
September 29, 2013 September 30, 2012 September 29, 2013 September 30, 2012

Revenues 1,625,153$                  1,273,190$                  4,442,145$                  3,511,006$                  

Cost of revenues 812,904 880,469 2,401,901 2,398,086

Amortization of acquisition-related intangible assets 10,256 9,800 29,916 32,712

Total cost of revenues 823,160 890,269 2,431,817 2,430,798

Gross profit 801,993 382,921 2,010,328 1,080,208

Operating expenses:

Research and development 183,821 150,336 526,987 443,690

Sales and marketing 72,237 57,938 194,965 159,234

General and administrative 49,171 40,205 141,152 110,488

Amortization of acquisition-related intangible assets 5,088 2,369 9,199 6,676

Impairment of acquisition-related intangible assets 83,228 -                                   83,228 -                                   

Total operating expenses 393,545 250,848 955,531 720,088

Operating income 408,448 132,073 1,054,797 360,120

Other income (expense), net (4,892) (13,695) (33,890) (56,208)

Income before income taxes 403,556 118,378 1,020,907 303,912

Provision for income taxes 126,697 41,871 316,030 100,051

Net income 276,859$                     76,507$                       704,877$                     203,861$                     

Net income per share:

   Basic 1.20$                           0.32$                           2.96$                           0.84$                           

   Diluted 1.18$                           0.31$                           2.91$                           0.83$                           

Shares used in computing net income per share:

   Basic 230,253                       241,694                       238,097                       242,284                       

   Diluted 235,032                       244,221                       242,270                       245,502                       

Nine months ended Three months ended 

SanDisk Corporation
Preliminary Condensed Consolidated Statements of Operations

(in thousands, except per share amounts, unaudited)



Three months ended 

September 29, 2013 September 30, 2012 September 29, 2013 September 30, 2012

SUMMARY RECONCILIATION OF NET INCOME

GAAP NET INCOME 276,859$                     76,507$                       704,877$                     203,861$                     

    Share-based compensation (a) 25,930                         19,950                         72,325                         59,283                         

    Amortization of acquisition-related intangible assets (b) 15,344                         12,169                         39,115                         39,388                         

    Impairment of acquisition-related intangible assets (c) 83,228                         -                                  83,228                         -                                  

    Convertible debt interest (d) 9,859                           22,685                         50,202                         66,927                         

    Income tax adjustments (e) (40,473)                       (13,547)                       (73,131)                       (44,266)                       

NON-GAAP NET INCOME 370,747$                     117,764$                     876,616$                     325,193$                     

GAAP COST OF REVENUES 823,160$                     890,269$                     2,431,817$                  2,430,798$                  

   Share-based compensation (a) (2,716)                         (1,929)                         (6,880)                         (5,389)                         

   Amortization of acquisition-related intangible assets (b) (10,256)                       (9,800)                         (29,916)                       (32,712)                       

NON-GAAP COST OF REVENUES 810,188$                     878,540$                     2,395,021$                  2,392,697$                  

GAAP GROSS PROFIT 801,993$                     382,921$                     2,010,328$                  1,080,208$                  

  Share-based compensation (a) 2,716                           1,929                           6,880                           5,389                           

  Amortization of acquisition-related intangible assets (b) 10,256                         9,800                           29,916                         32,712                         

NON-GAAP GROSS PROFIT 814,965$                     394,650$                     2,047,124$                  1,118,309$                  

GAAP RESEARCH AND DEVELOPMENT EXPENSES 183,821$                     150,336$                     526,987$                     443,690$                     

  Share-based compensation (a) (13,142)                       (10,379)                       (37,486)                       (31,029)                       

NON-GAAP RESEARCH AND DEVELOPMENT EXPENSES 170,679$                     139,957$                     489,501$                     412,661$                     

GAAP SALES AND MARKETING EXPENSES 72,237$                       57,938$                       194,965$                     159,234$                     

  Share-based compensation (a) (5,241)                         (3,794)                         (13,813)                       (11,057)                       

NON-GAAP SALES AND MARKETING EXPENSES 66,996$                       54,144$                       181,152$                     148,177$                     

GAAP GENERAL AND ADMINISTRATIVE EXPENSES 49,171$                       40,205$                       141,152$                     110,488$                     

  Share-based compensation (a) (4,831)                         (3,848)                         (14,146)                       (11,808)                       

NON-GAAP GENERAL AND ADMINISTRATIVE EXPENSES 44,340$                       36,357$                       127,006$                     98,680$                       

GAAP TOTAL OPERATING EXPENSES 393,545$                     250,848$                     955,531$                     720,088$                     

  Share-based compensation (a) (23,214)                       (18,021)                       (65,445)                       (53,894)                       

  Amortization of acquisition-related intangible assets (b) (5,088)                         (2,369)                         (9,199)                         (6,676)                         

  Impairment of acquisition-related intangible assets (c) (83,228)                       -                                  (83,228)                       -                                  

NON-GAAP TOTAL OPERATING EXPENSES 282,015$                     230,458$                     797,659$                     659,518$                     

GAAP OPERATING INCOME 408,448$                     132,073$                     1,054,797$                  360,120$                     

  Cost of revenues adjustments (a) (b) 12,972                         11,729                         36,796                         38,101                         

  Operating expense adjustments (a) (b) (c) 111,530                       20,390                         157,872                       60,570                         

NON-GAAP OPERATING INCOME 532,950$                     164,192$                     1,249,465$                  458,791$                     

GAAP OTHER INCOME (EXPENSE), NET (4,892)$                       (13,695)$                     (33,890)$                     (56,208)$                     

    Convertible debt interest (d) 9,859                           22,685                         50,202                         66,927                         

NON-GAAP OTHER INCOME (EXPENSE), NET 4,967$                         8,990$                         16,312$                       10,719$                       

GAAP NET INCOME 276,859$                     76,507$                       704,877$                     203,861$                     

  Cost of revenues adjustments (a) (b) 12,972                         11,729                         36,796                         38,101                         

  Operating expense adjustments (a) (b) (c) 111,530                       20,390                         157,872                       60,570                         

  Convertible debt interest (d) 9,859                           22,685                         50,202                         66,927                         

  Income tax adjustments (e) (40,473)                       (13,547)                       (73,131)                       (44,266)                       

NON-GAAP NET INCOME 370,747$                     117,764$                     876,616$                     325,193$                     

Diluted net income per share:

  GAAP 1.18$                           0.31$                           2.91$                           0.83$                           

  Non-GAAP 1.59$                           0.48$                           3.63$                           1.32$                           

Shares used in computing diluted net income per share:

  GAAP 235,032                       244,221                       242,270                       245,502                       

  Non-GAAP (f) 233,256                       244,287                       241,408                       245,472                       

Nine months ended 

SanDisk Corporation

Reconciliation of Preliminary GAAP to Non-GAAP Operating Results 
(1)

(in thousands, except per share data, unaudited)



September 29, 2013 September 30, 2012 September 29, 2013 September 30, 2012

SUMMARY RECONCILIATION OF DILUTED SHARES

Shares used in computing diluted net income per share:

  GAAP 235,032                         244,221                         242,270                         245,502                       

Adjustments for share-based compensation 363                                66                                  248                                (30)                               

Offsetting shares from call option (2,139)                            -                                 (1,110)                            -                               
  Non-GAAP (f) 233,256                         244,287                         241,408                         245,472                       

(1)

(a)

(b)

(c)

(d)

(e)

(f) Non-GAAP diluted shares includes the impact of offsetting shares from the call option related to the Company's 1.5% Sr. Convertible Notes due 2017 and the 

impact of share based compensation.

To supplement our condensed consolidated financial statements presented in accordance with generally accepted accounting principles (GAAP), we use non-

GAAP measures of operating results, net income and net income per share, which are adjusted from results based on GAAP to exclude certain expenses, 

gains and losses.  These non-GAAP financial measures are provided to enhance the user's overall understanding of our current financial performance and our 

prospects for the future.  Specifically, we believe the non-GAAP results provide useful information to both management and investors as these non-GAAP 

results exclude certain expenses, gains and losses that we believe are not indicative of our core operating results and because they are consistent with the 

financial models and estimates published by many analysts who follow the Company.  For example, because the non-GAAP results exclude the expenses we 

recorded for share-based compensation, amortization of acquisition-related intangible assets related to acquisitions of Matrix Semiconductor, Inc. in January 

2006, Pliant Technology, Inc. in May 2011, FlashSoft Corporation in February 2012, Schooner Information Technology, Inc. in June 2012 and SMART Storage 

Systems in August 2013, impairment of acquisition-related intangible assets, non-cash economic interest expense associated with the convertible debt and 

related tax adjustments, we believe the inclusion of non-GAAP financial measures provides consistency in our financial reporting.  In addition, the Company's 

non-GAAP diluted shares include the impact of the Company's outstanding call option which, when exercised, will offset the issuance of dilutive shares from 

the Company's 1.5% Sr. Convertible Notes due 2017, while the Company's GAAP diluted shares excludes the anti-dilutive impact of this call option.  These 

non-GAAP results are some of the primary indicators management uses for assessing our performance, allocating resources and planning and forecasting 

future periods.  Further, management uses non-GAAP information that excludes certain non-cash charges, such as amortization of acquisition-related 

intangible assets, impairment of acquisition-related intangible assets, share-based compensation, non-cash economic interest expense associated with the 

convertible debt and related tax adjustments, as these non-GAAP charges do not reflect the cash operating results of the business or the ongoing results.  

These measures should be considered in addition to results prepared in accordance with GAAP, but should not be considered a substitute for, or superior to, 

GAAP results.  These non-GAAP measures may be different than the non-GAAP measures used by other companies.

SanDisk Corporation

Reconciliation of Preliminary GAAP to Non-GAAP Operating Results 
(1)

(in thousands, unaudited)

Impairment of acquisition-related intangible assets and in-process research and development related to the Pliant Technology, Inc. acquisition.

Incremental interest expense relating to the non-cash economic interest expense associated with the Company's 1% Sr. Convertible Notes due 2013, which 

matured in May 2013, and 1.5% Sr. Convertible Notes due 2017.

Income taxes associated with certain non-GAAP to GAAP adjustments.

Three months ended Nine months ended

Share-based compensation expense.

Amortization of acquisition-related intangible assets, primarily core technology, developed technology, customer relationships and trademarks related to the 

acquisitions of Matrix Semiconductor, Inc. (January 2006), Pliant Technology, Inc. (May 2011), FlashSoft Corporation (February 2012), Schooner Information 

Technology, Inc. (June 2012) and SMART Storage Systems (August 2013).



September 29, 2013 December 30, 2012

ASSETS

Current assets:

Cash and cash equivalents 902,765$                        995,470$                        

Short-term marketable securities 1,142,616                       1,880,034                       

Accounts receivable, net 685,103                          626,025                          

Inventory 776,224                          750,075                          

Deferred taxes 101,020                          93,877                            

Other current assets 340,177                          260,879                          

Total current assets 3,947,905                       4,606,360                       

Long-term marketable securities 2,243,700                       2,835,931                       

Property and equipment, net 673,219                          665,542                          

Notes receivable and investments in Flash Ventures 1,214,943                       1,460,112                       

Deferred taxes 121,090                          168,718                          

Goodwill 318,111                          201,735                          

Intangible assets, net 275,141                          246,919                          

Other non-current assets 150,422                          153,810                          
Total assets 8,944,531$                     10,339,127$                   

LIABILITIES

Current liabilities:

Accounts payable trade 348,399$                        254,459$                        

Accounts payable to related parties 163,831                          214,806                          

Convertible short-term debt -                                      906,708                          

Other current accrued liabilities 389,098                          257,539                          

Deferred income on shipments to distributors and retailers and deferred revenue 291,318                          248,155                          

Total current liabilities 1,192,646                       1,881,667                       

Convertible long-term debt 819,681                          789,913                          

Non-current liabilities 329,743                          407,947                          

Total liabilities 2,342,070                       3,079,527                       

EQUITY

Stockholders' equity:

Common stock 4,752,172                       5,027,512                       

Retained earnings 1,833,713                       2,071,268                       

Accumulated other comprehensive income 19,650                            165,121                          

Total stockholders' equity 6,605,535                       7,263,901                       

Non-controlling interests (3,074)                             (4,301)                             

Total equity 6,602,461                       7,259,600                       
Total liabilities and equity 8,944,531$                     10,339,127$                   

SanDisk Corporation

Preliminary Condensed Consolidated Balance Sheets

(in thousands, unaudited)



Preliminary Condensed Consolidated Statements of Cash Flows

(in thousands, unaudited)

September 29, 2013 September 30, 2012 September 29, 2013 September 30, 2012

Cash flows from operating activities:

Net income 276,859$                      76,507$                        704,877$                      203,861$                      

Adjustments to reconcile net income to net cash provided by operating 

activities:

Deferred taxes (12,240) 3,591 53,254 9,554

Depreciation 57,650 42,768 165,862 112,471

Amortization 50,710 57,799 171,956 190,079

Provision for doubtful accounts (644) 1,794 498 70

Share-based compensation expense 25,930 19,950 72,325 59,283

Excess tax benefit from share-based plans (4,238) (3,095) (19,899) (14,116)

Impairment and other 81,774 (4,385) 76,258 (14,256)

Other non-operating 1,134 (544) 774 8,896

Changes in operating assets and liabilities:

Accounts receivable, net (40,539) (138,428) (51,749) 56,081

Inventory (23,411) 9,921 4,096 (173,794)

Other assets (44,666) (24,887) (23,093) 35,387

Accounts payable trade 66,824 63,174 82,194 59,764

Accounts payable to related parties (4,188) (8,707) (50,975) (50,139)

Other liabilities (48,542) 32,481 60,479 (268,913)

Total adjustments 105,554 51,432 541,980 10,367

Net cash provided by operating activities 382,413 127,939 1,246,857 214,228

Cash flows from investing activities:

Purchases of short and long-term marketable securities (507,392) (588,098) (2,504,479) (1,950,164)

Proceeds from sales of short and long-term marketable securities 1,277,691 410,323 3,125,350 1,583,503

Proceeds from maturities of short and long-term marketable securities 127,695 71,045 634,600 478,475

Acquisition of property and equipment, net (50,866) (142,338) (170,715) (382,632)

Investment in Flash Ventures ―  ―  ―  (50,439)

Notes receivable issuances to Flash Ventures ―  ―  ―  (142,316)

Notes receivable proceeds from Flash Ventures ―  146,090 73,388 357,876

Purchased technology and other assets (5,353) (23) (9,261) (245)

Acquisitions, net of cash acquired (304,178) (213) (304,320) (69,417)

Net cash provided by (used in) investing activities 537,597 (103,214) 844,563 (175,359)

Cash flows from financing activities:

Repayment of debt financing ―  ―  (928,061) ―  

Distribution to non-controlling interests ―  ―  (87) ―  

Proceeds from employee stock programs 43,036 27,098 206,052 77,770

Excess tax benefit from share-based plans 4,238 3,095 19,899 14,116

Dividends paid (50,638) ―  (50,638) ―  

Share repurchase program (1,069,545) (37,429) (1,439,539) (191,504)

Net cash received for share repurchase contracts ―  21,533 ―  2,675

Net cash provided by (used in) financing activities (1,072,909) 14,297 (2,192,374) (96,943)

Effect of changes in foreign currency exchange rates on cash 1,533 1,009 8,249 1,063

Net increase (decrease) in cash and cash equivalents (151,366) 40,031 (92,705) (57,011)

Cash and cash equivalents at beginning of period 1,054,131 1,070,454 995,470 1,167,496

Cash and cash equivalents at end of period 902,765$                      1,110,485$                   902,765$                      1,110,485$                   

Three months ended Nine months ended 

SanDisk Corporation


