risks associated with our use of partners for R&D
projects, see “Risk Factors” in Item 1A of this annual report.

Our company-operated R&D operations are located in: Burlington, Massachusetts; Daly City, California; Irwindale,
California; Madison, Wisconsin; Mountain View, California; Kaiserslautern, Germany; Montreal, Canada; London,
England; and Munich, Germany.
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OPERATIONS

We are headquartered in Burlington, Massachusetts, with operations in North America, South America, Europe, Asia
and Australia. At December 31, 2010, our worldwide workforce consisted of 1,960 employees and 497 external
contractors.

AVID GREEN INITIATIVE

Our initial “green” activities focused on compliance with such environmental initiatives as the Waste Electrical and
Electronic Equipment Directive, or WEEE, and Restriction of the use of certain Hazardous Substances in electrical
and electronic equipment, or RoHS, and we provide for the recycling of our products and removal of specific toxic
substances that may be found in our products as required by environmental regulations. We have since broadened our
focus to include the development of our “Design for Environment” program, which incorporates environmental
considerations into products from initial concept to end-of-life, as well as our Corporate Environment Management
System.

In early 2010, we released our Avid Environmental Policy, which is based on the principle that it is our responsibility
to minimize our impact on the environment and establishes the following environmental goals:

•  Endorse product stewardship by adopting and integrating Design for Environment practices to minimize
environmental impact throughout the product lifecycle.

•  Promote environmental responsibility in our supply chain.

•  Adopt the principles of reduce, reuse, and recycle while promoting waste-reduction programs in our global
operations.

•  Continue compliance with global laws and directives affecting our products and operations.

Also during 2010, we released our Environmental Packaging Standard, which calls for a transition to between 50%
and 75% recycled content in packaging materials, environmentally friendly inks and reduced packaging sizes. The
latest versions of our Media Composer, Symphony, NewsCutter and Pro Tools products ship with electronic manuals
only, reducing the packaging sizes by approximately 85%. We will continue to reduce documentation package sizes
for the next releases of many of our products.

In 2010, 2009 and 2008, we incurred expenses of approximately $0.6 million, $0.7 million and $0.7 million,
respectively, that were directly related to our environmental programs. We expect our 2011 environmental costs to
remain approximately the same as our 2010 costs.

WEB SITE ACCESS

We make available free of charge on our website, www.avid.com, copies of our annual reports on Form 10-K, our
quarterly reports on Form 10-Q, our current reports on Form 8-K and all amendments to those reports as soon as
practicable after filing with the Securities and Exchange Commission. Additionally, we will provide paper copies of
all of these filings free of charge upon request. Alternatively, these reports can be accessed at the SEC’s Internet
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website at www.sec.gov. The information contained on our web site shall not be deemed incorporated by reference in
any filing under the Securities Act or the Exchange Act.
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ITEM 1A. RISK FACTORS

Investing in our common stock involves a high degree of risk. You should carefully consider the risks and
uncertainties described below in addition to the other information included or incorporated by reference in this annual
report before making an investment decision regarding our common stock. If any of the following risks were to
actually occur, our business, financial condition or operating results would likely suffer, possibly materially, the
trading price of our common stock could decline, and you could lose part or all of your investment.

Our success depends in significant part on our ability to provide innovative products and solutions in response to
dynamic and rapidly evolving market demand.

To succeed in our market, we must deliver innovative products and solutions. Innovation requires both that we
accurately predict future market trends and customer expectations and that we possess the flexibility to quickly adapt
our development efforts in response. Predicting market trends is difficult, as our market is dynamic and rapidly
evolving. Additionally, given the complex, sophisticated nature of our solutions and our typically lengthy product
development cycles, we may not be able to rapidly change our product direction or strategic course. If we are unable
to accurately predict market trends or adapt to evolving market conditions, our ability to capture customer demand
will suffer and our market reputation and financial performance will be negatively affected. Even to the extent we
make accurate predictions and possess the requisite flexibility to adapt, we may be able to pursue only a handful of
possible innovations as a result of limited resources. Our success, therefore, further depends on our ability to identify
and focus on the most promising innovations.

When we do introduce new products, our success depends on our ability to manage a number of risks associated with
new products including but not limited to timely and successful product launch, market acceptance, and the
availability of products in appropriate locations, quantities and costs to meet demand.  If we fail to manage new
product introductions and transitions properly, our financial condition and operating results could be harmed.

The rapid evolution of the media industry is changing our customers’ needs, businesses and revenue models, and if we
cannot anticipate or adapt quickly, our business will be harmed.

The media industry has rapidly and dramatically transformed in the last five years and is continuing to do so as free
content, minimal entry costs for creation and distribution, and the expansion of mobile devices have become
prevalent.  As a result, our traditional customers’ needs, businesses and revenue models are changing often in ways that
deviate from our core strengths and traditional bases.  If we cannot anticipate these changes or adapt to them quickly,
our business will be harmed.  For example, traditional advertising channels face competition from web and mobile
platforms and diminished revenue from traditional advertising will cause some customers’ budgets for purchase of our
solutions to decline; this may be particularly true among local television stations, which in the past have been an
important customer segment for us.  Additionally, our customers may also seek to pool or share facilities and
resources with others in their industry and engage with providers of software as a service.  Open platforms, online
collaboration tools, software as a service, growing demand for an increasing array of mobile computing devices and
the development of cloud-based computing are replacing the traditional software and hardware infrastructures and
maintenance models and may reduce demand for some of our existing products and services.  Additionally new or
non-traditional competitors may arise or adapt in response to this evolution of the media industry, which could create
downward price pressure on our products and solutions and reduce our market share and revenue opportunities.
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The market segments in which we operate are highly competitive, and our competitors may be able to draw upon a
greater depth and breadth of resources than those that are available to us.

We operate in highly competitive market segments characterized by pressure to innovate, expand feature sets and
functionality, accelerate new product releases and reduce prices. Markets for certain of our products also have limited
barriers to entry. Customers consider many factors when evaluating our products relative to those of our competitors,
including innovation, ease of use, feature sets, functionality, reliability, performance, reputation, and training and
support, and we may not compare favorably against our competitors in all respects. Some of our current and potential
competitors have longer operating histories, greater brand recognition and substantially greater financial, technical,
marketing, distribution and support resources than we do. As a result, they may be able to deliver greater innovation,
respond more quickly to new or emerging technologies and changes in market demand, devote more resources to the
development, marketing and sale of their products, successfully expand into emerging and other international markets,
or price their products more aggressively than we can.  There is an additional risk of consolidation among our
competitors, which could result in fewer, more effective competitors.  We also have the challenge of protecting our
product roadmap and new product initiatives from leaks to competitors that might reduce or eliminate any innovative
edge that we seek to gain.

Our revenues and operating results are difficult to predict and may fluctuate from period to period.

Our revenues and operating results may be materially affected by a number of factors, which include, but are not
limited to:

•  timing and market acceptance of new product introductions by us and our competitors;

•  changes in customer demand for our products;

•  competitive pressure on product pricing;

•  changes in product, service or geographic mix;

•  the timing of large or enterprise-wide sales and our ability to recognize revenues from such sales;

•  length of sales cycles and associated costs;

•  global macroeconomic conditions;

•  fluctuations in foreign currency exchange rates;

•  reliance on third-party reseller and distribution channels;

•  cost of third-party technology or components incorporated into or bundled with products sold;

•  operational efficiency and effectiveness in a complex organization;

•  changes in operating expenses;

•  price protections and provisions for inventory obsolescence extended to resellers and distributors;
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•  seasonal factors, such as higher consumer demand at year-end;

•  remedial costs and reputational harm associated with product defects or errors; and

•  complex accounting rules for revenue recognition.

The occurrence and interaction of these variables may cause our revenues and operating results to fluctuate from
period to period. As a result, period-to-period comparisons of our revenues and operating results may not provide a
good indication of our future performance.
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Our international operations expose us to additional legal, regulatory and other risks that we do not face in the United
States.

We derive more than half of our revenues from customers outside of the United States, rely on foreign contractors for
the supply and manufacture of many of our products and conduct significant research and development activities
overseas.  Our international operations are subject to a variety of risks that we do not face in the United States,
including:

•  the financial and administrative burdens associated with compliance with a myriad of environmental, tax and export
laws, as well as other business regulations in foreign jurisdictions, including high compliance costs, inconsistencies
among jurisdictions, and a lack of administrative or judicial interpretative guidance;

•  reduced or varied protection for intellectual property rights in some countries;

•  fluctuations in foreign currency exchange rates;

•  longer collection cycles for accounts receivable payment cycles and difficulties in enforcing contracts;

•  difficulties in managing and staffing international implementations and operations;

•  potentially adverse tax consequences, including the complexities of foreign value added or other tax systems and
restrictions on the repatriation of earnings;

•  increased financial accounting and reporting burdens and complexities;

•  costs and delays associated with developing products in multiple languages; and

•  economic, social and political instability abroad and international security concerns in general.

Our overall success in international markets depends, in part, on our ability to succeed in differing legal, regulatory,
economic, social and political conditions. We may not be successful in developing, implementing or maintaining
policies and strategies that will be effective in managing these risks in each country where we do business. Our failure
to manage these risks successfully could harm our international operations, reduce our international sales and increase
our costs, thus adversely affecting our business, operating results and financial condition.

Fluctuations in foreign exchange rates may result in short-term currency exchange losses and could adversely affect
our revenues from foreign markets and our manufacturing costs in the long term.

Our international sales are, for the most part, transacted through foreign subsidiaries and generally in the currency of
the end-user customers.  Consequently, we are exposed to short-term currency exchange risks that may adversely
affect our revenues, operating results and cash flows. The majority of our international sales are transacted in euros
and to hedge against the dollar/euro exchange exposure of the resulting forecasted receivables, cash balances and
revenues, we commonly enter into foreign currency forward-exchange contracts. The success of our hedging programs
depends on the accuracy of our forecasts of transaction activity in euros. To the extent that these forecasts are over- or
understated during periods of currency volatility, we may experience currency gains or losses. Our hedging activities
may only offset a portion of the adverse financial impact resulting from unfavorable movement in dollar/euro
exchange rates, which could adversely affect our financial position or results of operations.
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Furthermore, the significance to our business of sales in Europe subjects us to risks associated with long-term changes
in the dollar/euro exchange rate.  A sustained strengthening of the U.S. dollar against the euro would decrease our
expected future U.S. dollar revenue from European sales and could have a significant adverse effect on our overall
profit margins.  During 2010, economic instability in Europe, including concern over sovereign debt in Greece,
Ireland and certain other European Union countries, caused significant fluctuations in the value of the euro relative to
those of other currencies, including the U.S. dollar.  Continuing uncertainty regarding economic conditions, including
the solvency of these countries and the stability of the eurozone, could lead to significant long-term economic
weakness and reduced economic growth in Europe, the occurrence of which, or the potential occurrence of which,
could lead to a sustained strengthening of the U.S. dollar against the euro, adversely affecting the profitability of our
European operations.
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In addition, we source and manufacture many of our products in China and our costs may increase should the
renminbi not remain stable with the U.S. dollar.  Although the renminbi is pegged against a basket of currencies
determined by the People’s Bank of China, the renminbi may appreciate or depreciate significantly in value against the
U.S. dollar in the long term.  In addition, if China were to permit the renminbi to float to a free market rate of
exchange, it is widely anticipated that the renminbi would appreciate significantly in value against U.S. dollar.  An
increase in the value of the renminbi against the U.S. dollar would have the effect of increasing the labor and
production costs of our Chinese manufacturers in U.S. dollar terms, which may result in their passing such costs to us
in the form of increased pricing, which would adversely affect our profit margins if we could not pass those price
increases along to our customers.

Economic weakness and uncertainty could adversely affect our revenue, gross margin and expenses.

Our revenue and gross margin depend significantly on worldwide economic conditions and the demand for our
products and services in the markets in which we compete. Economic weakness and uncertainty have resulted, and
may result in the future, in decreased revenue, gross margin, earnings or growth rates and difficulty managing
inventory levels. Sustained uncertainty about global economic conditions may adversely affect demand for our
products and services and could cause demand to differ materially from our expectations. Economic weakness and
uncertainty also make it more difficult for us to make accurate forecasts of revenue, gross margin and expenses.

The inability of customers to obtain credit in the future may impair their ability to make timely payments to us.
Tightening of credit by financial institutions could also lead customers to postpone spending or to cancel, decrease or
delay their existing or future orders with us. Customer insolvencies could negatively impact our revenues and our
ability to collect receivables. Financial difficulties experienced by our suppliers or distributors could result in product
delays, increased accounts receivable defaults and inventory challenges.  Since we are unable to predict the pace and
scope of the global economic recovery and whether economic conditions could deteriorate again, we may record
additional charges relating to restructuring costs or the impairment of assets and our business and results of operations
could be materially and adversely affected.

We have incurred net losses in each of our three most recently completed fiscal years and we may continue to incur
net losses in future periods.

We have incurred, on the basis of U.S. generally accepted accounting principles, net losses in each of the past three
fiscal years: $37.0 million in 2010, $68.4 million in 2009, and $198.2 million in 2008. These losses, among other
things, adversely affect our stockholders’ equity and working capital. These losses, and the principal factors or
components underlying them, are discussed in “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” in Item 7 of this annual report. We cannot be certain when, or if, our operations will return to
profitability or, if we do return to profitability whether it can be sustained.

Potential acquisitions could be difficult to integrate, disrupt our business, dilute stockholder value or impair our
financial results.

As part of our business strategy, we periodically acquire companies, technologies and products that we believe can
improve our ability to compete in our existing customer market segments or will allow us to enter new markets. The
potential risks associated with any acquisition include, but are not limited to:

•  failure to realize anticipated returns on investment, cost savings and synergies;
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•  difficulty in assimilating the operations, policies and personnel of the acquired company;

•  combining product offerings and entering into new markets in which we may not have experience;

•  distraction of management’s attention from normal business operations;

•  potential loss of key employees of the acquired company;
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•  difficulty implementing effective internal controls over financial reporting and disclosure controls and procedures;

•  impairment of relationships with customers or suppliers;

•  possibility of incurring impairment losses related to goodwill and other intangible assets; and

•  unidentified issues not discovered in due diligence, which may include product quality issues or legal or other
contingencies.

In order to complete an acquisition, we may issue common stock, potentially creating dilution for existing
stockholders. We may borrow to finance an acquisition, and the amount and terms of any potential future
acquisition-related borrowings, as well as other factors, could affect our liquidity and financial condition and
potentially our credit ratings. In addition, our effective tax rate on an ongoing basis is uncertain, and business
combinations and investment transactions could impact our effective tax rate. We may experience risks relating to the
challenges and costs of closing a business combination or investment transaction and the risk that an announced
business combination or investment transaction may not close. As a result, any completed, pending or future
transactions may contribute to financial results that differ from the investment community's expectations in a given
quarter.

Our success depends in part on our ability to retain competent and skilled management and technical, sales and other
personnel.

We are highly dependent upon the continued service and performance of our management team and key technical,
sales and other personnel and our success will depend in part upon our ability to retain these employees in a
competitive job market.  We rely on cash bonuses and equity awards as significant compensation and retention tools
for key personnel.  In addition to compensation, we seek to foster an innovative work culture to retain employees. We
also rely on the attractiveness of developing technology for the film, television and music industries as a means of
retention.  However, we also face challenges in retaining our key personnel as we have undergone a significant
business transformation over the last several years that has resulted in changes in management, employee turnover and
resulting strain on our internal resources and personnel. Our competitors may in some instances be able to offer a
more established or more dynamic work environment, higher compensation or more opportunities to work with
cutting-edge technology than we can.  If we are unable to retain our key personnel, we would be required to expend
significant time and financial resources to identify and hire new qualified personnel, which might significantly delay
or prevent the achievement of our business objectives.

We obtain hardware product components and finished goods under sole-source supply arrangements, and any
disruptions to these arrangements could jeopardize the manufacturing or distribution of certain of our hardware
products.

Although we generally prefer to establish multi-source supply arrangements for our hardware product components and
finished goods, multi-source arrangements are not always possible or cost-effective. We consequently depend on
sole-source suppliers for certain hardware product components and finished goods, including some critical items. We
do not generally carry significant inventories of, and may not in all cases have guaranteed supply arrangements for
these sole-sourced items. If any of our sole-source suppliers were to cease, suspend or otherwise limit production or
shipment, or adversely modify supply terms or pricing, our ability to manufacture, distribute and service our products
may be impaired and our business could be harmed. We cannot be certain that we will be able to obtain sole-sourced
components or finished goods, or acceptable substitutes, from alternative suppliers or that we will be able to do so on
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commercially reasonable terms. We may also be required to expend significant development resources to redesign our
products to work around the exclusion of any sole-sourced component or accommodate the inclusion of any substitute
component.
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Our engagement of contractors for product development and manufacturing may reduce our control over those
activities, provide uncertain cost savings and expose our proprietary assets to greater risk of misappropriation.

We outsource a portion of our software development and our hardware design and manufacturing to contractors, both
domestic and offshore. These relationships provide us with more flexible resource capabilities, access to global talent
and cost savings, but also expose us to risks that may not exist or may be less pronounced with respect to our internal
operations. We are able to exercise only limited oversight of our contractors, including with respect to their
engineering and manufacturing processes, resource allocations, delivery schedules, security procedures and quality
control. Language, cultural and time zone differences complicate effective management of contractors that are located
offshore. Additionally, competition for talent in certain locations may lead to high turnover rates that disrupt
development or manufacturing continuity. Pricing terms offered by contractors may be highly variable over time
reflecting, among other things, order volume, local inflation and exchange rates. Some of our contractor relationships
are based in contract, while others operate on a purchase order basis, where we do not have the benefit of written
protections with respect to pricing or other critical terms.

Many of our contractors require access to our intellectual property and confidential information to perform their
services. Protection of these assets in relevant offshore locations may be less robust than in the United States. We
must rely on policies and procedures we have instituted with our contractors and certain confidentiality and
contractual provisions in our written agreements, to the extent they exist, for protection. These safeguards may be
inadequate to prevent breaches. If a breach were to occur, available legal or other remedies may be limited or
otherwise insufficient to compensate us for any resulting damages.

Certain of our contractor relationships involve complex and mission-critical dependencies. If any of the preceding
risks were to occur, we might not be able to rapidly wind down these relationships or quickly transition to alternative
providers.

We depend on the availability and proper functioning of certain third-party technology that we incorporate into or
bundle with our products.

We license third-party technology for incorporation into or bundling with our products. This technology may provide
us with critical or strategic feature sets or functionality. The profit margin for each of our products depends in part on
the royalty, license and purchase fees we pay in connection with third-party technology. To the extent we add
additional third-party technology to our products and we are unable to offset associated costs, our profit margins may
decline and our operating results may suffer. In addition to cost implications, third-party technology may include
defects or errors that could adversely affect the performance of our products, which may harm our market reputation
or adversely affect our product sales. Third-party technology may also include certain open source software code that
if used in combination with our own software may jeopardize our intellectual property rights or limit our ability to sell
through certain sales channels. If any third-party technology license expires, is terminated or ceases to be available on
commercially reasonable terms, we may be required to expend considerable resources integrating alternative
third-party technology or developing our own substitute technology. In the interim, sales of our products may be
delayed or suspended or we may be forced to distribute our products with reduced feature sets or functionality.

Lengthy procurement lead times and unpredictable life cycles and customer demand for some of our products may
result in significant inventory risks.

With respect to many of our products, we must procure component parts and build finished inventory far in advance
of product shipments. Certain of these products may have unpredictable life cycles and encounter rapid technological
obsolescence as a result of dynamic market conditions. We procure product components and build inventory based
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upon our forecasts of product life cycle and customer demand. If we are unable to accurately forecast product life
cycle and customer demand or unable to manage our inventory levels in response to shifts in customer demand, the
result may be insufficient, excess or obsolete product inventory. Insufficient product inventory may impair our ability
to fulfill product orders and negatively affect our revenues, while excess or obsolete inventory may require a
write-down on products and components to their net realizable value, which would negatively affect our results of
operations.
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Our revenues and operating results depend significantly on our third-party reseller and distribution channels.

We distribute many of our products indirectly through third-party resellers and distributors.  We also distribute
products directly to end-user customers.  Successfully managing the interaction of our direct and indirect channel
efforts to reach various potential customer segments for our products and services is a complex process. For example,
in response to our direct sales strategies or for other business reasons, our current resellers and distributors may from
time to time choose to resell our competitors’ products in addition to, or in place of, ours. Moreover, since each
distribution method has distinct risks and gross margins, our failure to identify and implement the most advantageous
balance in the delivery model for our products and services could adversely affect our revenue and gross margins and
therefore our profitability.

In addition, some of our resellers and distributors have limited rights of return, as well as inventory stock rotation and
price protection.  Accordingly, reserves for estimated returns and exchanges, and credits for price protection, are
recorded as a reduction of revenues upon applicable product shipment, and are based upon our historical experience.
To date, actual returns of relevant products have not differed materially from our management’s estimates.  However,
our reliance upon indirect distribution methods may reduce visibility to demand and pricing issues, and therefore
make forecasting more difficult and to the extent that returns exceed estimates, our revenues and operating results may
be adversely affected.

Our intellectual property and trade secrets are valuable assets that may be subject to third-party infringement and
misappropriation.

As a technology company, our intellectual property and trade secrets are among our most valuable assets.
Infringement or misappropriation of these assets results in lost revenues to us and thereby ultimately reduces their
value. We rely on a combination of patent, copyright, trademark and trade secret laws, as well as confidentiality
procedures, contractual provisions and anti-piracy technology in certain of our products to protect our intellectual
property and trade secrets. Most of these tools require vigilant monitoring of competitor and other third-party
activities and of end-user usage of our products to be effective. These tools may not provide adequate protection in all
instances, may be subject to circumvention, or may require a vigilance that in some cases exceeds our capabilities or
resources. Additionally, our business model is increasingly focused on software products and as we offer more
software products our revenues may be more vulnerable to loss through piracy. The legal regimes of certain countries
in which we operate may not protect our intellectual property or trade secrets to the same extent as do the laws of the
United States. Regardless of jurisdiction, assuming legal protection exists and infringement or misappropriation is
detected, any enforcement action that we may pursue could be costly and time-consuming, the outcome will be
uncertain, and the alleged offender in some cases may seek to have our intellectual property rights invalidated.  If we
are unable to protect our intellectual property and trade secrets, our business could be harmed.

Our future results could be materially adversely affected if we are accused of or found to be infringing third parties’
intellectual property rights.

Because of technological change in our industry, extensive and sometimes uncertain patent coverage, and the rapid
issuance of new patents, it is possible that certain of our products or business methods may inadvertently infringe the
patents or other intellectual property rights of third parties. Third parties contact us or our customers from time to time
alleging that our products infringe their intellectual property rights. Allegations from opportunistic patent owners
often lack merit and are undertaken with the goal of inducing the alleged infringer into a quick settlement. Our general
practice is to mount a vigorous defense against any claim that we believe lacks merit and eschew a quick settlement.
This practice may cause us to incur significant legal defense costs that could have a negative impact on our operating
results. With respect to legitimate allegations, we may negotiate licenses to the patented inventions as appropriate,
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which may include back-royalties to compensate for past use or distribution of the patented invention. Additional
royalties will increase our cost-of-goods-sold and reduce our operating results. To the extent licenses are not available
to us on commercially reasonable terms or at all, we may be required to expend considerable time and resources to
develop a non-infringing alternative. In the interim, sales of our products may be delayed or suspended or we may be
forced to distribute our products with reduced feature sets or functionality.

In addition to allegations made directly against us, in some cases we have indemnification obligations with respect to
claims of infringement made against our customers and other related parties. A broadly targeted claim of infringement
made against our customers or other related parties may result in significant costs for us.
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Future debt obligations may adversely affect our cash flow and restrict our investment opportunities.

In October 2010, we entered into a four-year asset-backed revolving credit facility in the aggregate principal amount
of up to $60 million.  Any future indebtedness we incur under the facility could have negative consequences,
including, increasing our vulnerability to adverse economic and industry conditions; limiting our ability to obtain
additional financing; limiting our ability to complete a merger or an acquisition; and limiting our flexibility in
planning for, or reacting to, changes in our business.

Our ability to satisfy our obligations under our credit agreement will depend on our future operating performance and
on economic, financial, competitive and other factors beyond our control. Our business may not generate sufficient
cash flows to meet these obligations or to successfully execute our business strategy. If we are unable to service our
debt and fund our business, we may be forced to reduce or delay capital expenditures or research and development
expenditures, seek additional financing or equity capital, restructure or refinance our debt, or sell assets.

Restrictions in our credit agreement may limit our activities.

The credit agreement for our revolving credit facility contains restrictive covenants which limit our ability to engage
in activities that could otherwise benefit us, including limitations on our ability to make investments, incur additional
indebtedness, issue equity and create liens. We are also required to meet specified liquidity-based financial covenants
under the terms of the credit agreement.  Failure to comply with any of these restrictions or covenants may result in an
event of default under the credit agreement, which could permit acceleration of any outstanding debt we may have in
the future and require us to repay the debt before its scheduled due date. If an event of default were to occur, we might
not have sufficient funds available to make the payments required. If we are unable to repay amounts owed, our
lenders may be entitled to foreclose on and sell substantially all of our assets, which we have used to secure our
borrowings under the credit agreement.

Unanticipated changes in our tax provisions, the adoption of new tax legislation or exposure to additional tax
liabilities could affect our profitability.

We are subject to income and other taxes in the United States and numerous foreign jurisdictions. Our tax liabilities
are affected by the amounts we charge for inventory, services, licenses and other items in intercompany transactions.
We are also subject to ongoing tax audits in various jurisdictions. Tax authorities may disagree with our intercompany
charges, cross-jurisdictional transfer pricing or other matters and assess additional taxes. We regularly assess the
likely outcomes of these audits in order to determine the appropriateness of our tax provision. However, there can be
no assurance that we will accurately predict the outcomes of these audits, and the amounts ultimately paid upon the
resolution of an audit could be materially different from the amounts previously included in our income tax expense
and therefore could have a material impact on our tax provision, net income and cash flows. In addition, our tax
provision in the future could be adversely affected by changes to our operating structure, changes in the mix of
earnings in countries with differing statutory tax rates, changes in the valuation of deferred tax assets and liabilities,
changes in tax laws and the discovery of new information in the course of our tax return preparation process.

Failure of our information systems or breaches of data security could impact our business.

Our systems and processes involve the storage and transmission of proprietary information and sensitive or
confidential data, including personal information of employees, customers and others. In addition, we rely on
information systems controlled by third parties. System failures, network disruptions and breaches of data security
could impede development, manufacture or shipment of products, interrupt or delay processing of transactions and
reporting financial results or  result in the unintentional disclosure of proprietary, sensitive or confidential
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information.  Such system failures or unauthorized access could be caused by external theft or attack, misconduct by
our employees, contractors, or vendors, or other causes such as earthquake, fire or other natural disasters.  Such
system failures or unauthorized access could expose us, our customers or the individuals affected to a risk of loss or
misuse of this information, resulting in litigation and potential liability for us, as well as the loss of existing or
potential customers and damage to our brand and reputation. In addition, the cost and operational consequences of
implementing further data protection measures could be significant.
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Our products may experience quality issues that could negatively impact our customer relationships, our market
reputation and our operating results.

Our software products, as is typical of sophisticated, complex software, occasionally include coding defects or errors
(commonly referred to as “bugs”), which in some cases may interfere with or impair a customer’s ability to operate or
use the software. Similarly, our hardware products could include design or manufacturing defects that could cause
them to malfunction. Although we employ quality control measures, those measures are not designed or intended to
detect and remedy all defects. The time and resources available to devote to quality control measures are, in part,
dependent on other business considerations, such as meeting customer expectations with respect to release schedules.
Any product defects could result in loss of customers or revenues, delays in revenue recognition, increased product
returns, damage to our market reputation and significant warranty or other expense and could have a material adverse
impact on our financial condition and operating results.

A catastrophic event may significantly limit our ability to conduct business as normal and harm our business.

We operate a complex, geographically dispersed business, which includes a significant personnel and facilities
presence in California near major earthquake fault lines. Our enterprise-wide disaster recovery plan may not be
sufficient to protect us if a catastrophic event occurs and we are predominantly uninsured for business continuity
losses and disruptions caused by catastrophic events. Disruption or failure of our networks or systems, or injury or
damage to our personnel or physical infrastructure, caused by a natural disaster, public health crisis, terrorism, cyber
attack, act of war or other catastrophic event may significantly limit our ability to conduct business as normal,
including our ability to communicate and transact with our customers, suppliers, distributors and resellers, and
negatively affect our revenues and operating results. Additionally, a catastrophic event could cause us to suspend all
or a portion of our operations for a significant period of time, result in a permanent loss of resources, and require the
relocation of personnel and materiel to alternate facilities that may not be available or adequate. A prolonged
disruption of our business could also damage our reputation, particularly among our global news organization
customers who are likely to require our solutions and support during such time. Any of these factors could cause a
material adverse impact on our financial condition and operating results.

Our global brand alignment effort could affect customer acceptance of certain rebranded products, thereby impacting
our future success.

We have undergone an effort to achieve global brand alignment which poses risks of both business disruption and
customer acceptance as we migrate brands. While much of this effort has taken place, several product lines have yet to
be rebranded. Our customer outreach and similar efforts may not mitigate fully the risks of our branding efforts, which
may lead to reductions in revenues in some markets, which may adversely affect our business, financial position and
results of operations, and could cause the market value of our common stock to decline.

Qualifying and supporting our products on multiple computer platforms is time-consuming and expensive.

Hardware and operating systems change rapidly in our industry, and changes made by our suppliers can adversely
affect the operation of our products. We devote significant time and resources to support state of the art computer
platforms. These efforts may add significantly to our development expenses and adversely affect our operating results.
Failure to achieve qualification on a timely basis may additionally adversely affect our operating results.

The market price of our common stock has been and may continue to be volatile.
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The market price of our common stock has experienced volatility in the past and may continue to fluctuate
substantially in the future in response to various factors, some of which are beyond our control. These factors include,
but are not limited to:

•  period-to-period variations in our revenues or operating results;

•  market reaction to significant corporate initiatives or announcements;

•  our ability to innovate;
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•  our relative competitive position within our markets;

•  shifts in markets or demand for our solutions;

•  changes in our relationships with suppliers, resellers, distributors or customers;

•  our failure to accurately forecast revenues or operating results;

•  our commencement of, or involvement in, litigation;

•  short sales, hedging or other derivative transactions involving shares of our common stock; and

•  shifts in financial markets.

Additionally, broader financial market and global economic trends may affect the market price of our common stock,
regardless of our operating performance.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease approximately 203,000 square feet in three facilities in Burlington, Massachusetts for our principal corporate
and administrative offices, as well as significant R&D and warehousing activities. The leases for these facilities expire
in May 2020. We also lease approximately 127,000 square feet of office space in Daly City, California, primarily for
R&D and sales and marketing activities, and 106,000 square feet in Mountain View, California, primarily for R&D,
product management and manufacturing activities.

We lease approximately 29,000 square feet of office space in Iver Heath, United Kingdom for our European
headquarters, which includes administrative, sales and support functions, and 41,000 square feet in Dublin, Ireland for
the final assembly and distribution of our products in Europe. We also lease approximately 8,000 square feet in
Singapore for our Asian headquarters.

We also lease office space for sales operations in several other domestic and international locations.

ITEM 3. LEGAL PROCEEDINGS

We are involved in legal proceedings from time to time arising from the normal course of business activities,
including claims of alleged infringement of intellectual property rights and commercial, employment and other
matters. We do not believe these matters will have a material adverse effect on our financial position or results of
operations. However, our financial position or results of operations may be negatively affected by the unfavorable
resolution of one or more of these proceedings.
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ITEM 4. [REMOVED AND RESERVED]
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PART II

ITEM
5.

MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock is listed on the NASDAQ Global Select Market under the symbol AVID. The table below shows
the high and low sales prices of the common stock for each calendar quarter of the fiscal years ended December 31,
2010 and 2009.

2010 2009
High Low High Low

First Quarter $14.84 $12.26 $12.18 $8.40
Second Quarter $17.99 $12.26 $15.48 $9.00
Third Quarter $13.82 $11.04 $15.29 $10.81
Fourth Quarter $18.83 $12.23 $15.42 $11.52

On March 8, 2011, the last reported sale price of our common stock on the NASDAQ Global Select Market was
$22.42 per share. The approximate number of holders of record of our common stock at March 8, 2011 was 426. This
number does not include shareholders for whom shares were held in a “nominee” or “street” name.

We have never declared or paid cash dividends on our capital stock, and we do not anticipate paying any cash
dividends in the foreseeable future.

Issuer Purchases of Equity Securities

The following table is a summary of our stock repurchases during the quarter ended December 31, 2010:

Period

Total Number
of Shares

Repurchased(a)

Average
Price

Paid Per
Share

Total Number
of

Shares
Repurchased
as Part of the
Publicly

Announced
Program Dollar Value of
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