SYMANTEC CORPORATION

GAAP Consolidated Statements of Income



Three Months Ended

Nine Months Ended




December 31,

December 31,

(In thousands, except per share data; unaudited)


2004

    2003

2004

2003
Net revenues

$
695,224
$
493,905
$
1,870,171
$
1,313,694

Cost of revenues


121,498

87,608

330,978

229,996

Gross profit

573,726
406,297
1,539,193
1,083,698

Operating expenses:


Research and development

85,289
61,885
241,989
182,086


Sales and marketing


226,577

167,014

616,395

464,556


General and administrative


29,910

21,712

81,773

69,258


Amortization of other intangibles from acquisitions


1,622

628

3,656

2,175


Amortization of deferred stock-based compensation


1,041

--

1,680

--


Acquired in-process research and development


1,218

1,600

3,480

2,600


Restructuring, site closures and other


--

(126)

2,776

444


Patent settlement 


--

--

--

13,917
Total operating expenses


345,657

252,713

951,749

735,036

Operating income 


228,069

153,584

587,444

348,662

Interest income


13,340

9,184

33,516

28,088

Interest expense


(1,741)

(5,291)

(12,323)


(15,873)

Income, net of expense, from sale of technologies 


and product lines


--

5,215

--
9,541

Other income, net


14

618

999

580
Income before income taxes


239,682

163,310

609,636

370,998

Provision for income taxes 


76,105

51,834

193,159

117,308


Net income 

$ 
163,577
$ 
111,476
$ 
416,477
$
253,690

Net income per share – diluted*
$ 
0.22
$ 
      0.16
$ 
0.58
$          0.37

Shares used to compute net income 

 per share – diluted*


742,446

724,358

738,053

713,534

* Share and per share amounts for the three and nine months ended December 31, 2003 retroactively reflect the two-for-one stock split effected as a stock dividend, which occurred on November 19, 2004.  For the three and nine months ended December 31, 2004 and 2003, diluted net income per share is calculated using the if-converted method. Under this method, the numerator excludes the interest expense from the 3% convertible subordinated notes, net of income tax, of $1.2 million and $3.6 million for the three months ended December 31, 2004 and 2003, respectively, and $8.4 million and $10.8 million for the nine months ended December 31, 2004 and 2003, respectively, and the denominator includes shares issuable from the assumed conversion of the 3% convertible subordinated notes.  

SYMANTEC CORPORATION

Non-GAAP Consolidated Statements of Income

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


Three Months Ended


Nine Months Ended




           December 31,

            December 31,

(In thousands, except per share data; unaudited)


2004

           2003

2004

2003
Net revenues

$
695,224
$
493,905
$
1,870,171
$
1,313,694

Cost of revenues


108,163

77,030

293,189

200,413

Gross profit

587,061
416,875
1,576,982
1,113,281

Operating expenses:


Research and development

85,289
61,885
241,989
182,086


Sales and marketing


226,577

167,014

616,395

464,556


General and administrative


29,910

21,712

81,773

69,258
Total operating expenses


341,776

250,611

940,157

715,900

Operating income 


245,285

166,264

636,825

397,381

Interest income


13,340

9,184

33,516

28,088

Interest expense


(1,741)

(5,291)

(12,323)

  (15,873)

Income, net of expense, from sale of technologies 


and product lines


--

5,215

--
9,541

Other income, net


14

618

999

580
Income before income taxes


256,898

175,990

659,017

419,717

Provision for income taxes 


82,207

56,317

210,885

134,309


Net income 

$ 
174,691
$ 
119,673
$ 
448,132
$
285,408

Net income per share – diluted*
$ 
0.24
$ 
0.17
$ 
0.62
$
0.42

Shares used to compute net income per share – diluted*


742,446

724,358

738,053

713,534

* Share and per share amounts for the three and nine months ended December 31, 2003 retroactively reflect the two-for-one stock split effected as a stock dividend, which occurred on November 19, 2004.  For the three and nine months ended December 31, 2004 and 2003, diluted net income per share is calculated using the if-converted method. Under this method, the numerator excludes the interest expense from the 3% convertible subordinated notes, net of income tax, of $1.2 million and $3.6 million for the three months ended December 31, 2004 and 2003, respectively, and $8.4 million and $10.8 million for the nine months ended December 31, 2004 and 2003, respectively, and the denominator includes shares issuable from the assumed conversion of the 3% convertible subordinated notes.  

SYMANTEC CORPORATION

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


Three Months Ended


Nine Months Ended




December 31,

December 31,

(In thousands, except per share data; unaudited)


2004

    2003

2004

2003

Non-GAAP gross profit
$   587,061
$    416,875
$
1,576,982
$
1,113,281

Cost of revenues:


Amortization of acquired product rights


(13,335)

(10,578)

(37,789)

(29,583)

GAAP gross profit 

$ 
573,726
$ 
406,297
$
1,539,193
$
1,083,698

Non-GAAP operating expenses
$
341,776
$
250,611
$ 940,157

$
715,900

Operating expenses:


Amortization of other intangibles from acquisitions


1,622

628

3,656

2,175


Amortization of deferred stock-based compensation


1,041

--

1,680

--


Acquired in-process research and development


1,218

1,600

3,480

2,600


Restructuring, site closures and other 


--

(126)

2,776

444


Patent settlement


--

--

--

13,917
Total operating expenses


3,881

2,102

11,592

19,136

GAAP operating expenses

$ 
345,657
$ 
252,713
$
   951,749
$
735,036

Non-GAAP net income
$
174,691
$
119,673
$
448,132
$
285,408

Cost of revenues


(13,335)

(10,578)

(37,789)

  (29,583)

Operating expenses


(3,881)

(2,102)

(11,592)

  (19,136)


Income tax benefit


6,102

4,483

17,726

17,001
GAAP net income 

$ 
163,577
$ 
111,476
$ 
416,477
$
253,690

Non-GAAP and GAAP net income per share - diluted

Non-GAAP net income per share – diluted
$ 
0.24
$         0.17

$ 
0.62
$
       0.42

GAAP net income per share – diluted

$ 
0.22
$         0.16
$ 
        0.58
$
 0.37
Shares used to compute net income

   per share – diluted

742,446

724,358

738,053

713,534

SYMANTEC CORPORATION

Consolidated Balance Sheets

December 31,

March 31,
(In thousands; unaudited)


2004

2004
ASSETS


Current assets:

Cash and cash equivalents
$   2,944,002

$
2,410,331

Trade accounts receivable, net

324,488

259,152

Inventories

21,884

15,134

Current deferred income taxes

141,105

98,438

Other current assets

65,801

59,079
Total current assets

3,497,280

2,842,134

Property and equipment, net

386,092

378,367

Acquired product rights, net

138,014

120,938

Goodwill

1,386,851

1,080,759

Other long-term assets

48,904

34,300

$
5,457,141
$
4,456,498
Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payable
$
82,874
$
71,654

Accrued compensation and benefits

116,214

116,770

Current deferred revenue

1,181,350

878,716

Other accrued expenses

88,068

92,595

Income taxes payable

190,132

127,305
Total current liabilities

1,658,638

1,287,040

Convertible subordinated notes

--

599,987

Long-term deferred revenue

112,623

92,481

Long-term deferred tax liabilities

53,014

44,750

Other long-term obligations

5,153

6,032

Stockholders’ equity:

Common stock

7,078

3,119

Capital in excess of par value

2,372,144

1,573,466

Accumulated other comprehensive income

256,247

125,484

Deferred stock-based compensation

(10,878)

--

Retained earnings

1,003,122

724,139
Total stockholders’ equity

3,627,713

2,426,208

$
5,457,141
$
4,456,498

