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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

Form 10-Q

(Mark One)

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

For the quarterly period ended September 30, 2012

OR

0TRAN SITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission file number 000-25711

EXTREME NETWORKS, INC.
(Exact name of registrant as specified in its charter)

DELAWARE 77-0430270
[State or other jurisdiction [L.R.S Employer
of incorporation or organization] Identification No.]

3585 Monroe Street,
Santa Clara, California
[Address of principal executive office] [Zip Code]

95051

Registrant’s telephone number, including area code: (408) 579-2800

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 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 o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
229.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
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Large accelerated filer o Accelerated filer
Non-accelerated filer o (Do not check if a smaller reporting company) Smaller reporting company

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

The number of shares of the Registrant’s Common Stock, $.001 par value, outstanding at October 26, 2012 was
95,053,355.
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EXTREME NETWORKS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)
(Unaudited)

ASSETS

Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, net of allowances of $1,199 at September 30, 2012 and $1,646 at
June 30, 2012

Inventories

Deferred income taxes

Prepaid expenses and other current assets

Assets held for sale

Total current assets

Property and equipment, net

Marketable securities

Intangible assets, net

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable

Accrued compensation and benefits

Restructuring liabilities

Accrued warranty

Deferred revenue, net

Deferred distributors revenue, net of cost of sales to distributors
Other accrued liabilities

Total current liabilities

Deferred revenue, less current portion

Other long-term liabilities

Commitments and contingencies (Note 3)
Stockholders’ equity:

Convertible preferred stock, $.001 par value, issuable in series, 2,000,000 shares
authorized; none issued

Common stock, $.001 par value, 750,000,000 shares authorized; 95,009,061 shares issued

September
30,
2012

$96,712
40,827

34,706

22,754
494
5,778
201,271
9,214
65,065
5,003
9,360
$289,913

$11,820
11,564
347
2,971
30,007
15,752
12,432
84,893
7,284
890

and outstanding at September 30, 2012 and 133,965,455 and 94,333,619 shares issued and 95

outstanding, respectively, at June 30, 2012

Treasury stock, zero and 39,631,836 shares at September 30, 2012 and June 30, 2012,
respectively

Additional paid-in-capital

824,129

June 30,
2012

$54,596
23,358

41,166

26,609
644
5,655
17,081
169,109
25,180
75,561
5,106
9,634
$284,590

$19,437
13,409
463
2,871
31,769
15,319
13,480
96,748
7,559
643

134

(149,666 )
970,609
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Accumulated other comprehensive income
Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financial statements.

EXTREME NETWORKS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share amounts)
(Unaudited)

Net revenues:

Product

Service

Total net revenues

Cost of revenues:

Product

Service

Total cost of revenues

Gross profit:

Product

Service

Total gross profit

Operating expenses:

Research and development

Sales and marketing

General and administrative
Restructuring charge (credit), net of reversals
Gain on sale of facilities

Total operating expenses

Operating income

Interest income

Interest expense

Other income (expense), net

Income before income taxes

Provision for income taxes

Net income

Basic and diluted net income per share:
Net income per share — basic

Net income per share — diluted

Shares used in per share calculation — basic
Shares used in per share calculation — diluted

See accompanying notes to consolidated financial statements.

EXTREME NETWORKS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(Unaudited)

283 (861 )
(627,661 ) (640,576 )
196,846 179,640
$289,913 $284,590
Three Months Ended
September 30, October 2,
2012 2011
$61,119 $63,213
15,008 15,681
76,127 78,894
30,476 29,478
5,676 5,880
36,152 35,358
30,643 33,735
9,332 9,801
39,975 43,536
10,566 12,408
22,027 22,121
5,357 6,270
(10 ) 955
(11,537 ) —
26,403 41,754
13,572 1,782
269 293
(1 ) (37 )
(348 ) 57
13,492 2,095
577 512
$12,915 $1,583
$0.14 $0.02
$0.14 $0.02
94,738 92,768
95,499 94,055
Three Months Ended
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Net income:

Other comprehensive income, net of tax:

Change in unrealized gain (loss) on investment
Change in net foreign currency translation adjustment
Other comprehensive income (loss)

Total comprehensive income

EXTREME NETWORKS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Decrease in accrued investment income

Depreciation and amortization

Amortization of intangible assets

Recovery of doubtful accounts

Provision for returns reserves

Provision for excess and obsolete inventory

Deferred income taxes

Stock-based compensation

Gain on sales of facilities

Unrealized loss (gain) on foreign exchange transactions
Changes in operating assets and liabilities, net
Accounts receivable

Inventories

Prepaid expenses and other assets

Accounts payable

Accrued compensation and benefits

Other current and long term liabilities

Net cash provided by (used in) operating activities
Cash flows provided by (used in) investing activities:
Capital expenditures

Purchases of investments

Proceeds from maturities of investments and marketable securities
Proceeds from sales of investments and marketable securities
Proceeds from sales of facilities

Net cash provided by (used in) investing activities
Cash flows provided by (used in) financing activities:
Proceeds from issuance of common stock

Net cash provided by financing activities

Foreign currency effect on cash

September 30,  October 2,
2012 2011
$12,915 $1,583
302 444
842 (861
1,144 417
$14,059 $1,166
Three Months Ended
September 30,0October 2,
2012 2011
$12,915 $1,583
396 961
1,171 1,341
438 519
(252 ) (140
(196 ) 229
1,546 37
149 7
2,168 1,895
(11,537 ) —
371 (366
6,908 4,962
2,310 (1,468
173 4,203
(7,617 ) (2,909
(1,844 ) (2,505
47 ) (12,293
7,052 (3,944
(1,562 ) (748
(7,066 ) (21,096
— 10,300
— 9,915
42,659 —
34,031 (1,629
593 620
593 620
440 (805

)
)

R N S

~—
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Net increase (decrease) in cash and cash equivalents 42,116
Cash and cash equivalents at beginning of period 54,596
Cash and cash equivalents at end of period $96,712

See accompanying notes to the consolidated financial statements.

3

(5,758

49,972
$44,214
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EXTREME NETWORKS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation

The unaudited condensed consolidated financial statements of Extreme Networks, Inc. (referred to as the “Company” or
“Extreme Networks”) included herein have been prepared under the rules and regulations of the Securities and Exchange
Commission (“SEC”). Certain information and footnote disclosures normally included in financial statements prepared
in accordance with generally accepted accounting principles have been condensed or omitted under such rules and
regulations. The condensed consolidated balance sheet at September 30, 2012 was derived from audited financial
statements as of that date but does not include all disclosures required by generally accepted accounting principles for
complete financial statements. These interim financial statements and notes should be read in conjunction with the
Company’s audited consolidated financial statements and notes thereto included in the Company’s Annual Report on
Form 10-K for the fiscal year ended June 30, 2012.

The unaudited condensed consolidated financial statements reflect all adjustments, consisting only of normal recurring
adjustments that, in the opinion of management, are necessary for a fair presentation of the results of operations and
cash flows for the interim periods presented and the financial condition of Extreme Networks at September 30, 2012.
The results of operations for the three months ended September 30, 2012 are not necessarily indicative of the results
that may be expected for fiscal 2013 or any future periods.

2. Summary of Significant Accounting Policies

Revenue Recognition

The Company's revenue is primarily derived from sales of networking products, which are tangible products
containing software and non-software components that function together to deliver the tangible product's essential
functionality. In addition to tangible products, the Company's sales arrangements may include other deliverables such
as standalone software licenses, or service offerings. For multiple deliverable arrangements, the Company recognizes
revenue in accordance with the accounting standard for multiple deliverable revenue arrangements, which provides
guidance on whether multiple deliverables exist, how deliverables in an arrangement should be separated, and how
consideration should be allocated. Software revenue recognition guidance is applied to the sales of the Company's
standalone software products, including software upgrades and software that is not essential to the functionality of the
hardware with which it is sold.

Pursuant to the guidance of the accounting standard for multiple deliverable revenue arrangements, when the
Company's sales arrangements contain multiple elements, such as products, software licenses, maintenance
agreements, or professional services, the Company determines the standalone selling price for each element based on a
selling price hierarchy. The application of the multiple deliverable revenue accounting standard does not change the
units of accounting for the Company's multiple element arrangements. Under the selling price hierarchy, the selling
price for each deliverable is based on the Company's vendor-specific objective evidence (“VSOE”), which is determined
by a substantial majority of the Company's historical standalone sales transactions for a product or service falling
within a narrow range. If VSOE is not available due to a lack of standalone sales transactions or lack of pricing within
a narrow range, then third party evidence (“TPE”), as determined by the standalone pricing of competitive vendor
products in similar markets, is used, if available. TPE typically is difficult to establish due to the proprietary
differences of competitive products and difficulty in obtaining reliable competitive standalone pricing information.
When neither VSOE nor TPE is available, the Company determines its best estimate of standalone selling price (“ESP”)
for a product or service and does so by considering several factors including, but not limited to, the 12-month
historical median sales price, sales channel, geography, gross margin objective, competitive product pricing, and
product life cycle. In consideration of all relevant pricing factors, the Company applies management judgment to
determine the Company's best estimate of selling price through consultation with and formal approval by the
Company's management for all products and services for which neither VSOE nor TPE is available. Generally the
standalone selling price of services is determined using VSOE and the standalone selling price of other deliverables is
determined by using ESP. The Company regularly reviews VSOE, TPE and ESP for all of its products and services
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and maintains internal controls over the establishment and updates of these estimates.

In accordance with the software revenue recognition accounting standard, the Company continues to recognize
revenue for software using the residual method for its sale of standalone software products, including optional
software upgrades and other software that is not essential to the functionality of the hardware with which it is
sold. After allocation of the relative selling price to each element of the arrangement, the Company recognizes
revenue in accordance with the Company's policies for product, software, and service revenue recognition.

3. Recently Issued Accounting Pronouncements

In June 2011, the FASB issued ASU 2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive
Income. ASU 2011-05 requires one of two alternatives for presenting comprehensive income and eliminates the
option to report other comprehensive income and its components as a part of the Consolidated Statements of
Stockholders' Equity. Additionally, ASU 2011-05 requires presentation on the face of the financial statements
reclassification adjustments for items that are reclassified from other comprehensive income to net income in the
statement(s) where the components of net income and the components of other comprehensive income are presented.
The requirement related to the reclassification adjustments from other comprehensive income to net income was
deferred in December 2011, as a result of the issuance of ASU 2011-12, Deferral of the Effective Date for
Amendments to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive Income in
Accounting Standards Update 2011-05 (Topic 220). The amendments in ASU 2011-05, as amended by ASU 2011-12,
do not change the items that must be reported in other comprehensive income or when an item of other comprehensive
income must be reclassified to net income. ASU 2011-05, as amended by ASU 2011-12 is effective for fiscal years
and interim periods within those years beginning after December 15, 2011 and is to be applied retrospectively. The
Company adopted ASU 2011-05 in the quarter ended September 30, 2012.

4. Balance Sheet Accounts

Cash, Cash Equivalents, Short-Term Investments and Marketable Securities

Summary of Cash and Available-for-Sale Securities (in thousands)

September 30, June 30,

2012 2012
Cash $25,132 $18,455
Cash equivalents $71,580 $36,141
Short-term investments 40,827 23,358
Marketable securities 65,065 75,561
Total available-for-sale $177,472 $135,060
Total cash and available for sale securities $202,604 $153,515

Available-for-Sale Securities
The following is a summary of available-for-sale securities (in thousands):

Unrealized Unrealized

Amortized Fair Value Holding Holding
Cost .
Gains Losses

September 30, 2012
Money market funds $71,580 $71,580 $— $—
U.S. corporate debt securities 91,537 91,883 352 (6 )
U.S. government agency securities 11,251 11,256 5 —
U.S. municipal bonds 2,743 2,753 10 —

$177,111 $177,472 $367 $6 )
Classified as:
Cash equivalents $71,580 $71,580 $— $—
Short-term investments 40,701 40,827 126 —

10
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Marketable securities 64,830 65,065 241 (6 )
$177,111 $177,472 $367 $(6 )

June 30, 2012

Money market funds $36,141 $36,141 $— $—

U.S. corporate debt securities 84,882 84,949 148 (81 )

U.S. government agency securities 11,241 11,234 3 (10 )

U.S. municipal bonds 2,738 2,736 — 2 )
$135,002 $135,060 $151 $093 )

Classified as:

Cash equivalents $36,141 $36,141 $— $—

Short-term investments 23,311 23,358 48 (1 )

Marketable securities 75,550 75,561 103 (92 )
$135,002 $135,060 $151 $093 )

The amortized cost and estimated fair value of available-for-sale investments in debt securities at September 30, 2012,
by contractual maturity, were as follows (in thousands):

Amortized Fair

Cost Value
Due in 1 year or less $40,701 $40,828
Due in 1-2 years 35,353 35,443
Due in 2-5 years 29,477 29,621
Due in more than 5 years — —
Total investments in available for sale debt securities $105,531 $105,892

The Company considers highly liquid investments with maturities of three months or less at the date of purchase to be
cash equivalents. Investments with maturities of greater than three months, but less than one year at the balance sheet
date are classified as Short Term Investments. Investments with maturities of greater than one year at balance sheet
date are classified as Marketable Securities. Except for direct obligations of the United States government, securities
issued by agencies of the United States government, and money market funds, the Company diversifies its
investments by limiting its holdings with any individual issuer.

Investments include available-for-sale investment-grade debt securities that the Company carries at fair value. The
Company accumulates unrealized gains and losses on the Company's available-for-sale debt securities, net of tax, in
accumulated other comprehensive income in the stockholders' equity section of its balance sheets. Such an unrealized
gain or loss does not reduce net income for the applicable accounting period. If the fair value of an available-for-sale
debt instrument is less than its amortized cost basis, an other-than-temporary impairment is triggered in circumstances
where (1) the Company intends to sell the instrument, (2) it is more likely than not that the Company will be required
to sell the instrument before recovery of its amortized cost basis, or (3) the Company does not expect to recover the
entire amortized cost basis of the instrument (that is, a credit loss exists). If the Company intends to sell or it is more
likely than not that the Company will be required to sell the available-for-sale debt instrument before recovery of its
amortized cost basis, the Company recognizes an other-than-temporary impairment in earnings equal to the entire
difference between the debt instruments’ amortized cost basis and its fair value. For available-for-sale debt instruments
that are considered other-than-temporarily impaired due to the existence of a credit loss, if the Company does not
intend to sell and it is not more likely than not that the Company will be required to sell the instrument before
recovery of its remaining amortized cost basis (amortized cost basis less any current-period credit loss), the Company
separates the amount of the impairment into the amount that is credit related and the amount due to all other factors.
The credit loss component is recognized in earnings and is the difference between the debt instrument's amortized cost
basis and the present value of its expected future cash flows. The remaining difference between the debt instrument's
fair value and the present value of future expected cash flows is due to factors that are not credit related and is
recognized in other comprehensive income.

The following table presents the Company’s investments’ gross unrealized losses and fair values, aggregated by
investment category and length of time that individual securities have been in a continuous unrealized loss position.

11
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Less than 12 months 12 months or more Total
Fair Value Unrealized Fair Value Unrealized Fair Value Unrealized
Losses Losses Losses
September 30, 2012
U.S. corporate debt securities $5,111 $(6 ) $— $— $5,111 $(6 )
U.S. government agency securities $— $— $— $— $— $—
U.S. municipal bonds $— $— $— $— $— $—
$5,111 $(@6 ) $— $— $5,111 $6 )

The Company determines the basis of the cost of a security sold or the amount reclassified out of accumulated other
comprehensive income into earnings using the specific identification method. During the three months ended
September 30, 2012 and October 2, 2011, realized gains or losses recognized on the sale of investments were not
significant. As of September 30, 2012, three out of sixty-three investment securities had unrealized losses. The
unrealized gains / (losses) on the Company’s investments were caused by interest rate fluctuations. Substantially all of
the Company’s available-for-sale investments are investment grade government and corporate debt securities that have
maturities of less than three years. The Company does not intend to sell the investments and it is not more likely than
not that the Company will be required to sell the investments before recovery of its amortized costs.

Inventories

Inventory is stated at the lower of cost or market. Cost is computed using standard cost, which approximates actual
cost, on a first-in, first-out basis. The Company reduces the carrying value of inventory to net realizable value based
on excess and obsolete inventories which are primarily determined by age of inventory and future demand forecasts.
At the point of the loss recognition, a new, lower-cost basis for that inventory is established, and subsequent changes
in facts and circumstances do not result in the restoration or increase in that newly established cost basis. Any written
down or obsolete inventory subsequently sold has not had a material impact on gross profit for any of the periods
disclosed.

Inventories at September 30, 2012 and June 30, 2012, respectively, were (in thousands):

September 30, June 30,

2012 2012
Inventory $25,267 $27,964
Less: Excess and Obsolete Inventory 2,513 1,355
Inventory, net $22.754 $26,609

Long-Lived Assets

Long-lived assets include property and equipment, intangible assets, and service inventory. Property and equipment,
and intangible assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of such assets or asset groups may not be recoverable. If such facts and circumstances exist, the
Company assesses the recoverability of these assets by comparing the projected undiscounted net cash flows
associated with the related asset or group of assets over their remaining lives against their respective carrying
amounts. Impairments, if any, are based on the excess of the carrying amount over the fair value of those assets. The
Company reduces the carrying value of service inventory to net realizable value based on excess and obsolete
inventories which are primarily determined by age of inventory and future demand forecasts.

On September 11, 2012, the Company completed the sale of its campus and accompanying 16 acres of land in Santa
Clara, California for net cash proceeds of approximately $44.7 million. On September 12, 2012, the Company entered
into an agreement with the buyer, whereby the Company will lease three of the four buildings comprising the campus,
under a cancellable lease arrangement expiring on January 31, 2013 for one building and on August 31, 2014 for the
remaining two buildings. The lease is terminable by the Company upon 30 days notice at any time before August 31,
2014. As of September 30, 2012, future minimum rent payments under the lease were $1.1 million for the remainder
of fiscal 2013, $5.5 million in fiscal 2014 and $1.0 million in fiscal 2015.

During the quarter ended September 30, 2012, the Company realized a gain of $11.7 million in connection with the
sale of its campus, of which approximately $0.1 million was deferred and will be recognized ratable over the lease

12
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term expiring on January 31, 2013.

Intangible Assets
The following tables summarize the components of gross and net intangible asset balances (in thousands):
Weighted
Average .
Remaiffling Gross Carrying Accumula.ted Net Carrying Amount
. Amount Amortization
Amortization
Period
September 30, 2012
Patents 7.4 years $1,800 $740 $1,060
License Agreements 9.6 years 10,157 6,542 3,615
Other Intangibles 3.0 years 659 331 328
$12,616 $7,613 $5,003
Weighted
Average .
Remaiiing Gross Carrying Accun?ula.ted Net Carrying Amount
. Amount Amortization
Amortization
Period
June 30, 2012
Patents 7.4 years $1,800 $669 $1,131
License Agreements 9.3 years 10,158 6,231 3,927
Other Intangibles 0.3 years 324 276 48
$12,282 $7,176 $5,106

Amortization expense was $0.4 million and $0.5 million for the three months ended September 30, 2012 and
October 2, 2011, respectively. Amortization expense expected to be recorded for each of the next five years is as
follows (in thousands):

For the fiscal year ending:

Remaining for fiscal 2013 $1,044
2014 916
2015 549
2016 375
2017 302
Thereafter 1,817
Total $5,003

Service Inventory
The Company holds service inventory to support customers who have purchased long term service contracts with a
hardware replacement element.

September 30, June 30,

2012 2012
Service Inventory $12,992 $13,109
Less: Excess and Obsolete Inventory 4,947 5,074
Service Inventory, Net $8,045 $8,035

Deferred Revenue, Net

Deferred revenue, net represents amounts for (i) deferred services revenue (support arrangements, professional
services and training), and (ii) deferred product revenue net of the related cost of revenue when the revenue
recognition criteria have not been met. The following table summarizes deferred revenue, net at September 30, 2012
and June 30, 2012, respectively (in thousands):

September 30, June 30,
2012 2012
Deferred services $35,863 $37,708

13
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Deferred product:

Deferred revenue 1,798 2,236
Deferred cost of sales (370 ) (616 )
Deferred product revenue, net 1,428 1,620
Balance at end of period 37,291 39,328
Less: current portion 30,007 31,769
Non-current deferred revenue, net $7,284 $7,559

The Company offers for sale to its customers renewable support arrangements, including extended warranty contracts,
that range from one to five years. Deferred support revenue is included within deferred revenue, net within the
Services category above. The change in the Company’s deferred support revenue balance in relation to these
arrangements was as follows (in thousands):

Three Months Ended

September 30, October 2,

2012 2011
Balance beginning of period $37,461 $35,802
New support arrangements 12,537 14,600
Recognition of support revenue (14,337 ) (14,672 )
Balance end of period 35,661 35,730
Less: current portion 28,377 28,176
Non-current deferred revenue $7,284 $7,554

Deferred Distributors Revenue, Net of Cost of Sales to Distributors
The Company records revenue from its distributors on a sell-through basis, recording deferred revenue and deferred
cost of sales associated with all sales transactions to its distributors in “Deferred distributors revenue, net of cost of
sales to distributors” in the liability section of its consolidated balance sheet. When the Company ships products to its
distributors, legal title to the products passes to its distributors, and a legally enforceable obligation is created for the
distributors to pay on a current basis. Therefore, the Company records a trade receivable at the contractual discount to
the list selling price and relieves inventory for the cost of goods shipped to the distributor.
The amount shown as “Total deferred distributors revenue, net of cost of sales to distributors” represents the deferred
gross margin on sales to distributors based on contractual pricing. Distributors purchase products from the Company
at a contractual discount based on geographic region and resell the Company's products at a very broad range of
individually negotiated price points depending on competitive factors and other market conditions. A portion of the
deferred revenue balance represents an amount of the distributors' original purchase price that will be remitted back to
the distributors after resale transactions are reported to the Company. Therefore, the amount of gross margin the
Company will recognize in future periods from distributor sales will be less than the deferred amount recorded for the
original sale to the distributor as a result of the price concessions negotiated at the time of sell-through. The wide
range and variability of negotiated price credits granted to distributors do not allow the Company to accurately
estimate the portion of the balance in the deferred revenue that will be credited to the distributors in the future.
Therefore, the Company does not reduce deferred revenue by anticipated future price credits; instead, price credits are
recorded against revenue and accounts receivable when incurred, which is generally at the time the distributor sells the
product.
The following table summarizes deferred distributors revenue, net of cost of sales to distributors at September 30,
2012 and June 30, 2012, respectively (in thousands):

September 30, June 30,

2012 2012
Deferred revenue $20,737 $20,361
Deferred cost of Sales (4,985 ) (5,042 )
Total deferred distributors revenue, net of cost of sales to distributors $15,752 $15,319

14
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Guarantees and Product Warranties

Upon issuance of a standard product warranty, the Company discloses and recognizes a liability for the obligation it
assumes under the warranty. The following table summarizes the activity related to the Company’s product warranty
liability during the three months ended September 30, 2012 and October 2, 2011:

Three Months Ended
September 30, October 2,
2012 2011
Balance beginning of period $2,871 $2,640
New warranties issued 1,561 1,648
Warranty expenditures (1,461 ) (1,586 )
Balance end of period $2,971 $2.,702

The Company’s standard hardware warranty period is typically 12 months from the date of shipment to end-users and
90 days for software. For certain access products, the Company offers a limited lifetime hardware warranty
commencing on the date of shipment from the Company and ending five (5) years following the Company’s
announcement of the end of sale of such product. Upon shipment of products to its customers, the Company estimates
expenses for the cost to repair or replace products that may be returned under warranty and accrue a liability in cost of
product revenue for this amount. The de