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ELECTRONICS FOR IMAGING, INC.
303 Velocity Way
Foster City, California 94404

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held on May 18, 2011

TO THE STOCKHOLDERS:

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders (the “Annual Meeting”) of
ELECTRONICS FOR IMAGING, INC., a Delaware corporation (the “Company”), will be held on May 18, 2011 at
9:00 a.m., Pacific Time, at the Company’s corporate headquarters, 303 Velocity Way, Foster City, California
94404 for the following purposes:

1. To elect seven (7) directors to hold office until the next annual meeting or until their successors are
duly elected and qualified.

2. To approve the amendment and restatement of the 2009 Equity Incentive Award Plan and the
reservation of an additional 2,000,000 shares of the Company’s common stock for issuance pursuant to
such amended and restated plan.

3. To approve a non-binding advisory proposal on executive compensation.

4. To provide an advisory vote to determine whether a non-binding advisory vote on executive
compensation should occur every one, two or three years.

5. To ratify the appointment of the independent registered public accounting firm for the Company for the
fiscal year ending December 31, 2011.

6. To transact such other business as may properly come before the meeting or any adjournment or
postponement thereof.

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice.
The Board of Directors has approved the proposals described in the Proxy Statement and recommends that you
vote “FOR” the election of all nominees for director in Proposal 1, “FOR” Proposals 2, 3 and 5 and for “THREE
YEARS” in Proposal 4.

Only stockholders of record at the close of business on April 8, 2011 are entitled to notice of and to vote at
the Annual Meeting and at any adjournment or postponement thereof.

All stockholders are cordially invited to atiend the Annual Meeting in person. However, to ensure your
representation at the Annual Meeting, you are urged to submit your proxy electronically, by telephone or by
marking, signing, dating and returning the enclosed proxy for that purpose. Any stockholder attending the
Annual Meeting may vote in person even if he or she has returned a proxy.

Sincerely,
/s/ BRYAN Ko
Bryan Ko
Secretary
Foster City, California
April 14, 2011
YOUR VOTE IS IMPORTANT.

IN ORDER TO ENSURE YOUR REPRESENTATION AT THE MEETING,

YOU ARE REQUESTED TO SUBMIT YOUR PROXY ELECTRONICALLY OR BY TELEPHONE,
AS DESCRIBED UNDER “SUBMISSION OF PROXIES; INTERNET AND TELEPHONE VOTING”
IN THE ATTACHED PROXY STATEMENT, OR
COMPLETE, SIGN AND DATE THE ENCLOSED PROXY
AS PROMPTLY AS POSSIBLE AND RETURN IT IN THE ENCLOSED ENVELOPE.



ELECTRONICS FOR IMAGING, INC.
PROXY STATEMENT
FOR THE ANNUAL MEETING OF STOCKHOLDERS
. May 18, 2011 "
INFORMATION CONCERNING SOLICITATION AND VOTING

General

This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of Directors
(the “Board of Directors” or the “Board”) of ELECTRONICS FOR IMAGING, INC., a Delaware corporation (the
“Company”), for use at the' Annual Meeting of Stockholders to be held on May 18,2011 at 9:00 a.m., Pacific
Time (the “Annual Meeting”), or at any adjournment or postponement thereof. The Annual Meeting will be held
at the Company’s corporate headquarters, 303 Velocity Way, Foster City, California 94404. The Company
intends to mail this Proxy Statement and’ accompanymg proxy card on or about Aprrl 15, 2011 to stockholders
entitled to Vote at the Annual Meetmg '

- At the Annual Meet1ng, the stockholders of the Company will be asked: (l) to elect seven (7) directors to
hold office until the next annual meeting or until their successors are duly elected and qualified; (2) to approve
the amendment and restatement of the 2009 Equity Incentive Award Plan (the “2009 Equity Plan”) and the
reservation of an additional 2,000,000 shares of the Company’s common stock for issuance pursuant to such
amended and restated plan; (3) to proyide a non-binding advisory vote related to the Company’s executive’
compensat1on program @) to prov1de an advrsory vote to détermine whether a non-binding advisory vote on
executive compensation should occur evéry one, two or three years; (5) to ratify the appomtment of the
Comipany’s independent registered public accounting fitm for the' Company for the fiscal year ending -
December 31, 2011; and (6) to transact such other business as may properly’come before the meeting Or any
adjournment or postponement thereof. All proxies which are properly completed, signed and returned to the
‘Company or properly submltted electromcally or by telephone pr10r to the Annual Meetlng will be voted

Voting Rights and Outstanding Shares

Only stockholders of record at the close of business on April 8, 2011 (the “Record Date™) are entitled to
receive notice of and to vote at the Annual Meetlng As of the Record Date the Company had outstandmg and
entitled to vote 46,890,219 shares of common stock. The holders of a majority of the shares outstanding and
entitled to vote at the Annual Meeting constitute a quorum. As of the Record Date, there were 46,890,219 shares
outstanding and entitled to vote. Therefore, the Company will need at least 23,445,110 shares entitled to vote:-
present in person, by telephone or by proxy at the Annual Meeting for a.quorum to exist. Each holder of record of
cormmon stock.on.the Record Date will be entrtled to one vote per share on all matters to be voted upon by the
stockholders. There is no cumulatlve votrng for the election of d1rectors

All votes will be tabulated by the inspector of election appointed for the Annual Meeting, who will
separately tabulate affirmative and negative votes, abstentions, withheld votes and broker non-votes. Abstentions,
withheld votes and broker non-votes are counted as present for purposes of establrshmg a quorum for the
transaction of business at the Annual Meeting. Abstentions represent a stockholder’s affirmative choice to
decline to-vote on a proposal. Broker non-votes occur when a broker, bank or other nominee holding shares for a
beneficial owner-does not vete on a particular matter because such broker, bank or other nominee does not have
discretionary authority to vote on that matter and has not received voting instructions from the beneficial owner.
Brokers, banks and other neminees typically do not have discretionary-authority to vote:on non-routine matters.
Under the rules of the New York Stock Exchange (the “NYSE”), as amended (the “NYSE Rules™), which apply
to all NYSE-licensed brokers, brokers have discretionary authority to vote on routine matters when they have not
received timely voting instructions from the beneficial owner. '
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Stockholders’ choices for Proposal One (election of directors) are limited to “for” and “withhold.” A
plurality of the shares of common stock voting in person or by proxy is required to elect each of the seven
(7) nominees for director under Proposal One. A plurality means that the seven (7) nominees receiving the largest
number of votes cast (votes “for”) will be elected. Because the election of directors under Proposal One is
considered to be a non-routine matter under the NYSE Rules, if you do not instruct your broker, bank or other
nominee on how to vote the shares in your account for Proposal One, brokers will not be permitted to exercise
their voting authority and uninstructed shares may constitute broker non-votes. Broker non-votes will have no
effect on the outcome of Proposal One because the election of directors is based on the votes actually cast.
Withheld votes will be considered for purposes of the Company’s “majority withheld vote” policy as set forth in
the Company’s Board of Director Guidelines (the “Board of Director Guidelines”). The Board of Director
Guldehnes can be found at the Company’s website at www.efi.com.

The.afflrmatlve vote of a majority of shares entitled to vote that are present in person or by proxy is required
to approve Proposal Two (amendment and restatement of the 2009 Equity Plan) and Proposal Three (advisory.
vote on executive compensation). Because both the vote under Proposal Two and the advisory vote under
Proposal Three are considered to be non-routine matters under the NYSE Rules, if you do not instruct your
broker, bank or other nominee on how to vote the shares in your account for Proposal Two and Proposal Three,
brokers will not be permitted to exercise their voting authority and uninstructed shares may constitute broker
non-votes. Broker non-votes and abstentions will have the same effect as negative votes on this proposal because
they represent votes that are present, but not cast.

Stockholders’ choices for Proposal Four (frequency of advisory vote on executive compensation) are limited
to “one year,” “two years,” “three years” and “abstain.” Because the advisory vote under Proposal Four is
considered to be a non-routine matter under the NYSE Rules, if you do not instruct your broker, bank or other
nominee on how to vote the shares in your account for Proposal Four, brokers will not be permitted to exercise
their voting authority and uninstructed shares may constitute broker non-votes. Broker non-votes and abstentlons
will have no effect on the outcome of Proposal Four.

¢,

The affirmative vote of a majority of shares entitled to vote that are present in person or by PIOXy is requ1red
to ratify the selection of the independent registered public accounting firm for the fiscal year ending
December 31, 2011 under Proposal Five (ratification of appointment of auditors). Abstentions have the same
effect as negative votes on this proposal because they represent votes that are present, but not cast. Proposal Five
is considered to be a routine matter and, accordingly, if you do not instruct your broker, bank or other nominee
on how to vote the shares in your account for Proposal Five, brokers will be permitted to exer01se their
discretionary authority to vote for the ratification of the appointment of auditors.

Adjournment of Meeting

In the event that sufficient votes in favor of the proposals are not received by the date of the Annual -
Meeting, the persons named as proxies may propose one or more adjournments of the Annual Meeting to permit
further solicitation of proxies. Any such adjournment will require the affirmative vote of a majority of shares -
entitled to vote present in person or by proxy at the Annual Meeting.

Submission of Proxies; Internet and Telephone Voting

If you hold shares as a registered stockholder in your own name, you should complete, sign and date the
enclosed proxy card as promptly as possible and return it using the enclosed envelope. If your completed proxy
card is received prior to or at the Annual Meeting, your shares will be voted in accordance with your voting
instructions. If you sign-and return your proxy card but do not give voting instructions, your shares will be voted
FOR (1) the election of the Company’s seven (7) nominees as directors; (2) the amendment and restatement of
the 2009 Equity Plan ; (3) the advisory vote on executive compensation; (4) holding the advisory vote on
executive compensation every three (3) years; (5) the ratification of the appointment of the independent
registered public accounting firm for the Company for the fiscal year ending December 31, 2011; and (6) as the
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proxy holders deem advisable, in their discretion, on other matters that may properly come before the Annual
Meeting. If you hold shares through a bank or brokerage firm, the bank or brokerage firm will provide you with
separate voting instructions on a form you will receive from them. Many such firms make telephone-or Internet
voting available, but the specific processes available will depend on those firms’ individual arrangements.

Sohcrtatlon

The cost of preparmg, assemblmg, prmtrng and mailing the Proxy Statement the Notice of Annual Meeting and
the enclosed proxy, as well as the cost of soliciting proxies relatmg to the Company’s proposals for the Annual
Meeting, will be borne by the Company The Company will request banks, brokers, dealers and voting trustees or other
nominees to solicit their customers who are beneficial owners of shares listed of record in names of nominees and will
reimburse such nomiiees for the reasonable out-of- pocket expenses of such solicitations. The original solicitation of
proxies by mail may be supplemented by telephone, facsimile, telegram, email and personal solicitation by directors,
officers and regular.employees.of the Company or, at the Company’s request, a proxy solicitation firm. No additional
compensation-will be paid to directors, officers or other regular employees of the Company for such services, but.a
proxy solicitation firm will be paid a.customary fee if it renders solicitation services.

Revocablhty of Proxies N k _

Any-proxy given pursuant to this sohcltanon may be revoked by the person g1v1ng it at any time before its use by
delivering to the, Secretary of the Company at the Company’s priricipal executive office, 303 Velocity Way, Foster
City, California 94404, a written notice of revocation or a duly executed proxy bearing a later date, or by attending the
Annual Meeting and voting in person. Attendance at the- Annual Meeting will not, by itself, revoke a proxy. .

Stockholder Proposals To Be Presented at Next Annual Meetmg

The deadline for submlttmg a stockholder proposal for inclusion in the Company S proxy statement and
form of proxy for the Company’s annual meeting of stockholders to-be held in 2012, pursuant to Securities and
Exchange-Commission (the “SEC”) Rule 14a-8,'is currently expected to be December 16, 2011. The Company’s
amended and restated bylaws (the “Bylaws”) also establish a deadline with respect to discretionary voting for
submission of stockholder proposals that are not intended to be included in the Company’s proxy statement. For
nominations of persons for election to the Board:of Directors and other business to be property brought before
the 2012 annual meeting by a stockholder, notice must bé delivered to-or mailed and received at the principal - -
executive offices of the Company not earlier than the close of business on January-18, 2012 and not later than ‘the
close of business on February 17, 2012 (the “Discretionary Vote Deadline”). These deadlines are subject to
change if the date of the 2012 annual meeting is-more than 30 calendar days before or more than 60 calendar
days after the date of the Annual Meeting. If a stockholder gives notice of such' proposal after the Discretionary
Vote Deadline, the Company’s proxy holders will be allowed to use their discretionary voting authority to vote
the shares they represent as the Board of Directors may recommend, which may include a vote against the
stockholder proposal when and if the proposal is raised at the Company’s 2012 annual meeting.

Additional Copies

The Company’s Annual Report on Form 10-K for the flscal year ended December 31, 2010 (the “Annual
Report™) will be mailed concurrently with the mailing of the Notice of Annual Meeting and Proxy- Statement to
all stockholders entitled to notice of and to vote at the Annual Meeting. Except to the extent expressly
incorporated by reference into this Proxy Statement, the Annual Report does 1ot constitute, and should not be
considered, a part of this proxy solicitation material.

If you would like a copy of the Annual Report, the Company will provide one to you free of charge
upon your written request to Investor Relations-at Electronics For Imaging, Inc 303 Velocity Way, Foster
City, California 94404,

IMPORTANT NOTICE REGARDING INTERNET AVAILABILITY OF PROXY MATERIALS
FOR THE ANNUAL MEETING OF STOCKHOLDERS TO BE HELD ON MAY 18, 2011: The
Company’s Proxy Statement dated April 14, 2011 and Annual Report are available electronically at
http://ir.efi.com/proxy.cfm. - :




PROPOSAL ONE
ELECTION OF DIRECTORS

Nominees

There are seven (7) nominees for election at the Annual Meeting. Each nominee currently serves as a
director and, except for Eric Brown, was elected by stockholders at the 2010 annual meeting. On April 1, 2010,
James S. Greene notified the Company of his intention to not stand for re-election, resulting in one vacancy on
the Board of Directors from May 27, 2010 until April 7, 2011 when the Board of Directors appointed Mr. Brown
to fill the vacancy. Votes cannot be cast, whether in person or by proxy, for more individuals than the seven (7)
nominees named in this Proxy Statement. Following the Annual Meseting, the Board of Directors will consist of
seven (7) members

Unless otherwise instructed, the proxy holders will vote the proxies received by them for the seven
(7) nominees named below. In the event that any Board of Director’s nominee is unable or declines to serve as a
director at the time of the Annual Meeting, the proxies will be voted for the nominee who shall be designated by the
present Board of Directors to fill the vacancy. In the event that additional persons are nominated for election as
directors by the present Board of Directors, the proxy holders intend to vote all proxies received by them in such a
manner as will assure the election of as many of the nominees listed below as possible. Each person has been
recommended for nomination by the Nominating and Governance Committee of the Board of Directors and has
been nominated by the Board of Directors for election. Each person nominated for election has agreed to serve, and
the Company is not aware of any nominee who will be unable or will decline to serve, as a director: The term of
office for each person elected as a director will continue until the next annual meeting of stockholders or until his
successor has been duly elected and quahﬁed or until such director’s earlier death, resignation or removal.

As set forth in the Company s Board of Dlrector Guldelmes and Nommatmg and Governance Commiittee
Charter, the Company has a majority voting policy for the election of directors in an uncontested election.
Pursuant to this policy, in the event that a nominee for director in an uncontested election receives more
“withheld” votes for his or her elecﬁon than “for” votes, the director must submit a resignation to the Board of
Directors. The Nominating and Governance Committee of the Board of Directors will evaluate and make a . -
recommendation to the Board of Directors with respect to the offered resignation. The Board of Directors will
take action on the recommendation within 90 days following certification of the stockholder vote. No director
who tenders a resignation may participate in the Nominating and Governance Committee’s or the Board of
Directors’ consideration of the matter. The Company will publicly dlsclose the Board of Directors’ decision
including, as applicable, the reasons for rejecting a resignation.

The names of the nominees, each of whom is currently a director of thé Company elected by the
stockholders or appointed by the Board of Directors, and certain 1nfonnat10n about them as of April 8, 2011 are
set forth below.

Name of Nominee and Principal Occupation égg Director Since

Eric Brown(3 ). ..ot e e e e .. 45 2011
Executive Vice President, Chief Financial Officer, Electronic Arts Inc. ‘

Gill Cogan(l)(2) .. i v ettt it it it e e i 59 1992
Founding Partner, Opus Capital Ventures LLC : ,

Guy Gecht. ... e 45 2000
Chief Executive Officer of the Company

Thomas Georgens(3) . ......oi it i i P | 2008
- Chief Executive Officer, President and Director, NetApp, Inc. - - . ,

Rlchard A Kashnow(2)(3) .. oovi i 69: 2008
Consultant, Self-Employed

Dan Maydan(1){(2) ............... S P 75 1996
Member, Board of Trustees, Palo Alto Medical Foundation’ ' '

Fred Rosenzweig . ... ... oot 55 2000

President of the Company



6)) Member of the Compensation Committee.
(2) Member of the Nominating and Governance Committee.
(3) Member of the Audit Committee.

Mr. Brown has served as a director of the Company since April 7, 2011. Mr. Brown has served as Executive
Vice President, Chief Financial Officer of Electronic Arts, Inc., an interactive entertainment software company,
since April 2008. From January 2005 to April 2008, Mr. Brown worked at McAfee, Inc., a security technology
company, serving as Chief Operating Officer and Chief Financial Officer. Mr. Brown was the President and
Chief Financial Ofﬁcer of MicroStrategy Incorporated, a business intelligence software provider, from 2000 until
2004. From 1998 to 2000, Mr. Brown worked at Electronic Arts as Vice President and Chief Operating Officer of
Electronic Arts Redwood Shores (Cahforma) studio division. From 1995 to 1998, Mr. Brown was co-founder
and Chief Financial Officer of Datasage Inc., a Boston-based enterprise technology company. Mr. Brown
received a B.S. in Chemistry from the Massachusetts Institute of Technology and a M.B.A from the MIT Sloan
School of Management Mr. Brown’s oversight of worldwide finance operations with responsibility for financial
reporting, balance sheet management, audit, and tax matters prov1des the Board of Directors Wlth a broad range
of expertlse on vanous financial issues facmg a global organization.

Mr. Cogan has setved as a director of the Company since 1992 and as Chairman of the Board of Directors
since June 28, 2007. Mr. Cogan is a founding Partner of Opus Capital Ventures LLC, a venture capital firm
established in 2005. Previously, he was the Managing Partner of Lightspeed Venture Partners, a venture capital
firm, from 2000 to 2005. From 1991 until 2000, Mr. Cogan was Managing General Partner of Weiss, Peck &
Greer Venture Partners, L.P., a venture capital firm. From 1986 to 1990, Mr. Cogan was a partner of Adler &
Company, a venture capital group handling technology-related investments: From 1983 to 1985, he was
Chairman and Chief Executive Officer of Formtek, Inc., an imaging and data management computer company,
whose products were based upon technology developed at Carnegie-Mellon University. Mr. Cogan is currently a
director of several privately held companies. Mr. Cogan holds an M.B.A. from the University of California at
Los Angeles. Mr. Cogan’s experience in venture capital firms brings him extensive knowledge of technology
companies that is valuable to the Board of Dlrectors discussions of the Company 8 technology related
investments.

Mr. Gecht was appointed Chief Executive Officer of the Company on January 1, 2000. From July 1999 to
January 2000, he served as President of the Company. From January 1999 to July 1999, he was Vice President
and General Manager of Fiery products of the Company. From October 1995 through January 1999, he served as
Director of Software Engineering. Prior to joining the Company, Mr. Gecht was Director of Engineering at
Interro Systems, Inc., a technology company, from 1993 to 1995. From 1991 to 1993, he served as Software
Manager of ASP Computer Products, a networking company, and from 1990 to 1991 he served as Manager of
Networking Systems for Apple Israel, a technology company. From 1985 to 1990, he served as an officer in the -
Israeli Defense Forces, managing an engineering development team, and later was an acting manager of one of
the IDF high-tech departments. Mr. Gecht currently Serves as a member of the board of directors, audit
committee and compensation committee of Check Point Software Technologies Ltd., a global information
technology security company. Mr. Gecht holds a B.S. in Computer Science and Mathematics from Ben Gurion
University in Israel. Mr. Gecht’s different previous roles within the Company, along with his experience as the
Company’s Chief Executive Officer for over ten (10) years, give him unique insights into the Company ]
challenges, opportunities and opérations. :

Mr. Georgens has served as a director of the Company since 2008. Mr. Georgens is currently Chief
Executive Officer, President and Director of NetApp, Inc., a provider of data management solutions. Prior to
becoming its Chief Executive Officer, from February 2008 to August 2009, Mr. Georgens was President and
Chief Operating Officer of NetApp. From January 2007 to January 2008, Mr. Georgens was Executive Vice
President, Product Operations-and from October 2005 to January 2007, he was Executive Vice President and
General Manager of Enterprise Storage Systems for NetApp. From 1996 to 2005, Mr. Georgens served LSI
Logic and its subsidiaries, including Engenio, in various capacities, including as President, Chief Executive
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Officer, Vice President and General Manager, and Director. Prior to working with LSI Logic and its subsidiaries,
Mr. Georgens spent 11 years at EMC Corporation in a variety of engineering and marketing positions.

Mr. Georgens graduated from Rensselaer Polytechnic Institute with a B.S. and M.Eng, degrees in Computer and
Systems Engineering, and also holds an M.B.A. from Babson College. Mr. Georgens’s current role of Chief
Executive Officer of a NASDAQ-100 company brings to the Board of Directors the perspective of a leader
facing similar current economic, social and governance issues, In addition, his role prov1des Mr Georgens with
insight in the preparation and review of financial statements of a public company.

Mr. Kashnow has served as a director of the Company s1nce 2008. Since 2003 Mr Kashnow has been self—
employed as a consultant. From 1999 until 2003, Mr. Kashnow served as President of Tyco. Ventures the venture
capital unit he established for Tyco International, Inc., a diversified manufacturmg and serv1ces company. From
1995 to 1999, he served as Chairman, Chief Executive Ofﬁcer and President of Raychem COI‘pOI‘atIOIl a global
technology materials company. He started his career as a physwlst at General Electric’s Corporate Research and
Development Center in 1970. During his seventeen years with General Electrics, he progressed through a series
of technical and general management assignments, He served in the U.S. Army between 1968 and 1970 and
completed his active duty tour as a captain. He also serves on the board of directors of Ariba, Inc., a public
company providing on-demand spend management solutions. Until March 2008, he served as Chairman of
ActivIdentity, a public software security company. Until September 2007, he also served as Chairman of Komag,
Inc., a public data storage media company, which was. acquired at that time by Western Digital. Until September
2006, he served on the board.of directors of Parkervision, Inc., a radio frequency technology company, and as
Chairman of its Compensation Committee. Mr. Kashnow received a Ph.D. in Physics from Tufts University in
1968 and aB.S. in Physics from Worcester Polytechnlc Institute in 1963. Mr. Kashnow’s experience in
supervising a principal financial ofﬁcer as the former Chief Executive Officer of Raychem Corporation prov1des
the Board of Directors with a perspectlve of an executwe 1nvolved in the preparation and review of financial
statements of a pubhc company.

Dr. Maydan has served as a d1rector of the Company since 1996 Dr. Maydan was Presrdent of Apphed
Materials Inc., a semlconductor manufacturlng equipment company,- from January 1994 to April 2003 and a
member of that company’s board of directors from June 1992 to October 2005. From March 1990 to January
1994, Dr. Maydan served as Applied Materials’ Executive Vice President, with responsibility for all product
lines and new product development. Before joining Applied Materials in September 1980, Dr. Maydan spent
thirteen years managing new technology development at Bell Laboratories during which time he pioneered laser
recording of data on thin-metal films and made significant advances in photolithography and vapor deposition -
technology for semiconductor manufacturing. In 1998, Dr. Maydan was elected to the National Academy of
Engineering. He serves on the board of directors of Infinera Corporation, a digital optical communications . . .
company and the board of directors of a privately held company. Dr. Maydan is a member, of the Board of
Trustees.of the Palo Alto Medical Foundation (P.A.M.F.). Dr. Maydan received his B.S. and M.S. degrees in
Electrical Engineering from Technion, the Israel Institute of Technology, and his Ph.D. in Physics from
Edinburgh University.in Scotland. Dr. Maydan’s broad experience in technology, innovation, marketing and
operations provides the Board of Directors with-a global perspective on the issues faced by manufacturing and
technology companies., :

Mr. Rosenzweig was appointed President of the Company as of January 1, 2000. From July 1999 to January
2004, he served as Chief Operating Officer of the Company. From August-1998 to July 1999, Mr. Rosenzweig
served as Executive Vice President of the Company. From January 1995 to August 1998, Mr. Rosenzweig served
as Vice President, Manufacturing and Support of the Company. From May 1993 to January 1995,

Mr. Rosenzweig served as Director of Manufacturing; of the Company. Prior to joining the Company, from July
1992 to- May 1993, he was a plant general manager at:Tandem Computers Corporation, a computer company.
From October 1989 to July- 1992, Mr. Rosenzweig served as a systems and peripheral test manager at Tandem
Computers Corporation. Mr. Rosenzweig holds a B.S. in Metallurgical Engineering from The Pennsylvania State
University and an-M.B.A. from the University of California-at Berkeley. Mr. Rosenzweig’s leadership .as our
President and previous experience within the Company provide him with intimate knowledge of our operations.
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Vote Required

Subject to the “majority withheld votes” policy in the Board of Director Guidelines, directors are elected if
they receive a plurality of the votes present in person or represented by proxy at the Annual Meeting.
Accordingly, the sevén (7) nominees receiving the largest number of votes cast (votes “for”) will be elected.

Recommendation of the Board of Directors

The Company’s Board of Directors recommends a vote “FOR” the election of all seven (7) nominees listed
above. Proxies received by the Company will be voted “FOR” the election of all nominees listed above
unless the stockholder specifies otherwise in the proxy.




MEETINGS AND COMMITTEES OF THE BOARD OF DIRECTORS

Meetings of Board of Directors and Committees

The Board of Directors of the Company held a total of elght (8) meetmgs in 2010. The Board of Directors
has established the following committees, among others, to assist the Board of Directors in discharging its duties:
(i) an Audit Committee, (ii) a Compensation Committee and (iii) a Nominating and Governance Committee
(collectively, the “Board Committees™). Current copies of the charters for the Board Committees can be found on
the Company’s website at www.efi.com. Each director attended 75% or more of the total number of meetings of
the Board of Directors and of the Board Committees:upon which such director served during 2010.

Audit Committee

The Audit Committee currently consists of Directors Georgens, Brown and Kashnow (Chairman). The
Audit Committee conducted ten (10) meetings in 2010. Dr. Maydan served as a member of the Audit Committee
from May 27, 2010 to April 7, 2011. The Audit Committee oversees the accounting and financial reporting
processes of the Company and audits of the financial statements of the Company and assists the Board of
Directors in oversight and monitoring of the integrity of the Company’s financial statements, the Company’s
compliance with certain legal and regulatory requirements, the independent auditor’s qualifications,
independence and performance, and the Company’s systems of internal controls. The Audit Committee also
approves the engagement of and the services to be performed by the Company’s independent auditors. The Board
of Directors has determined that all members of the Audit Committee are “independent” as that term is defined in
Rule 5605(a)(2) of the NASDAQ Listing Rules (the “NASDAQ Rules”) and also meet the additional criteria for
independence of Audit Committee members set forth in Rule 10A(m) under the Securities Exchange Act of 1934,
as amended (the “Exchange Act”). In addition, the Board of Directors has determined that each member of the
Audit Committee is an “audit committee financial expert” as defined by the SEC.

The Audit Committee oversees the Company’s Ethics Program, which presently includes, among other
things, the Company’s Code of Business Conduct and Ethics, the Company’s Code of Ethics for the Management
Team, the Company’s Code of Ethics for the Accounting and Finance Team and the Company’s Code of Ethics
for the Sales Team (collectively, the “Codes™), an Internal Audit Committee responsible for receiving and
investigating complaints, a 24-hour global toll-free hotline and an internal website whereby employees can
anonymously submit complaints via email. The Company’s Codes can be found on the Company’s website at
www.efi.com. As further set forth below, the Audit Committee also oversees the Company’s risk assessment
function.

Compensation Committee

The Compensation Committee currently consists of Directors Cogan (Chairman) and Maydan. The
Compensation Committee held nine (9) meetings in 2010. The Board of Directors has determined that all
members of the Compensation Committee are “independent” as that term is defined in Rule 5605(a)(2) of the
NASDAQ Rules. The Compensation Committee reviews and approves the Company’s executive compensation
policy and administers the Company’s stock plans. The Compensation Committee also reviews the
Compensation Discussion and Analysis contained in the Company’s proxy statements and prepares and approves
the Compensation Committee Report for inclusion in the Company’s proxy statements.

Nominating and Governance Committee

The Nominating and Governance Committee currently consists of Directors Cogan (Chairman), Kashnow
and Maydan. The Nominating and Governance Committee held two (2) meetings in 2010. The Board of
Directors has determined that all members of the Nominating and Governance Committee are “independent” as
that term is defined in Rule 5605(a)(2) of the NASDAQ Rules. The Nominating and Governance Committee
develops and recommends governance principles, recommends director nominees to the Board of Directors and
considers the resignation offers of any nominee for director, in accordance with its Charter and the Company’s
Board of Director Guidelines.



Consideration of Director Nominees
Stockholder Nommees v

The policy of the Nominating and Governance Comrmttee is to consider properly submitted stockholder
nominations for candidates for membership on the Board of Directors as described below under “Identifying and .
Evaluating Nominees for Directors.” In evaluating such nominations, the Nominating and Governance
Committee seeks to achieve a balance of knowledge, experience and capability on the Board of D1rectors and to
address the membership criteria set forth under “Director Qualifications.” :

Stockholders may recommend individuals for consideration by submitting the materials set forth below to
the Company addressed to the Nominating and Governance Committee at the Company’s corporate headquarters.
To be timely, the written materials must be submitted within the time provided by the advance notice provisions
in the Bylaws in order to be included in the Company’s proxy statement for the subject annual meeting.,

The written materials must include: (1) the name(s) and address(es) of the stockholder(s) providing the
notice, as they appear in the Company’s books, and of the other Proposing Persons (as defined below), (2) any
Disclosable Interests (as defined in the Bylaws) of the stockholder(s) providing the notice (o, if-different, the
beneficial owner on whose behalf such notice is given) and/or each other Proposing Person, (3) all information
with respect to such proposed nominee that would be required to be set forth in a stockholder’s notice if such
proposed nominee were a Proposmg Person, (4) all information relatmg to such proposed nominee that is
required to be disclosed in a proxy statement or other filings required to be made in connection with solicitations
of proxies for election of directors in a contested election pursuantto Section 14 under the Exchange Act and the
rules and regulations thereunder, (5) a description of all direct and indirect compensation and other material
monetary agreements; arrangements and understandings during the past three years, and any other- material
relationships, between or among the stockholder providing the notice (or, if different, the beneficial owner on
whose behalf such notice is given) and/or any Proposing Person, on the one hand, and each proposed nominee,
his or her respective affiliates and associates and any other persons with whom such proposed nominee (or any of
his or her respective affiliates and associates) is Acting in Concert (as defined below), on the other hand,
including, without limitation, all information that would be required to be disclosed pursuant to Item 404 under
Regulation S-K if such stockholder or beneficial owner, as applicable, and/or such Proposing Person were the

“registrant” for purposes of such rule and the proposed nominee were a director or executive officer of such
reglstrant and (6) such other information (including one or more accurately completed and executed
questionnaires and executed and delivered agreements) as may reasonably be required by the Company to
determine the eligibility of such proposed nominee to serve as an independent director of the Company or that
could be material to a reasonable stockholder’s understanding of the independence or lack of independence of
such proposed nominee.

For purposes of the information requlred to be disclosed in the written materials described above, the term
“Proposing Person” meéans (i) the stockholder providing the notice of the nomination proposed to be made at the
meeting, (ii) the beneficial owner, if different, on whose behalf the nomination proposed to be made at the
meeting is made, (iii) any affiliate or associate of such beneficial owner (as such terms are defined in Rule 12b-2
under the Exchange Act) and (iv) any other person with whom such stockholder or such beneficial owner (or any
of their respective affiliates or associates) is Acting in Concert.

A person shall be deemed to be “Acting in Concert” with another person for purposes of the information
required to be disclosed in the written materials described above if such person knowingly acts (whether or not
pursuant to an express agreement, arrangement or understanding) in concert with, or towards a common goal
relating to the management, governance or control of the Company in parallel with, such other person where
(i) each person is conscious of the other person’s conduct or intent and this awareness is an element in thelr
decision-making process and (ii) at least one additional factor suggests that such persons intend to act in concert
or in parallel, which such additional factors may include, without limitation, exchanging information (whether
publicly or privately), attending meetings, conducting discussions, or making or soliciting invitations to act in
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concert or in parallel; provided, that a person shall not be deemed to be Acting in Concert with any other person
solely as a result of the solicitation or receipt of revocable proxies from such other person in connection with a
public proxy solicitation pursuant to, and in accordance with, the Exchange Act. A person which is Acting in
Concert with another person shall be deemed to be Acting in Concert with any third party who is also acting in
concert with such other person. :

Any director nominations proposed by stockholders for consideration by the Nominating and Governance
Committee should be addressed to:

Electronics For Imaging, Inc.

Attention: Nominating and Governance Committee
c/o Bryan Ko

303 Velocity Way

Foster City, CA 94404

Director Qualifications

The Nominating and Governance Committee has established the following minimum criteria for evaluating
prospective Board of Director candidates:

Reputation for integrity, strong moral character and adherence to high ethical standards.

Holds or has held a generally recognized position of leadership in the community and/or chosen field
of endeavor, and has demonstrated high levels of accomplishment.

Demonstrated business acumen and experience, and ability to exercise sound business judgment and
commen sense in matters that relate to the current and long-term objectives of the Company. . -

Ability to read and understand basic financial statements and other financial information pertaining to
the Company.

Commitment to understand the Company and its business, industry and strategic objectives.

Commitment and ability to regularly attend and participate in meetings of the Board of Directors,
Board Committees and stockholders, the number of other company boards on which the candidate
serves and the ability to generally fulfill all responsibilities as a director of the Company.

Willingness to represent and act in the interests of all stockholders of the Company rather than the
interests of a particular group.

Good health and ability to serve.

For prospective non-employee directors, independence under applicable standards of the SEC and the
NASDAQ Rules, and the absence of any conflict of interest (whether due to a business or personal
relationship) or legal impediment to, or restriction on, the nominee serving as a director.

Willingness to accept the nomination to serve as a director of the Company.

Other Factors for Potential Consideration

The Nominating and Governance Committee will also consider the following factors in connection with its
evaluation of each prospective nominee:

Whether the prospective nominee will foster a diversity of skills and experiences.

Whether the nominee possesses the requisite education, training and experience to qualify as
“financially literate” or as an “audit committee financial expert” under applicable rules of the SEC and
the NASDAQ Rules.

Composition of the Board of Directors and whether the prospective nominee will add to or complement
the Board of Director’s existing strengths.
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The Nominating and Governance Committee does not have a formal policy with respect to diversity; however,
the Board of Directors and the Nominating and Governance Committee believe that it is essential that our
directors represent diverse viewpoints, skills, education and professional experience. In considering candidates
for the Board of Directors, the Nominating and Governance Committee considers the entirety of each candidate’s
credentials in the context of these standards. '

All of our directors bring to the Board of Directors executive leadership experience derived from their
service as executives and, in most cases, chief executive officers of large corporations. As a group, they bring
extensive board experience and several decades of diverse and extensive business and technical experience. The
process undertaken by the Nominating and Governance Committee in identifying and evaluating qualified
director candidates is described below. Certain individual qualifications and skills of our directors that contribute
to the Board of Directors’ effectiveness as a whole are described above, under each director’s biographical
information.

Identifying and Evaluating Nominees for Directors

The Nominating and Governance Committee initiates the process by preparing a slate of potential
candidates who, based on their biographical information and other information available to the Nominating and
Governance Committee, appear to meet the criteria specified above and/or who have specific quahtles skills or
experience being sought, based on input from the full Board of Dlrectors

o Outside Advisors. .The Nommatmg and Governance Committee may engage a third party search firm
or other advisors to assist in identifying prospective nominees.

»  Nomination of Incumbent Directors.  The re-nomination of existing directors should not be viewed as
automatic, but should be based on continuing qualification under the criteria set forth above.

« For incumbent directors standing for re-election, the Nominating and Governance Committee will
assess the incumbent director’s performance during his or her term, including the number of
meetings attended, level of participation and overall contribution to the Company, the number of
other company boards on which the individual serves, composition of the Board of Directors at
that time and any changed circumstances affecting the individual director which may bear on his
or her ability to continue to serve on the Board of Directors.

*  Management Directors. " The number of officers or employees of the Company serving at any time on
the Board of Directors should be limited such that, at all times, a majority of the directors is
“independent” under applicable standards of the SEC and the NASDAQ Rules.

After reviewing appropriate biographical information and qualifications, first-time candidates will be
interviewed by at least one member of the Nominating and Governance Committee and by the Company’s Chief
Executive Officer. Upon completion of the above procedures, the Nominating and Governance Committee will
determine the list of potential candidates to be recommended to the full Board of Directors for nomination at an
annual meeting or appointment to the Board of Directors between annual meetings. The Board of Directors will
select the slate of nominees only from candidates identified, screened and approved by the Nominating and
Governance Committee.

In accordance with the Company’s “majority withheld vote” policy, the Nominating and Governance
Committee will also consider the resignation offer of any nominee for director who, in an uncontested election,
receives a greater number of votes “withheld” from his or her election than votes “for” such election, and
recommend to the Board of Directors the action it deems appropriate to be taken with respect to such offered
resignation.
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DIRECTOR COMPENSATION

FISCAL 2010 DIRECTOR COMPENSATION

The table below summarizes the cbmpensation f)aid by the Company to non-employee directors, exbept Eric
Brown who was not elected to the Board of Directors until April 7, 2011, for the fiscal year ended December 31,
2010.

Change in
pension value
and
: nonqualified
Fees earned or Stock Option Non-equity deferred
paid in cash awards awards  incentive plan compensation All other
Name(1) - $)2) $Q3) $)(4) compensation earnings compensation Total
(@ (b) (©) (d) $)e) ®d $)® $h)
GillCogan .......... $59,000  $153,840 $236,326 $ — $ — $ — $449,166
James S. Greene(5) ... 37,000 71,520 111,379 — — — 219,899
Dan Maydan ........ 70,000 153,840 236,326 — —_ — 460,166
Richard Kashnow . ... 55,250 153,840 236,326 — — —— 445,416
Thomas Georgens . .. . 50,500 = 153,840 236,326’ —_ . —_ ’ — 440,666

(1) Guy Gecht, the Company’s Chief Executive Officer, and Fred Rosenzweig, the Company’s President, are
not included in this table as they are employees of the Company and thus receive no compensation for their
services as directors. The compensation received by Messrs. Gecht and Rosenzweig as employées of the
Company is shown in the Summary Compensation Table for 2010 on page 50 of this Proxy Statement.

(2) Fees earned or paid in cash reflect the following: In 2010, Messrs. Greene and Maydan received $6,500 and
$10,000 in fees to correct for certain administrative errors in prior years. In addition, in 2010, Messrs.
Cogan, Kashnow and Georgens refunded to the Company $1,500, $20,000 and $4,500, respectively, to
correct for certain overpayments made to them due to administrative errors in prior years.

(3) At December 31, 2010, the aggregate number of stock awards outstanding for each independent director,
except Eric Brown who was not elected to the Board of Directors until April 7, 2011, was as follows:

Restricted  Restricted

stock awards stock units Total
Name : @# #) #)
GillCogan ...........iiiuiii i e - 3,000 15,000 . 18,000
James S. Greene(5) ......... AP — — S —
DanMaydan . ... 3,000 15,000 18,000
Richard Kashnow . ........... .. .. .. ... — 12,000 12,000
Thomas Georgens ....... P RN — 12,000 12,000

(4) At December 31, 2010, the aggregate number of option awards outstanding for each non-employee director,
except Eric Brown who was not elected_to the Board of Directors until April 7, 2011, was as follows:

Options Outstanding
Vested Unvested Total
Name : . #) #) : @

Gl Cogan .......... it 102,918 58,750 161,668
James S. Greene(5) ... ... — — —
DanMaydan .. ... . ... ... . 16,250 58,750 75,000
Richard Kashnow ... ..... ... ... ... .. .. . ... 26,000 64,000 90,000
Thomas Georgens .............c.uiiiniinniiinannnn.. 26,000 647000 90,000

(5) On April 1, 2010, James S. Greene informed the Company of his intention to not stand for re-election at the
2010 Annual Meeting.
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The compensation of non-employee directors is determined by the Board of Directors. Employee members
of the Board of Directors cusrrently receive cash and equity compensation in connection with their employment
with the Company and do not receive any additional compensation for service on the Board of Directors.

Cash Compensation Non-employee directors receive cash compensation in the form of annual retainers
and attendance fees per meeting of the Board of Directors and the Board Committees as set forth below:

Annual Retainer Meeting Fees

Chairperson  Member InPerson Telephone

Board of DITECLOLS . . o v ettt e e e $ * 0 $25,000 $2,000  $1,000
Audit COmMMItIEE . ..ottt it et e e 20,000 10,000 1,000 500
Compensation Committee ..............ccoovviviiiinain.. 10,000 5,000 1,000 500
Nominating and Governance Committee ..................... 10,000 5,000 1,000 500

*  Annual Board chair retainer is effective January 1, 2011 and will be paid annually in the form of an RSU
grant on the first trading day of the year calculated as $30,000 divided by the closing stock price on the
trading day preceding the annual grant date.

The Company reimburses each non-employee director for out-of-pocket expenses incurred in connection with
attendance at meetings of the Board of Directors and of the Board Committees.

Equity Compensation. - Equity awards may be granted to the non-employee directors under the Company’s
stock incentive plans from time to time. During 2010, the non-employee directors received two sets of equity
award grants for a total of 50,000 and 12,000 stock options and restricted stock units, respectively (other than
James S. Greene, who was not a member of the Board of Directors when the second set of grants was made and
Eric Brown who was appointed to the Board of Directors on April 7, 2011). The options are scheduled to vest
with respect to 25% of the shares subject to the option on-the first anniversary of the grant date and with respect
to an additional 2.5% of the shares subject to the option monthly thereafter over the next 30 months. The
restricted stock units are scheduled to vestin annual installments over the four-year period after the grant date.

CERTAIN RELATIONSHIPS, RELATED PARTY TRANSACTIONS, DIRECTOR INDEPENDENCE,
LEADERSHIP STRUCTURE AND RISK OVERSIGHT

Indemnification of Officers and Directors

As permitted under Delaware law, and pursuant to the Bylaws, the Company’s amended and restated
certificate of incorporation (the “Certificate of Incorporation™) and the indemnification agreements that the
Company has entered into with its current and former executive officers, directors and general counsel, the
Company is required, subject to certain limited qualifications, to indemnify its executive officers, directors and
general counsel for certain events or occurrences while the executive officer, director or general counsel is or was
serving in such capacity at the Company’s request. The indemnification period covers all pertinent events and
occurrences during the executive-officer’s, director’s or general counsel’s lifetime. The maximum potential
amount of future payments the Company may be obligated to make under these indemnification agreements is
unlimited; however, the Company has director and officer insurance coverage that limits its exposure and may
enable the Company to recover a portion of any future amounts paid.

Related Party Transactions

The Audit Committee was responsible for reviewing and approving in advance any proposed related party
transactions as defined under Item 404 of Regulation S-K during 2010. The obligation of the Audit Committee to
review and approve in advance any proposed related party transaction is set forth in writing in the Charter of the
Audit Committee. Further, the Company’s Code of Business Conduct and Ethics provides that the nature of all
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related party transactions must be fully disclosed to the Chief Financial Officer, and, if determined to be material
by the Chief Financial Officer, the Audit Committee must review and approve in writing in advance such related
party transactions.

The Company has previously entered into employment agreements with its named executive officers. These
agreements are described below under “Employment Agreements.”

There were no other related party transactions as defined under Item 404 of Regulation S-K during 2010.

Director Independence

The Board of Directors has determined that each of the non-employee directors is independent and that each
director who serves on each of its Board Committees is independent, as the term is defined by the applicable
rules of the SEC and the NASDAQ Rules.

Leadership Structure

Effective June 2007, the Board of Directors separated the roles of Chief Executive Officer and Chairman of
the Board. The Board of Directors leadership structure is set forth in the Board of Directors Guidelines, revised
in February 2011. The Board of Directors believes that the designation of an independent Chairman of the Board
facilitates processes and controls that support a strong and independently functioning Board of Directors and
further strengthens the effectiveness of the Board of Directors’ decision-making and appropriate monitoring of
both compliance and performance. The Chief Executive Officer is responsible for setting the strategic direction
for the Company and the day to day leadership and performance of the Company, while the Chairman of the
Board presides at all meetings of the stockholders and the Board of Directors at which he or she is present;
establishes the agenda for each Board of Directors meeting; sets a schedule of an annual agenda, to the extent
foreseeable; calls and prepares the agenda for and presides over separate sessions of the independent directors;
acts as a liaison between the independent directors and the Company’s management and performs such other
powers and duties as may from time to time be assigned to him by the Board of Directors or as may be prescribed
by the Company’s bylaws. The independent Chairman of the Board is designated by the Board of Directors.

M. Cogan has served as our Chairman of the Board since June 2007. Because Mr. Cogan meets the criteria for
independence established by The NASDAQ, he also presides over separate meetings for the independent
directors. The Board of Directors regularly observes such independent directors separate meeting time. The
Board of Directors will review from time to time the appropriateness of its leadership structure and implement
any changes at it may deem necessary.

Risk Oversight

On behalf of the Board of Directors, the Audit Committee plays a key role in the oversight of the
Company’s risk management function performed by independent Business Risk Services (“BRS”), under the
leadership of a BRS director (the “BRS Director”). BRS is an independent assessment function, responsible for
advising management and the Board of Directors, through its Audit Committee, on the Company’s system of
internal controls and management of business risks. BRS assists management and the Audit Committee in
fulfilling their control responsibilities by providing regular reports, based on BRS’ reviews, that address:

(i) compliance with laws, regulations, and internal policies and procedures; (ii) reliability of financial reporting;
and (iii) efficiency and effectiveness of operations. BRS fulfills its objectives by providing analyses,
assessments, recommendations, advice, and information to the management or the Audit Committee, as the case
may be.

Each year, BRS develops an annual project plan based on assessed business risks and aligned with the
Company’s control objectives. BRS fulfills its responsibilities according to such annual project plan approved by
the Audit Committee and reports on the results in the implementation of the plan at the meetings of the Audit
Committee. Certain risks or policies are also discussed by the Board of Directors. While compensated by the
Company, the BRS Director reports directly to the Chairman of the Company’s Audit Committee.
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Stock Ownership

In February 2011, the Board of Directors adopted a stock ownership policy for the Company’s directors,
including executive officers serving as directors. The policy was adopted to further align the interests of our
stockholders and directors. According to the policy, included in the Board of Directors’ Guidelines, directors are
required to hold at least 10,000 shares of the Company’s common stock within the later of three years of first
becoming a director or three years of the date of adoption of the stock ownership policy, and continue holding
such required minimum as long as they continue serving as directors. In determining whether the stock
ownership requirements are met, the Board of Directors shall take into account a director’s beneficial ownership,
including shares of common stock held by the director, shares of common stock held in trust for the benefit of the
director or his or her immediate family members, vested or unvested restricted stock and vested or unvested
restricted stock units. The Nominating and Governance Committee may extend in its discretion the deadline for
attainmoent of such stock ownership level.

COMMUNICATION WITH THE BOARD OF DIRECTORS

Pursuant to the process established by the Board of Directors, stockholders who wish to communicate with
any member (or all members) of the Board of Directors should send such communications via regular mail
addressed to the Company’s Secretary, at Electronics For Imaging, Inc., 303 Velocity Way, Foster City,
California 94404. The Secretary will review each such communication and forward it to the appropriate member
or members of the Board of Directors as he deems appropriate.

The Company encourages its directors to attend the Annual Meeting. Four (4) directors attended the
Company’s last annual meeting.
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PROPOSAL TWO
APPROVAL OF AMENDMENTS TO OUR 2009 EQUITY INCENTIVE AWARD PLAN

The Company’s stockholders are being asked to approve the following amendments to the Electronics For
Imaging, Inc. 2009 Equity Incentive Award Plan (the “2009 Plan”), which were adopted, subject to stockholder
approval, by the Board of Directors on April 7, 2011.

+ Increase in Aggregate Share Limit. The 2009 Plan currently limits the aggregate number of shares
of Common Stock that may be delivered pursuant to all awards granted under the 2009 Plan to
5,000,000 shares. The proposed amendments would increase this limit by an additional 2,000,000
shares so that the new aggregate share limit for the 2009 Plan would be 7,000,000 shares. The proposed
amendments would also increase the limit on the number of shares that may be delivered pursuant to
“incentive stock options” granted under the 2009 Plan to 7,000,000 shares. For purposes of clarity, any
shares that are delivered pursuant to incentive stock options also count against (and are not in addition
to) the aggregate 2009 Plan share limit described above.

* Changes to and Extension of Performance-Based Award Feature. The 2009 Plan offers the
flexibility to grant certain performance-based awards designed to satisfy the requirements for
deductibility of compensation under Section 162(m) of the U.S. Internal Revenue Code (the “Code™).
These awards are referred to as “performance-based awards” and are in addition to other awards, such
as stock options and stock appreciation rights, expressly authorized under the 2009 Plan which may
also qualify as performance-based compensation for Section- 162(m) purposes. If stockholders approve
this 2009 Plan proposal, the Company will have the flexibility to grant certain performance-based
awards that would be payable only in cash-and not related to shares of the Company’s common stock,
and the performance-based award feature of the 2009 Plan will be extended through the first annual -
meeting of our stockholders that occurs in 2016 (this expiration time is earlier than the general
expiration date of the 2009 Plan and is required under applicable tax rules). See the section titled
“Performance-based Awards” below.

As of March 31, 2011, a total of 3,042,236 shares of Common Stock were subject to outstanding awards
granted under the 2009 Plan, and an additional 1,010,125 shares of Common Stock were then available for new
award grants under the 2009 Plan. For all of the Company’s equity incentive plans (including the 2009 Plan), as
of March 31, 2011, a total of 2,457,623 shares of Common Stock were subject to outstanding options (with a
weighted-average exercise price of $14.61 and a weighted-average remaining term of 3.9 years), and a total of
2,489,740 shares of Common Stock were subject to “full-value awards” (awards other than stock options and
stock appreciation rights). In each case, these numbers are calculated assuming that outstanding performance unit
awards are ultimately paid out at target levels of performance.

If stockholders approve the proposed amendments to the 2009 Plan, equity-based awards granted by the
Company during its 2011, 2012 and 2013 fiscal years will be structured such that the Company’s average annual
burn rate with respect to such grants will not exceed 5.84% over this three-year period. For this purpose, the
“burn rate” for any one particular fiscal year means the total number of shares of Company common stock
issuable upon exercise or payment, as the case may be, of the equity-based awards granted by the Company in
that fiscal year divided by the Company’s weighted average total number of shares of common stock issued and
outstanding during that particular fiscal year. In calculating the burn rate, shares issuable upon exercise or
payment, as the case may be, of equity-based awards other than options and stock appreciation rights will be
counted as 2.0 shares for each share actually issuable in respect of the award. Shares issued in respect of equity-
based awards that are initially granted by other entities and that are assumed or substituted for by the Company in
connection with mergers and acquisitions will not be counted for purposes of calculating the burn rate.

The Company believes that incentives and stock-based awards focus employees on the objective of creating
stockholder value and promoting the success of the Company, and that incentive compensation plans like the
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2009 Plan are an important attraction, retention and motivation tool for participants in the plan. The Board of
Directors approved the foregoing amendments to the 2009 Plan based, in part, on a belief that the number of
shares of Common Stock currently available under the 2009 Plan does not give the Company sufficient authonty
and flexibility to adequately provide for future incentives. The Board of Directors believes that these
amendments would give the Company greater ﬂex1b111ty to structure future incentives and better attract, retain
and reward key employees.-

If stockholders do not approve this proposal, the current share limits under, and other terms and conditions
of, the 2009 Plan will continue in effect.

The following summarizes the terms of the 2009 Plan, and the summary is qualified in its entirety by
reference to the full text of the 2009 Plan, which has been filed as an exhibit to the copy of this Proxy Statement
that was filed electronically with the SEC and can be reviewed on the Securities and Exchange Commission’s
website at http://www.sec.gov. You may also obtain, free of charge, a copy of the 2009 Plan by writing to:

Electronics For Imaging, Inc.
~ Attention: General Counsel

303 Velocity Way

Foster City, CA 94404

General

The Board beheves that the.2009 Plan promotes the success and enhances the Value of the Company by
continuing to link the personal interests of participants to those of the Company and its stockholders and by
providing participants with an incentive for outstanding performance to generate superior returns to our
stockholders. The Board further believes that the 2009 Plan provides flexibility.to the Company in its ability to
motivate, attract and retain the services of for employees and consultants of the Company and its subsidiaries and
members of the Board, or as applicable, members of the board of directors of a subsidiary (collectively,
“Directors”) upon whose judgment, interest and special effort the successful operation of the Company is largely
dependent.

The 2009 Plan provides for the grant of stock options (both incentive stock options and nonqualified stock
options), restricted stock, stock appreciation rights, performance shares, performance stock units, dividend
equivalents, stock payments, deferred stock; restricted stock units and performance -based awards to eligible
partlclpants A summary of the prm01pal provisions of the 2009 Plan is set forth below

Section 162(m) of the Code generally limits the deductibility of compensation paid to certain executive
officers of a publicly-held corporation to $1.0 million in any taxable year of the corporation. Certain types of
compensation, including “qualified performance-based compensation,” are exempt from this deduction
limitation. In order to qualify for the exemption for quahfred performance based compensatlon Section 162(m)
of the Code generally requlres that:’ '

. The compensation be paid solely upon account of the attamment of one or more pre- estabhshed
objective performance goals; :

+ The performance goals must be established by a compensation committee comprised of two or more
“outside directors;”

* The material terms of the performance goals must be disclosed to and approved by‘the stockholders;
and :

- = The compensation committee of “outside directors” must certify that the performance goals have
indeed been met prior to payment.

Section 162(m) contains a special rule for stock options and stock appreciation rights (“SARs”) which
provides that stock options and SARs will satisfy the qualified performance-based compensation exception if the
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awards are made by a qualifying compensation committee, the plan sets forth the maximum number of shares
that can be granted to any person within a specified period and the compensation is based solely on an increase in
the stock price after the grant date. The 2009 Plan has been designed to permit a committee, which may be the
Board or a committee appointed by the Board (collectively, for the purposes of this Proposal Two, the
“Committee”), to grant stock options, SARs and other awards which may qualify as qualified performance-based
compensation under Section 162(m) of the Code. The Board has delegated general administrative authority for
the 2009 Plan to the Compensation Committee.

Administration

The 2009 Plan is administered by the Committee, except that with respect to awards granted to independent
directors, the Board administers the 2009 Plan. Unless otherwise determined by the Board, the Committee will
consist solely of two or more Board members who are “outside directors” for purposes of Section 162(m) of the
Code, Non-Employee Directors (as defined in Rule 16b-3(b)(3) of the Exchange Act) and “independent
directors” under the NASDAQ rules. The Board or the Committee may delegate to a committee of one or more
Board members or one or more Company officers the authority to grant or amend awards under the 2009 Plan to
participants other than (i) senior Company executives who are subject to Section 16 of the Exchange Act,

(ii) employees who are “covered employees” within the meaning of Section 162(m) of Code, and (iii) Company
officers or Directors to whom the authority to grant or amend awards under the 2009 Plan has been delegated.

The Committee has the exclusive authority to administer the 2009 Plan, including the power to (i) designate
participants under the 2009 Plan, (ii) determine the types of awards granted to participants under the 2009 Plan,
the number of such awards, and the number of shares of our common stock subject to such awards;’

(iii) determine and interpret the terms and conditions of any awards under the 2009 Plan, including the vesting
schedule, exercise price, whether to settle, or accept the payment of any exercise price, in cash, common stock;
other awards or other property, and whether an award may be cancelled, forfeited or surrendered, (iv) prescribe
the form of each award agreement, and (v) adopt rules for the administration, interpretation and application of the
2009 Plan. ’ : ‘

Eligibility
Persons éligible to participate in the 2009 Plan include all employees (which includes officers of the
Company), Directors and consultants of the Company and its subsidiaries, as determined by the Committee. As

of February 28, 2011, approximately 1,983 employees and consultants and 4 non-employee directors were
eligible to participate in the 2009 Plan.

Limitation on Awards and Shares Available

The aggregate number of shares of common stock that may be issued or transferred under the 2009 Plan is
currently 5,000,000. In addition, no more than 5,000,000 shares of our common stock may be issued upon the
exercise of incentive stock options. If stockholders approve this 2009 Plan proposal, the aggregate share limit for
the 2009 Plan, and the limit on the number of shares that may be issued pursuant to incentive stock options,
would be increased by an additional 2,000,000 shares.

The shares of common stock covered by the 2009 Plan may be treasury shares, authorized but unissued
shares, or shares purchased in the open market. If an award under the 2009 Plan is forfeited (including a
reimbursement of an unvested award upon a participant’s termination of employment at a price equalto the par
value of the common stock subject to the award) or expired, any shares of common stock subject to the award
may be used again for new grants under the 2009 Plan.

The maximum number of shares of common stock subject to one or more awards granted to any one
employee under the 2009 Plan shall be (i) 2,000,000 as to awards granted to an employee during the fiscal year
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of the Company in which the employee is initially employed by the Company or any subsidiary and

(i) 1,000,000 as to awards granted to an employee in any subsequent fiscal year. (These limits also establish the
maximum number of shares that may be subject to awards granted under the 2009 Plan to an employee during a
fiscal year that are intended to qualify as “performance-based compensation” under Section 162(m).) If
stockholders approve this 2009 Plan proposal, the Company will have flexibility to grant awards payable only in
cash which are intended to qualify as performance-based compensation under Section 162(m). The maximum
amount of compensation paid to an employee in any calendar year pursuant to such awards shall not exceed
$5,000,000. :

Awards

The 2009 Plan provides for grants of stock options (both incentive stock options and nonqualified stock
options), restricted stock, stock appreciation rights, performance shares, performance stock units, dividend
equivalents, stock payments, deferred stock, restricted stock units and performance-based awards. No
determination has been made as to the types or amounts of awards that will be granted to specific individuals
pursuant to the 2009 Plan.

Stock Options.  Stock options, including incentive stock options (as defined under Section 422 of the Code)
and nonqualified stock options may be granted pursuant to the 2009 Plan. The exercise price of stock options
granted pursuant to the 2009 Plan will not be less than 100% of the fair market value of the common stock on the
date of grant. The exercise price of incentive stock options granted to any individual who owns, as of the date of
grant, stock possessing more than 10% of the total combined voting power of all classes of our stock (the “Ten
Percent Owner”) will not be less than 110% of the fair market value of the common stock on the date of grant.
The maximum term of stock:options granted under the 2009 Plan will be determined by the Committee, but in no
event will exceed (i) five years with respect to incentive stock options granted to a Ten Percent Owner, or (ii) 10
years with respect to all other stock options. Upon the exercise of a stock option, the exercise price must be paid
in full in cash, by tendering previously-acquired shares of common stock with a fair market value at the time of
exercise equal to the aggregate exercise price of the optlon or the exercised: portion thereof or by tendering other
property acceptable to the Comrmttee

Restricted Stock. Restricted stock awards maybe granted pursuant to the 2009 Plan. A restricted stock
award is the grant of shares of common stock at a price determined by the Committee (which may be satisfied by
any consideration permitted under applicable law as determined by the Committee), that is subject to transfer
restrictions and may be subject to substantial risk of forfeiture until specific conditions are met. Conditions may
be based on continuing employment or achieving performance goals. During the period of restriction,
participants holding shares of restricted stock may have full voting and dividend rights with respect to such
shares. The restrictions will lapse in accordance with a schedule or other conditions determined by the
Committee. .

Stock Apprecumon nghts A SAR s the right to receive payment of an amount equal to (i) the excess of
(A) the fair market value of a share of common stock on the date of exercise of the SAR over (B) a value
established by the Committee in the award agreement that is not less than the fair market value of a share of
common stock on the date of grant of the SAR, multiplied by (ii) the aggregate number of shares of common
stock subject to the SAR. Such payment will be in the form of cash, common stock or a combination of cash and
common stock, as determined by the Committee, and SARs settled in common stock shall satisfy all of the
restrictions imposed by the 2009 Plan upon stock option grants. Each SAR must be evidenced by a written award
agreement with terms and conditions consistent with the 2009 Plan. The Committee shall determine the time or
times at which a SAR may be exercised in whole or in part, provided that the term of any SAR shall not exceed
ten years.

Restricted Stock Units. Restricted stock units may be granted pursuant to the 2009 Plan, typically without
consideration from the participant. Restricted stock units may be subject to vesting conditions including
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continued employment or achievement of performance criteria established by the Committee. Like restricted
stock, restricted-stock units may not be sold or otherwise transferred or hypothecated until the vesting conditions
are satisfied. Unlike restricted stock, the common stock underlying restricted stock units will not be issued until
the restricted stock units have vested, and recipients of restricted stock units generally will have no voting or
dividend rights prior to the time when the vesting conditions are satisfied.

Performance Shares. Awards of performance shares are denominated in a number of shares of common
stock and may be linked to any one or more performance criteria determined appropriate by the Committee, in
each case on a specified date or dates or over any period or periods determined by the Committee.

Performance Stock Units. Awards of performance stock units are denominated in unit equivalent of shares
of common stock and/or units of value, including dollar value of shares of common stock, and may be linked to
any one or more performance criteria determined appropriate by the Committee, in each case on a specified date
or dates or over any period or periods determined by the Committee:

Dividend Equivalents. Dividend equivalents are rights to receive the equivalent value (in cash or common
stock) of dividends paid on common stock. Dividend equivalents represent the value of the dividends per share of
common stock paid by the Company, calculated with reference to the number of shares that are subject to any
award held by the participant. Dividend equivalents are converted to cash or additional shares of common stock
by such formula and at such time subject to such limitations as may be determined by the Committee.

Stock Payments.  Stock payments include payments in the form of common stock, options or other rights to
purchase common stock made in lieu of all or any portion of the compensation that would otherwise be paid to
the participant. The number of shares will be determined by the Committee and may be based upon performance
criteria determined appropriate by the Committee, determined on the date such stock payment is made or on any
date thereafter. : :

Deferred Stock. Deferred stock may be awarded to participants and may be linked to any performance
criteria determined to be appropriate by the Committee. Common stock underlying a deferred stock award will
not be issued until the deferred stock award has vested, pursuant to a vesting schedule or performance criteria set
by the Committee, and unless otherwise provided by the Committee, recipients of deferred stock generally will
have no rights as a stockholder with respect to such deferred stock until the time the vesting conditions are
satisfied and the stock underlying the deferred stock award has been issued.

Performance-Based Awards. The Committee may grant awards to employees who are or may be “covered
employees,” as defined in Section 162(m) of the Code, that are intended to be qualified performance-based
compensation within the meaning of Section 162(m) of the Code in order to preserve the deductibility of these
awards for federal income tax purposes. Participants are only entitled to receive payment for a performance-
based award for any given performance period to the extent that pre-established performance goals set by the
Committee for the period are satisfied. With regard to a particular performance period, the Committee will have
the discretion to select the length of the performance period, the type of performance-based awards to be granted,
and the goals that will be used to measure the performance for the period. In determining the actual size of an
individual performance-based award for a performance period, the Committee may reduce or eliminate (but not
increase) the award. Generally, a participant will have to be employed by the Company or any qualifying
subsidiaries on the date the performance-based award is paid to be eligible for a performance-based award for
any period. Stock options and SARs granted under the 2009 Plan will generally satisfy the exception for qualified
performance-based compensation since they will be made by a qualifying compensation committee, the plan sets
forth the maximum number of shares of common stock which may be subject to awards granted to any one
participant during any calendar year, and the per share exercise price of options and SARs must be at least equal
to the fair market value of a share of common stock on the date of grant. If stockholders approve this 2009 Plan
proposal, the Company will also have the flexibility to grant certain performance-based awards that would be
payable only in cash and not related to shares of the Company’s common stock. -
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Pre-established performance goals for awards intended to be qualified performance-based compensation
within the meaning of Section 162(m) of the Code must be based on one or more of the following performance
criteria: net earnings (either before or after interest, taxes, depreciation and amortization), economic value-added,
sales or revenue, net income (either before or after taxes), operating earnings, operating income, cash flow
(including, but not limited to, operating cash flow and free cash flow), cash flow return on capital, return on net
assets, return on stockholders’ equity, return on assets, return on capital, stockholder returns, return on sales,
gross or net profit margin, productivity, expense, margins, operating efficiency, customer satisfaction, working
capital, earnings per share, price per share of common stock and market share, any of which may be measured
either in absolute terms or as compared to any incremental increase or as compared to results of a peer group.

Full Value Award Limitations. Except as may be determined by the Committee in the event of a
participant’s death, disability or retirement, or in connection with a change in control event, “Full Value Awards”
(that is, restricted stock awards, performance share awards, performance stock unit awards, stock payment
awards, dividend equivalents awards, deferred stock awards or restricted stock unit awards) that vest solely based
on the passage of time must vest over a period of not less than three years and performance awards must vest
over a period of not less than one year (which shall include fully-vested awards granted in lieu of cash awards
that have been earned based on a performance period of at least one year). These vesting limitations shall not
apply to a limited basket consisting of up to 10% of the shares of common stock available for issuance (as
described in more detail above) or to awards granted to newly hired employees.

Transferability of Awards. Awards cannot be assigned, transferred or otherwise disposed of by a
participant other than by will or the laws of descent and distribution or pursuant to beneficiary designation
procedures approved from time to time by the Committee. The Committee may provide in any award agreement
that an award may be transferred to certain persons or entities related to a participant in the 2009 Plan, including
but not limited to members of the participant’s family, charitable institutions or trusts or other entities whose
beneficiaries or beneficial owners are members of the participant’s family and/or charitable institutions, or to
such other persons or entities as may be expressly permitted by the Committee. Such permitted assignees shall be
bound by and subject to such terms and conditions as determined by the Committee.

Adjustments to Awards

If there is a nonreciprocal transaction between the Company and its stockholders, such as a stock dividend,
stock split, spin-off, rights offering or recapitalization through a large, nonrecurring cash dividend, that affects
the shares of common stock (or other securities of the Company) or the stock price of common stock (or other
securities) and causes a change in the per share value of the common stock underlying outstanding awards, then
the Committee shall make equitable adjustments to the number and type of securities subject to each outstanding
award under the 2009 Plan, and the exercise price or grant price of such outstanding award (if applicable). The
Committee can make other equitable adjustments it determines are appropriate to reflect such an event with
respect to the aggregate number and kind of shares that may be issued under the 2009 Plan.

If there is any other combination or exchange of shares, merger, consolidation or other distribution (other
than normal cash dividends) of Company assets to stockholders, or other change affecting the shares of common
stock or the stock price of the common stock (other than an event described in the preceding paragraph), the
Committee mays, in its discretion:

 equitably adjust the aggregate number and type of shares of common stock subject to the 2009 Plan,
the terms and conditions of any outstanding awards (including any performance targets or criteria with
respect thereto), and the grant or exercise price per share of outstanding awards;

 provide for the termination of any award in exchange for an amount of cash (if any) and/or other
property equal to the amount that would have been attained upon the exercise of such award or
realization of the participant’s rights;

 provide for the replacement of any award with other rights or property selected by the Committee in its
sole discretion;
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* provide that any outstanding award cannot vest, be exercised or become payable after such event;

+ provide that awards may be exercisable, payable or fully vested as to shares of common stock covered
" thereby;

* provide that any surviving corporation (or its parent or subsidiary) shall assume awards outstanding
under the 2009 Plan or shall substitute similar awards for those outstanding under the 2009 Plan, with
appropriate adjustment of the number and kind of shares and the prices of such awards; or

* make adjustments (i) in the number and type of shares of common stock (or other securities or
property) subject to outstanding awards or in the number and type of shares of restricted stock or
deferred stock or (ii) to the terms and conditions of (including the grant or exercise price) and the
criteria included in, outstanding rights, options and awards or future rights, options and awards.

Effect of a Change in Control

In the event of a change in control of the Company, an award shall become fully exercisable and all
forfeiture restrictions on such award shall lapse, unless any surviving or acquiring entity assumes the
participant’s outstanding award or substitutes an equrvalent award.

Amendment and Termination

The Committee, subject to approval-of the Board, may terminate, amend or modify the 2009 Plan at any
time; provided, however, that stockholder approval will be obtained (i) for any amendment to the extent
necessary and desirable to comply with any applicable law, regulation or stock exchange rule, (ii) to increase the
number of shares of common stock available under the 2009 Plan, (iii) to permit options to be granted with a per
share exercise price lower than fair market value on the date of grant, and (iv) to permit the Committee to extend
the exercise period for an option beyond ten years from the date of grant. In addition, no option may be amended
to reduce the per share exercisé price of the shares subject to the option below the per share exercise price as of
the date of grant and, except as described in the “Adjustments to Awards” section above or upon a'change in
conirol of the Company, no option may be granted in exchange for, or in connection with, the cancellation or
surrender of an option having a higher per share exercise price.

In no event may an award be granted pursuant to the 2009 Plan on or after the tenth anniversary of the date
the 2009 Plan was adopted by our Board.

Federal Income Tax Consequences

-The U.S. federal income tax consequences of the 2009 Plan under current federal law, which is subject to
change, are summarized in the following discussion of the general tax principles applicable to the 2009 Plan.
This summary is not intended to be exhaustive and, among other considerations, does not describe state, local, or
foreign tax consequences. Tax considerations may vary from locality to locality and depending on individual
circumstances.

Section 409A of the Code. Certain types of awards under the 2009 Plan, including deferred stock and
restricted stock units, may constitute, or provide for, a deferral of compensation subject to Section 409A of the
Code Unless certain requirements set forth in Section 409A are complied with holders of such awards may be
and may be subject to a 20% tax in addition to the1r ordlnary tax 11ab111ty‘ in connect1on w1th the award (and,
potentially, certain interest penalties). To the extent applicable, the 2009 Plan and awards granted under the plan
will be structured and interpreted to comply with, or be exempt from, Section 409A of the Code and the
Department of Treasury regulations and other interpretive guidance that may be issued under Section 409A. To
the extent determined necessary or appropriate by the Committee, the 2009 Plan and applicable award
agreements may be amended without award holder consent to exempt the applicable'awards from Section 409A
of the Code or to comply with Section 409A.
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Non-Qualified Stock-Options. For federal income tax purposes, if participants are granted non-qualified
stock options under the 2009 Plan, participants generally will not have taxable income on the grant of the option,
nor will we be entitled to any deduction. Generally, on exetcise of non-qualified stock options, participants will
recognize ordinary income, and we will be entitled to a deduction, in an amount equal to the difference between
the option exercise price and the fair market value of the common stock on the date of exercise. The basis that
participants have in shares of common stock, for purposes of determining their gain or loss on subsequent
disposition of such shares of common stock generally, will be the fair market value of the shares of common
stock on the date the participants exercise their optlons Any subsequent gain or loss will be generally taxable as
capital gains or losses. . .

Incentive Stock Options. = There is no taxable income to participants when participants are granted an
incentive stock option or when that option is exercised. However, the amount by which the fair market value of
the shares of common stock at the time of exercise exceeds the option price will be an “item of adjustment” for
participants for purposes of the alternative minimum tax. Gain realized by participants on the sale-of an incentive
stock option is taxable at capital gains rates, and no tax deduction is available to the Company, unless
participants dispose of the shares of common stock within (i) two years after the date of grant of the optlon or
(i) within one year of the date the shares of common stock were transferred to the participant. If the shares of
common stock are sold or otherwise disposed of before the end of the one-year and two-year periods specified
above, the difference between the option exercise price and the fair market value of the shares of common stock
on the date of the option’s exercise (or the date of sale, if less) will be taxed at ordinary income rates, and we will
be entitled to a deduction to the extent that participants must recognize ordinary income. If such a sale or
disposition takes place in the year in which participants exercise their options, the income such participants
recognize upon sale or disposition of the shares of common stock will not be considered income for alternative
minimum tax purposes.

Incentive stock options exercised more than three months after a participant terminates employment, other
than by reason of death or disability, will be taxed as a non-qualified stock option, and the participant will have
been deemed to have received income on the exercise taxable at 6rdinary income rates. We will be entitled to a
tax deduction equal to the ordinary income, if any, realized by the participant.

Restricted Stock. For federal income tax purposes, the grantee generally will not have taxable income on
the grant of restricted stock, nor will we then be entitled to any deduction, unless the grantee makes a valid
election under Section 83(b) of the Code. However, when restrictions on shares of restricted stock lapse, such
that the shares are no longer subject to a substantial risk of forfeiture, the grantee generally will recognize
ordinary income, and we will be entitled to a corresponding deduction, for an amount equal to the difference
between the fair market value of the shares at the date such restrictions lapse over the purchase price for the
restricted stock.

Stock Appreciation Rights. No taxable income is realized upon the receipt of a SAR, but upon exercise of
the SAR, the fair market value of the shares of common stock received, determined on the date of exercise of the
SAR, or the amount of cash received in lieu of shares, must be treated as compensation taxable as ordinary
income to the grantee in the year of such exercise. We will be entitled to a deduction for compensation paid in
the same amount which the grantee realized as ordinary income.

Performance Shares. The grantee generally will not realize taxable income at the time of the grant of the
performance shares, and we will not be entitled to a deduction at that time. When the award is paid, whether in
cash or common stock, the grantee will have ordinary income, and we will be entitled to a correspondmg
deduction.

Performance Stock Units. The grantee generally will not realize taxable income at the time of the grant of
the performance stock units, and we will not be entitled to a deduction at that time. When the award is paid,
whether in cash or common stock, the grantee will have ordinary income, and we will be entitled to a
corresponding deduction.
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Dividend Equivalents. The grantee generally will not realize taxable income at the time of the grant of the
dividend equivalents, and we will not be entitled to a deduction at that time. When a dividend equivalent is paid,
the grantee will'recognize ordinary income, and we will be entitled to a corresponding deduction..

Stock Payments. -.-If the grantee.receives a stock payment in lieu of a cash payment that would otherwise
have been made, he or she generally will be taxed as if the cash payment has been received, and we will have a
deduction in the same amount. :

Deferred Stock. The grantee generally will not have taxable income upon the issuance of the deferred
stock and we will not then be entitled to a deduction. However, when deferred stock vests and is issued to the
grantee, he or'she will realize ordinary income and we will be entitled to a deduction in an amount equal to the
difference between the fair market value of the shares at the-date of issuance over the purchase price, if any, for
the deferred stock. Deferred stock may be subject to Section 409A of the Code, and the failure of any award of
deferred stock that is subject to Section 409A to comply with Section 409A may result in adverse tax
consequences to the grantee as descrlbed above.

Restricted Stock Units. - The grantee generally will not realize taxable income at the time of the grant of the
restricted stock units, and we will not be entitled to a deduction at-that time. When an award is paid, whether in
cash or common stock, the grantee will have ordinary income, and we will be entitled to a corresponding
deduction. Restricted stock units may be subject to Section 409A of the Code, and the failure of any restricted
stock unit that is subject to Section 409A to comply with Sectlon 409A ‘may result in may result in adverse tax
consequences to the grantee as deecrlbed above :

Section 1 62( m) of the Code.  As described above, in general, under Section 162(m) of the Code, income
tax deductions of publicly-held corporations may be limited to the extent total compensation (including base
salary, annual bonus, stock option exercises and non-qualified benefits) for certain executive officers exceeds
$1.0 million (less the amount of any “excess parachute payments” as defined in Section 280G of the Code) in any
taxable year of the corporation. However, under Section 162(m) of the Code, the deductlon limit does not apply
to certain “qualified performance-based compensation.”

In order to qualify for the eiemﬁtion for qualified performance-based compensation; Section 162(m) of the
Code generally requires that: ' '

*  The compensation be paid solely upon account of the attainment of one or more pre- estabhshed
objective performance goals;

« The performance goals must be established by a compensation committee comprised of two or more
“outside directors;”

The material terms of the performance goals must be disclosed to and approved by the stockholders;
and - , . , .

« The compensation committee of “outside directors” must certify that the performance goals have
indeed been met prior to payment.

Pursuant to a special rule under Section 162(m), stock options and stock appreciation rights will satisfy the
“qualified performance-based compensation” exception if (i) the awards are made by a qualifying compensation
committee, (ii) the plan sets the. maximum number of shares that can be granted to any person within a specified
period and (iii) the compensation is based solely on an increase in the stock price after the grant date. The 2009
Plan has been designed to permit the Committee to grant stock options and stock appreciation rights which will
qualify as “qualified performance-based compensation.” In addition, performance-based awards are mtended to

qualify as “qualified performance-based compensation.”
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Specific Benefits under the 2009 Equity Incentive Award Plan

The Company has.not approved any awards that are conditioned upon stockholder approval of the proposed
amendments to the 2009 Plan. The Company is not currently considering any other specific award grants under
the 2009 Plan. If the additional shares that will be available under the 2009 Plan if stockholders approve the
proposed amendments had been available for award purposes in 2010, the Company expects that its award grants
made in 2010 would not have been substantially different from those actually made in that year under the 2009
Plan. For information regarding stock-based awards granted to the Company’s named executive officers during
2010, see the material under the heading “Executive Compensation” below.

The closing market price for a sharevo‘f Common Stock as of March 31, 2011 was $14.71 per share.

25




AGGREGATE PAST GRANTS UNDER THE 2009 PLAN

As of March 31, 2011, awards covering 4,396,501 shares of Common Stock had been granted under the 2009
Plan. This number of shares includes shares subject to awards that expired or terminated without having been exercised
and paid and became available for new award grants under the 2009 Plan. The following table shows information
regarding the distribution of those awards among the persons and groups identified below, option exercises and
restricted stock and restricted stock units vesting prior to that date, and option and unvested restricted stock and
restricted stock unit holdings as of that date.

Number of Number of Number of
Number of Shares . Shares/Units Number of  Shares/Units
Shares Subject Acquired I:I)m:}gﬁls- gg ?,?i}ﬁsrg,ngf r;)(')lillg Subject to Past  Shares/Units Outstanding
to Past Option On P 2 Restricted Vested as of and Unvested
Name and Position Grants Exercise  Exercisable Unexercisable Stock/Unit Grants 3/31/11 as of 3/31/11
Executive Group:
Guy Gecht
Chief Executive
Officer and
Director ........... 440,800 —_ 49,534 391,266 294,826 79,569 215,257

Fred Rosenzweig
President and

Director ........... 158,000 — 18,009 139,991 148,370 50,926 97,444
Vincent Pilette(1)

Former Chief

Financial Officer . ... — — — —_ 166,355 — 166,355

Total for Current
Executive Group
(3 persons): .......... 598,800 — 67,543 531,257 609,551 130,495 479,056

Gordon Heneweer(1)
Former Interim Chief

Financial Officer .... — — — — 40,052 15,310 24,742
John Ritchie(1)
Former Chief
Financial Officer .... 99,000 — — — 43917 — —
Executives (included with
All Employees) ....... 99,000 —_ — — 83,969 15,310 24,742

Non-Employee
Director Group:

GillCogan ............. 50,000 — 6,875 43,125 14,096 1,500 12,596
Thomas Georgens ....... 50,000 — 6,875 43,125 12,000 1,500 10,500
Richard Kashnow . ....... 50,000 — 6,875 43,125 12,000 1,500 10,500
DanMaydan............ 50,000 — 6,875 43,125 12,000 1,500 10,500

Total for Current

Non-Employee Director

Group (4 persons): . . .. 200,000 — 27,500 172,500 50,096 6,000 44,096
Each other person who

has received 5% or

more of the options,

warrants or rights

under the 2009 Plan . . . — — — — — — —_

All employees, including
all current officers who
are not executive
officers or directors, as
agroup ............. 289,000 2,000 40,337 102,663 2,649,054 809,144 1,577,284

Total ................. 1,087,800 2,000 135,380 806,420 3,308,701 945,639 2,100,436

(1) Mr. Heneweer was appointed the Company’s Chief Financial Officer on an interim basis effective May 10, 2010, replacing
Mr. Ritchie in that position. Vincent Pilette was appointed the Company’s Chief Financial Officer, effective January 1, 2011.
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Messrs. Gecht and Rosenzweig and each of the non-employee directors identified above is a nominee for
re-election as a director at the 2011 annual meeting.

Vote Required

The affirmative vote of a majority of the shares having voting power present in person or represented by
proxy at the Annual Meeting is required for the approval of the 2009 Plan. Abstentions and broker non-votes will
be counted towards the tabulation of voting power and presence and will have the same effect as negative votes.
Should stockholder approval of this proposal not be obtained, then the 2009 Plan amendments will not be
implemented. '

Recommendation of the Board of Directors
The Company’s Board of Directors recommends a vote “FOR” the approval of the amendments to the

2009 Plan. Proxies received by the Company will be voted “FOR” this proposal unless the stockholder
specifies otherwise in the proxy.
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PROPOSAL THREE
NON-BINDING ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Company is providing its stockholders with the opportunity to cast an advisory vote on executive
compensation as described below. The Company believes that it is appropriate to seek the views of stockholders
on the design and effectiveness of the Company’s executive compensation program.

The Company’s goal for its executive compensation program is to attract, motivate and retain a talented and
dynamic team of executives. The Company seeks to accomplish this goal in a way that rewards performance and
is aligned with its stockholders’ long-term interests. The Company believes that its executive compensation
program, which emphasizes long-term equity awards, satisfies this goal and is strongly aligned with the long-
term interests of its stockholders.

The Compensation Discussion and Analysis, beginning on page 37 of this Proxy Statement, describes the
Company’s executive compensation program and'the decisions made by the Compensation Committee in 2010 in
more detail. Highlights of the program include the following:

Executive compensation is allocated among base salaries and short and long-term compensation. The
base salaries are fixed in order to provide the executives with a stable cash income, which allows them
to focus on the Company’s issues and objectives as a whole, while the short and long-term
compensation are designed to both reward Company’s overall performance and align the named
executive officers’ interests with those of our stockholders.

Our executive compensation program is designed to pay for performance. For 2010, the vast majority
of the total direct compensation for our named executive officers was in the form of incentive
compensation. For example, in 2010, approximately 82% of the total direct compensation for our Chief
Executive Officer and approximately 72% of the total direct compensation for our President was in the
form of incentive compensation tied to the achievement of specific financial performance goals and/or
the level of our stock price. For these purposes, “total direct compensation” consists of the executive’s
base salary, annual incentive award and long-term equity awards based on the grant date fair value of
the award as determined under the accounting principles used in the Company’s financial reporting.

Our executive annual performance-based bonus program is intended to encourage our named executive
officers to focus on specific short-term goals important to our success. Our named executive officers’
annual bonus awards are determined based on a combination of objective performance criteria. The
awards payable under our annual bonus program are subject to a maximum payout, which limits the
overall payout potential.

Awards to our named executive officers under our annual bonus program for fiscal year 2010 were
made in the form of performance-based restricted stock unit awards that are important to help further
align named executive officers’ interests with those of our stockholders because the ultimate value of
the awards is tied to the Company’s stock price. The performance measures used to determine the
payment of awards to our named executive officers are Company-wide measures only, designed to
encourage our named executive officers to make decisions that are in the best long-term interests of the
Company and our stockholders.

The Company’s current practice is to grant our named executive officers both options and restricted
stock units. This mixture is designed to provide a balance between the goals of increasing the price of
our common stock (as stock options only have value if the stock price increases after the option is
granted) and avoiding risks that could threaten our growth and stability (as restricted stock units are
exposed to decreases in our stock price). Because grants are subject to long-term vesting schedules,
they help ensure that executives always have significant value tied to long-term stock price
performance.
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*  Mr. Gecht owns approximately 2% of the Company’s outstanding common stock and Mr. Rosenzweig
owns approximately 1% of the Company’s outstanding common stock which significantly aligns their
interests with the stockholders’ interests.

The Company believes the compensation program for the named executive officers is instrumental in
helping the Company achieve its financial performance. In 2010, the Company’s revenue grew to $504.0 million,
representing an increase of approximately $103 million or 26% over the prior year.

In accordance with the requirements of Section 14A of the Exchange Act (which was added by the Dodd-
Frank Wall Street Reform and Consumer Protection Act) and the related rules of the; SEC, our Board of Directors
will request your advisory vote on the following resolution at the Annual Meeting:

RESOLVED, that the compensation paid to the Company’s named executive officers as disclosed in this
Proxy Statement pursuant to the SEC’s executive compensation disclosure rules (which disclosure
includes the Compensation Discussion and Analysis, the compensation tables and the narrative
disclosures.that accompany the compensation tables), is hereby approved.

Vote Required

The approval of the executive compensation requires the affirmative vote of the holders of a majority of
shares of common stock present in person or represented by proxy and entitled to vote thereon, at the' Annual
Meeting. As an advisory vote, this proposal is-not binding on the Company. However, the Compensation
Committee, which is responsible for designing and administering the Company’s executive compensation
program, values the opinions expressed by stockholders in their vote on this proposal and will continue to
consider the outcome of the vote when making future compensation decisions for named executive officers.

Recommendation of the Board of Directors

The Company’s Board of Directors recommends a vote “FOR” the execufive compensation.
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PROPOSAL FOUR

NON-BINDING ADVISORY VOTE ON FREQUENCY
OF VOTE ON EXECUTIVE COMPENSATION

As described in the Non-Binding Advisory Vote on Executive Compensation proposal above, the
Company’s stockholders are being provided the opportunity to cast an advisory vote on the Company’s executive
compensation program. The advisory vote on executive compensation described in Proposal Three above is
referred to as a “say-on-pay vote.”

This Proposal Four affords stockholders the opportunity to cast an advisory vote on how often the Company
should include a say-on-pay vote in its proxy materials for future annual shareholder meetings (or special
shareholder meeting for which the Company must include executive compensation information in the proxy
statement for that meeting). » ‘

The Company’s executive compensation program includes long-term incentives that are intended to
promote and measure performance over multiple years. The Company believes that holding say-on-pay votes
every three years will provide stockholders sufficient time to evaluate the effectiveness of our executive
compensation program in relation to the Company’s long-term business results. A triennial vote will also give the
Board sufficient time to-engage with stockholders to understand advisory vote results, respond to stockholders’
feedback about company pay practices, and to implement any necessary changes to our executive compensation
program. The Compensation Committee, which administers the Company’s executive compensation program,
values the opinions expressed by stockholders in these votes and will consider the outcome of these votes in
making its decisions on executive compensation.

Vote Required

This proposal on the frequency of future advisory say-on-pay votes is advisory only and will not be binding
on the Company. In voting on this proposal, you will be able to indicate your preference regarding the frequency
of future say-on-pay votes by specifying a choice of one year, two years or three years. If you do not have a
preference regarding the frequency of future say-on-pay votes, you should abstain from voting on the proposal.
Stockholders are not voting to approve or disapprove the recommendation of the Board of Directors. Although
non-binding, the Board and the Compensation Committee will carefully review the voting results.
Notwithstanding the recommendation of the Board of Directors and the outcome of the stockholder vote, the
Board of Directors may in the future decide to conduct advisory votes on executive compensation on a more or
less frequent basis and may vary its practice based on factors such as discussions with stockholders and the
adoption of material changes to the Company’s executive compensation program.

Recommendation of the Board of Directors
The Company’s Board of Directors recommends that stockholders vote on frequency of vete on executive

compensation to hold say-on-pay votes EVERY THREE YEARS (as opposed to every year or every two
years).
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PROPOSAL FIVE

RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

PricewaterhouseCoopers LLP has served as the Company’s independent registered public accounting firm
since 1992 and has been appointed by the Audit Committee to continue as the Company’s independent registered
public accounting firm for the fiscal year ending December 31, 2011.

Stockholder ratification of the appointment of PricewaterhouseCoopers LLP as the Company’s independent
registered public accounting firm for the fiscal year ending December 31, 2011 is not required by law, by the
NASDAQ Rules, or by the Certificate of Incorporation or Bylaws. However, the Board of Directors is submitting
the selection of PricewaterhouseCoopers LLP to the Company’s stockholders for ratification as a matter of good
corporate governance and practice. If the stockholders fail to ratify the appointment, the Board of Directors will
reconsider whether to retain that firm. Even if the selection is ratified, the Company may appoint a different
independent registered public accounting firm during the year if the Audit Committee determines that such a
change would be in the best interests of the Company and its stockholders.

During the fiscal years ended December 31, 2010 and 2009, PricewaterhouseCoopers LLP provided various
audit, audit related and non-audit services to the Company as follows (in thousands):

2010 2009
AUdit Fees(a) ..ot $1,267  $1,346
Auditrelated fees(b) .. ... e 10 51
B 71O — —
Allother fees(C) . .. oot — 1
o) 721 $1,277  $1,398

(a) Audit fees consist of fees billed for professional services rendered for the audit of the Company’s
consolidated financial statements, review of the interim consolidated financial statements included in
quarterly reports, and services normally provided by PricewaterhouseCoopers LLP in connection with
statutory and regulatory filings and engagements.

(b) Audit-related fees consist of fees billed for assurance and related services that are reasonably related to the
performance of the audit or review of the Company’s consolidated financial statements and are not reported
under “Audit Fees.” These services include accounting consultations in connection with acquisitions, attest
services that are not required by statute or regulation, and consultations concerning financial accounting and
reporting standards.

(c) All other fees consist of services provided in connection with other services.

The Audit Committee is responsible for pre-approving audit and non-audit services to be provided to the
Company by the independent auditors (or subsequently approving non-audit services in those circumstances
where a subsequent approval is necessary and permissible). In this regard, the Audit Committee has the sole
authority to approve the employment of the independent auditors, all audit engagement fees and terms and all
non-audit engagements, as may be permissible, with the independent auditors.

The Audit Committee has considered whether provision of the services described in sections (b), (¢) and
(d) above is compatible with maintaining the independent auditors’ independence and has determined that such
services have not adversely affected PricewaterhouseCoopers LLP’s independence. All of the services of each of
(b), (c) and (d) were pre-approved by the Audit Committee.

Representatives of PricewaterhouseCoopers LLP are expected to be present at the Annual Meeting. The

representatives will have an opportunity to make a statement and will be available to respond to appropriate
questions.
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Vote Required

The ratification of the selection of PricewaterhouseCoopers LLP requires the affirmative vote of the holders
of a majority of shares of common stock present in person or represented by proxy and entitled to vote thereon, at
the Annual Meeting.

Recommendation of the Board of Directors

The Company’s Board of Directors recommends a vote “FOR” the ratification of the appointment of the
Company’s independent registered public accounting firm for the fiscal year ending December 31, 2011.
Proxies received by the Company will be voted “FOR?” this proposal unless the stockholder specifies
otherwise in the proxy.
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SECURITY OWNERSHIP

Except as otherwise indicated below, the following table sets forth certain information regarding beneficial
ownership of common stock as of April 8, 2011 by: (1) each of the Company’s current directors; (2) each of the
named executive officers listed in the Summary Compensation Table for 2010 on page 50 of this Proxy
Statement (collectively, the Company’s “named executive.officers”); (3) each person known to the Company to
be the beneficial owner of more than 5% of the outstanding shares of the Company’s common stock based upon
Schedules 13G filed with the SEC; and (4) all of the Company’s directors and executive officers as a group. As
of April 8, 2011 there were 46,890,219 shares of common stock-outstanding.

Shares of common stock subject to opt10ns or other rights that are currently exercisable or exercisable
within 60 days of April 8, 2011 are considered outstanding and beneficially owned by the person holdlng the
options or other rights for the purpose of computing the percentage ownership of that person, but are not treated
as outstanding for the purpose of computing the percentage ownership of any other person, except with respect to
the percentage ownership of all directors and executive officers as a group. Unless otherwise indicated below, the
address of each beneficial owner listed below is c/o Electronics For Imaging, Inc., 303 Velocity Way, Foster
City, California 94404.

Common stock

: " Number of Percentage
Name of beneficial owner(1) . . shares owned

Ameriprise Financial, Inc.(2) . ....". .. e 8,256,040 17.61%

145 Ameriprise Financial Center

Minneapolis MN 55474 : : ‘ :
Dimensional Fund Advisors, LP3) .......... P IR 3,240,921 6.91

Palisades West, Building One

6300 Bee Cave Road

Austin TX 78746 ‘ ' : : ‘
BlackRock, TNC.(4) .. oo P 3,197,486 6.82

4(yEast 52nd Street

New York NY 10022 - ' » v
Third Avenue Management LLC(5) A S S, P U T 4,027,136 8.59

622 Third Avenue ' o ,

32nd Floor-

New York NY 10017 °
Guy Gecht(6) ............ . 0o P o o I 846,883 1.81
Fred Rosenzweig(7) . ...... D U T 602,678 1.29
John Ritchie(8) ........... [ e P Lo 59,927 *
GillCogan(9) ........covviiinneinn.. [ L B 120,668 *
Dan Maydan(10) ...........0..c.ooviiiiii... ST B 36,060 *
Thomas Georgens(11) ... ... ... ..r et ieee e - 40,625 *
Richard Kashnow(12) .... T L ......... S B 40,625 *
Eric Brown(13) ... ... R e PR P — *
Gordon Heneweer(14) . ......oovueuniiiono... e 11,225 *
Vincent Pilette(15) ........... P P — *

All current executive officers and diréctors asa gfoup (9 persons)(16) .......... e 1,758,691 3.75%

*  Less than one percent.

(1) This table is based upon information supplied by officers, directors, and principal stockholders on Schedules
13G and Forms 4 filed with the SEC as of April 8,2011. Unless otherwise indicated in the footnotes to this
table and subject to community property laws where applicable, each of the stockholders named in this table
has sole voting and investment power with respect to the shares indicated as beneficially owned. Applicable
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(2)

3)

)

®)

percentages are based on 46,890,219 shares outstanding on April §, 2011, adjusted as required by rules
promulgated by the SEC.

Beneficial ownership information is based on information contained in Schedule 13G, as amended, filed
with the SEC on February 11, 2011 by Ameriprise Financial, Inc. (“AFI”’), Columbia Management
Investment Advisers, LLC (“CMIA”), Columbia Seligman Communications & Information Fund, Inc.
(“C&I Fund”), and Seligman Tech Spectrum Fund, Inc (“STS Fund”). The Schedule 13G indicates that each
of AFI and CMIA has shared voting power as to 2,910,902 shares and shared dispositive power as to
8,256,040 shares. C&I Fund has sole voting and dispositive powers as to 4,784,000 shares. STS Fund has
sole voting and dispositive powers as to 2,495,000 shares. CMIA, in its capacity as-investment adviser, may
be deemed to beneficially own the shares of common stock reported by C&I Fund and STS Fund. AFI, as
the parent company of CMIA, may be deemed to beneficially own the shares reported by CMIA. AFI,
together with CMIA, C&I Fund, and STS Fund, beneficially own 8,256,040 shares.

Beneficial ownership information is based on information contained in Schedule 13G, as amended, filed
with the SEC on February 11, 2011 by Dimensional Fund Advisors LP. The Schedule 13G states that
Dimensional Fund Advisors, LP has sole voting power as to 3,138,640 shares of common stock and sole
dispositive power as to 3,240,921 shares of common stock subject to the following qualification.
Dimensional Fund Advisors LP furnishes investment advice to four investment companies registered under
the Investment Company Act of 1940 and serves as investment manager to certain other commingled group
trusts and separate accounts (such investment companies, trusts, and accounts, collectively referred to as the
“Funds”). In certain cases, subsidiaries of Dimensional Fund Advisors LP may act as an adviser or
sub-adviser to certain Funds. In its role as investment advisor, sub-adviser, and/or manager, neither
Dimensional Fund Advisors LP or its subsidiaries possess voting and/or investment power over the
securities of the Company that are owned by the Funds, and may be deemed to be the beneficial.owner of
the shares of the Company held by the Funds. Dimensional Fund Advisors LP disclaims beneficial
ownership of such securities.

Beneficial ownership information is based on information contained in Schedule 13G, as amended, filed
with the SEC on February 4, 2011 by BlackRock, Inc. BlackRock, Inc. has sole voting and dispositive
power as to 3,197,486 shares of common stock.

Beneficial ownership information is based on information contained in Schedule 13G filed with the SEC on
February 14, 2011 by Third Avenue Management LLC. Third Avenue Management LLC (“TAM”) has sole
voting power as to 3,849,886 shares of common stock and sole dispositive power as to 4,027,136 shares of
common stock. Transamerica Third Avenue Value VP, an investment company registered under the
Investment Company Act of 1940, has the right to receive dividends from, and the proceeds from the sale
of, 84,921 of the shares reported by TAM, Met Investors Series Trust-Third Avenue Small Cap Portfolio, an
investment company registered under the Investment Company Act of 1940, has the right to receive
dividends from, and the proceeds from the sale of, 1,301,511 of the shares reported by TAM, OFI Select-
Third Avenue US Equity Fund (SICAV), an offshore fund for which TAM acts as investment advisor, has
the right to receive dividends from, and the proceeds from the sale of, 42,700 of the shares reported by
TAM, Transamerica Third Avenue Value, an investment company registered under the Investment
Company Act of 1940, has the right to receive dividends from, and the proceeds from the sale of, 202,436 of
the shares reported by TAM, Third Avenue Small Cap Value Fund, an investment company registered under
the Investment Company Act of 1940, has the right to receive dividends from, and the proceeds from the
sale of, 886,668 of the shares reported by TAM, Third Avenue Small Cap Value Fund UCITS, an umbrella
open-ended investment company authorized by the Irish Financial Services Regulatory Authority under the
European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations,
has the right to receive dividends from, and the proceeds from the sale of, 5,000 of the shares reported by
TAM, Touchstone Variable Series Trust-Touchstone Third Avenue Value Fund, an investment company
registered under the Investment Company Act of 1940, has the right to receive dividends from, and the
proceeds from the sale of, 62,600 of the shares reported by TAM, and various separately managed accounts
for whom TAM acts as investment advisor have the right to receive dividends from, and the proceeds of the
sale of, 1,441,300 of the shares reported by TAM.
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(6) Includes 579,550 shares of common stock: issuable upon the exercise of options granted to Mr. Gecht under
the 2004, 2007, and 2009 equity incentive plans, which are currently exercisable and/or exercisable within
60 days of April 8,2011. . , ,

(7) Includes 425,261 shares of common stock 1ssuable upon the exercise of optlons granted to Mr. Rosenzweig
under the 1999, 2004, 2007 and 2009 equity incentive plans, which are currently exercisable and/or
exercisable within 60 days of April 8, 2011.

(8) Mr. Ritchie resigned as Chief Financial Officer effective May 7, 2010. The beneficial ownership of
Mr. Ritchie is as of May 7, 2010.

(9) Includes. 94,168 shares of common stock issuable upon the exercise of options granted to Mr. Cogan under
the 1999, 2004, 2007 and 2009 equity incentive plans, which are currently exercisable and/or exercisable
within 60 days of April 8, 2011.

(10) Includes 27,500 shares of common stoek issuable upon the exercise of options granted to Mr. Maydan under
the 2007 and 2009 equ1ty incentive plan which are currently exercisable and/or exercisable within 60 days
of April 8, 2011 : S

(11) Includes 39,125 shares of common stock issuable upon the exercise of options granted to Mr. Georgens
under the 2007 and 2009 equity incentive plan which are currently exercisable and/or exercisable within 60
. days of April 8, 2011.

(12) Includes 39,125 shares of common stock issuable upon the exercise of options granted to Mr. Kashnow
under the 2007 and 2009 equity 1ncent1ve plan, Whlch are currently exercisable and/or exercisable Wlthm 60
days of April 8, 2011.

(13) Mr, Brown was-appointed by the Board of Directors of the Company as-a Director on April 7, 2011.

Mr. Brown does not hold any optlons which are currently exercisable and/or exercisable within 60 days of
April 8, 2011.

(14) Mr. Heneweer served asthe Company s interim Chief Financial Offlcer from May 10, 2010 through and
including December 31,72010. The beneficial ownership of Mr. Heneweer is as of December 31, 2010.

(15) Mr. Pileite became our Chief Financial Officer on January 1, 2011. Mr. Pilette does not hold any options
which are currently exercisable and/or exercisable within 60 days of April 8, 2011.

(16) Includes an aggregate of ‘1,204,729 shares of common stock issuable upon the exercise of options granted to
executive officers and directors collectively under the 1999, 2004, 2007, and 2009 equity incentive plans,
which are currently exercisable and/or exercisable within 60 days of Apr11 8, 2011

Section 16(a) Beneficial Ownérship Reporting Compiiance

Section 16(a) of the Exchange Act requires the Company’s. officers, directors and persons who beneficially
own more than (en percent of a registered class of the Company’s equity securities to file reports of security
ownership and changes in such ownership with the SEC. Officers, directors and greater than ten percent
beneficial owners are also required by rules promulgated by the SEC to furmsh the Company with copies of all
Section 16(a) forms they file. :

Based solely upon a review of the copies of such forms furnished to the Company, or written representations

that no Form 5 filings were required, the Company believes that during the period from January 1, 2010 to
December 31, 2010, all Section 16(a) filing requirements. were timely met.
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EXECUTIVE OFFICERS

The following table lists certain information regarding the Company’s executive officers as of
December 31, 2010: :

Name & Position
GuyGecht ... 45 B Chief Executive Officer
Fred Rosenzweig ............ ..o, 55 President
Gordon Heneweer(1) ........... ... ..o ou... 48 Former Interim Chief Financial Officer
JohnRitchie(2) ........ ... .. i 45 Former Chief Financial Officer

(1) Gordon Heneweer served as the Company’s interim Chief Financial Offiéer from May 10, 2010 through
December 31, 2010.
(2) John Ritchie served as the Company’s Chief Financial Officer from April 1, 2006 through May 10, 2010.

Mr. Gecht was appointed Chief Executive Officer of the Company on January 1, 2000. From July 1999 to
January 2000, he served as President of the Company. From January 1999 to July 1999, he was Vice President
and General Manager of Fiery products of the Company. From October.1995 through January 1999, he served as
Director.of Software Engineering. Prior to joining the Company, Mr. Gecht was Director of Engineering at
Interro Systems, a technology company, from 1993 to 1995. From 1991 to 1993, he served as Software Manager
of ASP Computer Products, a networking company and from 1990 to 1991, he served as Manager of Networking
Systems for Apple Israel, a technology company. From 1985 to 1990, he served as an officer in the Israeli
Defense Forces, managing an engineering development team, and later was an acting manager of one of the IDF
high-tech departments. Mr. Gecht currently serves as a member of the board of directors, audit committee and
compensation committee of Check Point Software Technologies Ltd., a.global information technology security
company. Mr. Gecht holds a B.S. in Computer Science and Mathematics from Ben Gurion University in Israel.

Mr. Rosenzweig was appointed President of the Company as of January 1, 2000. From July 1999 to January
2004, he served as Chief Operating Officer of the Company. From August 1998 to July 1999, Mr. Rosenzweig
served as Executive Vice President of the Company. From January 1995 to August 1998, Mr. Rosenzweig served
as Vice President, Manufacturing and Support of the Company. From May 1993 to January 1995,

Mr. Rosenzweig served as Director of Manufacturing of the Company. Prior to joining the Company, from July
1992 to May 1993, he was a plant general manager at Tandem Computers Corporation, a computer company.
From October 1989 to July 1992, Mr. Rosenzweig served as a systems and peripheral test manager at Tandem
Computers Corporation. Mr. Rosenzweig holds a B.S. in Metallurgical Engineering from Pennsylvania State -
University and an M.B.A. from University of California at Berkeley.

Mr. Heneweer served as interim Chief Financial Officer of the Company from May 10, 2010 through
December 31, 2010. Mr. Heneweer joined the Company in April 2007 as Vice President, Finance, and was
responsible for the Company’s global Accounting and Finance functions. From 1995 to 2007, Mr. Heneweer
served in a variety of financial management capacities at Applied Materials, Inc., a semiconductor fabrication
equipment and services supplier, most recently as Managing Director of Global Financial Planning and Analysis.
Prior to Applied Materials, Mr. Heneweer held various accounting and finance related positions at New United
Motor Manufacturing (NUMMI), a Toyota Motor Corporation and General Motors Corporation automotive joint-
venture, and at Wadsworth Publishing, a division of The Thomson Corporation, an information services and
publishing company. Mr. Heneweer holds an MBA from Golden Gate University, San Francisco and a B.S. in
Finance from California State University, Fresno.

Mr. Ritchie served as Chief Financial Officer of the Company from April 1, 2006 through May 10, 2010.
From January 2001 to March 31, 2006, Mr. Ritchie served as the Company’s Vice President of Finance. From
March 1996 to January 2001, Mr. Ritchie served in a variety of capacities at Splash Technology Holdings, Inc., a
leading developer and supplier of digital imaging software and hardware, most recently as Chief Financial
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Officer. Prior to Splash, Mr. Ritchie held various accounting and finance positions at Western Waste Industries,
Inc., an environmental services company focused on technology applications to recover high value materials
from the waste stream, Océ, Inc., a Dutch-headquartered, multi-national based developer and manufacturer of
imaging equipment, and Mariani Packing Company, an agricultural company Mr. Ritchie holds a B.A. in
Business Administration from San Jose State University.

COMPENSATION DISCUSSION AND ANALYSIS

The following sections of this proxy statement describe the Company’s compensation arrangements with its
named executive officers (below also referred to as the “executives’), who, for fiscal year 2010, included Guy
Gecht, Chief Executive Officer; Fred Rosenzweig, President; Gordon Heneweer, interim Chief Financial Officer;
and John Ritchie, former Chief Financial Officer. As noted below, Vincent Pilette was appointed Chief Financial
Officer effective January 1, 2011 and, under SEC rules, was not one of the Company’s named executive officers
for. 2010.

Executive Summary

The Company believes that compensation paid to the named executive officers should be closely aligned
with the performance of the Company on both a short-term and long-term basis, and linked to specific,
measurable results intended to create value for stockholders. The Compensation Committee oversees the
executive compensation program and determines the compensation for the named executive officers.

. The compensation of the named executive officers consists primarily of three elements—a base salary, an
annual incentive program and long-term equity awards in the form of options and restricted stock units—that are
designed to reward executives for performance and to promote retention among our executive team.

This Compensation Discussion and Analysis describes the Company’s executive compensation program and
the decisions made by the Compensation Committee in 2010 in more detail. Highlights of the program include
the following:

« Executive compensation is allocated among base salaries and short and long-term compensation. The
base salaries are fixed in order to provide the executives with a stable cash income, which allows them
to focus on the Company’s issues and objectives as a whole, while the short and long-term
compensation are designed to both reward Company’s overall performance and align the named
executive officers’ interests with those of our stockholders.

» Our executive compensation program is designed to pay for performance. For 2010, the vast majority
of the total direct compensation for our named executive officers was in the form of incentive
compensation, For example, in 2010, approximately 82% of the total direct compensation for our Chief
Executive Officer and approximately 72% of the total direct compensation for our President was in the
form of incentive compensation tied to the achievement of specific financial performance goals and/or
the level of our stock price. For these purposes, “total direct compensation” consists of the executive’s
base salary, annual incentive award and long-term equity awards based on the grant date fair value of
the award as determined under the accounting principles used in the Company’s financial reporting.

*+  Our executive annual performance-based bonus program is intended to encourage our named executive
officers to focus on specific short-term goals important to our success. Our named executive officers’
annual bonus awards are determined based on a combination of objective performance criteria. The
awards payable under our annual bonus program are subject to a maximum payout, which limits the
overall payout potential.

* Awards to our named executive officers under our annual bonus program for fiscal year 2010 were
made in the form of performance-based restricted stock unit awards that are important to help further
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align named executive officers’. interests with those of our stockholders because the ultimate value of
the awards is tied to the Company’s stock price. The performance measures used to determine the
payment of awards to our named executive officers are-Company-wide measures only, designed to
encourage our named executive officers to make decisions that are in the best long-term interests of the
Company and our stockholders. ‘ :

» The Company’s current practice is to grant our named executive officers both options and restricted
stock units. This mixture is designed to provide a balance between the goals of increasing the price of
our common stock (as stock options only have value if the stock price increases after the option is
granted) and avoiding risks that could threaten our growth and stability (as restricted stock units are
exposed to decreases in our stock price). Because grants are subject to long-term vesting schedules,
they help ensure that executives always have significant value tied to long-term stock price
performance.

e Mr. Gecht owns approximately 2% of the Company’s outstanding common stock and Mr. Rosenzweig
owns approximately 1% of the Company’s outstanding common stock which significantly aligns their
interests with the stockholders’ interests.

The Company believes the compensation program for the named executive officers is instrumental'in
helping the Company achieve its financial performance. In 2010, the Company’s revenue grew to $504.0 million,
representing an increase of approximately $103 million or 26% over the prior year.

Compensation Objectives and Philosophy

The Company’s comipensation objectives and philosophy provide the guiding principles for decisions made
by the Compensation Committee for compensation to-be paid to the Company’s named executive officers. The
Compensation Committee believes that compensation paid to the named executive officers should be closely

_aligned with the performance of the Company on both a short-term and long-term basis, and linked to specific,
measurable results intended to create value for stockholders. In establishing compensation programs for the
named executive officers for fiscal year 2010, the Compensation Committee considered the following pnnmples
and objectives:

* attract and retain individuals of superior ability and managerial talent;

¢ help ensure compensatlon is closely ahgned with the Company § corporate strategies, busmess and
flnancml objectives and the long-term interests of the Company s stockholders;

» create incentives to achieve key strategic and financial performance goals of the Company by linking
executive incentive award opportunities to the achievement of these goals; and

* help ensure that the total compensation is fair, reasonable and competitive.

The Compensation Committee of the Board of Directors

The Compensation Committee, serving under a charter adopted by the Board of Dlrectors is composed
entirely of outside directors who have never served as officers of the-Company. Under the charter, the
Compensation Committee has responsibility for approving and evaluating matters relating to the overall
compensation philosophy, compensation plans, policies and programs of the Company. This includes
periodically reviewing and approving the Company named executive officers’ annual base salaries, incentive
bonus programs, equity compensation, employment agreements, severance arrangements, change in control
agreements or provisions, as well as any other benefits or compensation arrangements for the named executive
officers. In certain circumstances, the Compensation Committee may solicit input from the full Board of
Directors before making final decisions relating to compensation of the named executive officers (below also
referred to as “executive compensation”). In fulfilling its responsibilities; the Compensation Committee may
consider, among other things, industry and general best practices, benchmark data and marketplace
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developments. Messrs. Cogan and Maydan served on the Compensation Committee during 2010 and continue to
serve as of the date of this Proxy Statement.

Role of Management in Assisting Compensation Decisions

Members of the executive management team of the Company, such as the named executive officers and the
Vice President of Human Resources (“Executive Management”), provide administrative assistance and support
for the Compensation Committee from time to time. Members of Executive Management also may provide
recommendations and information to the Compensation Committee to consider, analyze and review in
connection with any compensation proposal for the named executive officers. Members of Executive
Management do not have any final decision-making authority in regards to named executive officer
compensation, and no member of Executive Management provides any recommendations to the Compensation
Committee with respect to his or her own compensation. The Compensation Committee reviews any
recommendations and information provided by Executive Management and approves the final executive
compensation package.

Use of Outside Advisors

The Compensation Committee may use consultants to assist in the evaluation of compensation for the
named executive officers. The Compensation Committee has the sole authority to retain and terminate any
compensation consultant engaged to perform these services. The Compensation Committee also has authority to
obtain advice and assistance from internal or external legal, accounting, or other advisers.

The Compensation Committee retained Mercer (US) Inc. (“Mercer”) to provide information, analyses, and
advice regarding executive and director compensation, as described below. Mercer was selected as the consultant
to the Compensation Committee in 2007 after an interview process with several compensation consulting firms.
The Compensation Committee evaluates Mercer on an annual basis. In 2010, Mercer advised the Compensa’uon
Committee on a variety of compensation-related issues, including:

* compensation strategy;
¢ pay levels;
¢ short-term incentive pay;
* long-term incentive pay;
* peer group;
* emerging compensation trends;
* assessment of the competiveness 6f outside directors compensation; and
* the Compensation Committee agenda and annual calendar. '
In 2010 and 2011, Mercer also assisted the Compensation Committee in its assessment of the potential

relationship between the Company’s compensation program and risk taking by management. For more
information, see the “Compensation Risk Assessment” section on page 58 of this Proxy Statement.

In the course of conducting its activities, Mercer attended meetings of the Compensation Committee and
presented its findings and recommendations for discussion. During the course of the year, Mercer worked with
management to obtain and validate data, review materials and recommend potential changes. Mercer received
approximately $131,000 in fees from the Company in connection with the Compensation Committee’s
determination of a variety of components of executive compensation during fiscal year 2010. In addition, in
2010, Mercer Health and Benefits division provided planning, management, analysis and support services to the
Company related to its new employer sponsored health benefits plan. Mercer received approximately $62,000
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from the Company for these services in 2010. Mercer is a subsidiary of Marsh & McLennan Companies, Inc.
(“MMC”), a diversified conglomerate of companies that provide insurance, security and human resources
consulting services. During 2010, affiliates of MMC other than Mercer received approximately $176,000 in fees
for their services. The Compensation Committee has reviewed the services provided by the MMC affiliates and
has determined that these services do not prevent Mercer from being objective in its work for the Compensation
Committee. Other than the services described above, Mercer provided no other services to the Company in fiscal
year 2010. :

Review of External Compensation Data

The Compensatlon Committee does not apply a formulaic approach to setting individual elements of the
named executive officers’ compensation or their total compensation amounts and does not set compensation
levels at any specific level or percentile against the peer group data described below (i.e., the Compensation
Committee does not “benchmark” the Company’s executive compensation levels). However the Compensation
Committee periodically reviews market compensation levels to inform its decision- making process and to
determine whether the total compensation opportunities for the Company’s named executive officers are
appropriate in light of factors such as the compensation arrangements for similarly situated executives in the
market and may make adjustments when the Compensation Committee determines they ‘are appropriate:

In 2010, Mercer reevaluated the Cdmpany’s peer group identified in 2007, reviewed screening methodology
for developing a revised peer group and as51sted the. Compensatlon Commiittee in selecting the peer group for
2010. The selection criteria included:

* size of the organization: the reviewed companies were within a range of 0.5x to 2x the Company’s
revenue, targeting a peer group with the median annual revenue of approximately $500 million;

¢ relevant industries: Communications Equipment, Computer Storage & Perlpherals Internet Software &
Services, Office Electronics, Semiconductors, Systems Software; and

« business model and characteristics: business to. business,. manufacturmg capablhtles software products
and integrated solutions and services.

As a result, for 2010, the Company used the following peer group to provide market reference information
as part of its review of executive compensation:

Ariba, Inc. Netgear, Inc.

Ciena Corporation Powerwave Technologies, Inc.
Commvault Systems, Inc. Progress Software Corporation
Dot Hill Systems Corporation QLogic Corporation

Emulex Corporation Quantum Corporation

F5 Networks, Inc. ‘ Radiant Systems, Inc.
Hutchinson Technology Inc. STEC, Inc.

Intermec Inc. Zebra Technologies Corporation

MRV Communications Inc. .

Several companies from the 2007 peer group were eXcl}lded from the peer group proposed by Mercer and '
approved by the Compensation Committee due to (i) their size in terms of revenue and/or (ii) their sub-industry.

Executive Compensatlon Elements

For the 2010 fiscal year, the principal elements or components of compensation for the named executive
officers were: (1) base salary (2) short-term incentives; and (3) long-term incentives.

Durmg 2010, for each element of executive compensatlon, the Compensation Committee considered a
number of factors, such as the executive’s employment experience, performance of the executive during the year,
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performance of the Company during the year, achievement of Company performance targets set by the Board of
Directors as identified below, potential to enhance long-term stockholder value, information relating to
marketplace competitiveness, executive compensation trends, current compensation levels and types within the
peer group, compensation history, prior equity awards and the economic environment. Since there are no static or
fixed policies regarding the amount and allocation for each component or element of executive compensation, the
determination and composition of total compensation is up to the discretion of the Compensation Committee and
is decided in its judgment on a year by year basis.

During 2010, the measurement or assessment of the Company’s performance and the achievement of
Company performance targets was primarily quantitative with respect to the elements of incentive-based
compensation, and are addressed in greater detail below. The factors relating to current compensatlon levels,
compensation history and prior equity awards for each of the named executive officers were primarily used by
the Compensation Committee in evaluating the appropriate levels of compensation for each element of
compensation for the 2010 fiscal year and any potential increase or decrease from the prior year levels to help
ensure consistency from year-to-year. In 2010, the Compensation Committee also considered in its judgment the
improvement in economic conditions generally and its potential implications on the named executive officers’
compensation levels.

The difference in the levels of compensation for each element of compensation between the named
executive officers reflects consideration of the executive’s roles and responsibilities, the executive’s tenure with
the Company as well as the other factors mentioned above. The Compensation Committee evaluates these factors
as part of establishing compensation for each named executive officer. '

The Compensation Committee considers the value of the entire compensation package when establishing the
appropriate levels of éompensatioh for each element. As noted above, however, the Company does not apply a
formulaic approach to the allocation of specific elements within the total compensation package. The
Compensation Committee exercises its judgment and discretion when approving the amount and allocation of
each element of the total compensation package. ‘

Base Salary

The Company provides the named executive officers with a base salary, which is comprised of a fixed
amount of annual cash compensation. In setting base salaries for the named executive officers, the Compensation
Committee considers a number of factors, including the executive’s prior salary history, current compensation
levels, individual and the Company’s performance and marketplace competitiveness for similarly situated named
executive officers. The Compensation Committee considers changes to base salaries for the named executive
officers on an annual basis. There are no formulaic increases, instead, the Compensation Committee exercis¢s its
judgment and discretion when determining and approving increases to the annual base salary of each named
executive officer.

In April 2009, the Compensation Committee approved and accepted the voluntary reduction of the annual
base salaries of each of Messrs. Gecht, Rosenzweig and Ritchie by fifteen percent (15%) for Messrs. Gecht and
Rosenzweig, to equal $527,000 and $450,500, respectively, and by ten percent (10%) for Mr. Ritchie, to equal
$279,000. This reduction was volunteered by the named executive officers in support of the Company’s cost
reduction activities due to deteriorating global economic and industry conditions provided that such voluntarily
reduced base annual salaries would not be used in the calculation of any other beneflts set forth in each named
executive officer’s current employment agreement.

In November 2010, the Compensation Committee approved a reinstatement of the annual base salaries of
Messrs. Gecht and Rosenzweig to their pre-reduction levels of $620,000 and $530,000, respectively. In making
this decision, the Compensation Committee took into account improvement in the Company’s cash position and
return to profitability. This salary reinstatement coincided with the general reinstatement of salaries of the
Company’s other employees who had incurred prior reductions.
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The base salaries of Messrs. Gecht and Rosenzweig as in effect at the end of fiscal year 2010 are set forth in
the following table:

Annual Salary Rate In
Effect at Fiscal 2010
Named Executive Officer Year-End
GuyGecht . ... $620,000
Fred Rosenzweig ........... .. ..ol $530,000

Upon Mr. Heneweer’s appointment as interim Chief Financial Officer in May 2010, the Compensation
Committee set his monthly base salary in that position as $23,250 ($279,000 on an annual basis), which is equal
to the monthly base salary of Mr. Ritchie at the time of his resignation. In November 2010, the Compensation
Committee approved an increase in Mr. Heneweer’s monthly base salary to $25,833 ($310,000 on an annual
basis), which is equal to Mr. Ritchie’s monthly base salary in effect prior to his voluntary reduction taken in
April 2009. The Compensation Committee considered these levels for Mr. Heneweer’s monthly compensation to
be appropriate in light of his assumption of Mr. Ritchie’s duties as Chief Financial Officer on an interim basis
after Mr. Ritchie’s resignation in May 2010. ’

Short-Term Incentive Compensation

The Company believes that a significant portion of executive compensation should be directly related to the
Company’s overall financial performance, stock price performance and other relevant financial factors that affect
stockholder value. Accordingly, the Company sets goals designed to link executive compensation to the
Company’s overall performance and reserves the largest potential compensation awards for incentive-based
programs, which may include both cash and equity awards. The executive incentive program allows named
executive officers to receive short-term incentive compensation in the event certain specified corporate and
individual performance measures are achieved. Payments under the executive incentive program are contingent
upon the executive’s continued employment, subject to the terms of their employment agreements, and are
determined by the Compensation Committee. The Compensation Committee believes that the payment of
bonuses, whether in cash or equity, provides incentives necessary to retain the named executive officers and
reward them for short-term Company performance.

The total potential short-term incentive for each of the named executive officers is calculated as a
percentage of his base salary. The Compensation Committee sets the percentage of base salary for each named
executive officer’s target bonus in its judgment based on its review of each executive’s total compensation
package and compensation at the Company’s peer group or emerging executive compensation trends, as the case
may be, and its assessment of the past and expected future contributions of the named executive officers.

In March 2010, the Compensation Committee approved the 2010 performance-based equity bonus program
(the “2010 Program”) for Messrs. Gecht, Rosenzweig and Ritchie, the Company’s named executive officers at
that time. The target short-term incentive opportunity for the 2010 fiscal year remained unchanged from the prior
fiscal year for Messrs. Gecht and Rosenzweig, with their target bonus opportunities being set at 105% and 95%,
respectively, of their annual base salary amounts in place prior to the April 2009 voluntary salary reductions
described above. The Compensation Committee approved an increase in the target bonus level for Mr. Ritchie
from 55% to 75% of his base salary prior to the April 2009 voluntary salary reduction. The difference in short-
term incentive percentages between Mr. Gecht, Mr. Rosenzweig and Mr. Ritchie correlate with their roles and
level of responsibility within the Company.

In execution of the 2010 Program, the Compensation Committee approved grants of performance-based
awards of restricted stock units to each of Messrs. Gecht, Rosenzweig and Ritchie, with the total number of stock
units subject to each executive’s awards determined by dividing the executive’s target bonus by the closing price
of the Company’s common stock on the trading day immediately preceding the grant date. Sixty percent
(60%) of the executive’s stock units were eligible to vest based on the achievement of financial targets relating to
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the Company’s non-GAAP operating income for the fiscal year. The remaining forty percent (40%) of the
executive’s stock units were eligible to vest based on the achievement of financial targets relating to the
Company’s revenue and, in addition, would vest only if the Company achieved a minimum threshold for
non-GAAP operating income established by the Compensation Committee for the fiscal year. In each case, the
vesting of these awards was also contingent on the executive’s continued employment with the Company through
the vesting date. :

In.determining that awards made under the 2010 Program would be in the form of restricted stock units, the
Compensation Committee intended to provide a further link between executive incentive compensation and
shareholder value. The Compensation Committee selected revenue and non-GAAP operating income as the
performance measures for these awards to create further incentives for management to focus on the Company’s
revenue growth and profitability because the Compensation Committee believes these metrics are key to the
Company’s long-term growth and success. For these purposes, non-GAAP operating income is defined as
operating income determined in accordance with GAAP adjusted to remove the impact of recurring amortization
of acquisition-related intangibles, stock-based compensation expense, as well as restructuring related and
non-recurring charges and gains and the tax effect of these adjustments. Such non-recurring charges and gains
include end-of-life inventory purchase and related obsolescence, project abandonment costs, asset impairment
charges, certain legal settlements, our sale of certain real estate assets, acquisition-related transaction costs and
legal expenses, and costs to integrate such acquisitions into our business. The Compensation Committee believes
that these adjustments to operating income for this purpose produce a better measure of the executives’ impact on
operating income over the corresponding year. The Compensation Committee has reserved its discretion to award
cash bonuses based on-evaluation of the executive officers’ contributions and the Company’s performance at.any
time, including at year-end. No such cash bonuses were awarded to the executives for 2010.

Financial targets selected by the Compensation Committee for the 2010 Program represented financial goals
for the Company, taking into consideration the economic and industry environment at the time the 2010 Program
was established. Information regarding financial targets determined by the Compensation Committee for the
performance bonus program for fiscal year 2010 is set forth in the table below. The threshold and target levels for
revenue reflect slight increases over the levels originally established by the Compensation Committee for the
2010 Program. The Compensation Committee approved these increases in the revenue targets in August 2010 to
mitigate the impact on revenue of certain acquisitions made by the Company during 2010.

Weighting Threshold Target

Goais )
Revenue (inmillions) ...........0 ... i in.. 40% $ 460 $ 476
(% of program component earned) ... ............ e e o 0% 100%
Non-GAAP operating income (in millions) ............ 60% $20.0 $24.0

(% of program component earned) ............. I — 0% 100%

The minimum threshold for non-GAAP operating income established by the Compensation Committee for
fiscal year 2010 was $20 million. None of the restricted-stock units granted under the executive incentive
program would vest if the-minimum threshold for non-GAAP operating income was not achieved. If the
minimum threshold was achieved and the applicable threshold performance level in the table above were
exceeded, the award would vest with respect to between 0% and 100% of the units covered by the award, with
100% of the units vesting if the applicable target performance level in the table above were met or exceeded. The
number of units vesting for performance results between the threshold and target levels would be interpolated
between these points. In no event would any executive incentive plan award vest with respect to more than 100%
of the units subject to the award.

During the first quarter of 2011, the Compensation Committee reviewed the total 2010 fiscal year revenue
and non-GAAP operating income of the Company as compared to the respective total revenue and non-GAAP
operating income threshold and target amounts established by the Compensation Committee and determined that
the target levels were achieved for both performance measures. The Company’s revenue for 2010 was $504
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million, and the Company’s non-GAAP operating income was $35.8 million. Accordingly, the restricted stock
units granted to each of Messrs. Gecht and Rosenzweig under the 2010 Program with respect to achievement of
Company’s financial targets vested 100% in accordance with the terms.of the program.

Mr. Heneweer was not.a named executive officer of the Company in March 2010 when the Company
established the terms of its 2010 Program. He participated in the Company’s incentive program for non-executive
members of management approved in March 2010, and was granted awards of performance-based restricted
stock units on terms substantially similar to the awards granted to the other named executive officers under the
2010 Program (as defined above). Mr. Heneweer’s target bonus under the program was $101,003 or 40% of his
then base salary, which the Company determined in its judgment correlated with his role as Vice President of
Finance and the level of responsibility associated with that role.

Long-Term Equity Incentive Program

As indicated by its performance-based approach to compensation, the Company believes that equity
ownership in the Company is important to closely align the interests of named executive officers with those of
Company stockholders and thereby promote incentives to achieve sustained, long-term revenue growth,
profitability and creation of stockholder value..The Company’s named executive officers may receive an annual
award of stock options, restricted stock and/or restricted stock units at the discretion of the Compensation
Committee. The number of stock options, restricted stock and/or restricted stock unit awards granted to each
executive officer is determined and approved by the Compensation Committee in its judgment based upon
several factors, including the individual’s performance, the Company’s performance and the value of the award
at the time of grant. Additional grants other than the annual award may be made in the event there are significant
changes in the performance of the Company or the individual performance of the executive during the evaluation
period. The Compensation Committee considers the same factors as described throughout this discussion when
evaluating these long-term discretionary equity awards.

In order to provide an incentive for continued employment, restricted stock units granted to named
executive officers under the long-term incentive program typically have a three-year annual vesting schedule,
and stock options granted to named executive officers typically have a three and a half year vesting schedule.
Stock options generally expire seven years from the date of the grant so as to provide a reasonable time frame for
the named executive officer to benefit from appreciation of the Company’s stock price, while managing the
potential dilution to stockholders more effectively, as compared to a ten-year option term. The Company sets the
per share exercise price of options granted under the Company’s stock plans equal to 100% of the closing market
price of a share of the Company’s common stock on the date of grant of the award.

To provide additional incentives for performance, the Company has also in the past granted equity awards
that vest based upon the Company achieving specified levels of stock price appreciation or the achievement of
pre-established financial performance goals. These performance-based equity awards also assist in aligning the
interests of the named executive officers with those of stockholders. As described above, the annual bonus
opportunities for the named executive officers for fiscal year 2010 were structured as performance-based
restricted stock unit awards payable only if the Company achieved pre-established financial performance goals.
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In August 2010, the Compensation Committee approved the grant of a stock option and a restricted stock
unit award to each of Messrs. Gecht and Rosenzweig under the Company’s 2009 Equity Incentive Award Plan
(the “2009 Equity Plan™), as set forth in the following table:

Type of Security : © " Type of Vesting Vesting Schedule

Stock Options ‘ Time-based ‘ This award will vest and become exercisable with
' respect to 25% of the award on the first
anniversary of the date of grant and thereafter
with respect to an additional 2.5% of the award
each month, with full vesting in 42 months.

Restricted Stock Unit:  Time-based This award will vest with respect to one-third of
the award on the first, second and third
anniversaries of the-date of grant.

The Compensation Committee believes that these grants further align the interests of executives with those
of our stockholders (as the value of the grant depends on our stock price) and provide a retention incentive as the
vesting of the grant in each case is contingent on the executive’s continued employment with the Company
through the vesting date.

2010 Time Based Awards

As indicated in the Summary Compensation Table on page 50 of this Proxy Statement, the Compensation
Committee allocated a larger percentage of the overall grant value of 2010 equity awards to restricted stock units
and approved grants of 120,000 restricted stock units to Mr. Gecht and 45,000 restricted stock units to
Mr. Rosenzweig and stock options'covering 130,000 shares of the Company’s common stock to Mr. Gecht and
45,000 shares to Mr. Rosenzweig. At the time of these grants, the Compensation Committee believed that among
other factors, retention of the named executive officers was an important consideration and that the restricted
stock unit awards provided an effective retention incentive as they have value even if the stock price does not
increase as compared to stock options which have no value unless the stock price increases. Accordingly, the
Compersation Committee determined to allocate a larger percentage of the overall grant value to restricted stock
unit awards for 2010 in order to increase the retention value of these grants. The Compensation Committee
determined the value of each named executive officer’s total equity award in its judgment, taking into
consideration its subjective assessment of each executive’s individual performance, the retention value of these
grants and the executives’ prior long-térm equity incentive grants, certain equity award ranges provided by
Mercer based on comparisons against market benchmarks, the number of shares remaining under the 2009 Equity
Plan and their planned use for purposes other than executive compensation, and the Company’s philosophy that
long-term equity incentives should constitute a substantial portion of each executive’s total direct compensation.

Performance Based Options—Stock Price Appreciation

As previously disclosed in the Company’s 2009 proxy statement, the Company granted each of the named
executive officers two performance-based option grants during 2009 that would vest based upon the achievement
of performance goals established by the Compensation Committee. The vesting of one performance-based option
grant is to be determined based on the price of the Company’s common stock, as measured by the average per
share closing price over a period of 20 consecutive trading days (the “average stock price™), attaining specified
levels of appreciation over the per share closing stock price on the date of grant, or $10.77 (the “grant date stock
price”), according to the following schedule: 25% of these options will vest when the average stock price equals
or exceeds $16.16 (150% of the grant date stock price); 25% of these options will vest when the average stock
price equals or exceeds $18.85 (175% of the grant date stock price); 25% of these options will vest when the
average stock price equals or exceeds $21.54 (200% of the grant date stock price); and 25% of these options will
vest when the average stock price equals or exceeds $24.23 (225% of the grant date stock price).
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Performance Based Options—Return on Equity Percentage

"The vesting of the other performance-based option grant is to be determined based on the Company’s annual
return on equity percentage, on a non-GAAP basis, (the “Annual ROE Percentage”™), as compared with the
issuer’s annual return on equity percentage for its 2008 fiscal year (the “2008 ROE Percentage”) according to the
following schedule: 20% of these options will vest when the Annual ROE Percentage is equal to or greater than
two percentage points more than the 2008 ROE Percentage; 20% of these options will vest when the Annual
ROE Percentage is equal to or greater than four percentage points more than the 2008 ROE Percentage; 20% of
these options will vest when the Annual ROE Percentage is equal to or greater than six percentage points more
than the 2008 ROE Percentage; 20% of these options will vest when the Annual ROE Percentage is equal to or
greater than eight percentage points more than the 2008 ROE Percentage; and 20% of these options will vest
when the Annual ROE Percentage is equal to or greater than ten percentage points more than the 2008 ROE
Percentage. For these purposes, non-GAAP return on equity is defined as non-GAAP net income divided by
stockholders’ equity. Non-GAAP net income is defined as net income determined in accordance with GAAP
adjusted to remove the impact of recurring amortization of acquisition-related intangibles, recurring stock-based
compensation expense, as well as restructuring related and non-recurring charges and gains and the tax effect of
these adjustments. Such non-recurring charges and gains include project abandonment costs, goodwill and asset
impairment charges, costs related to our stock option review completed in 2008, certain legal settlements, and
our sale of certain real estate assets. The 2008 ROE Percentage was 7.1%. No portion of either of these awards
vested during 2010.

Performance Based Restricted Stock Awards—Revenue and Net Income

As previously described in the Company’s prior proxy statements, the Company. also granted the named
executive officers restricted stock awards during 2006 that would vest upon the achievement of financial
performance goals established by the Compensation Committee or, if the financial targets are not met, on the
seventh anniversary of the grant date if the executive’s employment with the Company continues through that
date. These awards are scheduled to vest 25% on the first, second, third and fourth anniversaries of the grant,
provided that the Company achieves at least 85% of its performance plan for the fiscal year preceding each
vesting date (measured based on the blended Company annual revenue and net income targets set forth in the
performance plan). In the event the financial targets, as determined for each relevant fiscal year, are not met, the
financial targets are measured in each subsequent year through 2012 and the shares underlying the unvested
award will vest in full on March 15, 2013. Any restrictions on vesting that has been deferred due to failure to
achieve the applicable performance targets will lift upon achievement of 85% of the performance target in any
future year. The financial targets for the 2006 restricted stock awards were met for the fiscal years of 2006 and
2007, so that 25%. of the restricted stock awards vested on each of March 15, 2007 and March. 15, 2008.
Performance objectives were not met for the fiscal years of 2008 and 2009. The financial targets related to the
remaining 50% of the restricted stock award were measured again for the fiscal year 2010 and, due to the
achievement of the financial targets in 2010, all restrictions on vesting were lifted, resulting in vesting of the
remaining 50% of the awards on March 15, 2011.

Severance Arrangements

Each of Messrs. Gecht and Rosenzwe1g are parties to an employment agreement with the Company which
provides for severance beneflts under certain events, such as a termination w1thout cause or the executive
resigning for good reason.

The employment agreements are designed to promote stability and continuity of senior management. In
addition, the Company recognizes that the possibility of a change of control may exist from time to time, and that
this possibility, and the uncertainty and questions it may raise among management, may result in the departure or
distraction of management personnel to the detriment of the Company and its stockholders. Accordingly, the
Compensation Committee has determined that appropriate steps should be taken to encourage the continued
attention and dedication of members of the Company’s management to their assigned duties without the

46



distraction that may arise from the possibility of a change of control. As a result, the employment agreements
include provisions relating to the payment of severance benefits under certain circumstances in the event of a
change of control. Under the change of control provisions, in order for severance benefits to be triggered, an
executive must be involuntarily terminated without cause or the executive must leave for good reason within 24
months after a change of control. The Compensation Committee approved the employment agreements during
2006. The Compensation' Committee considered information provided by Executive Management in concert with
data from Mercer and used its discretion when approving each element and amount of the potential severance
benefits payable to the named executive officers.

No employment agreement was entered into with Mr. Heneweer as a result of his appointment as interim
Chief Financial Officer. ' ‘

Information regarding the severance benefits for Messrs. Gecht and Rosenzweig under their employment
agreements is provided under the headings “Employment Agreements” and “Potential Payments upon
Termination or Change of Control” on pages 55 through 57 of this Proxy Statement.

Other Elements of Compensation and Perquisites

There are no other material elements of compensation that the named executive officers receive. The named
executive officers may not defer any component of any annual incentive bonus earned and do not participate in
another deferred compensation plan. Likewise, the Company does not maintain any defined benefit pension plans
for its employees. However, named executive officers are eligible to participate in the Company’s 401(k) savings
plan on the same terms and conditions as other Company employees. From May 2009 to November 2010, the
Company temporarily suspended its matching of employee contributions to 401(k) savings plan. In addition, the
named executive officers are eligible to participate in the Company’s group health and welfare plans on the same
terms and conditions as other Company employees.

The Company also has provided Messrs. Gecht and Rosenzweig with an automobile allowance during the
term of their employment with the Company, as the Company in its sole discretion may from time to time make
available. Effective November 1, 2010, each of Messrs. Gecht and Rosenzweig has voluntarily forfeited their
monthly auto allowance of $400. o '

Subsequent Committee Actions
Compensation Arrangements with Mr. Pilette

As noted above, the Company appointed Vincent Pilette as Chief Financial Officer, effective January 1,
2011. In connection with the appointment, the Compensation Committee approved compensation arrangements
for M. Pilette that provide for him to receive an annual base salary of $350,000 and an annual bonus
opportunity, with his target bonus being 70% ($245,000) of his base salary and his actual bonus being based on
performance measurements determined by the Compensation Committee at such time when the executive
officers’ annual bonus program is approved, and subject to the terms and conditions of such program. In addition,
Mr. Pilette received an award of 60,000 restricted stock units, which are scheduled to vest in three annual
installments, and an award of 90,000 restricted stock units, the vesting of which will be determined by reference
to the average of the per-share closing price of the Company’s common stock over a period of 20 consecutive
trading days preceding the grant date (the “Determination Price”) and will be as follows: 28,000 shares will vest
on the date the average of the per-share closing price of the Company’s common stock over a period of 20
consecutive trading days equals orexceeds 125% of the Determination Price; 31,000 shares will vest on the date
the average of the per-share closing price of the Company’s common stock over a period of 20 consecutive
trading days equals or exceeds 150% of the Determination Price; 31,000 shares will vest on the date the average
of the per-share closing price of the Company’s common stock over a period of 20 consecutive trading days
equals or exceeds 175% of the Determination Price.
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The Employment Agreement entered into between Mr. Pilette and the Company provides that if, before a
change of control or more than 24 months after a change of control, Mr. Pilette’s employment is terminated by
the Company without cause or by Mr. Pilette for good reason, he will be entitled to an amount equal to 18
months’ base-salary, a pro-rated portion of his bonus for the year in which his termination occurs, and vesting of
his outstanding equity awards as though his employment had continued for an additional six months. If, within 24
months following a change of control, Mr. Pilette’s employment is terminated by the Company without cause or
by Mr. Pilette for good reason, he will be entitled to 24 months’ base salary, his target bonus for the year in
which his termination occurs, and vesting in full of his outstanding equity awards (assuming maximum
performance for awards subject to performance-based vesting conditions). In each case, Mr. Pilette would also be
entitled to payment by the Company of his premiums for continued health coverage under COBRA and certain
outplacement services. His rights to receive any of the severance benefits described above is subject to his
execution of a release of claims in favor of the Company upon the termination of his employment.

2011 Short Term Incentive Program

In February 2011, the Compensation Committee approved the 2011 performance-based equity and cash
bonus program (the “2011 Program”) for Messrs. Gecht, Rosenzweig and Pilette. For 2011, subject to the
achievement by the Company of certain financial performance objectives, each of these executives is eligible to
be paid an equity bonus based on a target percentage of such officer’s current annual base salary (the “base
salary”) based upon the Company achieving financial results at 100% of the Company’s 2011 operating plan
approved by the Board of Directors (“2011 Operating Plan™). In addition Messrs. Gecht, Rosenzweig and Pilette
are provided with an opportunity to receive a cash bonus equal to the equity bonus amount at the time of grant
based upon the Company achieving financial results significantly above the Company’s 2011 Operating Plan.
Each of the 2011 equity bonus target amount and cash bonus target amount of Messrs Gecht, Rosenzweig and
Pilette was set at $651,000, $503,500 and $245 ,000, respectively, which corresponds to 105%, 95% and 70%,
respectively, of their base salary.

Each of Messrs. Gecht’s, Rosenzweig’s and Pilette’s 2011 performance-based equity and cash bonus will be
60% based on the achievement of targets, set by the Compensation Committee, relating to the Company’s
non-GAAP operating income and 40% based on the achievement of Company revenue targets, subject in each
case to the Company’s achieving a minimum threshold for non-GAAP operating income determined by the
Compensation Committee, provided, however, that the financial targets applicable to the cash bonus opportunity
are higher than the financial targets applicable to the equity bonus opportunity and will be paid only if the
Company achieves results above the 2011 Operating Plan, as established by the Compensation Committee.

Based upon the Company’s performance against the 2011 revenue and non-GAAP operating income targets,
the 2011 equity bonus will be paid through the vesting of performance-based restricted stock units. In execution
of the 2011 Program, on February 9, 2011 the Compensation Committee approved grants of performance-based
restricted stock unit awards to each of Messrs. Gecht, Rosenzweig and Pilette under the Company’s 2009 Equity
Plan, with the aggregate number of units subject to each executive’s awards being determined by dividing the
executive’s target equity bonus by the closing price of the Company’s common stock on the trading day
immediately preceding the grant date. The awards will vest in full or on pro-rata basis, if and as applicable, upon
confirmation by the Compensation Committee that the vesting conditions set forth therein have been satisfied.

Tax Considerations

As part of its performance-based compensation program, the Company aims to compensate the named
executive officers in a manner that is tax effective for the Company. Section 162(m) of the Internal Revenue
Code generally disallows a tax deduction to public corporations for compensation over $1 million paid for any
fiscal year to each of the corporation’s named executive officers, other than the chief financial officer, as of the
end of the fiscal year. However, Section 162(m) exempts qualifying performance-based compensation from the
deduction limit if certain requirements are met. Although the Compensation Committee considers the impact of
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Section 162(m) when developing and implementing executive compensation programs, the Compensation
Committee believes that it is important and in the best interests of stockholders to preserve flexibility in
designing compensation programs. Accordingly, the Compensation Committee has not adopted a policy that all
compensation must qualify as deductible under Section 162(im). In practice, a significant portion of the
compensation awarded under the Company’s incentive programs (including the Company’s grants of stock
options and performance-based restricted stock unit awards under the executive incentive program for fiscal year
2010 described above) are intended to qualify as performance-based compensation exempt from Section 162(m)
of the Internal Revenue Code. The Compensation Committee has from time to time approved, and may in the
future approve, compensation artangements for certain named executive officers that are not fully deductible.
Further, because of ambiguities and uncertainties as to the application and: 1nterpretat10n of Section 162(m) and
the regulations issued thereunder, no assurance can be given, notwithstanding the Compensation Committee’s
efforts, that compensation intended to satisfy the requirements for deductibility under Section 162(m) does in fact
do so. -

Stock Ownership Policy

In February 2011, the Board of Directors adopted a Stock Ownership Policy for the Company’s directors.
The Stock Ownership Policy applies to Messrs. Gecht and Rosenzweig in their roles as directors of the Company.
The policy was adopted to further align the interests of our shareholders and directors. According to the policy,
included in the Board of Directors’ Guidelines, directors are required to hold at least 10,000 shares of the
Company’s common stock within the later of three years of first becoming a director or three years of the date of
adoption of the stock ownership policy, and continue holding such required minimum as long as they continue -
serving as directors. In determining whether the stock ownership requirements were met, the Board of Directors
shall take into account a director’s beneficial ownership, including shares of common stock held by the director,
shares of common stock held in trust for the benefit of the director or his or her immediate family members,
vested or unvested restricted stock and vested or unvested restricted stock units. The Nominating and
Governance Committee may extend in its discretion the deadline for attainment of such stock ownership level.

Compensation Committee Interlocks and Insider Participation

None of the members of the Coinpensation Committee has at any time been one of the Compaﬁy’s named
executive officers or employees or had any relationships requiring disclosure by the Company under the SEC:
iules requiring disclosure of certain relatlonshlps and related party transactions. None of the Company’s named
executive officers currently serves, or in the past fiscal year has served, as a member of the board of directors or
compensation committee of any entity that has one or more named executive officers servmg on the Board of
Dlrectors or Compensation Committee. '

COMPENSATION COMMITTEE REPORT
The Compensation Commiittee of the Company has reviewed and discussed the Compensation Discussion
and Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and

discussions, the Compensation Committee recommended to the Board of Directors that the Compensation
Discussion and Analysis be included in this Proxy Statement.

COMPENSATION COMMITTEE

Gill Cogan
Dan Maydan
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Compensation of Executive Officers
Summary Compensation Table for 2010

The following table sets forth compensation paid to our named executive officers for the fiscal years ended
December 31, 2010, 2009, and 2008. ‘

Change in
pension value
and
Non-equity  nonqualified
incentive deferred
Name and principal Stock Option plan compensation  All other
position Year Salary Bonus awards awards  compensation earnings compensation Total
(2) (b) 1 (DDH@ (€)(2) H3) @@ (h) HAE) @)
Guy Gecht, )
Chief Executive-
Officer .......... 2010 $542,500 $ —  $2,024,909 $ 555,815 $ — $ — $ 9335  $3,132,559
2009 554,125 —_ 836,829 1,546,708 — — 28,714 2,966,376
2008 607,500 — 1,952,196 1,852,672 — — 9,172 4,421,540
Fred Rosenzweig,
President . ........ 2010 463,750 — 1,021,070 192,397 — — 9,110 1,686,327
2009 473,687 — 304,253 562,349 — — 29,139 1,369,428
2008 525,000 — 1,058,672 1,115,541 — — 10,272 2,709,485
Gordon Heneweer,
Interrim CFO(6) ... 2010 272,759 — 101,922 — — — 1,815 376,496
‘ 2009 — — — — — — — —
- 2008 — — — — — — — —
John Ritchie,
Chief Financial
Officer(7) ........ 2010 98,365 — 234,604 — —_ — 1,765 334,734
2009 288,042 — 444358 492,677 — — 2,889 1,227,966
2008 310,000 — 794,000 557,771 — — 5,472 1,667,243

(1) Ali cash compensation earned by each executive officer for fiscal years 2010, 2009 and 2008 is reflected in the Salary, Bonus,
or All other compensation columns of this table. There were no deferred salaries or other compensation in 2010, 2009, or 2008.
The amounts indicated for 2009 reflect voluntary salary reductions for the named executive officers effective April 2009, which
were reinstated effective November 2010.

(2) The amounts reported in the Stock Awards and Option Awards columns represent the aggregate grant date fair value
determined in accordance with ASC 718 of equity-based awards granted during the applicable year. See Note 12 of the
consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2010 regarding
assumptions underlylng the valuation of equity awards.

(3) The amounts reported in the Stock Awards and Option Awards columns of the table above include the grant date fair value of
performance-based awards granted to the named executive officers in each of these years based on the probable outcome
(determined as of the grant date) of the performance-based conditions applicable to the awards. The probable grant date fair
value was determined assurming that the highest level of performance conditions will be achieved.

(4) As aresult of Company and individual performance and economic conditions during fiscal years 2009 and 2008, no bonuses
were payable to the named executive officers under the executive bonus programs. For fiscal year 2010, all executive officer
bonuses were awarded under our executive bonus program and paid in shares of stock. These awards are reflected in the “Stock
Awards” column of the table above and in the “Grants of Plan-Based Awards Table” below.

(5) For fiscal year 2010, includes reimbursement of auto allowances, 401(k) employer matching contributions, and life insurance
premiums in the amounts indicated below:

Guy Fred John Gordon
Gecht Rosenzweig Ritchie Heneweer
AUto allOWANCE . ..ottt it e e $4,000 $4,000 $ — $ —
401 (k) matching contribution(a) ....................... e 1,550 1,325 — 375
Life insurance premiums ............ ...ttt 3,785 3,785 1,765 1,440
o $9,335 $9,110 $1,765 $1,815

(a) In November 2010, we resumed our matching of employee contributions to our 401(k) plans. We had temporarily
suspended such matching in May 2009.

(6) On May 7, 2010, the Board of Directors appointed Gordon Heneweer, the Company’s Vice President, Finance, as its interim
Chief Financial Officer, effective May 10, 2010. As noted above, Vincent Pilette was appointed Chief Financial Officer of the
Company, effective January 1, 2011, and Mr. Heneweer resumed his functions as the Company’s Vice President, Finance.

(7) On April 29, 2010, the Company announced that John Ritchie, Chief Financial Officer of the Company, had resigned as an
officer of the Company.
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2010 Grants of Plan-Based Awards Table

The following equity awards were granted during the fiscal year ended December 31, 2010 to each of the
Company’s named executive officers:

All
Other All
Stock Other
Awards: Option Exercise Grant

. - . Number Awards: or Base Date
Estimated Future Payouts Estimated Future Payouts of Number of Price of Value of

Under Non-Equity Incentive Under Equity Incentive Plan

Shares Securities Option Stock and
. Plan Awards(1) Awards(D) of Stock Underlying AvI:ards Option
" Name and Grant : Threshold Target Maximum Threshold Target Maximum or Units Options ¢/ Awards
Date Grant Type $) $) . $) #) #) #) #) (#) . Share) $)(2)
Guy Gecht - )
8/20/2010(3) Stock Options $— $— % — — —_— — — 130,000 $11.40 $ 555,815
3/2/2010(4)  Restricted Stock Units — — — — 21,468 21,468 — — — $ 262,768
3/2/2010(5) ~ Restricted Stock Units - — — — — 32,201 32,201 — — — $ 394,140
8/20/2010(6) Restricted Stock Units — — — — — — 120,000 — —  $1,368,000
Fred Rosenzweig
8/20/2010(3) Stock Options — — — — — — — 45,000 $11.40 $ 192,397
3/2/2010(4)  Restricted Stock Units =~ =~ — =~ — — — 16,604 16,604 -~ — — — $ 203,233
3/2/2010(5)  Restricted Stock Units — C— — — 24,905 24,905 — — — $ 304,837
8/20/2010(6) Restricted Stock Units — — — — — — 45,000 — — $ 513,000
Gordon Heneweer
3/2/2010(4)  Restricted Stock Units — —_— — — 3,331 3,331 — e — $ 40,771
3/2/2010(5)  Restricted Stock Units — — — — 4996 4,996 —— — — $ 61,151
John Ritchie - :
3/2/2010(7)  Restricted Stock Units — — — — 7,667 7,667 — — — $ 93844
3/2/2010(8)  Restricted Stock Units — — — — 11,500 11,500 — — — $ 140,760

(1) “Threshold,” “Target,” and “Maximum” columns in the “Estimated Future Payouts Under Equity Incentive Plan Awards” columns
represent amounts payable under our 2010 annual target bonus program. Threshold achievement results in no bonus payout, while target
and maximum achievement results in 100% bonus payout, with pro rata payouts for achievement between these levels. The target /
maximum level was achieved for fiscal 2010 and is payable in the form of shares of stock. There is no non-equity incentive plan in effect
for 2010 as.the plans in place in prior years have been replaced by our equity incentive plan.

(2) Grant Date Fair Value of Stock or Option Awards represents the grant date fair value of the apphcable award calculated in accordance
with ASC 718.-See Note 12 of the consolidated financial statements in our Annual Report on Form 10-K for the year ended
December 31, 2010 regarding assumptions underlying the valuation of equity awards.

(3) Each option vests with respect to 25% of the shares subject thereto on the first anniversary of the date of grant and thereafter with respect
to an additional 2.5% of the shares each month, with full vesting in 42 months from the date of grant.

(4) These RSUs vest based on achievement of 2010 revenue targets with pro rata vesting between the threshold of $460 million (0% vesting)
and the target of $476 million (100% vesting). These RSUs fully vested on March 2, 2011, based on actual 2010 revenues of $504
million.

(5) These RSUs vest based on achievement of 2010 non-GAAP operating income targets with pro rata vesting between the threshold of $20
million (0% vesting) and the target of $24 million (100% vesting). These RSUs fully vested on March 2, 2011, based on actual 2010
non-GAAP operating income of $36 million. Non-GAAP operating income is defined as operating income determined in accordance
with GAAP, adjusted to remove the impact of certain expenses, and the tax effects of these adjustments.

(6) Each restricted stock unit award vests with respect to one-third of the units on the first, second, and third anniversaries of the date of
grant.

(7) These RSUs vest based on achievement of 2010 fevenue targets with pro rata vesting between the threshold of $460 million (0% vesting)
and the target of $476 million (100% vesting). These RSUs fully vested on March 2, 2011, based on actual 2010 revenues of $504
million. Mr. Ritchie forfeited this award because he was not employed by the Company on the vesting date.

(8) These RSUs vest based on achievement of 2010 non-GAAP operating income targets with pro rata vesting between the threshold of $20
million (0% vesting) and the target of $24 million (100% vesting). These RSUs fully vested on March 2, 2011, based on actual 2010
non-GAAP operating income of $36 million; Non-GAAP operating income is defined as operating income determined in accordance
with GAAP, adjusted to remove the impact of certain expenses, and the tax effects of these adjustments. Mr. Ritchie forfeited this award
because he was not employed by the Company on the vesting date.
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Description of Plan-Based Awards

Equity Incentive Plan Awards. Each of the equity incentive awards reported in the above table was granted
under, and is subject to, the terms of the Company’s 2009 Equity Incentive Award Plan (the “2009 Plan”). The
2009 Plan is administered by the Compensation Committee. The Compensation Committee has authority to
interpret the plan provisions and make all required determinations under the plan. Awards granted under the plan
are generally only transferable to a beneficiary of a named executive officer upon his death or, in certain cases, to
family members for tax or estate planning purposes.

Under the terms of the 2009 Plan, if there is a change in control of the Company, each named executive
officer’s outstanding awards granted under the plan will generally become fully vested and, in the case of
options, exercisable, unless the Compensation Committee provides for the substitution, assumption, exchange or
other continuation of the outstanding awards. Any options that become vested in connection with a change in
control generally must be exercised prior to the change in control, or they will be cancelled in exchange for the
right to receive a cash payiment in connection with the change in control transaction.

In addition, each named executive officer may be entitled to accelerated vesting of his outstanding equity-
based awards upon certain terminations of his employment with the Company and/or a change in control of the
Company. The terms of this accelerated vesting are described in the Potential Payments upon Termination or
Change in Control section below.

Options. Each option reported in the table above was granted with a per-share exercise price equal to the
fair market value of a share of the Company’s common stock on the grant date. For these purposes, and in
accordance with our 2009 Plan and our option grant practices, the fair market value is equal to the closing price
of a share of our common stock on the applicable grant date.

The vesting requirements applicable to each option granted to the named executive officers in-2010 are
described in the footnotes to the table above and in the “Long-Term Equity Incentive Program™ section of the
Compensation Discussion and Analysis. Once vested, each option will generally remain exercisable until its
normal expiration date. Each of the options granted to our named executive officers in 2010 has a term of seven
years. However, vested options may terminate earlier in connection with a change in control transaction or a
termination of the named executive officer’s employment. The named executive officer will generally have three
months to exercise the vested portion of the option following a voluntary termination of his employment. This
period is extended to twelve months if the termination is due to the named executive officer’s death or disability.
The options granted to the named executive officers during 2010 do not include any dividend rights.

Restricted Stock Units. Grants of time-based restricted stock units made in 2010 to the named executive
officers are reported in the table above under the heading “All Other Stock Awards: Number of Shares of Stock
or Units.” The vesting requirements-applicable to each award granted to the named executive officers in 2010 are
described in the footnotes to the table above and in the “Long-Term Equity Incentive Program” section of the
Compensation Discussion and Analysis. Restricted stock units are payable on vesting in an equal number of
shares of the Company’s common stock. The named executive officer does not have the right to vote or dispose
of the restricted stock units and does not have any dividend rights with respect to the restricted stock units.

Performance Awards under Bonus Program. As described above, the named executive officers’ 2010
bonus opportunities were granted in the form of restricted stock unit awards under our annual bonus program.
These awards are reported in the table above under the heading “Estimated Future Payouts Under Equity
Incentive Plan Awards.” The material terms of these awards reported in the above table are described in the
Compensation Discussion and Analysis section above under the heading “Short-Term Incentive Compensation.”
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Outstanding Equity Awards at 2010 Fiscal Year-End Table

The following table presents certain information with respect to unexercised options and unvested stock
awards granted to the named executive officers as of the fiscal year end December 31, 2010:

Option AWards » Stock Awards

Equity
incentive
Equity plan
incentive awards:
plan market

awards: or
: number  payout
Equity © Number of value of
incentive of unearned unearned
plan . shares  Market shares,  shares,
Number of Number of  awards: or units  value of  units or units or
securities securities  Number of Option of stock sharesor  other other
underlying underlying securities exercise that units of rights rights
unexercised unexercised underlying price have  stock that that have thathave
options options unexercised  per Option . not have not not not
# #) options share expiration vested vested vested vested
Name Grant exercisable unexercisable # (6)] date (€3] ()] €] $)
(a) Date - (b) © ’ (dy (e) @ ® (h) ® O
Guy Gecht ........ 4/11/2005(1) 197,639 — — $17.00 4/11/2012 — 3 — — % —
3/15/2006(2) — — — — - — - 36,110 $516,734
2/26/2008(3) 287,466 62,534 — $15.88 2/26/2015 — — — —
2/26/2008(4) — — — — — 38,500 $ 550,935 e —
8/28/2009(5) — — 43,707  $10.77 8/28/2016 e — — -
8/28/2009(6) — e 3,885  $10.77 8/28/2016 — - — —
8/28/2009(7) 40,792 75,758 — $10.77 8/28/2016 — — — —
8/28/2009(4) — — - — — 51,800 $ 741,258 — —
3/2/2010(8) — — — — — — — 21468 $307,207
-3/2/2010(9) —_ — — — — e — 32,201 $460,796
8/20/2010(7) — 130,000 — $11.40 8/20/2017 — — — .=
8/20/2010(4) — —_ — — — 120,000 $1,717,200 — —
Fred Rosenzweig . .. 4/25/2002(1) 51,866 — — $17.50 4/24/2012 — — — —
4/11/2005(1) 166,667 — — $17.00 4/11/2012 — — — -
3/15/2006(2) — - — —_ — — — 21,776 $397.475
2/26/2008(3) 164,266 35,734 — $15.88 2/26/2015 — — — —
2/26/2008(4) — — e — — 22,000 $ 314,820 — —
8/28/2009(5) s ) — 15,891  $10.77 8/28/2016 — — e —
8/28/2009(6) — — 1,413 $10.77 8/28/2016 — — — —
8/28/2009(7) 14,831° 27,544 — $10.77 8/28/2016" — e — —
8/28/2009(4) — — — — — 18,833 $ 269,500  — —
3/2/2010(8) — — — — — — — 16,604 $237,603
3/2/2010(9) — — — — — — — 24905 $356,391
8/20/2010(7) — 45,000 — $11.40 8/20/2017 — s — —
8/20/2010(4) — — — — ~—— 45,000 $§ 643,950 — —
Gordon Heneweer .. 2/26/2008(4) — - C—= o — 2,3100%  33,056° — o
6/18/09(4) — — — — — 8,000 $ 114,480 — —
9/8/2009(10) — — - — — 1,396 § 19977 — —
3/2/2010(8) — — — — — — — 3,331 $ 47,667
3/2/2010(9) — — — — — — o 4996 $ 71,493

(1) Each option vests with respect to 25% of the shares subject thereto on January 31, 2006 and then at a rate of 2.5% of the total number of
shares subject to the option per month over the next thirty months.

(2) Each restricted stock award vests at the rate of 25% of the number of shares underlying the award on each anniversary of the vesting
commencement date, provided that specified performance targets are achieved. In the event performance targets are not achieved in each
subsequent year through 2012, all remaining unvested shares underlying the restricted stock award will vest on March 15, 2013. These
restricted stock awards fully vested on March 15, 2011 based on achievement of the performance targets in 2010.

(3) Each option vests with respect to 33% of the shares subject thereto on the first anniversary of the date of grant and thereafter with respect
to an additional 2.23% of the shares each month, with full vesting in 42 months from the date of grant.

(4) Each restricted stock unit award vests thh respect to one-third of the shares on the first, second and third anniversary of the date of
grant.

(5) Each option vests with respect to 25% of the shares subject thereto when the average closing stock price over a period of 20 consecutive
trading days equals or exceeds $16.16, $18.85, $21.54, and $24.23, respectively. The number of securities underlying unexercised
options is based on achieving threshold performance goals, which requires that the average stock price of $16.16 is realized for 20
consecutive trading days.
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(6) Each option vests with respect to 20% of the shares subject thereto when non-GAAP return on equity for the year then ended exceeds
non-GAAP return on equity for the year ended December 31, 2008 by 2, 4, 6, 8, and 10 percentage points, respectively. Non-GAAP
return on equity is defined as non-GAAP net income divided by stockholders’ equity., Non-GAAP net income is defined as net income
determined in accordance with GAAP, adjusted to remove the impact of certain expenses, and the tax effects of these adjustments. The
number of securities underlying unexercised options is based on achieving the, threshold performance goal, which requires a 2
percentage point improvement in non-GAAP return on equity compared with the year ended December 31, 2008.

(7) Each option vests with respect to 25% of the shares subject thereto on the first anniversary of the date of grant and then at a rate of
2.5% of the total number of shares subject to the option per month over the next thirty months.

(8) These RSUs vest based on achievement of 2010 revenue targets with pro rata vesting between the threshold of $460 million (0% vesting)
and the target of $476 million (100% vesting). These RSUs fully vested on March 2, 2011, based on actual 2010 revenues of $504
million.

(9) These RSUs vest based on achievement of 2010 non-GAAP operating income targets with pro rata vesting between the threshold of $20
million (0% vesting) and the target of $24 million (100% vesting). These RSUs fully vested on March 2, 2011, based on actual 2010
non-GAAP operating income of $36 million. Non-GAAP operating income is defined as operating income determined in accordance
with GAAP, adjusted to remove the impact of certain expenses, and the tax effects of these adjustments.

(10) Each restricted stock unit award vested with respect to 80% of the shares on March 28, 2010 and the remaining 20% vested on March 28,
2011.

Option Exercises and Stock Vested in. 2010 Table

The following table presents options exercised and restricted stock awards vested by the named executive
officers during the fiscal year ended December 31, 2010:

Option Awards Stock Awards
Number of Number of
shares Value shares Value

acquired realized acquired realized
Name on exercise on exercise - on vesting  on vesting

(a) #)(b) ($)(c) #)d) ($)e)(1)
GuyGecht ... o — $ — 64,400  $738,920
FredRosenzweig ...........ooo i iiiine .. — — 31,417 363,565
Gordon HEneweer . ... ... — — 13,547 162,401
JohnRitchie ......... ... .. ... . — — 26,500 310,690

During fiscal year 2010, no stock options were exercised by any
of our named executive officers.

(1) The dollar amounts shown in Column (e) above for stock awards are determined by multiplying the number
of shares or units, as applicable, that vested by the per-share closing price of our common stock on the
vesting date.

Pension Benefits

The Company does not provide Pension Benefits to its employees.

Nonqualified Deferred Compensation

The Company historically has not provided nonqualified deferred compensation to its employees.

Employment Agreements

The Company has entered into an employment agreement with each of its named executive officers. The
employment agreements for each of the named executive officers (other than Mr. Heneweer) were effective as of
August 1, 2006, have an initial term of three years and automatically renew for additional one year periods unless
terminated by either party upon sixty days written notice prior to the expiration of the agreement. Each named
executive officer’s employment with the Company is at-will, and either party may terminate the employment
relationship at any time for any reason, with or without cause and with or without notice.
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Each employment agreement provides, among other things, that:

* the named executive officer shall be eligible for bonuses under the a_nnuzﬂ management bonus program
as approved by the Compensation Committee;

* the named executive officer is eligible to receive stock options and other equity awards based on the
named executive officer’s performance;

 in the event that prior to or within two years following a change in control, the Company terminates the
named executive officer’s employment without cause or the named executive officer voluntarily -
terminates his employment for good reason, the named executive officer is eligible for severance
benefits consisting of salary continuation, a pro-rata bonus based on salary levels prior to the voluntary
salary reduction instituted in April 2009, employer subsidized health benefit continuation under
COBRA, and outplacement services;

+ if the named executive officer becomes entitled to receive severance, the vesting of the named
executive officer’s outstanding and unvested stock options and other equity awards shall be either
partially or fully accelerated, performance conditions waived, and the post-termination exercise period
for stock options shall be extended; :

« if the named executive officer is required to pay tax penalties under Section 409A of the Internal
Revenue Code in connection with his receipt of severance benefits, the Company shall pay the named
executive officer a gross up payment to hold the named executive officer harmless, on an after-tax
basis, for any such penalties; and 1

+  the named executive officer is subject to a non-solicitation covenant during his employment and for
one year following termination of employment.

The employment agreement for Mr. Heneweer includes the same terms as those described above, except that
Mr. Heneweer’s agreement was effective on his commencing employment with the Company in March 2007, and
he participates in the Company’s annual incentive program for non-executives.

For more 1nformat10n on the severance provisions of these employment agreements please see the
severance tables and related footnotes in the section below.

Potential Payments upon Termination or Chahge of Control

Potential payments that may be made to the Company’s named executive officers upon a termination of
employment or a change of control, pursuant to their employment agreements or otherwise, are set forth below.

Quantitative benefits that would have accrued to each of the Company’s named executive officers employed
by the Company on December 31, 2010 are estimated below. These estimates of quantitative benefits assume that
the termination of employment and/or change in control triggering payment of these benefits occurred on
December 31, 2010, with benefits being valued using the closing sales price of the Company’s common stock on
such date ($14.31). Receipt of these benefits is subject to the Company’s receipt of an executed separation
agreement and full release of all claims from the named executive officer. The executive’s actual benefits upon a
termination or change of control may be different from those described below if such event were to occur on any
other date or at any other price, or if any assumption is not factually correct.
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Potential payments to the Company’s named executive officers upon termination by the Company without

cause or termination by the named executive officer for good reason, other than within the 24 month period
commencing with a change in control, are estimated as follows:

Continued Value of
health accelerated
Lump sum care vesting of
severance Outplacement  coverage  stock options
payment benefits benefits and awards
Name o X)) $3) $) Total ($)
Guy Gecht ......... o e e $2,007,998 $35,000 $30,119  $1,915,416 $3,988,532
Fred Rosenzweig .............. ... ... .. 1,388,989 35,000 31,672 1,025,968 2,481,628
Gordon Heneweer ....... PP 274,155 35,000 10,142 100,733 420,030
(1) The amount shown is the lump sum severance payment that consists of 24 months of base salary for

@
&)

C))

Mr. Gecht, 18 months for Mr. Rosenzweig, and 6 months for Mr. Heneweer based on salary levels prior to
the voluntary salary reduction instituted in April 2009, plus an amount equal to the value of the bonus that
the named executive officer would have earned in 2010, also based on salary levels prior to.the voluntary
salary reduction instituted in April 2009 and assuming that 100% of any performance targets applicable to
the bonus were attained. If the named executive officer is terminated during the year by the Company
without cause or by the executive for good reason, the bonus is prorated for the portion of the year that the
named executive officer was with the Company

Messts. Gecht, Rosenzweig, and Heneweer would be entitled to outplacement services up to a maximum of
$35,000.

:‘Messrs::Gecht and Rosenzweig would be entitled to premium reimbursement for health insurance coverage

under Part 6 of Title I of ERISA (COBRA) for up to 18 months. Mr. Heneweer would be entitled to
premium reimbursement for health insurance coverage under Part 6 of Title I of ERISA (COBRA) for up to
6 months. - :

Other than restrlcted stock unit awards related to the- 2010 executive bonus program which would be treated
as described above in Note 1, Messrs. Gecht, Rosenzweig and Heneweer would be entitled to accelerated
vesting of options and restricted stock or restricted stock unit awards with respect to that number of shares
that would otherwise have vested during the six month period following the termination date without giving
any consideration to performance conditions. For options and other awards that vest on an annual basis,
credit is given as if the vesting accrued monthly. The value of the accelerated options and other awards is
calculated based on the Company’s closing stock price at December 31, 2010 of $14.31 per share, less the
exercise price with respect to accelerated options. The number of stock options and restricted shares/units

ssubject to acceleration for each-named executive officer if a termination by the Company without cause or

by the named executive officer for good reason had occurred on December 31, 2010, are as follows:

Restricted
Stock Stock
i R : : Options awards/units
Name : , L . @ #
Guy Gecht e e e e e e .64,383 . 129,527
Fred Rosenzweig .................. Ve e e e SR 33,156 70,124

Gordon HEneweer . .« v e v v e i e e L — 7,039
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The table below sets forth potential payments to the Company’s named executive officers upon termination
without cause by the Company or upon termination for good reason by the named executive officers, within 24
months following a change of control as follows:

Value of
Continued accelerated
Lump sum health care vesting of
severance QOutplacement  coverage  stock options
: payment benefits benefits and awards
Name $)() ($)(2) $)3) ($)(4) Total ($)
GuyGecht ............. ... i, $2,627,998 $35,000 $30,119 $4,860,255 $7,553,371
Fred Rosenzweig ...................... 1,653,989 35,000 31,672 2,104,213 3,824,873
Gordon Heneweer . ..................... 274,155 35,000 10,142 167,513 486,810

(1) The amount shown is the lump sum severance payment that consists of 36 months of base salary for
Mr. Gecht, 24 months for Mr. Rosenzweig, and 6 months for Mr. Heneweer based on salary levels prior to
the voluntary salary reduction instituted in April 2009, plus an amount equal to the value of the bonus that
the named executive officer would have earned in 2010, also based on salary levels prior to the voluntary
salary reduction instituted in April 2009 and assuming that 100% of any performance targets applicable to
the bonus were attained. If the named executive officer is terminated during the year by the'‘Company
without cause or by the executive for good reason within 24 months after a change in control, the target
bonus is prorated for the portion of the year that the named executive officer was with the Company.

(2) Messrs. Gecht, Rosenzweig, and Heneweer would be entitled to outplacement services up to a maximum of
$35,000. '

(3) Messrs. Gecht and Rosenzweig would be entitled to premium reimbursement for health insurance coverage
under Part 6 of Title I of ERISA (COBRA) for up to 18 months. Mr. Heneweer would be entitled to.
premium reimbursement for health insurance coverage under Part 6 of Title I of ERISA (COBRA) for up to
6 months.

(4) Messrs. Gecht, Rosenzwelg and Heneweer would be entitled to accelerated vesting on 100% of all unvested
options, restricted stock awards, and restricted stock units as of their termination date without giving
consideration to performance conditions, if any. The value of the accelerated options and other awards is
calculated based on the Company’s closing stock price at December 31, 2010 of $14.31 per share, less the
exercise price with respect to accelerated options. The number of stock options and restricted stock awards/
units subject to acceleration for each named executive officer if a termination by the Company without
cause or by the executive for good reason had occurred on December 31, 2010 (assuming such termination
was within 24 months after a change of control) are as follows:

Restricted
Stock Stock
i Lo Options awards/units
Name . # #)
GuyGecht ......... .. PR 462,542 246,419
Fred ROSENZWEIZ . ..\ vttt ettt et e e ettt 178,903 113,609
GordonHeneweer .. ......... ... ..ot e — 11,706
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth information as of December 31, 2010 concerning securities that are authorized
under the Company’s equity compensation plan

Number of securities
remaining available

Number of securities for future issuance
to be issued upon Weighted-average under equity
exercise of exercise price of compensation plans
outstanding options, outstanding options, (excluding securities
Plan category warrants and rights  warrants and rights reflected in column 1)
Equity compensation plans approved by
stockholders . ........... ... . ... . .. 5,066,557(1) $14.71 3,657,370(2)
Equity compensation plans not approved by
stockholders .............................. — — —
Total ... 5,066,557 $14.71 3,657,370

(1) Includes options outstanding as of December 31, 2010, representing 5,594 shares with an average exercise
price of $28.77 per share, that were assumed in connection with business combinations.
(2) Includes 1,461,307 shares available under the 2009 Plan and 2,196,063 shares available under the ESPP.

Compensation Risk Assessment

The Company does not believe that its compensation programs encourage unnecessary risk-taking that could
have a material adverse effect on the Company as a whole. In 2011, the Compensation Committee, with the
assistance of Mercer, has reviewed the elements of (i) of the Company’s compensation programs and practices
for all employees and (ii) of executive compensation for fiscal year 2010 to determine whether any portion of the
program encouraged excessive risk taking. Following that review, the Compensation Committee does not believe
that the Company’s compensation programs and practices applicable to employees create risks that are
reasonably likely to have a material adverse effect on the Company.

The Compensation Committee also believes that the mix and design of the elements of our executive
compensation program do not encourage management to take excessive risks, based on the following factors:

» Compensation is allocated among base salaries and short and long-term compensation in a way as to
not encourage excessive risk taking. The base salaries are fixed in order to provide the executives with
a stable cash income, which allows them to focus on the Company’s issues and objectives as a whole.
The short and long-term compensation are designed to both reward Company’s overall performance
and align the named executive officers’ interest with those of our stockholders;

* * Our annual bonus program is intended to balance risk and encourage our named executive officers to
focus on specific short-term goals important to our success. While our annual bonus program is based
on achievement of short-term or annual goals, and short-term goals may encourage the taking of short-
term risks at the expense of long-term results, our named executive officers’ annual bonus awards are
determined based on a combination of objective performance criteria as described above. In addition,
our approach to setting of thresholds and targets with payouts at multiple levels of performance, and

taking. Finally, the awards payable under our annual bonus program are subject to a maximum payout,
which limits the overall payout potential;

* Awards to our named executive officers under our annual bonus program for fiscal year 2010 were
made in the form of performance-based restricted stock unit awards that are important to help further
align named executive officers’ interests with those of our stockholders because the ultimate value of
the awards is tied to the Company’s stock price. The performance measures used to determine the
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payment of awards to our named executive officers are Company-wide measures only, as opposed to
measures linked to the performance of a particular business segment. Applying Company-wide
performance measures is designed to encourage our named executive officers to make decisions that
are in the best long-term interests of the Company and our stockholders;

' The Company’s current practice is to grant our named executive officers both options and restricted
stock units. This mixture is designed to provide a balance between the goals of increasing the price of
our common stock (as stock options only have value if the stock price increases after the option is
granted) and avoiding risks that could threaten our growth and stability (as restricted stock units are

“exposed to decreases in our stock price). Because grants are subject to long-term vesting schedules,
they help ensure that executives always have significant value tied to long-term stock price
performance.
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AUDIT COMMITTEE REPORT

As more fully described in its Charter, the Audit Committee oversees the accounting and financial reporting
processes of the Company and audits of the financial statements of the Company and assists the Board of
Directors in oversight and monitoring of the integrity of the Company’s financial statements, the Company’s
compliance with legal and regulatory requirements, the independent auditor’s qualifications, independence and
performance, and the Company’s systems of internal controls.

In the performance of its oversight function, the Audit Committee has reviewed the Company’s audited
financial statements for the fiscal year ended December 31, 2010, included in the Company’s Annual Report on
Form 10-K for that year.

The Audit Committee has reviewed and discussed these audited financial statements and overall financial
reporting process, including the Company’s system of internal controls, with management of the Company.

The Audit Committee has discussed with the Company’s independent registered public accounting firm,
PricewaterhouseCoopers LLP (“PwC”), the matters required to be discussed by SAS 61 (Codification of
Statements on Auditing Standards, AU Section 380) as amended, as adopted by the Public Company Accounting
Oversight Board (“PCAOB”) in Rule 3200T, which includes, among other items, matters related to the conduct
of the audit of the Company’s financial statements.

The Audit Committee has received the written disclosures and the letter from PwC required by PCAOB
Rule 3526, “Communication with Audit Committees Concerning Independence,” as amended, and has discussed
with PwC the independence of PwC from the Company.

Based on the review and discussions referred to above in this Report, the Audit Committee recommended to
the Company’s Board of Directors that the audited financial statements be included in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2010 for filing with the SEC.

AUDIT COMMITTEE

Richard A. Kashnow
Dan Maydan
Thomas Georgens

NO INCORPORATION BY REFERENCE

In the Company’s filings with the SEC, information is sometimes “incorporated by reference.” This means
that the Company is referring you to information that has previously been filed with the SEC and the information
should be considered as part of the particular filing. As provided under SEC regulations, the “Audit Committee
Report” and the “Compensation Committee Report” contained in this Proxy Statement specifically are not
incorporated by reference into any other filings with the SEC and shall not be deemed to be “Soliciting
Material.” In addition, this Proxy Statement includes several website addresses. These website addresses are
intended to provide inactive, textual references only. The information on these websites is not part of this Proxy
Statement.
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OTHER MATTERS

The Company knows of no other matters to be submitted at the meeting. If any other matters properly come
before the meeting, it is the intention of the persons named in the enclosed form of proxy to vote the shares they
represent as the Board of Directors may recommend.

By Order of the Board of Directors
/s/  BRYAN KO

Bryan Ko
Secretary

Dated: April 14, 2011
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Appendix A

ELECTRONICS FOR IMAGING, INC.
2009 EQUITY INCENTIVE AWARD PLAN

ARTICLE 1.
PURPOSE

The purpose of the Electronics for Imaging, Inc. 2009 Equity Incentive Award Plan, as amended (the
“Plan”), is to promote the success and enhance the value of Electronics for Imaging, Inc. (the “Company”) by
linking the personal interests of the members of the Board, Employees, and Consultants to those of Company
stockholders and by providing such individuals with an incentive for outstanding performance to generate
superior returns to Company stockholders. The Plan is further intended to provide flexibility to the Company in
its ability to motivate, attract, and retain the services of members of the Board, Employees, and Consultants upon
whose judgment, interest, and special effort the successful conduct of the Company’s operation is largely
dependent.

ARTICLE 2.
DEFINITIONS AND CONSTRUCTION

Wherever the following terms are used in the Plan they shall have the meanings specified below, unless the
context clearly indicates otherwise. The singular pronoun shall include the plural where the context so indicates.

2.1 “Award” means an Option, a Restricted Stock award, a Stock Appreciation Right award, a Performance
Share award, a Performance Stock Unit award, a Dividend Equivalents award, a Stock Payment award, a
Deferred Stock award, a Restricted Stock Unit award, or a Performance-Based Award granted to a Participant
pursuant to the Plan.

2.2 “Award Agreement” means any written agreement, contract, or other instrument or document
evidencing an Award, including through electronic medium.

2.3 “Board” means the Board of Directors of the Company.

2.4 “Change in Control” means and includes each of the following:

(2) A transaction or series of transactions (other than an offering of Stock to the general public through
a registration statement filed with the Securities and Exchange Commission) whereby any “person” or related
“group” of “persons” (as such terms are used in Sections 13(d) and 14(d)(2) of the Exchange Act) (other than the
Company, any of its subsidiaries, an employee benefit plan maintained by the Company or any of its subsidiaries
or a “person” that, prior to such transaction, directly or indirectly controls, is controlled by, or is under common
control with, the Company) directly or indirectly acquires beneficial ownership (within the meaning of Rule
13d-3 under the Exchange Act) of securities of the Company possessing more than 50% of the total combined
voting power of the Company’s securities outstanding immediately after such acquisition; or

(b) During any period of two consecutive years, individuals who, at the beginning of such period,
constitute the Board together with any new director(s) (other than a director designated by a person who shall
have entered into an agreement with the Company to effect a transaction described in Section 2.4(a) or
Section 2.4(c)) whose election by the Board or nomination for election by the Company’s stockholders was
approved by a vote of at least two-thirds of the directors then still in office who either were directors at the
beginning of the two-year period or whose election or nomination for election was previously so approved, cease
for any reason to constitute a majority thereof; or
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(¢) The consummation by the Company (whether directly involving the Company or indirectly
involving the Company through one or more intermediaries) of (x) a merger, consolidation, reorganization, or
business combination or (y) a sale or other disposition of all or substantially all of the Company’s assets in any
single transaction or series of related transactions or (z) the acquisition of assets or stock of another entity, in
each case other than a transaction:

(i) Which results in the Company’s voting securities outstanding immediately before the
transaction continuing to represent (either by remaining outstanding or by being converted into voting securities
of the Company or the person that, as a result of the transaction, controls, directly or indirectly, the Company or
owns, directly or indirectly, all or substantially all of the Company’s assets or otherwise succeeds to the business
of the Company (the Company or such person, the “Successor Entity”)) directly or indirectly, at least a majority
of the combined voting power of the Successor Entity’s outstanding voting securities immediately after the
transaction, and

(ii) After which no person or group beneficially owns voting securities representing 50% or more
of the combined voting power of the Successor Entity; provided, however, that no person or group shall be
treated for purposes of this Section 2.4(c)(ii) as beneficially owning 50% or more of combined voting power of
the Successor Entity solely as a result of the voting power held in the Company prior to the consummation of the
transaction; or

(d) The Compahy’s stockholders approve a liquidation or dissolution of the Company.
The Committee shall have full and final authority, which shall be exercised in its discretion, to determine
conclusively whether a Change in Control of the Company has occurred pursuant to the above definition, and the

date of the occurrence of such Change in Control and any incidental matters relating thereto.

2.5 “Code” means the Internal Revenue Code of 1986, as amended.

2.6 “Committee” means the committee of the Board described in Article 12.

2.7 “Consultant” means any consultant or adviser if: (a) the consultant or adviser renders bona fide services
to the Company or any Subsidiary; (b) the services rendered by the consultant or adviser are not in connection
with the offer or sale of securities in a capital-raising transaction and do not directly or indirectly promote or
maintain a market for the Company’s securities; and (c) the consultant or adviser is a natural person.

2.8 “Covered Employee” means an Employee who is, or could be, a “covered employee” within the
meaning of Section 162(m) of the Code.

2.9 “Deferred Stock” means a right to receive a specified number of shares of Stock during specified time
periods pursuant to Section 8.5.

2.10 “Director” means a member of the Board, or as applicable, a member of the board of directors of a
Subsidiary.

2.11 “Disability” means that the Participant qualifies to receive long-term disability payments under the
Company’s long-term disability insurance program, as it may be amended from time to time.

2.12 “Dividend Equivalents” means a right granted to a Participant pursuant to Section 8.3 to receive the
equivalent value (in cash or Stock) of dividends paid on Stock.

2.13 “Effective Date” shall have the meaning set forth in Section 13.1.

2.14 “Eligible Individual” means any person who is an Employee, a Consultant or an Independent Director,
as determined by the Committee.
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2.15 “Employee” means any officer or other employee (as defined in accordance with Section 3401(c) of the
Code) of the Company or any Subsidiary.

2.16 “Equity Restructuring” shall mean a nonreciprocal transaction between the Company and its
stockholders, such as a stock dividend, stock split, spin-off, rights offering or recapitalization through a large,
nonrecurring cash dividend, that affects the shares of Stock (or other securities of the Company) or the share
price of Stock (or other securities) and causes a change in the per share value of the Stock underlying outstanding
Awards.

2.17 “Exéhange Act” means the Securities Exchange Act of 1934, as amended.

2.18 “Fair Market Value” means, as of any given date, (a) if Stock is traded on any established stock
exchange, the closing price of a share of Stock as reported in the Wall Street Journal (or such other source as the
Company may deem reliable for such purposes) for such date, or if no sale occurred on such date, the first trading
date immediately prior to such date during which a sale occurred; or (b) if Stock is not traded on an exchange but
is quoted on a national market or other quotation system, the last sales price on such date, or if no sales occurred
on such date, then on the date immediately prior to such date on which sales prices are reported; or (c) if Stock is
not publicly traded, the fair market value established by the Committee acting in good faith (understanding that if
an Option or Stock Appreciation Right is intended by the Committee to be exempt from Section 409A of the
Code, the fair market value shall be established‘using a method that complies with Section 409A of the Code and
the Department of Treasury regulations and other guidance promulgated thereunder).

2:19 “Full Value Award” means any Award other than an Option or Stock Appreciation Right.

2.20 “Incentive Stock Option” means an Option that is intended to meet the requirements of Section 422 of
the Code or any successor provision thereto. '

2.21 “Independent Director” means a Director who is not an Employee.

2.22 “Non-Employee Director” means a Director who qudlifies as a “Non-Employee Director” as defined in
Rule 16b73(b)(3) under the Exchange Act, or any successor rule.

2.23 “Non-Qualified Stock Option” means an Option that is not intended to be an Incentive Stock Option.

2.24 “Option” means a right granted to a Participant pursuant to Article 5 of the Plan to purchase a specified
number of shares of Stock at a specified price during specified time periods. An Option may be either an
Incentive Stock Option or a Non-Qualified Stock Option.

2.25 “Participant” means any Eligible Individual who, as a member of the Board, Consultant or Employee,
has been granted an Award pursuant to the Plan.

2.26 “Performance-Based Award” means an Award granted to sclected Covered Employees pursuant to
Article 6 or 8, but which is subject to the terms and conditions set forth in Article 9, or a cash bonus Award
which is subject to the terms and conditions set forth in Article 9. All Performance-Based Awards are intended to
qualify as Qualified Performance-Based Compensation.

2.27 “Performance Criteria” means the criteria that the Committee selects for purposes of establishing the
Performance Goal or Performance Goals for a Participant for a Performance Period. The Performance Criteria
that will be used to establish Performance Goals are limited to the following: net earnings (either before or after
interest, taxes, depreciation and amortization), economic value-added, sales or revenue, net income (either before
or after taxes), operating earnings, operating income, cash flow (including, but not limited to, operating cash flow
and free cash flow), cash flow return on capital, return on net assets, return on stockholders’ equity, return on
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assets, return on capital, stockholder returns, return on sales, gross or net profit margin, productivity, expense,
margins, operating efficiency, customer satisfaction, working capital, earnings per share, price per share of Stock,
and market share, any of which may be measured either in absolute terms or as compated to any incremental
increase or as compared to results of a peer group. The Committee shall define in an objective fashion the
manner of calculating the Performance Criteria it selects to use for such Performance Period for such Participant.

2.28 “Performance Goals” means, for a Performance Period, the goals established in writing by the
Committee for the Performance Period based upon the Performance Criteria. Depending on the Performance
Criteria used to establish such Performance Goals, the Performance Goals may be expressed in terms of overall
Company performance or the performance of a division, business unit, or an individual. The Committee, in its
discretion, may, within the time prescribed by Section 162(m) of the Code, adjust or modify the calculation of
Performance Goals for such Performance Period in order to prevent the dilution or enlargement of the rights of
Participants (a) in the event of, or in anticipation of, any unusual or extraordinary corporate | 1tem transaction,
event, or development, or (b) in recognition of, or in anticipation of, any other unusual or nonrecurring events
affecting the Company, or the financial statements of the Company, or in response to, or in anticipation of,
changes in applicable laws, regu]ations accounting principles, or business conditions;

2. 29 “Performance Period” means the one or more periods of time, which may be of varying and
overlapping durations, as the Committee may select, over which the attainment of one or more Performance
Goals will be measured for the purpose of determining a Participant’s right to, and the payment of, a
Performance- Based Award. -

2.30 “Performance Share” means a right granted to a Participant pursuant to Section 8.1, to receive Stock
the payment of which is contingent upon achieving certain Performance Goals or other performance-based
targets-established by the Committee.

2.31 “Performance Stock Unit” means a right granted to a Participant pursuant to Section 8.2, to receive
Stock, the payment of which is contingent upon achieving certain Performance Goals or other performance-based
targets established by the Committee.. . :

2.32 “Plan” means this Electronics for Imaging, Inc. 2009 Equity Incentive Award Plan, as it may be
amended from time to time.

2.33 “Qualified Performance-Based Compensation” means any compensation that is intended to (]ualif’y‘as‘
“qualified performance-based compensation” as described in Section 162(m)(4)(C) of the Code.

2. 34 “Restricted Stock” means Stock awarded to a Part1crpant pursuant to Article 6 that is subject to certain
restrlctrons and may be subject to risk of forferture

2.35 “Restricted Stock Unit” means an Award granted pursuant to Section 8.6.
2.36 “Securities Act” shall mean the Securities nAct of 1933, as amended.

2.37 “Stock” means the common stock of the Company and such other securities of the Company that may
be substituted for Stock pursuant to Article 11.

2.38 “Stock Appreciation Right” or “SAR” means a right granted pursuant to Article 7 to receive a payment
equal to the excess of the Fair Market Value of a specified number of shares of Stock on the date the SAR is
exercised over the Fair Market Value on the date the SAR was granted as set forth in the applicable Award
Agreement.

2.39 “Stock Payment” means (a) a payment in the form of shares of Stock, or (b) an option or other right to
purchase shares of Stock, as part of any bonus, deferred compensation or other arrangement, made in lieu of all
or any portion of the compensation, granted pursuant to Section 8.4.
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2.40 “Subsidiary” means any “‘subsidiary corporation” as defined in Section 424(f) of the Code and any
applicable regulations promulgated thereunder or any other entity of which a majority of the outstanding voting
stock or voting power is beneficially owned directly or indirectly by the Company.

ARTICLE 3.
SHARES SUBJECT TO THE PLAN

3.1 Number of Shares.

(a) Subject to Article 11 and Section 3.1(b), the aggregate number of shares of Stock which may be
issued or transferred pursuant to Awards under the Plan is seven million (7,000,000). No more than seven million
(7,000,000) shares of Stock may be issued upon the exercise of Incentive Stock Options.

- (b) To the extent that an Award terminates, expires, or lapses for any reason, any shares of Stock
subject to the Award shall again be available for the grant of an Award pursuant to the Plan. Additionally, any
shares of Stock tendered or withheld to satisfy the grant or exercise price or tax withholding obligation pursuant
to any Award shall again be available for the grant of an Award pursuant to the Plan. To the extent permitted by
applicable law or any exchange rule, shares of Stock issued in assumption of, or in substitution for, any
outstanding awards of any entity acquired in any form of combination by the Company or any Subsidiary shall
not be counted against shares of Stock available for grant pursuant to this Plan. Any Awards that are settled in
cash (including the payment of Dividend Equivalents in cash in conjunction with any outstanding Awards) shall
not be counted against the shares available for issuance under the Plan. Notwithstanding the provisions of this
Section 3.1(b), no shares of Common Stock may again be optioned, granted or awarded if such action would
cause an Incentive Stock Option to fail to qualify as an incentive stock option under Section 422 of the Code.

3.2 Stock Distributed. Any Stock distributed pursuant to an Award may consist, in whole or in part, of
authorized and unissued Stock, treasury Stock or Stock purchased on the open market.

3.3 Limitation on Number of Shares Subject to Awards. The sub-limits set forth in this Section 3.3 shall
apply notwithstanding any provision in the Plan to the contrary and subject to Article 11. The maximum number
of shares of Stock with respect to all Awards that may be granted to any one Employee shall be (i) two million
(2,000,000) as to Awards granted to an Employee during the fiscal year of the Company in which the Employee
is initially employed by the Company or any Subsidiary and (ii) one million (1,000,000) as to Awards granted to
an Employee during any subsequent fiscal year of the Company. For avoidance of doubt, the foregoing share
limits shall establish the maximum number of shares of Stock that may be subject to all Options and SARs that
may be granted under the Plan to any one Employee in any fiscal year of the Company and the maximum number
of shares of Stock subject to all Performance-Based Awards (other than Options and SARs) intended to qualify
as Qualified Performance-Based Compensation that may be granted under Article 9 to any one Employee in any
fiscal year of the Company.

ARTICLE 4.
ELIGIBILITY AND PARTICIPATION

4.1 Eligibility. Each Eligible Individual shall be eligible to be granted one or more Awards pursuant to the
Plan.

4.2 Participation. Subject to the provisions of the Plan, the Committee may, from time to time, select from
among all Eligible Individuals, those to whom Awards shall be granted and shall determine the nature and
amount of each Award. No Eligible Individual shall have any right to be granted an Award pursuant to this Plan.
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4.3 Foreign Participants. Notwithstanding any provision of the Plan to the contrary, in order to comply with
the laws in other countries in which the Company and its Subsidiaries operate or have Eligible Individuals, the
Comnmittee, in its sole discretion, shall have the power and authority to: (i) determine which Subsidiaries shall be
covered by the Plan; (ii) determine which Eligible Individuals outside the United States are eligible to participate
in the Plan; (iil) modify the terms and conditions of any Award granted to Eligible Individuals outside the United
States to comply with applicable foreign laws; (iv) establish subplans and modify exercise procedures and other
terms and procedures, to the extent such actions may be necessary or advisable (any such subplans and/or
modifications shall be attached to this Plan as appendices); provided, however, that no such subplans and/or
modifications shall increase the share limitations contained in Sections 3.1 and 3.3 of the Plan; and (v) take any
action, before or after an Award is made, that it deems advisable to obtain approval or comply with any necessary
local governmental regulatory exemptions or approvals. Notwithstanding the foregoing, the Committee may not
take any actions hereunder, and no Awards shall be granted, that would violate the Exchange Act, the Code, any
securities law or governing statute or any other applicable law.

ARTICLE 5.
STOCK OPTIONS

5.1 General. The Committee is authorized to grant Options to Eligible Individuals on the following terms
and conditions: t

(a) Exercise Price. The exercise price per share of Stock subject to an Option shall be determined by
the Committee and set forth in the Award Agreement; provided, that, subject to Section 5.2(d), the exercise price
for any Option shall not be less than 100% of the Fair Market Value of a share of Stock on the date of grant.

(b) Time and Conditions of Exercise. The Committee shall determine the time or times at which an
Option may be exercised in whole or in part; provided that the term of any Option granted under the Plan shall
not exceed ten years. The Committee shall also determine the performance or other conditions, if any, that must
be satisfied before all or part of an Option may be exercised.

(c) Payment. The Committee shall determine the methods by which the exercise price of an Option
may be paid, the form of payment, including, without limitation: (i) cash, (ii) shares of Stock held for such period
of time as may be required by the Committee in order to avoid adverse accounting consequences and having a
Fair Market Value on the date of delivery equal to the aggregate exercise price of the Option or exercised portion
thereof, or (iii) other property acceptable to the Committee (including through the delivery of a notice that the
Participant has placed a market sell order with a broker with respect to shares of Stock then issuable upon
exercise of the Option, and that the broker has been directed to pay a sufficient portion of the net proceeds of the
sale to the Company in satisfaction of the Option exercise price; provided that payment of such proceeds is then
made to the Company upon settlement of such sale). The Committee shall also determine the methods by which
shares of Stock shall be delivered or deemed to be delivered to Participants. Notwithstanding any other provision
of the Plan to the contrary, no Participant who is a Director or an “executive officer” of the Company within the
meaning of Section 13(k) of the Exchange Act shall be permitted to pay the exercise price of an Option, or
continue any extension of credit with respect to the exercise price of an Option with a loan from the Company or
a loan arranged by the Company in violation of Section 13(k) of the Exchange Act.

(d) Evidence of Grant. All Options shall be evidenced by an Award Agreement between the Company
and the Participant. The Award Agreement shall include such additional provisions as may be specified by the
Committee. ,
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5.2 Incentive Stock Options. Incentive Stock Options shall be granted only to Employees and the terms of
any Incentive Stock Options granted pursuant to the Plan, in addition to the requirements of Section 5.1, must
comply with the provisions-of this Section 5.2.

(a) Expiration. Subject to Section 5.2(c), an Incentive Stock Option shall expire and may not be
exercised to any extent by anyone after the first to occur of the following events:

(i) Ten years from the date it is granted, unless an earlier time is set in the Award Agreement;
(1) Three months after the Participant’s termination of employment as an Employee; and

(iif) One year after the date of the Participant’s termination of employment or service on account
of Disability or death. Upon the Participant’s Disability ot death, any Incentive Stock Options exercisable at the
Participant’s Disability or death may be exercised by the Participant’s legal representative or representatives, by
the person or persons entitled to do so pursuant to the Participant’s last will and testament, or, if the Participant
fails to make testamentary disposition of such Incentive Stock Option or dies intestate, by the person or persons
entitled to receive the Incentive Stock Option pursuant to the applicable laws of descent and distribution.

(b) Dollar Limitation. The aggregate Fair Market Value (determined as of the time the Option is
granted) of all shares of Stock with respect to which Incentive Stock Options are first exercisable by a Participant
in any calendar year may not exceed $100,000 or such other limitation as imposed by Section 422(d) of the Code,
or any successor provision. To the extent that Incentive Stock Options are first exercisable by a Participant in
excess of such limitation, the excess shall be considered Non-Qualified Stock Options.

(c) Ten Percent Owners. An Incentive Stock Option shall be granted to any individual who, at the date
of grant, owns stock possessing more than ten percent of the total combined voting power of all classes of Stock
of the Company only if such Option is granted at a price that is not less than 110% of Fair Market Value on the
date of grant and the Option is exercisable for no more than five years from the date of grant.

(d) Notice of Disposition. The Participant shall give the Company prompt notice of any disposition of
shares of Stock acquired by exercise of an Incentive Stock Option within (i) two years from the date of grant of
such Incentive Stock Option or (ii) one year after the transfer of such shares of Stock to the Participant.

(e) Right to Exercise. During a Participant’s lifetime, an Incentivé Stock Option may.be exercised only
by the Participant. : « .

(f) Failure to Meet Requirements; Any Option (of portion thereof) purported to be an Incentive Stock
Option, which, for any reason, fails to meet the requirements of Section 422 of the Code shall be considered a
Non-Qualified Stock Option.

ARTICLE 6.
RESTRICTED STOCK AWARDS
6.1 Grant of Restricted Stock. The Committee is authorized to make Awards of Restricted Stock to any

Eligible Individual selected by the Committee in such amounts and subject to such terms and conditions as
determined by the Committee. All Awards of Restricted Stock shall be evidenced by an Award Agreement.

6.2 Issuance and Restrictions. Subject to Section 10.6, Restricted Stock shall be subject to such restrictions
on transferability and other restrictions as the Committee may impose (including, without limitation, limitations
on the right to vote Restricted Stock or the right to receive dividends on the Restricted Stock). These restrictions
may lapse separately or in combination at such times, pursuant to such circumstances, in such installments, or
otherwise, as the Committee determines at the time of the grant of the Award or thereafter.
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6.3 Forfeiture. Except as otherwise determined-by the Committee at the time of the grant of the Award or
thereafter, upon termination of employment or service during the applicable restriction period, Restricted Stock
that is at that time subject to restrictions shall be forfeited; provided, however, that, except as otherwise provided
by Section 10.6, the Committee may (a) provide in any Restricted Stock Award Agreement that restrictions or
forfeiture conditions relating to Restricted Stock will be waived in whole or in part in the event of terminations
resulting from specified causes, and (b) in-other cases waive in whole or in part restrictions or forfeiture
conditions relating to Restricted Stock.

6.4 Certificates for Restricted Stock. Restricted Stock granted pursuant to the:Plan may be evidenced in such
manner as the Committee shall determine. If certificates representing shares of Restricted Stock are registered in
the name of the Participant, certificates must bear an appropriate legend referring to the terms, conditions, and
restrictions applicable to such Restricted Stock, and the Company may, at its discretion, retain physical
possession of the certificate until such time as all applicable restrictions lapse.

ARTICLE 7.
STOCK APPRECIATION RIGHTS

7.1 Grant of Stock Appreciation Rights.

(a) A Stock Appreciation Right may be granted to any Eligible Individual selected by the Committee.
A Stock Appreciation Right shall be subject to such terms and conditions not inconsistent with the Plan as the
Committee shall impose and shall be evidenced by an Award Agreement The Committee shall determine the
time or times at which a Stock Appre01at10n Right may be exercised in whole or in part; provided that the term of
any Stock Appreciation nght granted under the Plan shall not exceed ten years.

(b) A Stock Appreciation Right shall entitle the Participant (or other person entitled to exercise the
Stock Appreciation Right pursuant to the Plan) to exercise all or a specified portion of the Stock Appreciation
Right (to the extent then exercisable pursuant to its terms) and to receive from the Company an amount equal to
the product of (i) the excess of (A) the Fair Market Value of the Stock on the date the Stock Appreciation Right
is exercised over (B) a value established by the Committee in the Award Agreement that is not less than the Fair
Market Value of the Stock on the date the Stock Appreciation Right was granted and (ii) the number of shares of
Stock with respect to. which the Stock Apprec1at10n Right is exercised, subject to any limitations the Committee
may impose.

7.2 Payment and Limitations on Exercise.

(a) Subject to Sections 7.2(b) payment of the amounts determined under Sections 7.1(b) above shall be
in cash, in Stock (based on its Fair Market Value as of the date the Stock Appreciation Right is exercised) or a
combination of both, as determmed by the Committee in the Award Agreement.

. ® To the extent any payment under Section 7. 1(b) is effected in Stock, it shall be made subject to
satlsfactlon of all applicable provisions of Article 5 above pertaining to Options.

, ARTICLE 8.
OTHER TYPES OF AWARDS
8.1 Performance Share Awards. Any Eligible Individual selected by the Committee may be granted one or

more Performance Share awards which shall be denominated in a number of shares of Stock and which may be
linked to any one or more of the Performance Criteria or other specific performance criteria determined
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appropriate by the Commiitee, in each case on a specified date or dates or over any period or periods determined
by the Committee, subject to Section 10.6. In making such determinations, the Committee shall consider (among
such other factors as it deems relevant in light of the specific type of award) the contributions, responsibilities
and other compensation of the particular Participant. :

8.2 Performance Stock Units. Any Eligible Individual selected by the Committee may be granted one or
more Performance Stock Unit awards which shall be denominated in unit equivalent of shares of Stock and/or
units of value including dollar value of shares of Stock and which may be linked to any one or more of the
Performance Criteria or other specific performance criteria determined appropriate by the Committee, in each
case on a specified date or dates or over any period or periods determined by the Committee, subject to
Section 10.6. In'making such determinations, the Committee shall consider (among such other factors as it deems
relevant in light of the specific type of award) the contributions, responsxbllmes and other compensation of the
particular Participant.

8.3 Dividend Equivalents. Any Eligible Individual selected by the Committee may be granted Dividend
Equivalents. Any such grant may be an independent Award or may be granted in tandem with an Award and
based on the dividends declared on the shares of Stock that are subject to the Award, to be credited as of dividend
payment dates, during the period between the date the Award is granted and the date the Award is exercised,
vests or expires, as determined by the Committee. Such Dividend Equivalents shall be converted to cash or
additional shares of Stock by such formula and at such time and subject to such limitations as may be determined
by the Committee.

8.4 Stock Payments. Any Eligible Individual selected by the Committee may receive Stock Payments in the
manner determined from time to time by the Committee. The number of shares shall be determined by the
Committee and may be based upon the Performance Criteria or other spec1f1c performance criteria determined
appropriate by the Committee, determined on the date such Stock Payment is made or on any date thereafter.

8.5 Deferred Stock. Any Eligible Individual selected by the Committee may be granted an award of
Deferred Stock in the manner determined from time to time by the Committee. The number of shares of Deferred
Stock shall be determined by the Committee and may be linked to the Performance Criteria or other specific
performance criteria determined to be appropriate by the Committee, in each case on a specified date or dates or
over any period or periods determined by the Committee subject to Section 10.6. Stock underlylng a Deferred
Stock award will not be issued until the Deferred Stock award has vested, pursuant to a vesting schedule or
performance criteria set by the Committee. Unless otherwise provided by the Committee, a Participant awarded
Deferred Stock shall have no rights as a Company stockholder with respect to such Deferred Stock until such
time as the Deferred Stock Award has vested and the Stock underlymg the Deferred Stock Award has been
issued.

8.6 Restricted Stock Units. The Committee is authorized to make Awards of Restricted Stock Units to any
Eligible Individual selected by the Committee in such amounts and subject to such terms and conditions as
determined by the Committee. At the time of grant, the Committee shall specify the date or dates on which the
Restricted Stock Units shall become fully vested and nonforfeitable, and may specify such conditions to vesting
as it deems appropriate subject to Section 10.6. At the time of grant, the Committee shall specify the payment
date applicable to each grant of Restricted Stock Units which shall be no earlier than the vesting date or dates of
the Award and may be determined at the election of the grantee in accordance with applicable tax laws. On the
payment date, the Company shall, subject to Section 10.5(b), transfer to the Participant one unrestricted, fully
transferable share of Stock for each Restricted Stock Unit scheduled to be paid out on such date and not
previously forfeited.

8.7 Term. Except as otherwise provided herein, the term of any Award of Performance Shares, Performance
Stock Units, Dividend Equivalents, Stock Payments, Deferred Stock or Restricted Stock Units shall be set by the
Committee in its discretion.

70



8.8 Exercise or Purchase Price. The Committee may establish the exercise or purchase price, if any, of any
Award of Performance Shares, Performance Stock Units, Deferred Stock, Stock Payments or Restricted Stock
Units; provided, however, that such price shall not be less than the par value of a share of Stock on the date of
grant, unless otherwise permitted by applicable state law.

8.9 Exercise upon Termination of Employment or Service. An Award of Performance Shares, Performance
Stock Units, Dividend Equivalents, Deferred Stock, Stock Payments and Restricted Stock Units shall only be
exercisable or payable while the Participant is an Employee, Consultant or Director, as applicable; provided,
however, that the Committee in its sole and absolute discretion may provide that an Award of Performance
Shares, Performance Stock Units, Dividend Equivalents, Stock Payments, Deferred Stock or Restricted Stock
Units may be exercised or paid subsequent to a termination of employment or service, as applicable, or following
a Change in Control of the Company, or because of the Participant’s retirement, death or disability, or otherwise;
provided, however, that any such provision with respect to Performance Shares or Performance Stock Units shall
be subject to the requirements of Section 162(m) of the Code that apply to Qualified Performance-Based
Compensation.

8.10 Form of Payment. Payments with respect to any Awards granted under Article 10.5(b) or this Article 8
shall be made in cash, in Stock, any other form of consideration permitted by law as determined by the
Committee (which may include past services rendered to the Company or any of its Subsidiaries) or any
combination thereof, as determined by the Committee.

8.11 Award Agreement. All Awards under this Article 8 shall be subject to such additional terms and
conditions as determined by the Committee and shall be evidenced by an Award Agreement.

ARTICLE 9.
PERFORMANCE-BASED AWARDS

9.1 Purpose. The purpose of this Article 9 is to provide the Committee the ability to qualify Awards (other
than Options and SARs) that are granted pursuant to Articles 6 and 8 or that are granted as cash bonus Awards as
Qualified Performance-Based Compensation. If the Committee, in its discretion, decides to grant a Performance-
Based Award to a Covered Employee, the provisions of this Article 9 shall control over any contrary provision
contained in Articles 6 or 8; provided, however, that the Committee may in its discretion grant Awards to
Covered Employees that are based on Performance Criteria or Performance Goals but that do not satisfy the
requirements of this Article 9.

9.2 Applicability. This Article 9 shall apply only to those Covered Employees selected by the Committee to
receive Performance-Based Awards. The designation of a Covered Employee as a Participant for a Performance
Period shall not in any manner entitle the Participant to receive an Award for the period. Moreover, designation
of a Covered Employee as a Participant for a particular Performance Period shall not require designation of such
Covered Employee as a Participant in any subsequent Performance Period and designation of one Covered
Employee as a Participant shall not require designation of any other Covered Employees as a Participant in such
period or in any other period.

9.3 Procedures with Respect to Performance-Based Awards. To the extent necessary to comply with the
Qualified Performance-Based Compensation requirements of Section 162(m)(4)(C) of the Code and subject to
Section 10.6, with respect to any Award granted under Axticles 6 or 8 which may be granted to one or more
Covered Employees, no later than ninety (90) days following the commencement of any fiscal year in question or
any other designated fiscal period or period of service (or such other time as may be required or permitted by
Section 162(m) of the Code), the Committee shall, in writing, (a) designate one or more Covered Employees,

(b) select the Performance Criteria applicable to the Performance Period, (c) establish the Performance Goals,
and amounts of such Awards, as applicable, which may be earned for such Performance Period, and (d) specify

71




the relationship between Performance Criteria and the Performance Goals and the amounts of such Awards, as
applicable, to be earned by each Covered Employee for such Performance Period. Following the completion of
each Performance Period, the Committe¢ shall certity in writing whether the applicable Performance Goals have
been achieved for such Performance Period. In determining the amount earned by a Covered Employee, the
Committee shall have the right to reduce or eliminate (but not to increase) the amount payable at a given level of
performance to take into account additional factors that the Committee may deem relevant to the assessment of
individual or corporate performance for the Performance Period.

9.4 Payment of Performance-Based Awards. Unless otherwise provided in the applicable Award Agreement,
a Participant must be employed by the Company or a Subsidiary on the day a Performance-Based Award is paid
to be eligible to receive payment of the Award. Furthermore, a Participant shall be eligible to receive payment
pursuant to a Performance-Based Award for a Performance Period only if the Performance Goals for such period
are achieved. In determining the amount earned under a Performance-Based Award, the Committee may reduce
or eliminate the amount of the Performance-Based Award earned for the Performance Period, if in its sole and
absolute discretion, such reduction or elimination is appropriate. In addition, the aggregate amount of
compensation to be paid to any one Participant in respect of all Performance-Based Awards payable only in cash
and not related to shares. of Common Stock and granted to that Participant in any one calendar year shall not
exceed $5,000,000.

9.5 Additional Limitations. Notwithstanding any other provision of the Plan, any Award which is granted to
a Covered Employee and is intended to constitute Qualified Performance-Based Compensation shall be subject to
any additional limitations set forth in Section 162(m) of the Code (including any amendment to Section 162(m)
of the Code) or any regulations or rulings issued thereunder that are requirements for qualification as qualified
performance-based compensation as described in Section 162(m)(4)(C) of the Code, and the Plan shall be
deemed amended to the extent necessary to conform to such requirements.

ARTICLE 10.
PROVISIONS APPLICABLE TO AWARDS

10.1 Stand-Alone and Tandem Awards. Awards granted pursuant to the Plan may, in the discretion of the
Committee, be granted either alone, in addition to, or.in tandem with, any other Award granted pursuant to the
Plan. Awards granted-in addition to or in tandem with other Awards may be granted either at the same time as or
at a different time from the grant of such other Awards. :

10.2 Award Agreement. Awards under the Plan shall be evidenced by Award Agreements that set forth the
terms, conditions and limitations for each Award which may include the term of an Award, the provisions
applicable in the event the Participant’s employment or service terminates, and the Company’s authority to
unilaterally or bilaterally amend, modify, suspend, cancel or rescind an Award.

10.3 Limits on Transfer. No right or interest of a Participant in any Award may be pledged, encumbered, or
hypothecated to or in favor of any party other than the Company or a Subsidiary, or shall be subject to any lien,
obligation, or liability of such Participant to any other party other than the Company or a Subsidiary. Except as
otherwise provided by the Committee, no Award shall be assigned, transferred, or otherwise disposed of by a
Participant other than by will or the laws of descent and distribution or pursuant to beneficiary designation
procedures approved from time to time by the Committee (or the Board in the case of Awards granted to
Independent Directors). The Committee by express provision in the Award or .an amendment thereto may permit
an Award (other than an Incentive Stock Option) to be transferred to, exercised by and paid to certain persons or
entities related to the Participant, including but not limited to members of the Participant’s family, charitable
institutions; or trusts or other entities whose beneficiaries or beneficial owners are members of the Participant’s
family and/or charitable institutions, or to such other persons or entities as may be expressly approved by the
Committee, pursuant to such conditions and procedures as the Committee may establish. Any permitted transfer
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shall be subject to the condition that the Committee receive evidence satisfactory to it that the transfer is being
made for estate and/or tax planning purposes (or to a “blind trust” in connection with the Participant’s
termination of employment or service with the Company or a Subsidiary to assume a position with a
governmental, charitable, educational or similar non-profit institution) and on a basis consistent with the
Company’s lawful issue of securities.

10.4 Beneficiaries. Notwithstanding Section 10.3, a Participant may, in the manner determined by the
Committee, designate a beneficiary to exercise the rights of the Participant and to receive any distribution with
respect to any Award upon the Participant’s death. A beneficiary, legal guardian, legal representative, or other
person claiming any rights pursuant to the Plan is subject to all terms and conditions of the Plan and any Award
Agreement applicable to the Participant, except to the extent the Plan and Award Agreement otherwise provide,
and to any additional restrictions deemed necessary or appropriate by the Comimittee. Tf the Participant is married
and resides in a community property state, a designation of a person‘other than the Participant’s spouse as his or
her beneficiary with respect to more than 50% of the Participant’s s interest in the Award shall not be effective -
without the prior written consent of the Participant’s spouse. If no benef1c1a1'y has been designated or survives the
Participant, payment shall be made to the person entitled thereto pursuant to the Participant’s will or the laws of
descent and distribution. Subject to the foregoing, a beneficiary designation may be changed or revoked by a
Participant at any time provided the change or revocation is filed with the Committee.

10.5 Stock Certificates; Book Entry Procedures.

(a) Notwithstanding anything herein to the contrary, the Company. shall not be required to issue or
deliver any certificates evidencing shares of Stock pursuant to the exercise of any Award, unless and until the
Board has determined, with advice of counsel, that the issuance and delivery of such certificates is in compliance
with: all applicable laws, regulations of governmental authorities and, if applicable, the requirements of any
exchange on which the shares of Stock are listed or traded. All Stock certificates delivered pursuant to the Plan
are subject to any stop-transfer orders and other restrictions as the Committee deems necessary or advisable to
comply with federal, state, or foreign jurisdiction, securities or other laws, rules and regulations and the rules of
any national securities exchange or automated quotation system on which the Stock is listed, quoted, or traded.
The Committee may place legends on any Stock certificate to reference restrictions applicable to the Stock. In
addition to the terms and conditions provided herein, the Board may require that a Participant make such
reasonable covenants, agreements, and representations as the Board, in its discretion, deems advisable in order to
comply with any such laws, regulations, or requirements. The Committee shall have the right to require any
Participant to comply with any timing or other restrictions with respect to the settlement or exercise of any
Award, including a window-period limitation, as may be imposed in the discretion of the Committee.

(b) Notwithstanding any- other provision of the Plan, unless otherwise determined by the Committee or
required by any applicable law, rule or regulation, the Company shall not deliver to any Participant certificates
evidencing shares of Stock issued in connection with any Award and instead such shares of Stock shall be
recorded in the books of the Company (or, as applicable, its transfer agent or stock plan administrator).

10.6 Full Value Award Vesting Limitations. Notwithstanding any other provision of this Plan to the
contrary, Full Value Awards made to Employees or Consultants shall become vested over a period of not less
than three years (or, in the case of vesting based upon the attainment of Performance Goals or other performance-
based objectives, over a period of not less than one year) following the date the Award is made; provided,
however, that, notwithstanding the foregoing, Full Value Awards that result in the issuance of an aggregate of up
to 10% of the shares of Stock available pursuant to Section 3.1(a) may be granted to any one or more Participants
without respect to such minimum vesting provisions.

10.7 Paperless Administration. In the event that the Company establishes, for itself or using the services of a
third party, an automated system for the documentation, granting or exercise of Awards, such as a system using
an internet website or interactive voice response, then the paperless documentation, granting or exercise of
Awards by a Participant may be permitted through the use of such an automated system.
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ARTICLE 11.
CHANGES IN CAPITAL STRUCTURE

11.1 Adjustments.

(a) In the event of any combination or exchange of shares, merger, consolidation or other distribution
(other than normal cash dividends) of Company assets to stockholders, or any other change affecting the shares
of Stock or the share price of the Stock other than an Equity Restructuring, the Committee shall make such
equitable adjustments, if any, as the Committee in its discretion may deem appropriate to reflect such change
with respect to (a) the aggregate number and kind of shares that may be issued under the Plan (including, but not
limited to, adjustments of the limitations in Sections 3.1 and 3.3); (b) the terms and conditions of any outstanding
Awards (including, without limitation, any applicable performance targets or criteria with respect thereto); and
(c) the grant or exercise price per share for any outstanding Awards under the Plan. Any adjustment affecting an
Award intended as Qualified Performance-Based Compensation shall be made consistent with the requirements
of Section 162(m) of the Code. '

(b) In the event of any transaction or event described in Section 11.1 or any unusual or nonrecurring
transactions or events affecting the Company, any affiliate of the Company, or the financial statements of the
Company or any affiliate, or of changes in applicable laws, regulations or accounting principles, the Committee,
in its sole and absolute discretion, and on such terms and conditions as it deems appropriate, either by the terms
of the Award or by action taken prior to the occurrence of such transaction or event and either automatically or
upon the Participant’s request, is hereby authorized to take any one or more of the following actions whenever
the Committee determines that such action is appropriate in order to prevent dilution or enlargement of the
benefits or potential benefits intended to be made available under the Plan or with respect to any Award under the
Plan, to facilitate such transactions or events or to give effect to such changes in laws, regulations or principles:

(i) To provide for either (A) termination of any such Award in exchange for an amount of cash, if
any, equal to the amount that would have been attained upon the exercise of such Award or realization of the
Participant’s rights (and, for the avoidance of doubt, if as of the date of the occurrence of the transaction or event
described in this Section 11.2 the Committee determines in good faith that no amount would have been attained
upon the exercise of such Award or realization of the Participant’s rights, then such Award may be terminated by
the Company without payment) or (B) the replacement of such Award with other rights or property selected by
the Committee in its sole discretion; o

(ii) To provide that such Award be assumed by the successor or survivor corporation, or a parent
or subsidiary thereof, or shall be substituted for by similar options, rights or awards covering the stock of the
successor or survivor corporation, or a parent or subsidiary thereof, with appropriate adjustments as to the
number and kind of shares and prices;

(iii) To make adjustments in the number and type of shares of Common Stock (or other securities
or property) subject to outstanding Awards, and in the number and kind of outstanding Restricted Stock or
Deferred Stock and/or in the terms and conditions of (including the grant or exercise price), and the criteria
included in, outstanding options, rights and awards and options, rights and awards which may be granted in the
future; ' '

(iv) To provide that such Award shall be exercisable or payable or fully vested with respect to all
shares covered thereby, notwithstanding anything to the contrary in the Plan or the applicable Award Agreement;

and

(v) To provide that the Award cannot Vest; be exercised or become payable after such event.
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(¢) In connection with the occurrence of any Equity Restructuring, and notwithstanding anythmg to the
contrary in Sections 11.1(a) and 11. l(b) ,

‘ ) (1) The number and type of securities subject to each outstanding Award and the exercise price or
grant price thereof, if applicable, will be equitably adjusted. The adjustments provided under this ,
Section 11.1(c)(i) shall be nondiscretionary and shall be final and binding on the affected Participant and the
Company.

(ii) The Committee shall make such equitable adjustments, if any, as the Committee in its
discretion may deem appropriate to reflect such Equity Restructuring with respect to the aggregate number and
kind of shares that may be issued under the Plan (including, but not limited to, adjustments of the limitations: in
Sections 3.1 and 3.3).

11.2 Possible Acceleration Upon a-Change in Control. Notwithstanding Section 11.1, and except as may
otherwise be provided in any applicable Award Agreement or other written agreement entered into between the
Company and a Participant, if a Change in Control occurs and a Participant’s Awards are not converted,
assumed, or replaced by a successor entity, then at least ten days prior to the Change in Control such Awards
shall become fully exercisable and all forfeiture restrictions on such Awards shall lapse. Upon, or in anticipation
of, a Change in Control, the Committee may cause any and all Awards outstanding hereunder to terminate at a
specific time in the future, including but not limited to the date of such-Change in Control, and shall give each.
Participant the right to exercise such Awards during a period of time as the Committee, in its sole and absolute
discretion, shall determine. In the event that the terms of any agreement between the Company of any Company
subsidiary or affiliate and a Participant contains provisions that conflict with and are more restrictive than the
provisions of this Section 11.2, this Section 11.2 shall prevail and control and the more restrictive terms of such
agreement (and only such terms) shall be of no force or effect.

11.3 No Other Rights. Except as expressly provided in the Plan, no Participant shall have any rights by
reason of any subdivision or consolidation of shares of stock of any class, the payment of any dividend, any
increase or decrease in the number of shares of stock of any class or any dissolution, liquidation, merger, or
consolidation of the Company or any other corporation. Except as expressly prOVIded in the Plan or pursuant to
action of the Committee under the Plan, no issuance by the Company of shares of stock of any class, or securities
convertible into shares of stock of any class, shall affect, and no adjustment by reason thereof shall be made ‘with
respect to, the number of shares of Stock subject to an' Award or the grant or exercise price of any Award.

~ ARTICLE 12.
ADMINISTRATION

12.1 Committee. Unless and until the Board delegates administration of the Plan to a Committee as set forth
below, the Plan shall be administered by the full Board, and for such purposes the term “Committee” as used in
this Plan shall be deemed to refer to the Board. The Board, at its discretion or as otherwise necessary to comply
with the requirements of Section 162(m) of the Code, Rule 16b-3 promulgated under the Exchange Act or to the
extent required by any other applicable rule or regulation, may delegate administration of the Plan to a
Committee consisting of two or more members of the Board. Unless otherwise determined by the Board, the
Committee shall consist solely of two or more members of the Board each of whom is an “outside director,”
within the meaning of Section 162(m) of the Code, a Non-Employee Director and an “independent director”
under the rules of the Nasdaq Global Select Market (or other principal securities market on which shares of Stock
are traded); provided that any action taken by the Committee shall be valid and effective, whether or not
members of the Committee at the time of such action are later determined not to have satisfied the requirements
for membership set forth in this Section 12.1 or otherwise provided in any charter of the Committee.
Notwithstanding the foregoing: (a) the full Board, acting by a majority of its members in office, shall conduct the
general administration of the Plan with respect to all Awards granted to Independent Directors and for purposes
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of such Awards the term “Committee” as used in this Plan shall be deemed to refer to the Board and (b) the
Committee may delegate its authority hereunder to the extent permitted by Section 12.5. In its sole discretion, the
Board may at any time and from time to time exercise any and all rights and duties of the Committee under the
Plan except with respect to matters which under Rule 16b-3 under the Exchange Act or Section 162(m) of the
Code, or any regulations or rules issued thereunder, are required to be determined in the sole discretion of the
Committee. Except as may otherwise be provided in any charter of the Committee, appointment of Committee
members shall be effective upon acceptance of appointment; Committee members may resign at any time by
delivering written notice to the Board; and vacancies in the Committee may only be filled by the Board.

12.2 Action by the Committee. Unless otherwise established by the Board or in any charter of the
Committee, a majority of the Committee shall constitute a quorum and the acts of a majority of the members
present at any meeting at which a quorum is present, and acts approved in writing by a majority of the
Committee in lieu of a meeting, shall be deemed the acts of the Committee. Each member of the Committee is
entitled to, in good faith, rely or act upon any report or other information furnished to that member by any officer
or other employee of the Company or any Subsidiary, the Company’s independent certified public accountants,
or any executive compensation consultant or other professional retained by the Company to assist in the
administration of the Plan

-12.3 Authority of Committee. Subject to any specific designation in the Plan, the Committee has the
exclusive power, authority and dlscretlon to:

(a) Designate Participants to receive Awards;
(b) Determine the type or btypes: of Awards to be granfed to each Participant;

(c) Determine the number of Awards to be granted and the number of shares of Stock to which an
Award will relate;

(d) Determine the terms and conditions of any Award granted pursuant to the Plan, including, but not
limited to, the exercise price, grant price, or purchase price, any reload provision, any restrictions or limitations
on the Award, any schedule for lapse of forfeiture restrictions or restrictions on the exercisability of an Award, .
and accelerations or waivers thereof, any provisions related to non-competition and recapture of. gain on an
Award, based in each case on such considerations as the Committee in its sole discretion determines;

(e) Determine whether, to what extent, and pursuant to what circumstances an Award may be settled in,
or the exercise price of an Award may be paid in, cash, Stock, other Awards, or other property, or an Award may
be canceled, forfeited, or surrendered;

(f) Prescribe the form of each Award Agreement, which need not be identical for each Participant;

(g) Decide all other matters that must be determined in connection with an Award;

(h) Establish, adopt, or revise any rules and regulatlons as it may deem necessary or advxsable to’
administer the P]an

(i) Interpret the terms of, and any matter arising pursnant to, the Plan or any Award Agreement; and

() Make all other decisions and determinations that may be required pursuant to the Plan or as the
Committee deems necessary or advisable to administer the Plan.

12.4 Decisions Binding. The Committee’s interpretation of the Plan, any Awards granted pursuant to the
Plan, any Award Agreement and all decisions and determinations by the Committee with réspect to the Plan are
final, binding, and conclusive on all parties.

76



12.5 Delegation of Authority. To the extent permitted by applicable law, the Board may from time to time
delegate to a committee of one or more members of the Board or one or more officers of the Company the
authority to grant or amend Awards to Participants other than (a) Employees who are subject to Section 16 of the
Exchange Act, (b) Covered Employees, or (c) officers of the Company (or Directors) to whom authority to grant
or amend Awards has been delegated hereunder. Any delegation hereunder shall be subject to the restrictions and
limits that the Board specifies at the time of such delegation, and the Board may at any time rescind the authority
so delegated or appoint a new delegatee. At all times, the delegatee appointed under this Section 12.5 shall serve
in such capacity at the pleasure of the Board.

ARTICLE 13.
EFFECTIVE AND EXPIRATION DATE

131 Effectlve Date: The Plan is effective as of the date the Plan is approved by the Company’s stockholders
(the “Effective Pate”). The Plan will be deemed to be approved by the stockholders if it is approved either:

‘(a) By a majority of the votes cast at a duly held stockholders meeting at which a quorum representing.
a representing a majonty of outstandmg voting stock is, either in person or by proxy, present and voting on the
plan or ~

::(b) By a method and in a degree that would be treated as adequate under Delaware law in the case of an
action requiring stockholder approval.

13.2 Expiration Date. The Plan will expire on, and no Award may be granted pursuant to the Plan after the
tenth anniversary of the Effective Date, except that no Incentive Stock Options may be granted under the Plan
after the earlier: of the tenth anniversary of (a) the date the Plan is approved by the Board or (b) the Effective
Date, provided that the term of the Plan may be extended with the approval of the Board and the Company’s
stockholders. Any Awards that are outstanding on the expiration of the Plan shall remain in force accordmg to
the terms of the Plan and the apphcable Award Agreement.

ARTICLE 14.
AMENDMENT, MODIFICATION, AND TERMINATION

14.1 Amendment, Modification, and Termination. Subject to Section 15.14, with the approval of the Board,
at any time and from time to time, the Committee may terminate, amend or modify the Plan; provided, however,
that (a) to the extent necessary and desirable to comply with any applicable law, regulation, or stock exchange
rule, the Company shall obtain stockholder approval of any Plan amendment in such a manner and to such a
degree as required, and (b) stockholder approval shall be requlred for any amendment to the Plan that
(1) increases the number of shares available under the Plan (other than any adjustment as provrded by Atticle 11),
(ii) permits the Committee to grant Options with an exercise price that is below Fair Market Value on the date of
grant, or (iii) permits the Committee to extend the exercise period for an Option beyond ten years from the date
of grant. Notwithstanding any provision in this Plan to the contrary, absent approval of the stockholders of the
Company, no Option may be amended to reduce the per share exercise price of the shares subject to such Option
below the per share exercise price as of the date the Option is granted and, except as permitted by Article 11, no
Option may be granted in exchange for, or in connection with, the cancellatlon or surrender of an Option havmg
a higher per share exercise price.

14.2 Awards Previously Granted. Except with respect to amendments made pursuant to Section 15.14, no
termination, amendment, or modification of the Plan shall adversely affect in any material way any Award
previously granted pursuant to the Plan without the prior written consent of the Participant.
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ARTICLE 15.
GENERAL PROVISIONS
15.1 No Rights to Awards. No Eligible Individual or other person shall have any claim to be granted any

Award pursuant to the Plan, and neither the Company nor the Committee is obligated to treat Eligible
Individuals, Participants or any other persons uniformly.

15.2 No Stockholders Rights. Except as otherwise provided herein, a Participant shall have none of the
rights of a stockholder with respect to shares of Stock covered by any Award until the Participant becomes the
record owner of such shares of Stock.

15.3 Withholding. The Company or any Subsidiary shall have the authority and the right to deduct or
withhold from a Participant’s compensation or any other amount payable to the Participant, or require a
Participant to remit to the Company, an amount sufficient to satisfy federal, state, local and foreign-taxes
(including the Participant’s employment tax obligations) required by law to be withheld with respéct.to any
taxable event concerning a Participant arising as a result of this Plan. The Committee may in its discretion and in
satisfaction of the foregoing requirement require that, or allow a Participant to elect to have, the Company
withhold shares of Stock otherwise issuable under an Award (or allow the return of shares of Stock) having a Fair
Market Value equal to the sums required to be withheld. Notwithstanding any other provision of the Plan, the
number of shares of Stock which may be withheld with respect to the issuance, vesting, exercise or payment of
any Award (or which may be repurchased from the Participant of such Award within six months (or such other
period as may be determined by the Committee) after such shares of Stock were acquired by the Participant from
the Company) in order to satisfy the Participant’s federal, state, local and foreign income and payroll tax
liabilities with respect to the issuance, vesting; exercise or payment of the Award shall be limited to the number
of shares which have a Fair Market Value on the date of withholding or repurchase equal to the aggregate amount
of such liabilities based on:the minimum statutory withholding rates for federal, state, local and foreign income
tax and payroll tax purposes that are applicable to such'supplemental taxable income.

15.4 No Right to Employment or Services. Nothing in the Plan or any Award Agreement shall interfere with
or limit in any way the right of the Company or any Subsidiary to terminate any Participant’s employment or
services at any time, nor confer upon any Participant any right to continue in the employ or service of the
Company or any Subsidiary.

15.5 Unfunded Status of Awards. The Plan is intended to be an “unfunded” plan for incentive compensation.
With respect to any payments not yet made to a Participant pursuant to an Award, nothing contained in the Plan
or any Award Agreement shall give the Participant any rights that are greater than those of a general creditor of
the Company or any Subsidiary. ' :

15.6 Indemnification. To the extent allowable pursuant to applicable law, each member of the Committee or
of the Board shall be indemnified and held harmless By the Company from any loss, cost, liability, or expense
that may be imposed upon or reasonably incurred by such member in connection with or resulting from any
claim, action, suit, or proceeding to which he or she may be a party or in which he or she may be involved by
reason of any action or failure to act pursuant to the Plan and against and from any and all amounts paid by him
or her in satisfaction of judgment in such action, suit, or proceeding against him or her; provided he or she gives
the Company an opportunity, at its own expense, to handle and defend the same before he or she undertakes to
handle and defend it on his or her own behalf. The foregoing right of indemnification shall not be exclusive of
any other rights of indemnification to which such persons may be entitled pursuant to the Company’s Certificate
of Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the Company may have to
indemnify them or hold them harmless.
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15.7 Relationship to other Benefits. No payment pursuant to the Plan shall be taken into account in
determining any benefits pursuant to any pension, retirement, savings, profit sharing, group insurance, welfare or
other benefit plan of the Company or any Subsidiary except to the extent otherwise expressly provided in writing
in such other plan or an agreement thereunder. ‘

15.8 Expenses. The expenses of administering the Plan shall be borne by the Company and its Subsidiaries.
Unless otherwise determined by the Committee, the expenses of exercising an Award or purchasing or trading
the underlying shares of Stock of an Award and any similar expenses shall be borne solely by the Participant.

15.9 Titles and Headings. The titles and headings of the Sections in the Plan are for convenience of
reference only and, in the event of any conflict, the text of the Plan, rather than such titles or headings, shall
control.

15.10 Fractional Shares. No fractional shares of Stock shall be issued and the Committee shall determine, in
its discretion, whether cash shall be given in lieu of fractional shares or whether such fractional shares shall be
eliminated by rounding up or down as appropriate.

15.11 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan, the
Plan, and any Award granted or awarded to any Participant who is then subject to Section 16 of the Exchange
Act, shall be subject to any additional limitations set forth in any applicable exemptive rule under Section 16 of
the Exchange Act (including any amendment to Rule 16b-3 under the Exchange Act) that are requirements for
the application of such exemptive rule. To the extent permitted by applicable law, the Plan and Awards granted
or awarded hereunder shall be deemed amended to the extent necessary to conform to such applicable exemptive
rule.

15.12 Government and Other Regulations. The obligation of the Company to make payment of awards in
Stock or otherwise shall be subject to all applicable laws, rules, and regulations, and to such approvals by
government agencies as may be required. The Company shall be under no obligation to register pursuant to the
Securities Act, as amended, any of the shares of Stock paid pursuant to the Plan. If the shares paid pursuant to the
Plan may in certain circumstances be exempt from registration pursuant to the Securities Act, as amended, the
Company may restrict the transfer of such shares in such manner as it deems advisable to ensure the availability
of any such exemption.

15.13 Governing Law. The Plan and all Award Agreements shall be construed in accordance with and
governed by the laws of the State of Delaware.

15.14 Section 409A. To the extent that the Committee determines that any Award granted under the Plan is
subject to Section 409A of the Code, the Award Agreement evidencing such Award shall incorporate the terms
and conditions required by Section 409A of the Code. To the extent applicable, the Plan and Award Agreements
shall be interpreted in accordance with Section 409A of the Code and Department of Treasury regulations and
other interpretive guidance issued thereunder, including without limitation any such regulations or other guidance
that may be issued after the Effective Date. Notwithstanding any provision of the Plan to the contrary, in the
event that following the Effective Date the Committee determines that any Award may be subject to
Section 409A of the Code and related Department of Treasury guidance (including such Department of Treasury
guidance as may be issued after the Effective Date), the Committee may adopt such amendments to the Plan and
the applicable Award Agreement or adopt other policies and procedures (including amendments, policies and
procedures with retroactive effect), or take any other actions, that the Committee determines are necessary or
appropriate to (a) exempt the Award from Section 409A of the Code and/or preserve the intended tax treatment
of the benefits provided with respect to the Award, or (b) comply with the requirements of Section 409A of the
Code and related Department of Treasury guidance and thereby avoid the application of any penalty taxes under
such Section.
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15.15 Clawback. The Awards granted under this Plan are subject to the terms of the Company’s
recoupment, clawback or similar policy as it may be in effect from time to time, as well as any similar provisions
of applicable law, any of which could in certain circumstances require repayment or forfeiture of the Awards or
any shares of Stock or other cash or property received with respect to the Awards (including any value received
from a disposition of the shares acquired upon exercise or payment of the Awards).
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FORWARD-LOOKING STATEMENTS

Certain of the information contained in this Annual Report on Form 10-K, including, without limitation,
statements made under this Part I, Item 1, “Business,” Part II, Item 7, “Management’s Discussion and Analysis
of Financial Condition and Results of Operations,” and Part I Item 7A, “Quantitative and Qualitative
Disclosures about Market Risk,” ,which are not historical facts, may include “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933, as amended (“Securities Act”), and Section 21E
of the Securities Exchange Act of 1934, as amended (“Exchange Act”), and is subject to risks and uncertainties
and actual results or events may differ materially. When used herein, the words. “anticipate,” “believe,”
“estimate,” “expect,” “intend,” “will,” “may,” “should,” “plan,” “potential,” “seek,” “continue,” and similar
expressions as they relate to the Company or its management are intended to identify such statements as
“forward-looking statements.” Such statements reflect the current views of the Company and its management
with respect to future events and are subject to certain risks, uncertainties, and assumptions. Should one or more
of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, the Company’s
actual results, performance, or achievements could differ materially from the results expressed in, or implied by,
these forward-looking statements. Important factors that could cause the Company’s actual results to differ
materially from those included in the forward-looking statements made herein include, without limitation, those
factors discussed in Item 1, “Business,” in Item 1A, “Risk Factors,” and elsewhere in this Annual Report on
Form 10-K and in the Company’s other filings with the Securities and Exchange Commission (“SEC”), including
the Company’s most recent Quarterly Report on Form 10-Q and Current Reports on Form 8-K, and any
amendments thereto. The Company assumes no.obligation to revise or update these forward-looking statements
to reflect actual results, events, or changes in factors or assumptions affecting such forward-looking statements.
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PART 1

This Annual Report on Form 10-K includes certain registered trademarks, trademarks, and trade names of -
Electronics For Imaging; Inc., its subsidiaries, and others. Electronics For Imaging, the EFTI logo, the Fiery logo,
Fiery, Inkware, Jetrion; VUTEK, and PrintFlow are registered trademarks of the Company in the U.S. and/or
certain other countries. Digital StoreFront, Hagen, Logic, Pace, PrintSmith, and Rastek are trademarks of the
Company in the U.S. and/or certain other countries. All other terms and product names may be trademarks or
registered trademarks of their respective owners, and are hereby acknowledged. References to “EFL,” the

“Company,” us,” and “our” mean Electronics For Imaging, Inc. and its subsidiaries, unless the context
means 0therw1se.

Item 1: Business

Filings . _

We file Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, proxy
statements, and other documents with the SEC under the Exchange Act. The public may read and copy any materials
that we file with the SEC at the SEC’s Public Reference Room at Room. 1580, 100 F Street, N.E., Washington; D.C.
20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. The SEC also maintains an Internet website that contains reports, proxy statements, information

statements, and other information regarding issuers, including EFI, that file electromcally with the SEC. The pubhc can
obtain any documents that we file with the SEC at http://www.sec.gov.

We also make available free of charge through our Internet website (http://www.efi.com) our Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, proxy statements, and if applicable,
amendments to those reports filed or furnished pursuant to the Exchange Act as soon as reasonably practicable
after we electronically file such material with, or furnish it to, the SEC.

General

EFI was incorporated in Delaware in 1988 and commenced operations in 1989, In 1992, we made our initial
public offering of common stock. Qur common stock is traded on The NASDAQ Global Select Market under the
symbol EFIL Our corporate offices are located at 303 Velocity Way, Foster City, California 94404.

We are a world leader in customer-focused digital printing innovation, including color digital print controllers,
super-wide and wide format printers and ink, and print management solutions. Our award-winning print
management solutions are integrated from creation to print. Our product portfolio includes Fiery digital color
print servers (“Fiery”); Inkjet products (“Inkjet”) including VUTEKk super-wide digital inkjet printers, Jetrion
industrial inkjet printing systems, Rastek wide format digital inkjet printers, and ink for each of these product
lines; and Advanced Professional Print Software (“APPS”) consisting of print production workflow, management
information software, and corporate printing and packaging solutions. Our integrated solutions and award-
winning technologies are designed to automate print and business processes, streamline workflow, provide
profitable value-added services, and produce accurate digital output.

Products and Services
Fiery

EFI’s Fiery brand consists of print servers, controllers, or digital front ends (“DFEs”), which transform digital
copiers and printers into high performance networked printing devices. Once networked, Fiery-powered printers
and copiers can be shared across workgroups, departments, the enterprise, and the Internet to quickly and
economically produce high-quality color and black & white documents. Our Fiery servers are primarily sold to
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original equipment manufacturers (“OEMs”) for sale to end-users and are comprised of (i) stand-alone print
controllers connected to digital copiers and other peripheral devices, (ii) embedded and design-licensed solutions
used in digital copiers and multi-functional devices, (iii) optional software integrated into our controller
solutions, and (iv). stand- alone software-based solutions such as our prooﬁng and scanning solutions.

Our main controller platforms primary OEM customers, and user environments are as-follows:

Platform ‘ ' Primary OEMs :  User environments

Fiery external print servers Canon, Fuji Xerox, Print for Pay, Corporate
Konica Minoita, ~ ' Reprographic Departments, Graphic
OKI Data, Ricoh, o Arts, Advertising Agencies,
Toshiba, Xerox g Transactional Printers, Commercial

7 Printers
Fiery embedded and : Canon, Fuji Xerox, Konica Office Environments,
design-licensed solutions Minolta, R Print for Pay, and Quick Printers

OKI Data, Ricoh,
Toshiba, Xerox

Splash Xerox Graphic Arts, Advertising Agencies

MicroPress ' Canon, Konica Minolta, Ricoh -~ Corporate Reprographic
s : Departments, Commercial Printers

Proofing software ColorProof XF Digital color proofing and 1nk3et Digital, oommercial and hybrid
Fiery XF, ColorProof eXpress and production print solutlons offering  printers, prepress providers,
Xflow _ fast, flexible Workﬂow power and publishers, creative agencies and
‘ expandabrhty o photographers, and super-wide &
 wide format print providers

Ink]et—VUTEk Jetrion, and Rastek

Our industry-leading VUTEk super-wide format d1g1ta1 inkjet printers and ink are used by billboard graphics
printers, commercial photo labs, large sign shops, graphic screen printers, and digital graphics providers to print
billboards, building wraps, banners, art exhibits, point of purchase signage, customized interior design, and other
large displays. We introduced the GS series of high-speed, high-resolution super-wide format printers in 2009.
VUTEK printers primarily use ultra-violet (“UV”) curable ink, although solvent ink printers remain in use in the
field. '

Our Jetrion products specialize in industrial label digital printing ‘and provide a wide array of industrial inkjet
systems, custom high-performance integration solutions, and specialty ink to the converting, packaging, and
direct mail industries. In 2008, we launched our Jetrion 4000 Full Color Digital Label printer focused on short
run, on-demand, color label printing. Our Jetrion 4830 printer was launched in 2009 and accommodates wider
printing requirements and significantly increases throughput. We launched our Jetrion 4830LED printer with full
LED UV curing technology accommodates printing on flexible packaging materials in 2010.

Rastek develops, manufacturers, and markets our early stage hybrid and flatbed UV wide format graphics
printers to the mid-range inkjet printer market. In 2009, the launch of the H650 and T660 Rastek wide format
printers offered high image quality to mid-size print companies. This was followed by the increased speed of the
H652 and flexibility of the T1000 wide format printers, which were launched in 2010.

We also manufacture and market the ink used in our inkjet printers. Our ink is customized for each of our
printers to provide optimum performance on that printer. In addition, we manufacture and sell private label ink to
third party inkjet printer manufacturers. Our ink provides a recurring revenue stream generated from sales to our
existing customer base as well as sales to third parties.




Some of our printers and their related features are as follows:

Printer Type " Models Capabilities v Application Exémples
VUTEk UltraVU Series Printing widths of 1.5t0 5.0 Banners, Billboards, Signage,
VUTEk 3360 meters; 4, 6, 7, and 8 colors; Building Wraps, Flags, Point of
PressVu Series Flexible and rigid substrates; UV - purchase and exhibition signage,
GS and QS Series curable and solvent inks Backlit displays, and Photo-
- ' quality graphics
Jetrion 4000 Series Print resolutions up to 1000 dpi; 4  Primary and secondary label
or 6 colors; Precise color-color applications, Industrial label or
registration ' flexible packaging markets
Rastek H Series Speeds up to 29.7 square meters Indoor and outdoor graphics with

T Series per hour and up to 1,200 dpi; photographic image quality
Handles media of thicknesses up :
to 5 centimeters

APPS

To provide our customers with solutions to manage their printing operations, we have developed technology that
enhances printing workflow and makes printing operations more powerful, productive, and easier to manage.
Most of our software solutions have been developed with the express goal of automating print processes and
streamlining workflow via open, integrated, and interoperable EFI products, services, and solutions. The APPS
operating segment includes our management systems software, including Monarch (formerly Hagen), Pace, PSI,
Logic, PrintSmith, and PrintFlow; Digital StoreFront, our web-based order entry and order management

software; and Radius, our prlnt management packaging software. We acquired privately held Golflane Limited
(“Golflane”), a UK. private limited company, the parent holding company of Radius Solutions Incorporated
(“Radius”) in July 2010, to establish our presence in the packaging industry. Radlus is a leading provider of print
management information systems (“PMIS”) to the packagmg industry. '

We sell PnntSmlth to small prmt—for—pay and small commer01a1 print shops; Pace to medium and large
commercial print shops, display graphics providers, in- -plant printing operations, and government printing
operations; Monarch to large commercial, publication, and digital print shops; and Radius to the packaging
industry.

Our enterprise resource planning and collaborative supply chain software print management solutions are
designed to enable printers and print buyers to improve productivity and customer service while reducing costs.
Procurement applications for print buyers and print producers facilitate web-based collaboration across the print
supply chain. Customers recognize that PMIS are essential to improving their business practices and profitability.
We are focused on making our PMIS solutions the global industry standard.



Our primary software offerings currently include:

Product Name

Print management information
systems: Monarch (previously
Hagen), PSI, PrintSmith, PrintFlow,
and Radius

Web-based order entry and order
management systems: Digital
StoreFront, PrinterSite, and
PrintSmith Site

Web-based print management
system: EFI Pace

Description

Collect, organize, and present
critical information to improve
process control and profit potential

Web interface to manage print
transactions between customer and
printer

Software modules for: estimating,
scheduling, print production,
accounting, and e-commerce

User

Commercial, publishing, digital, in-
plant, print for pay, large format,
and specialty printing and
packaging companies

Commercial, publishing, digital, in-
plant, print for pay, large format,
and specialty printers

Commercial, Digital, Display
Graphics, In- Plant, and Print for
Pay :

Growth and Expansion Strategies

Our overall objective is to continue to introduce new generations of digital print controllers and expand and
improve our offerings in inkjet, professional printing software applications, and other new product lines related
to digital printing, workflow, and print management. With respect to our current products, our primary goal is to
offer best of breed solutions that are interoperable and conform to open standards, which will allow customers to
configure the most efficient solution for their business. Our strategy to accomplish these goals consists of four
key elements: proliferate and expand product lines; develop and expand relationships with key industry
participants; establish enterprise coherence and leverage industry standardization; and leverage technology and
industry expertise to expand the scope of products, channels and markets. Each of these items is discussed below.

Proliferate and Expand Product Lines

We intend to continue to develop new digital print controllers that are “scalable,” meaning products that continue
to meet the changing needs of the user as their business grows. Our products offer a broad range of features and
functionality when connected to, or integrated with, digital color and black & white copiers.

We intend to continue our development of platform enhancements that advance the performance and usability of
our software applications in order to provide cohesive, integrated solutions for our customers.

In 2009, we introduced our next generation Fiery hardware along with new versions of our Fiery workflow
solutions, document scanning solutions, and production management application, “Command Workstation 5.” In
2010, we have continued to launch various upgrades to our Fiery product line including the next generation Fiery
platform with new color tools, support of Adobe® PDF Print Engine v2 for pure PDF workflows, and improved
Job Definition Format (“JDF”) integration.

Also in 2009, we added the Jetrion 4830 UV Inkjet System with a wider web width (8.3 inches) and faster linear
speeds. The 4830 increases throughput compared to the market leading Jetrion 4000. The Jetrion 4830LED
printer was launched in 2010 with full LED UV curing technology, which accommodates printing on flexible
packaging materials.

In 2009, we introduced the GS series of super-wide format printers. The GS2000 is a 2-meter printer that delivers
photorealistic quality at high speeds. The GS3200 3.2 meter printer also delivers photorealistic quality and higher
speed, while expanding the reach of the super-wide format printer into new industries and innovative
applications. The GS5000r printer was launched in 2010 and offers higher quality and speed that focuses on
markets that demand point-of-purchase-quality graphics.




We explore acquisition possibilities as a means of expanding our product line-up and customer base. Although
there can be no assurance that acquisitions will be successful, acquisitions have allowed us to broaden our
product lines. Examples include the Radius and Pace acquisitions within the APPS product line in 2010 and
2008, respectively, and the addition of Rastek to the Inkjet product line in 2008.

We have announced an 1ntent10n to continue to explore addltlonal acqulsmon opportumtres in the APPS
operating segment to further consolidate the PMIS and web-based print order entry and order management
industries in both the Americas and other geographies worldwide. For example, subsequent to year-end, on
February 16, 2011, we acquired Streamline Development, LLC (“Streamline”). Streamline is the provider of
PrintStream PMIS software focused on mailing and fulfillment services for the printing industry.

Develop and Expand Relationships with Key Industry Participants

Our customer relationships are one of our most 1mportant assets. We have established relationships with leading
printer and copier industry companies, including Canon, Fu_]l Xerox, Konica Minolta, Kyocera Mita, OKI Data,
Ricoh, Toshiba, and Xerox, which we collectively refer to as our OEM customers.

Our relationships with our OEM customers are based upon business relationships we have established over time.
Our agreements with our OEM customers generally do not require them to make any future purchases from us.
They are generally free to purchase products from our competltors ‘or build their own products and cease
purchasmg our products at any time, for any reason, or no reason.

Our Inkjet and APPS products are sold both direct and’ v1a d1str1but10n arrangements to all sizes of print
providers. We have established relat1onsh1ps w1th many leadrng dlstrlbutron companies in the office, graphic arts,
and commercial print industries such as Nazdar, Heldelberg, 3M, xpedx Global Imaglng, as well as OEM
customers including choh Canon and Konica Mlnolta

We have also established global relationships with many of the leading print providers, such as R.R. Donnelley,
Fedex Office, and Staples. These direct sales relationships, along with dealer arrangements, are important for our
understanding of the end markets for our products and serve as a source of future product development ideas. In
many cases, our products are customized for the needs of large customers, et maintain the common intuitive
interfaces that we are known for around the world.

Establish Enterprise Coherence and Leverage Industry Standardization-

In developing new products and platforms, we establish coherence across our entire product line by designing
products that provide a consistent “look and feel” to the end-user. We believe cross-product coherence creates
higher productivity levels as a result of shortened learning curves: We believe the integrated coherence that
end-users can achieve using our products for all of their digital printing and imaging needs leads to a lower total
cost of ownership. We advocate open architecture utilizing 1ndustry -established standards to provide-interoperability
across a range of digital printing devices and software applications, ultimately providing end-users more choice and
flexibility in their selection of products. For example, integration between our web-based Digital:StoreFront
application, our Monarch PMIS application, and our Fiery XF Production Color RIP including integration to our
Fiery or VUTEK product lines, is‘achieved by leveraging the industry standard'JDF. 7

Leverage Technology and Indust@ Expertise to Expand the Scope of Products, Channels, and Markets

We have assembled, internally and through acquisitions, an experienced team of technical support and sales and
marketing personnel with backgrounds in color reproduction, digital pre-press, image processing, management
information systems, networking, and software and hardware engineering, as well as market knowledge of
enterprise printing, graphic arts, and commercial printing: By applying our expertise in these areas, we expect to
continue to expand the scope and sophistication of our products and gain access to new markets and channels of
distribution.



For example, the scope of our software applications was expanded in 2010 through the launch of PrintMe
Connect, which is a software application that enables direct printing from Apple® iPad, iPhone®, and iPod
touch® i0S 4.2-enabled devices to EFI Fiery-driven printers or multi-function peripherals. PrintMe was the
world’s first cloud-based printing platform that enabled mobile workers to upload their documents to the PrintMe
cloud and securely print them on any PrintMe-enabled printer.

Significant Relationships

We have established and continue to build and expand relationships with our OEM customers and distributors of
digital printing technology to benefit from their products, distribution channels, and marketing resources. Our
customers include domestic and international manufacturers, distributors, and sellers of color and black & white
digital copiers and wide format printers. We work closely with our OEM customers to develop solutions that
incorporate leading technology and work optimally in conjunction with their products. The top revenue-
generating OEM customers, in alphabetical order, that we sold products to in 2010 were Canon, Fuji Xerox,
Konica Minolta, OKI Data, Ricoh, Toshiba, and Xerox. Together, sales to Canon and Xerox accounted for
approximately 27% of our 2010 revenue, with sales to each of these two customers accounting for more than
10% of our revenue. Because sales of our printer and copier-related products constitute a significant portion of
our Fiery revenue and there are a limited number of OEMs producing copiers and printers in sufficient volume to
be attractive customers for us, we expect to continue to depend on a relatively small number of OEM customers
for a significant portion of our revenue in future periods. Accordingly, if we experience reduced sales or lose an
important OEM customer, we will have difficulty replacing the revenue traditionally generated from such OEM
customer with sales to new or existing OEM. customers and our revenue may decline. -

We customarily enter into development and distribution agreements with our OEM customers. These agreements
can be terminated under a range of circumstances and often upon relatively short notice. The circumstances
under which an agreement can be terminated vary from agreement to agreement and there can be no assurance
that our OEM customers will continue to purchase products from us in the future, despite such agreements. Our
agreements with our OEM customers generally do not commit such-customers to make future purchases from us
and they could decline to purchase products from us in the futare and could purchase products from our
competitors, or build the products themselves. We recognize the importance of, and work hard to maintain, our
relationships with our customers. Relationships with our customers are affected by a number of factors including,
among others: competition from other suppliers, competition from internal development efforts by the OEMs
themselves, and changes in general economic, competitive, or market conditions such as changes in demand for
our products, changes in demand for our OEM customers’ products, industry consolidation, or fluctuations in
currency exchange rates. There can be no assurance that we will continue to maintain or build the relationships
we have developed to date. See ltem 1A—We fuce competition from other suppliers as well as our own OEM
customers. If we are not able to compete successfully, our business may be harmed.

We have a continuing relationship pursuant to a license agreement with' Adobe Systems, Inc. (“Adobe™). We
license PostScript® software from Adobe for use in many of our Fiery solutions under the OEM Distribution and
License Agreement entered into in September 2005. Under our agreement with Adobe, we have a non-exclusive,
non-transferable license to use the Adobe deliverables (including any software, development tools, utilities,
software development kits, fonts, drivers, documentation, or related materials). The scope of additional licensing
terms varies depending on the type of the Adobe deliverables. The initial term of the agreement was five years,
unless either party gave written notice of termination for cause at least 180 days prior to September 19, 2010. -
Thereafter, the agreement renews automatically on each anniversary date for additional one year periods and can
be terminated by either party for any or no cause upon 120-days prior written notice. All royaltiés due to Adobe
under the agreement are payable within 45 days after the end of each calendar quarter.

Each Fiery solution requires page description language software to operate such as that provided by Adobe.
Adobe’s PostScript® software is widely used to manage the geometry, shape, and typography of hard copy
documents. Adobe is a leader in providing page description software. Adobe can terminate our current
PostScript® software license agreement without cause. Although to date we have successfully obtained licenses
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to use Adobe’s PostScript® software when required, Adobe is not required to, and we cannot be certain that Adobe
will, grant future licenses to Adobe PostScript® software on reasonable terms, in a timely manner, or at all. In
addition, to obtain licenses from Adobe, Adobe requires that we obtain quality assurance approvals from them for
our products that use Adobe software. If Adobe does not grant us such licenses or approvals, if the Adobe licenses
are terminated, or if our relationship with Adobe is otherwise materially impaired, we would likely be unable to sell
products that incorporate Adobe PostScript® software. If that occurred, we would have to license, acquire, develop,
or re-establish our own competing software as a viable alternative for Adobe Postscript® and our financial condition
and results of operations could be significantly harmed for a period of time.

Our inkjet printers are constructed with inkjet print heads, which are manufactured by a limited number of
suppliers. If we experience difficulty obtaining print heads, our inkjet printer production would be limited and
our revenue would be harmed. In addition, we manufacture ink for use in our printers and rely on a limited
number of suppliers for certain pigments used in our ink. Our ink sales would decline significantly if we were
unable to obtain the pigments as needed. See Item 1A—We depend on a limited group of suppliers for key
components in our products. The loss of any of these suppliers, the inability of any of these suppliers to meet our
requirements, or delays or shortages of supply of these components could adversely affect our business.

Human Resources

As of December 31, 2010, we employed 1,886 full time employees. Approximately 527 were in sales and
marketing, 237 were in general and administrative, 288 were in manufacturing, and 834 were in research and
development. Of the total number of employees, we had approximately 1,232 employees located in the Americas
(primarily the U.S.) and 654 employees located in offices outside of the Americas.

Distribution and Marketing

Our primary distribution channel for Fiery products is to sell them to our OEM customers. Our OEM customers
in turn sell these products to OEM-affiliated and independent distributors/dealers/resellers and end-users for use
with our OEM customers’ copiers or printers as part of an integrated printing system. See Item 1A—We rely on
sales to a relatively small number of OEM customers. The loss of any of these OEM customers could
substantially decrease our revenue.

The PMIS solutions within our APPS portfolio are primarily sold directly to end-users by our own sales force in
North America and Europe. Our Inkjet products are sold by a direct sales force in North America and Europe and
by distributors in all regions. Any interruption of either of these distribution channels could negatively impact us
in the future. :

An additional distribution channel for our APPS software products is to utilize a mix of distributors. We sell
directly to our authorized distributors, dealers, and resellers who in turn sell the solutions to end-users either
stand-alone or bundled with other solutions they offer. Primary customers with whom we have established
distribution agreements include Canon, Ricoh, Konica Minolta, Oce, xpedx, and other sales companies. There
can be no assurance that we will continue to successfully distribute our products through these channels.

Our proofing products are sold primarily to authorized distributors, dealers and resellers who in turn sell the
solutions to end-users either stand-alone or bundled with other solutions they offer. Primary. customers with
whom we have established distribution agreements include Canon, Xerox, Heidelberg,, Hewlett-Packard, and
other sales companies. There can be no assurance that we will continue to successfully distribute our products
through these channels.

We promote our products through public relations, direct mail, advertising, promotional material, trade shows,
and ongoing customer communication programs. The majority of sales leads for our inkjet printer sales are
generated from trade shows. Any interruption in our trade show participation could materially impact our
revenue and profitability.



Research and Development

Research and development costs were $105.8, $110.8, and $140.4 million for the years ended December 31,
2010, 2009, and 2008, respectively. As of December 31, 2010, 834 of our 1,886 full-time employees were
involved in research and development. We believe that development of new products and enhancement of
existing products are essential to our continued success. Management intends to continue to devote substantial
resources to research and new product development. We expect to make significant expenditures to support
research and development in the foreseeable future.

We are developing products to support additional color and black & white printing devices including high-end
color copiers, digital black & white copiers, and multi-functional devices. We are also developing new software
applications designed to maximize workflow efficiencies and meet the needs of the graphic arts and commercial
print professional, including proofing and PMIS solutions. We also expect to continue to develop new platforms
of inkjet print technologies to meet the needs of existing and future markets. We have research and development
sites in 12 U.S. locations, as well as in India, Japan, and Europe. Please refer to “Growth and Expansion
Strategies—Proliferate and Expand Product Lines” above. Substantial additional expense is required to complete
and bring to market each of the products currently being developed by us.

Manufacturing

We utilize subcontractors to manufacture our Fiery products and, to a lesser extent, our Inkjet products. These
subcontractors work closely with us to promote low costs and high quality in the manufacture of our products.
Subcontractors purchase components needed for our products from third parties. We are completely dependent
on the ability of our subcontractors to produce products sold by us. Although we supervise our subcontractors,
there can be no assurance that such subcontractors will perform efficiently or effectively. In 2008, a significant
portion of our Fiery line of products was manufactured at a single subcontractor: Celestica, Inc. (“Celestica”).
We transferred outsourced Fiery production to Bell Microproducts, Inc. in 2009. Bell Microproducts, Inc. was
acquired by Avnet, Inc. (“Avnet”) in 2010. We also initiated outsourced production of certain solvent ink with
Nazdar Company (“Nazdar”) during 2009.

Should our subcontractors experience inability or unwillingness to manufacture or deliver our products, then our
business, financial condition, and operatjons could be harmed. Since we generally do not maintain long-term
agreements with our subcontractors and such agreements may be terminated with relatively short notice, any of
our subcontractors could terminate their relationship with us and/or enter into agreements with our competitors
that:might restrict or prohibit them from manufacturing our products or could-otherwise lead to an inability or
unwillingness of such subcontractor to fill our orders in a timely manner or at all. See Item 1A—We are
dependent on a limited number of subcontractors, with whom we do not have long-term contracts, to
manufacture and deliver products to our customers. The loss of any of these subcontractors-could adversely
affect our business. '

Our VUTEK printers are manufactured at our Meredith, New Hampshire facility. Meredith is not located in a
major metropolitan area. Consequently, we have encountered difficulties in hiring and retaining adequate skilled
labor and management. Most components used in manufacturing the printers and ink are available from multiple
suppliers, except for inkjet print heads and certain key ingredients (primarily pigments and photoinitiators) for
our ink. Although typically in low volumes, many key components are sourced from single vendors. If we were
unable to obtain the print heads currently used, we would be required to redesign our printers to use different ‘
print heads. If we were to change pigments, we would be required to reformulate and test the ink. In two of our
locations, we use hazardous materials to formulate UV-based ink. The storage, use, and disposal of those
materials must meet the requirements of various environmental regulations. See Item 1A— If we are not able to
hire and retain skilled employees, we may not be able to develop products, or meet demand for our products, in a
timely fashion; We depend on a limited group of suppliers for key components in our product. The loss of any of
these suppliers, the inability of any of these suppliers to meet our requirements, or delays or shortages of supply

9




of these components, could adversely affect our business; and We may be subject to environmental-related
liabilities due to our use of hazardous materials and solvents.

A significant number of the components necessary for manufacturmg our Fiery and Inkjet products are obtained
from a sole suppher or a limited group of suppliers. We depend largely on the following sole and limited source
suppliers for our components and manufacturlng services:

Supplier Components
Intel Central processing units (“CPUs”); chip sets .
Toshiba ' " Application-specific integrated circuits (“ASIC”) &
Inkjet print heads
Open Silicon ‘ ASICs
Altera - ‘ ASICs & Programmable dev1ces
Tundra = - Chip sets
Avnet o Contract manufacturing (Fiery)
Nazdar - Contract manufacturing (solvent ink)
Columbia Tech Inkjet sub-assemblies
Roberts Tool Inkjet sub-assemblies
Evolve Inkjet sub-assemblies
Shenzen Runtianzhi Tech Inkjet sub-assemblies
- Seiko ' Inkjet print heads
Fuji ' Inkjet print heads
Xaar ' “ 7 Inkjet print heads
“Dimatix R Inkjet print heads
Progress Software Monarch and Radius operating system -

We generally do not maintain long-term agreemients with:our component suppliers. We primarily conduct
business with such suppliers solely on a purchase order basis. If any of our sole or limited source suppliers were
unwilling or unable to supply us with the components for which we rely on them, we may be unable to continue
manufacturing our products utilizing such components.

The absence of agreements with most of our suppliers also subjects us to pricing fluctuations, which is a factor
we believe is partially offset by our suppliers benefitting from selling as many components to us as possible. -
Many of our components are similar to those used in personal computers; consequently, the demand and price
fluctuations of personal computer components-could affect our component costs. Ini the event of unanticipated-
volatility in demand for our products, we may be unable to manufacture certain products in quantities sufficient
to meet end-user demand or we may hold excess quantities of inventory because the purchase of key:components
involves long lead times. We maintain an inventory of components for which we are dependent upon sole or
limited source suppliers and of components with prices that fluctuate significantly. We cannot ensure that at any
given time we will have sufficient inventory to enable us to meet demand for our products, which would harm
our financial results. See Item 1A—We depend on a limited group of suppliers for key components in our
products. The loss of any of these suppliers, the inability of any of these suppliers to meet our requzrements, or-
delays or shortages of supply of these components could adversely affect our business. -

Competiﬁon

Competition in our markets is intense and involves rapidly changing technologies and frequent new product’
introductions. To maintain and improve our competitive position, we must continue to develop and introduce
new products and features on a timely and cost-effective basis that keep pace with the evolving needs of our
customers. The principal competitive factors affecting the markets for our Fiery solutions include, among others,
customer service and support; product reputation, quality, performance, price,-and product features such as
functionality, scalability, ability to interface with OEM products, and ease of use. We believe we have generally
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competed effectively against product offerings of our competitors on the basis of such factors; however, there
can be no assurance that we will continue to compete effectively in the future based on these or any other
competitive factors.

Our primary competitors for third party stand-alone color controllers; embedded controllers, and design-licensed
solutions are our OEM customers. Our market position, vis-a-vis internally developed controllers, is small;
however, we are the largest third party controller vendor. We believe that our-advantages include our
continuously advancing technology, time-to-market, brand recognition, end-user loyalty, sizable installed base,
number of products supported, price driven by lower development costs, and market knowledge. We intend to
continue to develop new digital print controllers with capabilities that meet the changing needs of our OEM
customers’ product development roadmaps. A significant disadvantage is our lack of control of the distribution
channels and direct connections with our end-users. However, we do provide a variety of features as well as a
unique “look and feel” to our OEM customers’ products to differentiate our customers’ products from those of
their competitors. ‘

i

The VUTEKk line of super—wrde format inkjet printers competes with printers produced by Agfa, Durst, Hewlett-
Packard, Oce; and Inca throughout most of the world. There are Chinese and Korean printer manufacturers in the
marketplace, but their products are typically sold in their domestic markets and are not perceived as alternatives
in most other markets: Although we recommend that our ink be used in our VUTEK printers, users can purchase
UV and solvent-based ink from other ink manufacturers. Third party ink is typically priced at a lower price than-
our proprietary ink; however, third party ink may not provide the same quality. In addition, the use of third party
ink with our printer‘products may void the ink delivery system warranty on the printer. We believe that our broad
product line and leading'technology provide a competitive advantage. :

Our APPS operatrng segment, which includes our PMIS and web-based order entry and order management
systems, faces competrtron from software application vendors that specifically target the printing industry. These
vendors are typically small, prlvately owned companies. We also face competition from larger vendors that
currently offer, or are seeking to develop, printer-focused enterprise resource planning products. We believe the
pr1n01pa1 competltlve factor affecting our markets is the market acceptance rates for new printing technology
There can be no ‘assurance that we will be ablé to continue to advance our technology and products or compete
effectively against other companies’ product offerings. Any failure to do so could have a material adverse affect
on our business, operating results, and financial condition.

Sale of Building and Land

On]J anuary 29, 2009 we sold a portron of our Foster Crty campus 10 Gilead Sciences, Inc. (“Gilead”) for $137.3
million. The property sold included an approximately 163,000 square foot building at 301 Velocity Way, Foster
City, Cahforma approximately 30 acres of land, and certain other assets related to the property. We retain
ownership of the remaining approximately five acres of land and remain obhgated under a synthetic lease with
respect to the office building at 303 Velocity Way, Foster Crty, California, where our headquarters are

located. As more fully disclosed in Note 8—Commitments and Contingencies of the Notes to Consolidated
Financial Statements, both buildings were subject to synthetic lease agreements. The 301 Velocity Way synthetic
lease agreement was terminated in conjunction with the sale. The 303 Velocity Way synthetic lease agreement
remains outstanding as of December 31, 2010.

Intellectual Property Rights

We rely on-a combination of patent, copyright, trademark, and trade secret laws, non-disclosure agreements, and
other contractual provisions to establish, maintain, and protect our intellectual property rights. Although we
believe that our intellectual property rights are important to our business, no single patent, copyright, trademark,
or trade secret is solely responsible for the development and manufacturing of our products.
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We are currently pursuing patent applications in the U.S. and certain foreign jurisdictions to protect various
inventions. Over time, we have accumulated a portfolio of patents issued in these jurisdictions. We own or have
rights to the copyrights to the software code in our products and the rights to the trademarks under which our
products are marketed. We have registered certain trademarks in the U.S. and certain forergn jurisdictions and
will continue to evaluate the registration of additional trademarks as appropriate.

Certain of our products include intellectual property licensed from our customers. We have also granted and may
continue to grant licenses under our intellectual property, when and as we deem appropriate.

For a discussion of risks relating to our intellectual property, see ltem 1A—We may be unable to adequately
protect our proprietary information and may incur expenses to defend our proprietary information.

Goodwill and Long-Lived Asset Impairment

We perform our annual goodwill impairment analysis in the fourth quarter of each year according to the
provisions of Accounting Standards Codification (“ASC”) 350-20-35, Goodwill—Intangibles and Other—
Subsequent Measurement. A two-step impairment test of goodwill is required. In the first step, the fair value of
each reporting unit is compared to its carrying value. If the fair value exceeds carrying value, goodwill is not
impaired and further testing is not required. If the carrying value exceeds fair value, then the second step of the
impairment test is required to determine the implied fair value of the reporting unit’s goodwill. The implied fair
value of goodwill is calculated by deducting the fair value of all tangible and intangible net assets of the
reporting unit, excluding goodwill, from the fair value of the reporting unit as determined in the first step. If the
carrying value of the reporting unit’s goodwill exceeds its implied fair value, then an impairment loss must be
recorded equal to the difference.

Based on the outcome of conditions existing during the fourth quarter of 2008, we determined that a triggering
event requiring an interim impairment analysis had occurred relating to the Inkjet reporting unit. The resulting
impairment analysis resulted in a non-cash goodwill impairment charge of $104 million during the fourth quarter
of 2008. The goodwill valuation analysis was performed based on our respective reportrng unlts—Frery, Inkjet,
and APPS—which are consistent with our operating segments identified in Note 15—Segment Informauon
Geographic Data, and Major Customers of the Notes to Consohdated Financial Statements

We determined the fair value of the Inkjet and APPS reporting units as of December 31, 2010 by equally
weighting the market and income approaches. The fair value of the Fiery reporting unit was determined based on
the market approach. Under the market approach, we estimated fair value based on market multiples of revenue
or earnings of comparable companies. Under the income approach, we measured fair value of the Inkjet and
APPS reporting units based on a projected cash flow method using a discount rate determined by our
management to be commensurate with the risk inherent in our current business model. Based on our valuation
results, we have determined that the fair values of our reporting units exceed their carrying values. Fiery, Inkjet,
and APPS fair values are $226 $192, and $67 million, respectively, whrch exceed carrying Value by 124%, 34%,
and 26%, respectively.

Please see Note 4—Goodwill and Long-Lived Asset Impairment of the Notes to Consolidated Financial
Statements. '

Financial Information about Foreign and Domestic Operations and Export Sales

See Note 15—Segment Information, Geographic Data, and Major Customers and Note 11—Income Taxes of the
Notes to Consolidated Financial Statements. See also Item 1A—We face risks from our mternatzonal operations
and We face risks from currency ﬂuctuanons .
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Item 1A: Risk Factors

We rely on sales to a relatively small number of OEM customers. The loss of any of our OEM customers
could substantially decrease our revenue.

A significant portion of our revenue is, and has been, generated by sales of our printer and copier related products
to a relatively small number of OEMs. For example, Canon and Xerox each contributed over 10% of our revenue
and together accounted for approximately 27%, 26%, and 29% of our revenue for the years ended December 31,
2010, 2009, and 2008, respectively. Because sales of our printer and copier-related products constitute a
significant portion of our revenue and there are a limited number of OEMs producing copiers and printers in
sufficient volume to be attractive customers for us, we expect that we will continue to depend on a relatively
small number of OEM customers for a significant portion of our controller revenue in future periods.

In addition, our OEM customers have developed, and may continue to develop, their own controller products,
which may compete directly with our Fiery products. Accordingly, if we lose or experience reduced sales to an
important OEM customer, we will have difficulty replacing the revenue previously generated from such
customers with sales to new or existing OEM customers and our Fiery revenue will likely decline significantly.

We do not typically have long-term purchase contracts with our OEM customers. Our OEM customers
have in the past reduced or ceased, and could at any time in the future reduce or cease, purchasing
products from us, thereby harming our operating results and business.

With the exception of certain minimum purchase obligations, we typically do not have long-term volume
purchase contracts with our OEM customers, including Canon, Xerox, and Konica Minolta, and they are not
obligated to purchase products from us. Accordingly, our customers could at any time reduce their purchases
from us or cease purchasing our products altogether. In the past, some of our OEM customers have elected to
develop products on their own, rather than rely, solely or partially, on our products. We expect that customers
will continue to make such elections in the future.

Because our OEM customers incorporate our products into products they manufacture and sell, any decline in
demand for copiers or laser printers or any other negative developments affecting our major customers or the
computer industry in'general, including reduced demand for products sold by our OEM customers, would likely
harm our results of operations. For example, certain customers have in the past experienced serious financial
difficuities, which led to a decline in sales of our products to these customers. If any significant customers face
such difficulties in the future, our operating results could be harmed through, among other things, decreased sales
volume and write-off of accounts receivables and inventories related to products we have manufactured for these
customers’ products.

A significant portion of our operating expenses are fixed in advance based on projected sales levels and margins,
sales forecasts from our OEM customers, and product development programs. A substantial portion of our
shipments are scheduled for delivery within 90 days or less and our customers may cancel orders and change
volume levels or delivery times for product they have ordered from us without penalty. Accordingly, if sales to
our OEM customers are below expectations in any given quarter, the adverse impact of the shortfall in revenue
on operating results may be, and has been in the past, increased by our inability to adjust expenses in the short-
term to compensate for this shortfall.

We rely on our OEM customers to develop and sell products incorporating our Fiery technology. If they
fail to successfully develop and sell these products, or curtail or cease the use of our technology in their
products, our business will be harmed.

We rely on our OEM customers to develop new products, applications, and product enhancements utilizing our
controller technologies in a timely and cost-effective manner. Our continued success in the controller industry
depends upon the ability of these OEM customers to utilize our technologies while meeting changing end-user
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customer needs and responding to emerging industry standards and other technological changes. We cannot
provide assurance that our OEM customers will effectively meet these challenges. Our OEM customers arc
generally not obligated to purchase products from us and we cannot provide assurance that they will continue to
carry our products. For example, our OEM customers have incorporated the technologies of other companies into
their products or internally developed technologies in addition to, or instead of, our technologies and will likely
continue to do so in the future. If our OEM customers do not effectively and successfully market products
containing our technologies, our revenue will likely be materially and adversely affected.

Our OEM customers work closely with us to develop products that are specific to each OEM customer’s copiers
and printers. Many of the products and technologies we are developing require that we coordinate development,
quality testing, marketing, and other tasks with our OEM customers. We cannot control our OEM customers’
development efforts or the timing of these efforts. Coordinating with our OEM customers may cause delays in
our own product development efforts that are outside of our control. If our OEM customers delay the release of
their products, our revenue and results of operations may be adversely affected. In addition, our revenue and
results of operations may be adversely affected if we cannot meet our OEM customers’ product needs for their
specific copiers and printers; as well as successfully manage the additional engineering and support effort and
other risks associated with such a wide range of products.

We face competition from other suppliers as well as our own OEM customers. If we are not able fo
compete successfully, our business may be harmed.

The digital printing marketplace is highly competitive and is characterized by rapid technological changes. We
compete against a number of other suppliers of imaging products and technologies, including our OEM
customers themselves. Although we attempt to develop and support innovative products that end-users demand,
products or technologies developed by competing suppliers, including our own-OEM customers, could render our
products or technologies obsolete or noncompetitive.

While many of our OEM customers incorporate our technologies into their end products on an exclusive basis,
we do not have any formal agreements that prevent these OEM customers from offering alternative products that
do not incorporate our technologies. If, as has occurred in the past, an OEM customer offers products
incorporating: technologies from alternative suppliers instead of, or in addition to, products incorporating our
technologies, our market share could decrease, which would likely reduce our revenue-and adversely affect our
financial results. -

Many OEMs in the printer and copier industry, including most of our OEM customers, internally develop and
sell products that compete directly with our current products. These OEMs have significant investments in their .
existing solutions and have substantial resources that may enable them to develop or improve, more quickly than
us, technologies similar-to ours that are compatible with their own products. Our OEM customers have marketed
in the past, and likely will continue to market in the future, their own internal technologies and solutions in
addition to ours, even when their technologies and solutions are less advanced, have lower performance, or. cost
more than our products. Given the significant financial, marketing, and other resources of our larger OEM
customers and other significant OEMs in the imaging industry who are not our customers, we may not be able to
successfully compete against these OEMs selling similar products that they develop internally. If we cannot
compete successfully against the OEMs’ internally developed products, we will lose sales and market share in.
those areas where the OEMs choose to compete and our business will be harmed.

The market for our super-wide format printers is very competitive.

The printing equipment industry is extremely competitive. Our VUTEK products comi)ete against several
companies that market digital printing systems based on electrostatic, drop-on-demand, and continuous
drop-on-demand inkjet, and other technologies and printers utilizing UV curable and solvent ink including Agfa,
Durst; Hewlett-Packard, Oce, and Inca. Certain competitors have greater resources to develop new products and
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technologies and market those products, as well as acquire or develop critical components at lower costs, which
would provide them with a competitive advantage. They could also exert downward pressure on product pr1c1ngf :
to gain market share.

We have witnessed the recent growth of local Chinese and Korean markets where local competitors are
developing, manufacturing, and selling inexpensive printers, mainly to the local Chinese and Korean markets. -
These Chinese and Korean manufacturers have begun penetrating the international market and have partnered
with other super-wide format printer manufacturers. Our ability to compete depends on factors both within and
outside of our control, including the price, performance and acceptance of our current prmters and any products
we develop in the future.

We also face competition from existing conventional wide format and super-wide format printing methods,
including screen printing and offset printing. Our competitors could develop new products, with existing or new
technology, that could be more competitive in our market than our printers. We cannot assure you that we can
compete effectively with any such products.

We face strong competition in our APPS operating segment.

Our APPS operating segment, which includes our workflow, PMIS, and web-based order entry and order
management systems, faces competition from software application vendors that specifically target the printing
industry. These vendors are typically small, privately-owned companies. We also face competition from larger
vendors that currently offet or ‘are seeking to develop printer-focused enterprlse resource planning products. We
believe the principal competitive factor affecting our markets is the market acceptance rates for new printing
technology.

There can be no assurance. that we will be able to continue to advance our technology and products or compete
effectively against other companies’ product offerings. Any failure to do so could have a material adverse affect
on our business, operating results, and financial condition. ‘

We face strong competition in the market for printing supplies such as ink.

We compete with independent manufacﬁ]rers in the ink market. We cannot guarantee we will be able to remain
the exclusive or even principal ink supplier for our printers. The loss of ink sales to our prmter installed base
could adversely impact our revenue and gross profit.

We could experience an overall price reduction within the ink markets, which would also adversely affect our
gross profit. Solvent ink is relatively easy to replicate and additional manufacturers could increase pricing
competition or divert customers away from us." - R '

Price reductions for all of our products may affect our revenue in the future.

We have made, and may in the future make, price reductions for our products to drive demand and remain
competitive. Depending upon the price-elasticity of demand for our products, the pricing and quality of
competitive products, and other economic and competitive conditions, such price reductions may have an adverse
impact on our revenue and profit. If we are not able to compensate for lower gross profit that may result from
price reductions with an increased volume of sales, our results of operations'could be adversely affected.

Ongoing economic uncertainty has negatively affected our business in the past and may negatively affect it
in the future. '

The revenue and profitability of our business depends significantly on the overall demand for information
technology products that enable printing of digital data, which in turn depends on a variety of macro- and
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micro-economic conditions. In addition, revenue growth and profitability in our Inkjet operating segment
depends on demand and spending for advertising and marketing products and programs, which also depends on a
variety of macro- and micro-economic conditions.

Uncertainty about current global economic conditions poses a risk as our customers may delay purchases of our
products in response to tighter credit, negative financial news, and/or declines in income or asset values. Any
financial turmoil affecting the banking system and financial markets and the possibility that financial institutions
may consolidate or terminate their activities have resulted in a tightening in the credit markets, a low level of
liquidity in many financial markets, and extreme volatility in fixed income, credit, currency, and equity markets.
There could be a number of follow-on effects from the credit crisis on our business, including insolvency of key
suppliers resulting in product delays; inability of customers and distributors to obtain credit to finance purchases
of our products and/or customer and distributor insolvencies; increased difficulty in managing inventories; and
other financial institutions negatively impacting our treasury operations. Economic downturns can lead to
restructuring actions and associated expenses. Our financial performance could vary materially from expectations
depending on gains or losses realized on the sale or exchange of financial instruments or cash equivalents,
impairment charges on our assets, gains or losses related to equity and other investments, and interest rates. The
current volatility in the financial markets and overall economic uncertainty increases the risk that actual amounts
realized in the future on our financial instruments could differ significantly from the fair values currently
assigned to them.

Sustained uncertainty about current global economic conditions together with delays or reductions in information
technology spending could cause a decline in demand for our products and services and consequently harm our
business, operating results, financial condition, prospects, and continue to increase the volatility of our stock
price.

Our operating results may fluctuate based on many factors, which could adversely affect our stock price.

Stock prices of high technology companies such as ours tend to be volatile as a result of various factors,
including variations in operating results and, consequently, fluctuations in our operating results could adversely
affect our stock price. Factors that have caused our operating results and stock price to fluctuate in the past and
that may cause future fluctuations include:

*  varying demand for our products, due to seasonality, OEM customer product development and
marketing efforts, OEM customer financial and operational condition, OEM inventory management
practices, and general economic conditions;

*  shrinking OEM customer base due to business consolidation in the industry;

. shifts in customer demand to lower cost products;

= success and timing of new product introductions by our OEM customers and us;
*  success and timing of new inkjet product introductions;

* the performance of our products generally;

*  volatility in foreign exchange rates, changes in interest rates, and/or financing credit to consumers of
digital copiers and printers;

* - price reductions by our competitors and us, which may be exacerbated by competitive pressures caused
by economic conditions generally;

e substitution of third party ink for our own ink products by users of our super-wide format 1nkJet
printers;

*  delay, cancellation, or rescheduling of orders or projects;

* - delays or shortages of supply of our key components including, without limitation, inkjet prmt heads,
* ink components, and inability of our suppliers to meet our requirements;
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*  availability of key components and licenses, including possible delays in deliveries from suppliers, the
performance of third party manufacturers, and the status of our relationships with key suppliers;

+  potential excess or shortage of employees and location of research and development centers;

¢ shrinking customer base in our APPS operating segment due to business consolidations and shrinking
installed base due to print shops ceasing operations;

*  changes in our product mix such as shifts from higher gross profit products to lower gross profit
products such as our inkjet products;

*  costs associated with complying with any applicable governmental regulations;

*  cost associated with possible SEC and regulatory actions regarding our historical stock option granting
practices and remedial measures with respect to our historical stock option granting practices;

*  acquisitions and integration of new businesses;

*  costs related to our entry into new markets, such as commercial printing and office equipment service
automation; ' ‘

. general economic conditions, such as the current economic uncertainty;
e commencement of litigation or adverse resulits in pending litigation; and

. other risks described herein.

Entry into new markets or distribution channels could result in higher operating expenses that may not be
offset by increased revenue.

We continue to explore opportunities to develop or acquire additional product lines, such as print management
software, . document scanning solutions, and inkjet printers. We expect to continue to invest funds to develop new
distribution and marketing channels for these and additional new products and services, which will increase our
operating expenses.

We do not know if we will be successful in deVeldping these channels, or whether the market will accept any of
our new products or services, or if we will generate sufficient revenue from these activities to offset the
additional operating expenses we incur. Even if we are able to introduce new products or services, if customers
do not accept these new products or services, or if we are not able to price such products or services
competitively, our results of operations will likely be adversely affected.

We license software used in most of our Fiery products and certain APPS producfs from Adobe and the
loss of these licenses would prevent shipment of these products.

Many of our current products include software that we must license from Adobe. Specifically, we are required to
obtain separate licenses from Adobe for the right to use Adobe PostScript®, software in each type of copier or
printer used with a Fiery controller, and other Adobe software for certain APPS products. Although to date we
have successfully obtained licenses to use Adobe PostScript® and other Adobe software when required, Adobe is
not required to, and we cannot be certain that Adobe will, grant future licenses to Adobe PostScript® and other
Adobe software on reasonable terms, in a timely manner, or at all. To obtain licenses from Adobe, Adobe
requires that we obtain from them quality assurance approvals for our products that use Adobe software.
Although to date we have successfully obtained such quality assurances from Adobe, we cannot be certain Adobe
will grant us such approvals in the future. If Adobe does not grant us such licenses or approvals, if the Adobe
licenses are terminated, or if our relationship with Adobe is otherwise materially impaired, we would likely be
unable to sell products that incorporate Adobe PostScript® or other Adobe software. Our financial condition and
results of operations would be significantly harmed.
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We depend on a limited group of suppliers for key components in our products. The loss of any of these
suppliers, the inability of any of these suppliers to meet our requirements, or delays or shortages of supply
of these components could adversely affect our business.

Certain components necessary for the manufacture of our products are obtained from a sole supplier or a limited
group of suppliers. These include processors from Intel and other related semiconductor components, inkjet print
heads for our wide and super-wide format printers, and ink. We generally do not maintain long-term agreements
with our component suppliers and conduct business with such suppliers solely on a purchase order basis. If we
are unable to continue to procure these sole-sourced components from our current suppliers in the required
quantities, we will have to qualify other sources, if possible, or design our products so that they no longer require
these components. S :

These suppliers may be concentrated within similar industries or geographic locations, which could potentially
exacerbate these risks. We cannot provide assurance that other sources of these components exist or will be
willing to supply us on reasonable terms or at all, or that we will be able to design around these components. Any
unavailability, delays, or shortages of supply of these components or any inability of our suppliers to meet our
requirements could harm our business. Because the purchase of certain key components involves long lead times,
in the event of unanticipated volatility in demand for our products, we have in the past been, and may in the
future be, unable to manufacture certain products in a quantity sufficient to meet demand. Further, as has
occurred in the past, in the event that anticipated demand does not materialize, we may hold excess quantities of
inventory that could become obsolete. To meet projected demand, we maintain an inventory of components for
which we are dependent on sole or limited source suppliers and components with prices that fluctuate
significantly. As a result, we are subject to risk of inventory obsolescence, which could adversely affect our
operating results and financial condition.

Market prices and availability of certain components, particularly memory and Intel-designed cbmporients; which
collectively represent a substantial portion of the total manufactured cost of our products, have fluctuated
significantly in the past. Such fluctuations could have a material adverse effect on our operating results and
financial condition including reduced gross profit. :

We are dependent on a limited number of subcontractors, with whom we do not have long-term contracts,
to manufacture and deliver products to our customers. The loss of any of these subcontractors could
adversely affect our business.

We subcontract with other companies to manufacture our products and we generally do not have long-term
agreements with these subcontractors. We rely on the ability of our subcontractors to manufacture products to be
sold to our customers. While we closely monitor our subcontractors’ performance, we cannot assure you that
such subcontractors will continue to manufacture our products in a timely and effective manner. In the past, a
weakened economy led to the dissolution, bankruptcy, or consolidation of some of our subcontractors, decreasing
the available number of subcontractors. If the available number of subcontractors were to again decrease, it is
possible that we would not be able to secure appropriate subcontractors to fulfill our demand in a timely manner,
or at all, particularly if demand for our products increases.

The existence of fewer subcontractors may also reduce our negotiating leverage, thereby potentially resulting in
higher product costs. Difficulties experienced by our subcontractors, including financial problems and the
inability to make or ship our products or fix quality assurance problems, could harm our business, operating
results, and financial condition. If we decide to change subcontractors, we could experience delays in finding,
qualifying, and commencing business with new subcontractors, which would result in both delay in delivery of
our products and also potentially the cancellation of orders for our products.

Since 2009, a high concentration of Fiery controllers has been manufactured at a single subcontractor location,
Avnet in San Jose, California. Certain solvent ink is manufactured by Nazdar. Certain Inkjet product lines are
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manufactured by two subcontractors. Should our subcontractors experience any inability, or unwillingness, to
manufacture or deliver our products, then our business, financial condition, and operations could be harmed..
Since we generally do not maintain long-term agreements with our subcontractors, any of our subcontractors
could enter into agreements with our competitors that might restrict or prohibit them from manufacturing our
products or could otherwise lead to an inability to fill our orders in a timely manner. In such event, we may not
be able to find suitable feplacement subcontractors, in which case our financial condition and operations would
likely be harmed.

We may face inci;eased risk of inventory obsolescence, excess, or shortages related to our supef-wide
format inkjet printers and ink.

We procure raw materials and internally manufacture our super-wide printers and ink products based on our sales
forecasts. If we do not accurately forecast demand for our products, we may end up with excess inventory, or we
may lose sales because we do not have the correct products available for sale. If we have excess printers, ink, or
other products, we may have to lower prices to stimulate demand. We may also run the risk that our inventory of
raw materials may become obsolete. Our ink products have a defined shelf life. If we do not sell the ink before
the end of its shelf life, it will no longer be sellable and will have to be written off. In addition, we have
experienced in the past and may continue to experience in the future, UV ink shortages occasioned by increased
demand that may require that we incur additional costs to respond to increased demand and overcome such
shortages.

If we are not able to hire and retain skilled employees, we may not be able to develop products, or meet
demand for our products, in a tlmely fashion.

We depend upon skilled employees, such as software and hardware engineers, quality assurance engineers, and
other technical professionals with specialized skills. We are headquartered in the Silicon Valley and additionally
have research and development offices in India. Competition in both locations has historically been intense
among companies hiring engineering and technical professionals. In times of professional labor imbalances, it
has in the past and is likely in the future, to be difficult to locate and hire qualified engineers and technical
professionals and for us to retain these people. There are many technology companies located near our corporate
offices in the Silicon Valley and our operations in India that may try to hire our employees.

Our VUTEK printers are manufactured at our Meredith, New Hampshire facility. Meredith is not located in a
major metropolitan area and we have encountered difficulties in hiring and retaining adequate skilled labor and
management. '

The movement of our stock price may also impact our ability to hire and retain employees. If we do not offer
competitive compensation, we may not be able to recruit or retain employees, which may have an adverse effect
on our ability to develop products in a timely fashion, which could harm our business, financial condition, and
operating results.

We offer a broad-based equity compensation plan based on granting stock options and restricted stock from
stockholder-approved plans to remain competitive in the labor market. Any difficulty in obtaining stockholder
approval of equity compensation plans could limit our ability to grant equity awards to employees in the future.
If we cannot offer equity awards when necessary to offer compensation competitive with those offered by other
companies seeking the same employees, it may be difficult to hire and retain skilled employees.

Our acquisitions in the APPS and Inkjet operatlng segments increased the possibility we will experience
additional bad debt expense. o

Our OEM customers in the Fiery operating segment are typically large profitable customers with little credit risk
to us. Our APPS and Inkjet businesses sell primarily via a direct sales force to a broader base of customers, many
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of whom are smaller and potentially less creditworthy. In addition, if we increase our percentage of revenue from
our Inkjet customers, many of whom are located overseas in many countries, it may be challenging to enforce our
legal rights should collection issues arise.

We sell our products to distributors and, with respect to some regions and products, dlrectly to end -users.
If we are unable to effectively manage a direct sales force, revenue could decline.

We have traditionally sold our Fiery products to our OEM customers, who in turn sold our products to end-users.
Our Fiery marketing is focused on manufacturers and distributors of the manufacturers’ equipment, not the
end-users of the product. We sell our professional printing applications and our inkjet printers and ink to both
distributors and directly to end-users. If we are unable to effectively manage a direct sales force and develop
marketing programs that reach end-users, we are likely to see a decline in revenue from those products.

Acquisitions may result in unanticipated accounting charges or otherwise adversely affect our results of
operations and result in difficulties assimilating and integrating operations, personnel, technologies,
products, and information systems of acquired companies or businesses.

We seek to develop new technologies and products from both internal and external sources. As part of this effort,
we have in the past made, and will likely continue to make, acquisitions of other companies or other companies’
assets.

Acquisitions involve numerous risks, such as:

» if we issue equity securities in connection with an acquisition, the issuance may be dilutive to our
existing stockholders; alternatively, acquisitions made entirely or partially for cash (such as our recent
acquisition of Radius) will reduce cash reserves;

« difficulties mtegratmg operations, employees, technologies, or products and the related diversion of
management time and effort to accomplish successful integration;

»  risks of entering markets in which we have l1tt1e or no prior experience, or entering markets where
competitors have stronger market positions;

¢ possible write-downs of impaired assets;

» . possible restructuring of head count or leased facilities;

¢  potential loss of key employees of the acquired company;

*  possible expense overruns;

an adverse reaction by customers, suppliers or partners of the acquired company or EFI;
»  the risk of changes in ratings by stock analysts; '

»  potential litigation surrounding transactions or the prior actions of the acquired company or any
administrative proceedings;

» . the inability to protect or secure technology rights; and
*  increased operating costs.

Mergers and acquisitions of companies are inherently risky. We cannot provide assurance that previous or future
acquisitions will be successful or will not harm our business, operating results, financial condition, or stock price.

We face risks relating to the potential impairment of goodwill and long-lived assets.

We complete a review of the carrying value of our assets annually and, based on a combination of factors, we
may be required to perform an interim analysis. During the fourth quarter of 2008, our market capitalization
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declined significantly as a result of declining worldwide economic conditions caused by the tightening of global
credit markets. Based on a combination of factors including the recent economic environment, the resulting
erosion in our market capitalization, and the degradation of our revenue forecast subsequent to the third quarter .
of 2008, we performed an interim impairment analysis during the fourth quarter of 2008. Based on the outcome
of the interim impairment analysis, we concluded that an impairment had occurred relating to the Inkjet reporting
unit resulting in a non-cash impairment charge of $111.9 million during the quarter related to goodwill and other
long-lived assets. Additional asset impairment charges of $0.7 and $3.2 million were recognized during 2010 and
2009, respectively, resulting primarily from equipment and non-cancellable purchase orders incurred relating to a
planned product that was cancelled, a facility closure, and the write-off of a private minority investment.
Additional goodwill impairment charges have not been required based on the results of the goodwill impairment
assessments completed during 2010 and 2009.

Given the uncertainty of the economic environment and its potential impact on our business, there can be no
assurance that our estimates and assumptions regarding the duration of the ongoing economic downturn, or the
period or strength of recovery, made for purposes of our goodwill impairment testing at December 31, 2010 will
prove to be accurate predictions of the future. If our assumptions regarding forecasted revenue or gross profit rates
are not achieved, we may be required to record additional goodwill impairment charges in future periods relating to
any of our reporting units, whether in connection with the next annual impairment testing in the fourth quarter of
2011 or prior to that, if any such change constitutes an interim triggering event. It is not possible to determine if any
such future impairment charge would resuit or, if it does, whether such charge would be material.

While impairment does not impact reported cash flows, it does result in a non-cash charge in the Consolidated
Statements of Operations and thus no assurance can be given that any future impairments would not affect our
financial performance and valuation of assets and, as a result, harm our business, operating results, financial
condition, or stock price.

We face risks from currency fluctuations.

Approximately $210.3 (42%), $171.8 (43%), and $262.5 (47%) million of our revenue for the years ended
December 31, 2010, 2009, and 2008, respectively, shipped to locations outside the Americas, primarily to
Europe, Middle East and Africa (‘EMEA”) and Japan. We expect that sales shipped outside the Americas will
continue to represent a significant portion of total revenue. The majority of our revenue is invoiced in U.S.
dollars. :

Given the significance of non-U.S. sales to our total revenue, we face a continuing risk from the fluctuation of
the U.S. dollar versus foreign currencies. When we invoice our customers in their respective local currencies, our
cash flows and earnings are exposed to fluctuations in interest rates and foreign currency exchange rates between
the invoiced currency and the U.S. dollar.

We have a substantial number of international employees, resulting in material operating costs denominated in
foreign currencies. Changes in exchange rates, and in particular a weakening of the U.S. dollar, may adversely
affect our consolidated operating expenses and operating income (loss) as expressed in U.S. dollars. We have
attempted to limit these exposures through operational strategies where we have considered it appropriate in the
past, although no hedging activities occurred prior to 2009. The notional amount of our cash flow hedge of our
operating expense exposure in Indian rupees was $2.5 million at December 31, 2010.

Our efforts to reduce risk from our international operations and from fluctuations in foreign currencies or interest
rates may not be successful, which could harm our financial condition and operating results.

We face risks from our international operations.

We are subject to certain risks because of our international operations. Changes to and compliance with a variety
of foreign laws and regulations may increase our cost of doing business. Our inability or failure to obtain
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required approvals could harm our international and domestic sales. Trade legislation in either the U.S. or other
countries, such as a change in the current tariff structures, export compliance laws, or other trade policies, could
adversely affect our ability to sell or manufacture in international markets. Some of our sales to international
customers are made under export licenses that must be obtained from the U.S. Department of Commerce
(“DOC”):and-certain. transactions require prior approval of the DOC or other governmental agencies. Changes in
governmental regulation and our inability or failure to obtain required approvals, permits, or registrations could
harm our international and domestic sales and adversely affect our revenue, business, and operations. Any
violations could result in fines and penalties, including prohibiting us from exporting our products to one or more
countries, and could materially and adversely affect our business.

Local laws and customs in many countries differ significantly from those in-the U.S. We incur additional legal
compliance costs associated with our international operations and could become subject to legal penalties in
foreign countries if we do not comply with local laws and regulations, which may be substantially different from
those in the U:S. In many foreign countries, particularly those with developing economies, it may be common to
engage in business practices that are prohibited by U.S. regulations such as the Foreign Corrupt Practices Act.
Althbugh we implement policies and procedures-designed to ensure compliance with these laws, there can be no
assurance that all of our employees, contractors, and agents, as well as companies to which we outsource
business operatlons 1nclud1ng those based in or from countries where practices that violate such U.S. laws may
be ‘customary, will not take actions in violation of our policies. Any such v1olat10n even 1f prohibited by our
policies, could have a material adverse effect on our business.

Other risks include n;itural disasters and political or economic conditions in a specific country or region. In
addition, many countries in which we derive revenue do not have comprehensive and highly developed legal
systems, particularly with respect to the protection of intellectual property rights, which, among other things, can
result in a prevalence of infringing products and counterfeit goods in certain countries, which could harm our
business and reputation.

We may ‘be unable to adequately protect our proprietary information and may incur expenses to defend
our proprletary information.

We rely on a combination of copyright, -patent, trademark, and trade secret protection, nondisclosure agreements,
licensing, and cross-licensing arrangements to establish, maintain, and protect our intellectual property rights, all
of which afford only limited protection. We have patents and pending patent applications in the U.S. and various
foreign countries. There can be no assurance that patents will issue from our pending applications or from any
future applications, or that; if issued, any claims allowed will be sufficiently broad to protect our technology.
Any failure to adequately protect our proprietary information could harm our fihancial condition and operating
results. We cannot be certain that any patents that have been, or may in the future be issued to us, or which we
license from third parties, or any other proprietary rights will not be challenged invalidated, or circumvented. In
addition, we cannot bé certain that any rights granted to us under any patents hcenses or other proprietary ughts
will pr0v1de adequate protectlon of our proprietary 1nf0rmat10n o '

As different areas of our business change or mature, from time to time we evaluate our patent portfolio and
decide to either pursue or not 'pursue specific patents and patent applications related to such areas. Choosing not
to pursue certain patents, patentable applications, and failing to file applications for potentially patentable
inventions, may harm our business by, among other things, enabling our competitors to more effectively compete
with us, reducing potential claims we can bring against third parties for patent infringement and 1in1iting our
potential defenses to intellectual property claims brought by third parties.

Litigation has been, and may continue to be, necessary to defend and enforce our proprietary rights. Such
litigation, whether or not concluded successfully, could involve significant expense and the diversion of our
attention and other resources, which could harm our financial condition and operating results. . _

22



We face risks from third party claims of infringement and potential litigation.

Third parties have claimed in the past, and may claim in the future, that our products infringe, or may infringe,
their proprietary rights. Such claims have resulted in lengthy and expensive litigation in the past and could have a
similar result in the future. Such claims and any related litigation, whether or not we are successful in the
litigation, could result in substantial costs and diversion of our resources, which could harm our financial )
condition and operating results. Although we may seek licenses from third parties covering intellectual property
that we are allegedly infringing, we cannot assure you that any such licenses could be obtained on acceptable -
terms, if at all.

We may be subject to environmental-related liabilities due to our use of hazardous materials and solvents.

Our business operations involve the use of certain hazardous materials at three separate locations. At these
facilities, we manufacture and/or store ink used in some of our printers with solvents and other hazardous
materials. Those materials are subject to various governmental regulations relating to their transfer, handling,
packaging, use, and disposal. We store ink at warehouses worldwide, including Europe and the U.S., and
shipping companies ship it at our direction. We face potential liability for problems such as large spills or fires
that may arise at ink manufacturing locations. While we customarily obtain insurance coverage typical for this
kind of risk, such insurance may not be sufficient. If we fail to comply with these laws or an accident involving
our ink waste or chemicals occurs, or if our insurance coverage is not sufficient, then our business and financial
results could be harmed. We continue to monitor environmental compliance regulations to ensure that our
products are made fully compliant prior to the implementation of any potential new requirements. However, new
unforeseen legislation could require us to reengineer our products, complete costly analyses, or perform supplier
surveys, which could harm our business and negatively impact our financial results. We could also incur
additional costs and liabilities in connection with non-compliant product recalls, regulatory fines, and exclusion
of non-compliant products from certain markets. -

Future sales of our hardware products could be limited if we don’t comply with current and future
environmental/chemical content regulation in electrical and electronic equipment:

We believe that our products are currently compliant with RoHS, WEEE, REACH, and other regulations for the
European Union as well as with China RoHS, and other applicable international, U.S., state, and local ’
environmental regulations. We continue to monitor environmental compliance regulations to ensure that our
products are made fully compliant prior to the implementation of any potential hew requirements. However, new
unforeséen legislation could require us to reengineer our products, complete costly analyses, or perform supplier”
surveys, which-could harm our business and negatively impact our financial results. We could also incur
additional costs, sanctions, and liabilities in connection with non-compliant product recalls, regulatory fines, and
exclusion of non-compliant products from certain markets.

Our products may contain defects, which are not discovered until after shipping, which could subject us to
warranty claims in excess of our warranty reserves.

Our products consist of hardware and software developed by ourselves and others, which may contain undetected
errors. We have in the past discovered software and hardware errors in certain of our products after their
introduction, resulting in warranty expense and other expenses incurred in connection with rectifying such errors
or, in certain circumstances, replacing the defective product, which may damage our relationship with our
custorners. Errors could be found in new versions of our products after commencement of commercial shipment
and any such errors could result in a loss or delay in market acceptance of such products and thus harm our
reputation and revenue. Errors in our products (including errors in licensed third party software) detected prior to
new product releases could result in delays in the introduction of new products and the incurrence of additional
expense, which could harm our operating results. We generally provide a twelve month warranty from date of
shipment for certain Fiery controller and Inkjet printer preducts, which may cover both parts and labor. Our
standard warranties contain liraits on damages and exclusions, including but not limited to alteration,
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modification, misuse, mishandling, storage, or operation in improper environments. While we record an accrual
for estimated warranty costs when estimable and probable, based on historical experience, we may incur
additional costs of revenue and operating expenses if our warranty provision does not reflect the actual cost of
resolving issues related to defects in our products or if our liability limitations are declared enforceable, which
could harm our business, financial condition, and operating results.

Actual or perceived security vulnerabilities in our products could adversely affect our revenue.

Maintaining the security of our software and hardware products is an issue of critical importance to our
customers and for us. There are individuals and groups who develop and deploy viruses, worms, and other
malicious software programs that could attack our products. Although we take preventative measures to protect
our products, and we have a response team that is notified of high risk malicious events, these procedures may
not be sufficient to mitigate damage to our products. Actual or perceived security vulnerabilities in our products
could lead some customers to seek to return products, reduce or delay future purchases, or purchase competitive
products. Customers may also increase their expenditures to protect their computer systems from attack, which
could delay or reduce purchases of our products. Any of these actions or responses by customers could adversely
affect our revenue. '

System failures, or system unavailability, could harm our business.

We rely on our network infrastructure, internal technology systems, and internal and external websites for our
development, marketing, operational, support, and sales activities. Our hardware and software systems related to
such activities are subject to damage from malicious code released into the public Internet through vulnerabilities
in popular software programs. These systems are also subject to acts of vandalism and to potential disruption by
actions or inactions of third parties. Any event that causes failures or interruption in our hardware or software
systems could harm our business, financial condition, and operating results.

The location and concentration of our facilities subjects us to risk of earthquakes, floods, or other natural
disasters.

Our corporate headquarters, including most of our research and development facilities, are located in the San
Francisco Bay Area, which is known for seismic activity. This area has also experienced flooding in the past.
Many of the components necessary for our products are purchased from suppliers based in areas including the
San Francisco Bay Area, Taiwan, and Japan.and are therefore subject to risk from natural disasters. A significant
natural disaster, such as an earthquake, flood, tsunami, hurricane, typhoon, or other business interruptions due,
for example, to power shortages and other interruptions could harm our business, financial condition, and
operating results.

We are subject to numerous federal and state employment laws and may face claims in the future under
such laws.

We are subject to numerous federal and state employment laws and from time to time we face claims by our
employees and former employees under such laws. Although there are no pending or threatened claims under
wage and hour laws against us, we cannot assure you that claims under such laws or other employment-related
laws will not be made in the future against us, nor can we predict the likely impact of any such claims on us, or
that, if asserted, we would be able to successfully resolve any such claims without incurring significant expense.

We may be subject to risk of loss due to fire because certain materials we use in our ink manufacturing
process are flammable. ‘

We use flammable materials in the ink manufacturing process and may, therefore, be subject to a risk of loss
resulting from fire. The risk of fire associated with these materials cannot be completely eliminated. We own
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certain facilities that manufacture our ink, which increases our exposure to such risk if these facilities are
destroyed. We maintain insurance policies to cover losses caused by fire, including business interruption
insurance. If one or-more of these facilities is damaged or otherwise ceases operations as a result of fire, it would
reduce manufacturing capacity and, consequently, may reduce revenue and adversely affect our business.

The value of our investment portfolio is subjeét to interest rate volatility.

We have an investment portfolio of fixed income securities classified as available-for-sale securities. As a result,
our investment portfolio‘is subject to counterparty risk and volatility if market interest rates fluctuate. We attempt
to limit this exposure to interest rate risk by investing in securities with maturities of less than three years;
however, we may be unable to successfully limit our risk to interest rate fluctuations and this may cause volatility
in our investment portfolio value.

Our stock price has been volatile historically and may continue to be volatile.

The market price for our common stock has been and may continue to be volatile. During the twelve months
ended December 31, 2010, the price of our common stock as reported on The NASDAQ Global Select Market
ranged from a low of $9.18 to a high of $14.87. We expect our stock price to be subject to fluctuations as a result
of a variety of factors, including factors beyond our control. These factors include:

actual or anticipated variations in our quarterly or annual opefating results;

*  ability to complete stock repurchase programs;

. our failure to meet analyst expectations;

+  announcements of technological innovations or new prcducts or services by our competitors or by us;
*  announcements relating to strategic relationships, acquisitions, or investments;

*  announcements by our customers regarding their businesses or the products in which our products are
included;

*  changes in financial estimates or other statements by securities analysts;

*  terrorist attacks and the affects of military engagements or natural disasters;
. changes in the ratlng of our securities;

* commencement of htlgatlon or adverse results of pending litigation;

. changes in the financial performance and/or market valuations of other software and high technology
companies; and

*  changes in general economic conditions.

Because of this volatility, we may fail to meet the expectations of our stockholders or of securities analysts from
time to time and the trading prices of our securities could decline as a result. The stock market has experienced

significant price and volume fluctuations that have particularly affected the trading prices of equity securities of
many high technology companies, including the continuing uncertainty in our economy. These fluctuations have
often been unrelated or disproportionate to the operating performance of these companies. Any negative change

in the public’s perception of high technology companies could depress our stock price regardless of our operating
results.

Our stock repurchase program could affect our stock price and add volatility.

On February 9, 2011, our Board of Directors approved a $30 million stock repurchase program. Any repurchases
pursuant to our stock repurchase program could affect our stock price and add volatility. There can be no
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assurance that repurchases will be made at the best possible price. Potential risks and uncertainties also include,
but are not necessarily limited to, the amount and timing of future stock repurchases and the origin of funds used
for such repurchases. The existence of a stock repurchase program could also cause our stock price to be higher
than it would be in the absence of such a program and could potentially reduce the market liquidity for our stock.
Depending on market conditions and other factors, these repurchases may be commenced or suspended from
time to time. Any such suspension could cause the market price of our stock to decline.

Under regulations requii‘ed by t‘hé Sarbanes-Oxley Act of 2002, our internal controls over financial
reporting may be deemed to be ineffective and this could have a negative impact on our stock price.

Section 404 of the Sarbanes-Oxley Act of 2002 requires that we establish and maintain an adequate internal
control structure and procedures for financial reporting and assess on an ongoing basis the design and operating
effectiveness of our internal control structure and procedures for financial reporting. Although no known material
weaknesses are believed to exist at this time, it is possible that material, weaknesses could be identified. If we are
unable to remediate the weaknesses, our management would be required to conclude and disclose that our
internal controls over financial reporting were not effective. In addition to their inherent limitations, internal
controls over financial reporting may not prevent or detect misstatements, errors,vomi'ssions, or fraud.

A reduction in our net income as reported in our financial statements could increase the likelihood of
identifying a material weakness in our internal controls over financial reporting. ‘

The threshold for determining whether we have a material weakness in internal controls over financial reporting
as defined by the Sarbanes-Oxley Act of 2002 is, in part, based on our net income. Lowered net-income, with an
associated lowered materiality threshold, may increase our risk that internal control weaknesses may resultin a
material misstatement in the financial statements. B ‘ o

Our remaining synthetic lease arrangement may adversely affect our cash flow.

As of December 31, 2008, we were a party to two synthetic leases (the “301 Lease” and the “303 Lease”,
together “Leases”) covering our Foster City facilities located at 301"and 303 'Velocity Way, Foster City,
California. These leases provided a cost effective means of providing adequate office space for our corporate
offices. Both Leases were scheduled to expire in July 2014. The Leases included an option to purchase the
facilities for the amount expended by the lessor to purchase the facilities. We exercised our purchase option in
January 2009 with respect to the 301 Lease in conjunction with the sale of building and land for $137.3 million.
The property sold included approximately thirty acres of land and the 163,000 square foot office building located
on the land at 301 Velocity Way, Foster City, California, and certain other assets related to'the property.

We guaranteed to the lessor a residual value associated with the buildings equal to 82% of their funding of the
respective Leases. Under the financial covenants, we must maintain a minimum net worth and a minimum
tangible net worth as of the end of each quarter. There is an additional covenant regarding mergers. We are fiable*
to the lessor for the financed amount of the buildings if we default on our covenants. Since we exercised our-
purchase option with respect to the.301 Lease, our exposure under our remaining synthetic leage arrangement is
$56.9 million as of December 31, 2010. We were in compliance with all such financial and merger-related
covenants as of December 31, 2010.

Our remaining synthetic lease arrangement with respect to the 303 Lease could have significant negative
consequences. For example, it could:

«  increase our vulnerability to general adverse economic and industry conditions, as we are required to
maintain compliance with financial covenants regardless of external conditions;

«  limit our ability to obtain additional financing due to covenants and the existing leverage;
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* - require the dedication of funds to comply with the financial covenants, thereby reducing the
availability of cash and/or ability to obtain financing to fund-our growth strategy, Workmg capltal
L cap1ta1 expendltures -and other general corporate .purposes; and ,

e limit our flexibility in planning for, or reactlng to, changes in our busmess and our industry by
restricting funds available to address such changes; and place us at a competitive disadvantage relative
to our competitors.

Our profitability may be affected by unanticipated changes in our tax provisions, the adoption of new U.S,
tax legislation, or exposure to additional income tax liabilities.

We are subject to income taxes in the U.S. and many foreign countries. The amounts we charge for intercompany
transactions can impact our tax liabilities. We are potentially subject to tax-audits in various countries and tax
authorities may disagree with our intercompany charges or other matters and assess additional taxes. We
regularly review the likely outcomes of these audits to determine whether our tax provisions are sufficient.
However, there can be no assurance that we. will accurately predict the outcomes of these audits, and the final
assessments of these audits can have a material impact on our net income. In addition, our effective tax rate in the
future may be impacted by 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 new information discovered during
the preparation of our tax returns. In addition, U.S. tax legislative proposals could adversely affect our effective
tax rate, if enacted. Any of these changes could negatively impact our net income.

We make estimates and assumptions in connection with the preparation of our consolidated financial
statements. Any changes to those estlmates and assumptions could adversely affect our results of
operations. = ol ,

In connection with the preparation of our consolidated financial statements, we use certain estimates and
assumptions based on historical experience and other factors. Our most critical accounting estimates are
described in “Critical Accounting Policies” within “Management’s Discussion and Analysis of Financial
‘Condition and Results of Operations”. We make certain estimates, including decisions related to provisions for
legal proceedings, revenue recognition, inventory obsolescence, uncollectible receivables, warranty exposures,
stock-based compensation, restructuring reserves, Valuatlon of acquired businesses, goodwill and asset
impairment assessment, and other contingencies. While we believe that these estimates and assumptions are
reasonable under the mrcumstances they are subject to significant uncertainties, some of which are beyond our
control. Should any of these estimates and assumptions change or prove to have been incorrect, it could adversely
affect our results of operations. : ‘

Certain provisions contained in our amended and restated certificate of incorporation and our amended
and restated bylaws and under Delaware law could delay or impair a change in control.

Certain provisions in our amended and restated certificate of i incorporation and amended and restated bylaws
could have the effect of rendering more difficult or discouraging an acquisition of the Company deemed
undesirable by our Board of Directors. Our amended and restated certificate of i incorporation allows the Board of
Directors to issue preferred stock, which may include powers, preferences, privileges, and other rights superior to
our common stock, and which could limit our stockholders’ ability to transfer their shares and may affect the -
price they are able to obtain. Our amended and restated bylaws do not allow stockholders to call special meetings
and include, among other things, procedures for advance notification of stockholder nominations and proposals,
which may have the effect of delaying or impairing attempts by our stockholders to remove or replace
management, to commence proxy contests, or to effect changes in control or hostile takeovers of the

Company. In addition, as a Delaware corporation, we are subject to Delaware law, including Section 203 of the
Delaware General Corporation Law, which imposes restrictions on certain transactions between a corporation
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and certain significant stockholders. These provisions could also have the effect of delaying or impairing the removal
or replacement of management, proxy contests, or changes in control. Any provision of our amended and restated
certificate of incorporation and amended and restated bylaws that has the effect of delaying or impairing a change in
control of the Company could limit the opportunity for our stockholders to receive a premium for their shares of our
common stock and could also affect the price that certain investors may be willing to pay for our common stock.

Item 1B: Unresolved Staff Comments

None.

Item 2: Properties

As of December 31, 2010 we owned or leased a total of apprdximately 0.9 million square feet worldwide. The
following table sets forth the location, size, and use of our principal facilities (square footage in thousands):

Square Percent ‘Leased or  Operating
Location footage Utilized owned Segment  Principal uses
Foster City, California ' ' Corporate offices, design and engineering,
(303 Velocity Way) ........ 295 100% Leased* Corporate product testing, sales, customer service
Meredith, New Hampshiré ..... S 163 100%  Owned Inkjet Manufacturing (VUTEK printers), design and
) engineering, sales, customer service

Bangalore, India ............. 145%%%* 100%  Leased All Design and engineering, sales, administrative
services

Ypsilanti, Michigan ....... e 70 100% Leased - . Inkjet Manufacturing (ink), design and engineering,

, : , sales, customer service .

Norcross, Georgia . ........... 52 100% Leased APPS Design and engineering

Minneapolis, Minnesota. . ...... 44 100% Owned  APPS Design and engineering, customer service,
software engineering

Scottsdale, Arizona . .......... 29 58%%**  Leased APPS Administrative services, customer service

Ratingen, Germany ... ......... 27 100% . Leased Fiery Software engineering, sales, customer service

Pittsburgh; Pennsylvania ...... 18 100% “Leased APPS Software engineeting, sales

Brussels, Belgium . ........... 17 100% Leased Inkjet Sales, customer service

Schiphol-Rijk, The - European corporate offices, sales, support

Netherlands . . . . .. e 17 100% Leased Inkjet services

Parsippany, New Jersey ....... 12 69%**  Leased APPS Design and engineering .

Lebanon, New Hampshire . .. .. 9 100% Leased APPS Software engineering

Jacksonville, Florida . .. ....... 8 100% Leased APPS Software engineering

San Jose, California .......... 6 100% . Leased Inkjet Manufacturing (Rastek printers), design and
engineering, customer service

Dronfield, United Kingdom . . .. 5 100% - Leased Inkjet Software engineering, sales, customer service

*  We have an option to purchase this facility during or at the end of the lease term for the amount expended by the
Jessor to purchase the facility. Please see Note 8—Commitment and Contingencies of the Notes to Consolidated
Financial Statements.

**  Non-utilized square footage has been fully reserved.

#xx Cyrrently occupying two facilities as part of our transition into a new facility in 2011.

We lease eight additional domestic and international regional operations and sales offices, excluding facilities that have

been fully reserved. We believe that our facilities, in general, are adequate for our present needs. We do not expect that
we would experience difficulties in obtaining additional space at fair market rates, if the need arose.
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Item 3: Legal Proceedings
Legal Proceedings '

We may be involved, from time to time, in a variety of claims, lawsuits, investigations, and proceedings relating
1o contractual disputes, securities laws, intellectual property rights, employment matters, and other litigation
matters relating to various claims that arise in the normal course of business. We determine whether an
estimated loss from a contingency should be accrued by assessing whether a loss is deemed probable and can be
reasonably estimated. We assess our potential liability by analyzing specific litigation and regulatory matters
using available information. We develop our views on estimated losses in consultation with inside and outside
counsel, which involves a subjective analysis of potential results and outcomes, assuming various combinations
of appropriate litigation and settlement strategies. Because of the uncertainties related to both the amount and
ranges of possible loss from pending litigation matters, we are unable to predict with certainty the precise
liability that could finally result from a range of possible unfavorable outcomes. Taking all of the above factors
into account, we reserve an amount that we could reasonably expect to pay for the cases discussed. However, our
estimates may be incorrect and we could pay more or less than our current accrual. Litigation can be costly,
diverting management’s attention and could, upon resolution, have a material adverse effect on our business,
results of operations, financial condition, and cash flow.

As of December 31, 2010, we were subject to the various claims, lawsuits, investigations, or proceedings
discussed below, as well as certain other legal proceedings that have arisen in the ordinary course of business.

Durst Fototechnik Technology GmbH (“Durst”) v. Electronics for Imaging GmbH (“EFI GmbH”) and
EFI, et al.:

On February 23, 2007, Durst brought an action to enforce a utility model registration patent right against EFI
GmbH in the Mannheim District Court in Germany. On May 10, 2007, EFI GmbH filed its Statement of
Defenses. These defenses include lack of Jurisdiction, non-infringement, invalidity, and unenforceability based
on Durst’s improper actions before the German patent office. EFI filed its Statement of Defense on August 29,
2007. EFI’s defenses include those for EFI GmbH, as well as an additional defense for prior use based on EFI’s
own European patent rights. The Mannheim court conducted a trial on November 30, 2008, and, following a
recess to receive additional expert testimony, finished the trial on August 28, 2009.

In a subsequent decision, the Manheim court invalidated Durst’s utility model registration patent and dismissed
Durst’s actions against EFI on February 26, 2010. Durst has appealed the decision and the appeal is currently
pending at the court of appeal in Karlsruhe, Germany.

N.V. Perfectproof Europe v. BEST GmbH

On December 31, 2001, N.V. Perfectproof Europe (“Perfectproof”) filed a complaint against BEST GmbH,
currently Electronics for Imaging, GmbH (“BEST”) in the Tribunal de Commerce of Brussels, Belgium (the
“Commercial Court”), alleging unlawful unilateral termination of an alleged “exclusive” distribution agreement
and claiming damages of approximately EUR 599,946 for such termination and additional damages of EUR
247,894, or a total of approximately $1.1 million. In a Jjudgment issued by the Commercial Court on June 24,
2002, the court declared that the distribution agreement was not “exclusive” and challenged its jurisdiction over
the claim. Perfectproof appealed the judgment, and by decision dated November 30, 2004, the Court d’Appel of
Brussels (the “Court of Appeal”) rejected the appeal and sent the case back to the Commercial Court.
Subsequently, by judgment dated November 17, 2009, the Commercial Court dismissed the action for lack of
jurisdiction of Belgian courts over the claim. On March 25, 2009, Pefectproof appealed to the Court of

Appeal. On November 16, 2010, the Court of Appeal declared, among other things, that the Commercial Court
was competent to hear the case and that the agreement between BEST and Perfectproof should be analyzed as an
“exclusive” distribution agreement and as such, was subject to reasonable notice prior to termination. The court
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further determined that Perfectproof is entitled to damages, for lack of receiving such notice, and appointed an
expert to determine the amount of damages within the court’s guidelines. While the determination of damages by
the expert is in process, BEST intends to appeal the decision of the Court of Appeal to the Cour de cassation (the
Supreme Court) of Brussels. . :

Item 4: Reserved
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PART II

Item 5: Market for Registrant’s Common Equity, Related Stockholder Matters and
Issuer Purchases of Equity Securities

Our common stock has traded on The NASDAQ Global Select Market (formerly The NASDAQ National
Market) under the symbol EFII since October 2, 1992. The table below lists the high and low sales price during
each quarter the stock was traded in 2010 and 2009.

2010 2009
Q1 Q2 Q3 Q4 Q1 Q2 W - v
High ... $13.61 $14.86 $1220 $14.87 $1040 $12.00 $12.93 $13.15
Low ... $1125 $922 $9.18 $1195 $775 $ 881 $10.18 $11.10

As of February 25, 2011 there were 153 stockholders of record, which does not include a substantially greater
number of “street name” holders or beneficial holders of our common stock, whose shares are held of record by
banks, brokers, and other financial institutions. ’ :

We did not declare or pay cash dividends on our common stock in either 2010 or 2009. We currently anticipate
that we will retain all available funds for the operation of our business and do not plan to pay any cash dividends
in the foreseeable future.

Equity Compensation Plan Information

Information regarding our equity compensation plans may be found in Item 12 of this Annual Report on
Form 10-K and is incorporated herein by reference.

Repurchases of Equity Securities

Repurchases of equity securities during the twelve months ended December 31, 2010 were as follows (in
thousands except per share amounts):

Total Approximate
number of dollar value
shares of shares
Average purchased that may yet
Total price as part of be B
number of paid publicly purchased
shares per announced under the
Fiscal month purchased® share plans plans
Janwary 2010 ..................... 4 $11.86 — $ —
February 2010 .................... 51 - 11.80 — —
March 2010 ...................... 72 11.99 — —
April 2010 ......... ... ... .. ... 1 11.90 — —
May2010 ....................... . 7 12.64 — —
June2010 ... ........ ... ... . ... —_— — — —
July 2010 ... . — — — —
August2010 ........... ... ... ..... 64 1091 — —
September 2010 ................. .. | S 11.35 — —
October 2010 ............ e — — — —
November 2010 ............ TR 7 -13.09 — —
December 2010 ................... 36 14.65 — —
Total ...t 243 — $ —

(" Represents shares purchased from employees to satisfy tax withholding obligations that arose on the vesting
of restricted stock units (“RSUs”).
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Comparison of Cumulative Total Return among Electronics For Imaging, Inc., NASDAQ Composite, and
NASDAQ Computer Manufacturers Index

The stock price performance graph below includes information required by the SEC and shall not be deemed
incorporated by reference by any general statement incorporating by reference in this Annual Report on Form
10-K into any filing under the Securities Act or under the Exchange Act, except to the extent the Company
specifically incorporates this information by reference, and shall not otherwise be deemed soliciting material or
filed under the Securities Act or the Exchange Act, or subject to the liabilities of Section 18 of the Exchange Act.

The following graph compares cumulative total returns based upon an initial investment of $100 in the
Company’s common stock to the NASDAQ Composite and the NASDAQ Computer Manufacturers Index. The
stock price performance shown on the graph below is not indicative of future price performance and only reflects

the Company’s relative stock price for the five-year period ending on December 31, 2010. All values assume
reinvestment o_f dividends and are calculated at December 31 of each year.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*

Among Electronics For Imaging, Inc., The NASDAQ Composite Index
And the N_ASDAQ Computer Manufacturers Index

$250 W
$200 A el
$150 A
$1OQ

$50

$0 - ' ' ' '
12/05 12/06 12/07 12/08 12/09 12/10

—+H— Electronics For Imaging, Inc. — A — NASDAQ Composite

---®--- NASDAQ Computer Manufacturers

* $100 invested on 12/31/05 in stock or index, including reinvestment of dividends.
Fiscal year ending December 31.
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Item 6: Selected Financial Data

The following table summarizes selected consolidated financial data as of and for the five years ended

December 31, 2010. This information should be read in conjunction with Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and the audited consolidated financial statements and
related notes thereto. For a more detailed description, see Part I1, Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations.”

For the years ended December 31,

(in thousands, except per share amounts) . 2010 2009 2008 - 2007 : 2006
Operations®) B

Revenue................................. $504,007 $401,108 $ 560,380 $ 620,586 $ 564,611
Gross profit® ... .. ... .. ... 267,685 = 211,483 317,417 361,147 335,170
Income (loss) from operations®® ... ... ... .. (1,630) (67,017) (145,015) 2,231) . 15,561
Net income (loss)@®® . . . ... ... ... $ 7487 $ (2,171) $(113,444) $ 26,843 $ (183)
Earnings per share '

Net income. (loss) per basic common share ..... $ 016 $ (0.04) $ (2.16) $ 047 § (0.00)
Net income (loss) per diluted common share .... $ 0.16 $ 0.04) $  (2.16) $ 044 % (0.00)
Shares used in baéic per-share calculation . ..... 45,387 49,682 52,553 . 56,679 56,559

Shares used in diluted per-share calculation . . . . . 47,152 49,682 52,553 68,102 56,559

Financial Positioh
Cash, cash equivalents, and short-term

investments ................... ... ... .. $229,663 $204,201 $ 189,351 $ 499,852 $ 510,171
Working capital ........................... 265,250 246,652 293,830 270,677 261,774
Total assets ...............oouureoi ... 706,581 661,181 751,948 1,157,739 1,144,651
Convertible senior debentures ............... — — — 240,000 240,000

Stockholders’ equity . ... ... e - 551,749 522426 601,218 743,996 751,578

@ Includes acquired company results of operations beginning on the date of acquisition. See Note 2—
Acquisitions of the Notes to Consolidated Financial Statements for a summary of recent acquisitions with
‘respect to the years ended December 31, 2010, 2009, and 2008, -

@ Gross profit includes $2:3 million provision for excess solvent inventories and related end-of-life purchases
resulting from the accelerating transition from solvent to UV technology for the year ended December 31,
2010. 1 .

©®  Income (loss) from operations includes the following:

*  Stock-based compensation expense of $15.9, $18.6, $33.4, $24.5, and $23.7 million for the years ended
December 31, 2010, 2009, 2008, 2007, and 2006, respectively. We implemented ASC 718, Stock
Compensation, as of January 1, 2006. See Note 12—Employee Benefit Plans of the Notes to
Consolidated Financial Statements. ‘ -

*  Goodwill and long-lived asset impairment charges of $0.7, $3.2, and $111.9 million for the years ended
December 31, 2010, 2009, and 2008, respectively.

. Restructuring and other charges of $3.6, $9.0, $11.0, $1.5, and $1.0 million for the years ended
December 31, 2010, 2009, 2008, 2007, and 2006, respectively.

*  Acquisition-related costs of $1.2 million for the year ended December 31, 2010 in connection with our
acquisition of Radius consistent with the new accounting guidance with respect to business
combinations.
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e Acquired in-process research & development (“IPR&D”) costs of $2.7 and $8.5 million for the years
ended December 31, 2008 and 2006, respectively, were incurred in association with acquisitions that
closed prior to the new accounting guidance with respect to business combinations becoming effective.

@  Net income (loss) includes the following:

«  Benefit from the release of previously unrecognized tax-benefits of $8.7 million for the year ended
December 31, 2010 resulting from the expiration of U.S. federal and state statutes of limitations in
2010.

«  Gain on sale of building and land of $80 million for the year ended December 31,2009 resulting from
the sale of a portion of our Foster City, California campus in January 2009 for $137.3 million to
Gilead.

Item 7: Management’s Discussion and Analysis of Financial Condition and Results of
Operations

The following discussion and analysis should be read in conjunction with the audited consolidated financial
statements and related notes thereto included in this Annual Report on Form 10-K.

All assumptions, anticipations, expectations, and forecasts contained herein are forward-looking statements
within the meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act that involve risks
and uncertainties. Forward-looking statements include, among others, those statements including the words
“expects,” “anticipates,” “intends,” “believes,” and similar language. Our actual results could differ materially
from those discussed here. For a discussion of the factors that could impact our results, readers are referred to
Item 1A, “Risk Factors,” in Part I of this Annual Report on Form 10-K and to our other reports filed with the
SEC. We do not assume any obligation to update the forward-looking statements provided to reflect events that
oceur or circumstances that exist after the date on which they were made.

Overview
Key financial results for 2010 were as follows:

«  Our consolidated revenue increased by approximately 26%, or $102.9 million, from $401.1 million for’
the year ended December 31, 2009 to $504.0 million for the year ended December 31, 2010 consisting
of increased Fiery, Inkjet, and APPS revenue of $45.6, $47.9, and $9.4 million, rg:spectively.

+  Fiery revenue increased by 24% primarily due to strong demand for our digital color controllers in
the high-end production market. Recent new and refreshed OEM engine launches contributed to
the revenue increase.

+  Inkjet revenue increased by 30% primarily due to GS series printer sales and significantly
increased UV printer and ink sales. Coming out of the 2009 downturn, the transition from solvent
to UV printers has accelerated. UV ink and service part sales increased reflecting the high
utilization that our UV printers are experiencing in the field, partially offset by decreased solvent
printer installed base demand, also measured by solvent ink usage and service parts. Prior year
Inkjet revenue had decreased significantly due to tightened credit markets, which made it difficult
for our customers to obtain financing in 2009.

e APPS revenue increased by 19% due to revenue realized from our recently acquired Radius
packaging software, in addition to increased Pace and web-to-print revenue.

o Gross profits were 53% of revenue in 2010, which was comparable to the 2009 gross profit percentage.
Improving Inkjet gross profits due to fixed manufacturing costs being spread over higher Inkjet
revenue, higher selling prices for new products launched in 2010, and favorable product mix shift
toward higher margin printers, partially offset by the provision for excess solvent inventories and
related end-of-life purchases resulting from the accelerating transition from solvent to UV technology
and engineering design modifications to improve quality and reduce warranty exposure.
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*  Operating expenses as a percent of revenue decreased from 70% in 2009 to 53% in 2010 primarily due
to decreased amortization of identified intangibles, restructuring and other, and asset impairment.
Decreased intangible amortization resulted from full amortization of VUTEk existing technology in
2009, partially offset by increased intangible amortization in 2010 due to the Radius acquisition.
Restructuring and other and asset impairment decreased in 2010 as compared with 2009 primarily due
to higher personnel-related restructuring charges in 2009 and the write-off of equipment and
non-cancellable purchase orders incurred relating to a planned product that was cancelled in 2009.

*  Interest and other income (expense) decreased by $4.4 million primarily driven by realized and
unirealized foreign exchange losses in 2010 and decreased interest income on our investments, offset by
losses on equity method investments in 2009.

* * The $3.4 million foreign exchange fluctuation primarily resulted from recovery in the value of the
Euro and, to a lesser extent, from recovery in the value of the British pound during 2010.

*  Interest income on our investments decreased by $2.1 million in 2010 resulting from lower
investment balances and interest rates as we sold a substantial portion of our investment portfolio
during 2009 to generate cash for the repurchase of our common stock under the accelerated share
repurchase (“ASR”) during the first quarter of 2009 and the “modified Dutch auction” tender offer
during the fourth quarter of 2009.

*  Weincurred losses on equity method investments of $1.4 million in 2009.

¢ In 2010, we recorded a tax benefit of $9.1 million on a pre-tax operating loss of $1.6 million compared
« to a tax provision of $18.2 million recorded in 2009 on pre-tax operating income of $16.0 million. The
change from 2010 to 2009 primarily related to the benefit realized from the release of previously
unrecognized tax benefits resulting from the expiration of U.S. federal and state statutes of limitations
in 2010 compared to the charge related to the sale of building and land in 2009.

Results of Operations

The following table sets forth items in our consolidated statements of operations as a percentage of total revenue
for 2010, 2009, and 2008. These operating results are not necessarily indicative of results for any future period.

Years ended December 31,

2010 2009 2008
Revenue .......... .. 100%  100% 100%
Gross profit ... ... 53 53 57
Operating expenses:
Research and development .. .......................... 21 28 25
Sales and marketing ................ ... ..o, 21 25 21
General and administrative .. .......................... 8 9 8
Amortization of identified intangibles ................... 2 5 5
In-process research & development . .................... — — 1
Restructuring andother . .............................. 1 2 2
Goodwill and asset impairment . ....................... 0 1 20
Total operating €Xpenses . ...............oviiiinnennnnn... 53 70 82
Loss from operations . ..............ovuuuniiineein. (8)] a7 (25)
Interest and other income (expense), net ..................... ()] 1 2
Gain on sale of buildingandland . .......................... — 20 -
Income (loss) before income taxes ...............coccouun... (V)] 4 (23)
Benefit from (provision for) incometaxes .................... 2 ) 4
Net income (10SS) ... ovoveoine et e 2% (D% (19%



Revenue

We classify our revenue, gross profit, assets, and liabilities in accordance with our three operating segments as
follows: '

e  “Fiery” includes products, services, and technology, which transform digital copiers and printers into
high performance networked printing devices, and is made up of stand-alone and embedded controllers,
bundled solutions, and design-licensed solutions primarily for the office market and commercial
printing markets. This operating segment includes our Fiery series (external print servers and
embedded servers), Splash and MicroPress, color and black & white server products, software options
for Fiery products, including proofing and scanning solutions, and parts.

«  “Inkjet” consists of sales of super-wide and wide format inkjet printers, industrial inkjet printers, ink,
parts, and service revenue from the VUTEK, Jetrion, and Rastek businesses.

«  “APPS” consists of software technology focused on printing workflow, PMIS, e-commerce, and job

tracking tools.

Our revenue by operating ségment for the years ended December 31, 2010, 2009, and 2008 was as follows (in
thousands): :

Years ended December 31, % change
2010 2009
over over
2010 2009 2008 2009 2008
Fiery ............. e $238,621  47%$193,012  48% $289,065  52% 24% (33)%
Inkjet ... 207,654 41 159,732 40 219,959 39 30 (27)
APPS . 57,732 12 48364 12 51356 9 19 (6
Total TEVENUE . . ... .o veeeeneenee $504,007 100% $401,108  100% $560,380 100% 26% (28)%

Proofing software revenue previously reported in the APPS operating segment of $8.6 and $10.3 million for the
years ended December 31, 2009 and 2008, respectively, has been revised to conform to the year ended
December 31, 2010 presentation, reflecting the reclassification of proofing software from the APPS to the Fiery
operating segment. Total revenue for the years ended December 31, 2009 and 2008 has not changed.

Overview

Revenue was $504.0, $401.1, and $560.4 million for the years ended December 31, 2010, 2009, and 2008,
respectively, resulting in a 26% increase in 2010 compared with 2009 and a 28% decrease in 2009 compared
with 2008. The $102.9 million increase in 2010 compared with 2009 consisted of increased Fiery, Inkjet, and
APPS revenue of $45.6, $47.9, and $9.4 million, respectively. The $159.3 million decrease in 2009 compared
with 2008 cousisted of decreased Fiery, Inkjet, and APPS revenue of $96.1, $60.2, and $3.0 million, respectively.

Fiery Revenue

Fiery revenue increased by $45.6 million, or 24%, in 2010 compared with 2009, which was primarily driven by
strong demand for our digital color controllers in the high-end production market. Recent new and refreshed
OEM engine launches contributed to the revenue increase.

Fiery revenue declined by $96.1 million, or 33%, in 2009 compared with 2008, which was primarily driven by
reduced demand from our OEM customers due to a weak global economy in 2009, as well as OEM customers
reducing their inventory levels. The tightening global credit markets also contributed to the revenue decline as it
remained relatively more difficult for some of the customers of our OEMs to obtain financing.
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Inkjet Revenue

Inkjet revenue increased by $47.9 million, or 30%, in 2010 compared with 2009, primarily due to GS series
printer sales and significantly increased UV printer and ink sales. Coming out of the 2009 downturn, the
transition from solvent to UV printers has accelerated. UV ink and service part sales increased reflecting the high
utilization that our UV printers are experiencing in the field, partially offset by decreased solvent printer installed
base demand, also measured by solvent ink usage and service parts.

Inkjet revenue declined by $60.2 million, or 27%, in 2009 compared with 2008, primarily driven by a weak
global economy and tight credit markets as some of our customers were challenged in their attempts to obtain
financing to purchase our products. In addition, the softening of the retail sector and related demand for signs,
billboards, and point of purchase displays impacted our customers’ businesses and their demand for ink, which
resulted in a lower demand for our ink products beginning in the fourth quarter of 2008.

APPS Revenue

APPS revenue increased by $9.4 million, or 19% in 2010 compared with 2009 due to revenue realized from our
recently acquired Radius packaging software, in addition to increased Pace and web-to-print revenue.

APPS revenue declined by $3.0 million, or 6% in 2009 compared with 2008, which did not decline as
significantly on a percentage basis compared with our other operating segments due to the benefits realized from
the Pace acquisition, which closed during the third quarter of 2008, and the recurring portion of APPS revenue.
APPS recurring revenue includes subscription revenue and maintenance fees.

The APPS operating segment includes our PMIS software, including Monarch, Pace, PSI, Logic, PrintSmith and
PrintFlow; our web-based order entry and order management software; and Radius, our print management
packaging software. In July 2010, to establish our presence in the packaging industry, we acquired Golflane, a
U.K. private limited company, the parent holding company of Radius, a leading provider of PMIS

to the packaging industry. In 2008, we reorganized our PMIS product lines after the acquisition of Pace to better
leverage our investment in the APPS operating segment and concentrate our resources on fewer products. As a
result, we no longer sell PST and Logic to new customers and have reduced our investment in the development of
these products. We currently sell PrintSmith to small print-for-pay and small commercial print shops; Pace to
medium and large commercial print shops, display graphics providers, in-plant printing operations, and
government printing operations; Monarch to large commercial, publication, and digital print shops; and Radius to
the packaging industry.

Our revenue by geographic area for the years ended December 31, 2010, 2009, and 2008 was as follows (in
thousands):

For the years ended December 31, k % change
2010 2009
over - over
2010 2009 2008 _20_09 _2_@
Americas ............ ..., $293,747  58%$229,294  57%$297,896  53% 28% (23)%
EMEA ... . ... 149488 30 122,696 30 © 194,474 35 22% (37)
Japan ... .. L 41,853 8 35,041 9 52,048 9 19% (33)
Other international locations .............. 18,919 ___4 14,077 4 15,962 3 ﬁ% Q)
Totalrevenue . ......................... $504,007 @% $401,108 &Q% $560,380 @% E% (28)%

Revenue rebounded in 2010 across all regions and all operating segments within each region. The operating
segment geographic breakdown in 2010 remained comparable to 2009. Comparing 2010 to 2009, Americas,
EMEA, Japan, and other international location revenue increased by 28%, 22%, 19%, and 34%, respectively.
New Fiery and Inkjet product launches have mitigated the impact of the weak economic environment.
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Revenue declined in 2009 across all regions. In the individual regions, Fiery and Inkjet declined in the Americas
and EMEA, while Fiery declined in Japan. Americas revenue increased from 53% of total revenue in 2008 to
57% of total revenue in 2009 and EMEA revenue decreased from 35% of total revenue in 2008 to 30% of total
revenue in 2009, as a result of stronger sales in the Americas, as compared with EMEA, in 2009 as compared
with 2008.

Americas revenue decreased by 23% in 2009 compared to 2008, primarily due to weakness in Fiery sales caused
by reduced demand from our OEM customers due to the slow economy and weak Inkjet sales due to the tight
global credit markets and the decline in global marketing spending. Likewise, the soft retail sector and the related
demand impacted our customers’ businesses. EMEA revenue decreased 37% in 2009 compared to 2008 also due
to the slow economy and tight credit markets in Europe. Japan revenuve decreased 33% in 2009 compared to 2008
as a result of reduced Fiery demand. Other international location revenue decreased by 12% in 2009 compared to
2008 mainly driven by lower sales due to the impact of macro-economic conditions.

In the individual regions, Fiery revenue represented 41%, 49%, 90%, and 40% of 2010 revenue in the Americas,
EMEA, Japan and other international locations, respectively, compared with 42%, 48%, 91%, and 42% of 2009
revenue.

Inkjet revenue represented 41%, 48%, 9%, and 57% of 2010 revenue in the Americas, EMEA, Japan, and other
international locations, respectively, compared with 39%, 49%, 8%, and 55% of 2009 revenue.

APPS revenue represented 18%, 3%, 1%, and 3% of 2010 revenue in the Americas, EMEA, Japan, and other
international locations, respectively, compared with 18%, 3%, 1%, and 3% of 2009 revenue.

Within each geographic region, proofing software revenue previously reported in the APPS operating segment
for the year ended December 31, 2009 has been revised to conform to the year ended December 31, 2010
presentation, reflecting the reclassification of proofing software from the APPS to the Fiery operating segment.
Total revenue for the year ended December 31, 2009 has not changed.

Shipments-to some of our OEM customers are made to centralized purchasing and manufacturing locations,
which in turn ship to other locations, making it more difficult to obtain accurate geographical shipment data.
Accordingly, we believe that export sales of our products into each region may differ from what is reported. We
expect that sales outside of the U.S. will continue to represent a significant portion of our total revenue:

A substantial portion of our revenue over the years has been attributable to sales through our OEM customers and
independent distributor channels. Canon and Xerox each contributed over 10% of our revenue individually and
together accounted for approximately 27%, 26%, and 29% of our revenue for the years ended December 31,
2010, 2009, and 2008, respectively. Our dependency on our OEM customers has been decreasing, although the
OEM dependency percentage has leveled off in recent years. In 2010, 2009, and 2008, 57%, 57%, and 56%,
respectively, of revenue were from non-OEM sources. Over time, we expect the OEM percentage to continue to
decline. Because sales of our printer and copier-related products constitute a significant portion of our revenue
and there is a limited number of OEMs producing copiers and printers in sufficient volume to be attractive
customers for us, we expect that we will continue to depend on a relatively small number of OEM customers for
a significant portion of our controller revenue in future periods.

Our decreasing revenue reliance on our major OEM customers is attributable to the increase in the Inkjet and
APPS operating segments where most revenue is generated from sales to distributors and direct customers. No
assurance can be given that our relationships with these and other significant OEM customers will continue or
that we will be successful in increasing the number of our OEM customers or the size of our existing OEM
relationships. Several of our OEM customers have reduced their purchases from us at various times in the past
and any customer could do so in the future as there are no contractual obligations with mest of our OEMs to
purchase our products in significant amounts, or at all. Such reductions have occurred in the past and could in the
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future have a significant negative impact on our consolidated financial position and results of operations. We
expect that if we increase our revenue from Inkjet and APPS products, the percentage of our revenue that comes
from individual OEM customers will decrease.

We intend to continue to develop new products and technologies for each of our product lines including new
generations of server and controller products, super-wide and wide format printers, and other new product lines,
and to distribute those new products to or through current and new OEM customers, distributors, and end-users in
2011 and beyond. No assurance can be given that the introduction or market acceptance of current or future
products will be successful.

If sales of our products do not grow over time in absolute terms, or if we are not able to meet demand for higher
unit volumes, it could have a material adverse effect on our operating results. There can be no assurance that any
products that we introduce in the future will successfully compete, be accepted by the market, or otherwise
effectively replace the volume of revenue and/or income from our older products. Market acceptance of our
software products, products acquired through acquisitions, and other products cannot be assured. In addition, we
may experience loss of sales, unexpected costs, or adverse impact on relationships with customers or suppliers as
a result of acquisitions.

We also believe that in addition to the factors described above, price reductions for our products will affect
revenue in the future. We have previously reduced, and in the future will likely change, prices for our products.
Depending on the price elasticity of demand for our products, the pricing and quality of competitive products,
and other economic and competitive conditions, price changes have had, and may in the future have, an adverse
impact on our revenue and profit.

Gross Profit

Gross profit by operating segment, excluding stock-based compensation, for the years ended December 31, 2010,
2009, and 2008 was as follows (in thousands):

Year Ended
December 31, 2010
Stock-based
Compensation
Fiery Inkjet APPS Expense Total
Revenue ........... ... ... .. ... ... ...... $238,621 $207,654 $57,732 $— $504,007
Costofrevenue ............................. 77,402 139,533 18,403 984 236,322 -
Grossprofit ............... ... ... . ... ... .. $161,219 $ 68,121 $39,329 $(984) $267,685
Gross profit percentages ...................... 67.6% 328%  68.1% " 53.1%
Year Ended
December 31, 2009
Stock-based
Compensation
: Fiery Inkjet APPS Expense Total
Revenue . .................... .. ... . ..., $193,012 $159,732 $48,364 $ — $401,108
Cost of revenue . ... .. e 63,772 108,984 15,795 1,074 189,625
Grossprofit .............. ... . ... ... ...... $129,240 $ 50,748 $32,569 $(1,074)  $211,483
Gross profit percentages ............. PR 67.0% 31.8%  673% 52.7%
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Year Ended

December 31, 2008
Stock-based
Compensation

Fiery Inkjet APPS Expense Total
Revenue ... i $289,065 $219,959 $51,356 $ — $560,380
CostOf TEVENUE . . ..o i it e eieee e 91,687 130,282 = 18,523 2,471 242,963
Gross profit ........ ..o $197,378 $ 89,677 $32,833 $2.471)  $317.417
Gross profit percentages ...................... 68.3% 40.8% 639% 56.6%

Proofing software gross profit previously reported in the APPS operating segment of $7.7 and $9.0 million for
the years ended December 31, 2009 and 2008, respectively, hasbeen revised to conform to the year ended
December 31, 2010 presentation, reflecting the reclassification of proofing software from the APPS to the Fiery
operating segment. Total gross profit for the years ended December 31, 2009 and 2008 has not changed.

Overview

Our gross profit percentages were 53.1%, 52.7%, and 56.6% for the years ended 2010, 2009, and 2008,
respectively. All three operating segments contributed to the small increase in the gross profit percentage in
2010, as compared with 2009. The decrease in the gross profit percentage in 2009 of 52.7%, as compared with
56.6% in 2008, was primarily due to the reduced Inkjet gross profit percentage from 40.8% in 2008 to 31.8% in
20009.

Inkjet revenue was 41%, 40%, and 39% of total revenue in 2010, 2009, and 2008, respectively. Our Inkjet
operating segment is growing as a percentage of revenue, which decreases the overall gross profit percentage.
The Inkjet gross profit percentage is lower than each of the Fiery and APPS gross profit percentages. Our ink
sales represent a continuing revenue stream to existing customers that will increase if our Inkjet customers’
production increases. Ink margins are typically higher than overall Inkjet margins.

Fiery Gross Profit

The Fiery gross profit percentage increased from 67.0% in 2009 to 67.6% in 2010 primarily due to a mix shift
toward stand-alone servers as stand-alone servers have higher margins than embedded servers, along with costs
to launch new products.

The decrease in the Fiery gross profit percentage from 68.3% in 2008 to 67.0% in 2009 was primarily
mix-related as embedded servers have lower margins than stand alone servers, along with costs to launch new
products. Fiery revenue decreased as a percentage of total revenue from 52% in 2008 to 48% in 2009.

Inkjet Gross Profit

The Inkjet gross profit percentage increased from 31.8% in 2009 to 32.8% in 2010. Improving Inkjet gross profit
due to fixed manufacturing costs spread over higher Inkjet revenue, higher selling prices for new products
Jaunched in 2010, and favorable product mix shift toward higher margin printers, partially offset by the $2.3
million provision for excess solvent inventories and related end-of-life purchases resulting from the accelerating
transition from solvent to UV technology and engineering design modifications to improve quality and reduce
warranty exposure.

The decrease in the Inkjet gross profit percentage from 40.8% in 2008 to 31.8% in 2009 resulted from relatively
fixed manufacturing costs spread over lower revenue and, to a lesser extent, costs associated with the
consolidation of our ink production into a single facility to streamline the production process and reduce ink
production costs. Inkjet fixed manufacturing costs decreased as compared with the prior year, but not by enough
to offset the revenue decline.
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APPS Gross Profit

The increase in the APPS gross profit percentage from 67.3% in 2009 to 68.1% in 2010 was primarily due to
increased revenue. APPS revenue was 12% of total revenue in 2010, which was comparable to 2009, but the
increase in revenue dollars aided the gross profit percentage due to the fixed component included within the

APPS cost of revenue.

The increase in the APPS gross profit percentage from 63.9% in 2008 to 67.3% in 2009 was primarily due to
operating efficiencies, which continue to be achieved through the Pace acquisition, which closed during the third
quarter of 2008. Our overall gross profit percentage was also aided by increased APPS revenue as a percentage of
total revenue from 9% in 2008 to 12% in 2009.

If our product mix changes significantly, our gross profit will fluctuate. In addition, gross profit can be impacted
by a variety of other factors. These factors include market prices achieved on our current and future products,
availability and pricing of key components (including DRAM, processors, and print heads), subcontractor
manufacturing costs, product mix, distribution channel, geographic mix, product transition results, new product
introductions, competition, and general economic conditions in the U.S. and abroad. Consequently, gross profit
may fluctuate from period to period. In addition, if we reduce pI'lCCS gross profit could be lower. »

Many of our products and sub-assemblies are manufactured by subcontract manufacturers that purchase most of
the necessary components. If our subcontract manufacturers cannot obtain necessary components at favorable
prices, we could experience increased product costs. We purchase certain components directly, including
processors, memory, certain ASICs, and software licensed from various sources, including Adobe PostScript®
software.

Stock-based Compen&ation

Stock-based compensation expenses were $15.9, $18.6, and $33.4 million, respectively, for the years ended
December 31, 2010, 2009, and 2008. We account for stock-based payment awards, in accordance with ASC 718,
which requires stock-based compensatlon expense to be recognized based on the fair value of such awards on the
date of grant. We amortize stock-based compensation expense on a graded vesting basis over the vesting period.
Stock-based compensation cost is recognized over the requisite service period for each separately vesting tranche
as though the award were, in substance, multiple awards. This has the impact of greater stock-based
compensation expense durmg the 1n1t1a1 years of the vestlng period based on the grant date fair value.

Stock-based compensatlon expense decreased by $2.7 million, or 15%, from 2009 to 2010 due to fewer equity
awards granted in 2010.

Stock-based compensation expense decreased by $14.8 million, or 44%, from 2008 to 2009. Equity awards
issued during 2008 and the fourth quarter of 2007 were significant due to the fact that no equity awards were

granteéd during the first 10 months of 2007 because of the stock option review being conducted at that time.

See Note 12—Employee Benefit Plans of the Notes to Consolldated Financial Statements for additional
discussion of stock-based compensatlon
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Operating Expenses
Operating expenses for the years ended December 31, 2010, 2009, and 2008, were as follows (in thousands):

Years ended December 31,

% change
2010 2009
over over
2010 2009 2008 ‘202 2008
Research and development .. .................. ceveen iy $105,769  $110,822  $140,437 3% QD%
Sales and marketing .. ... .0ic...ueuiinee i 107,322 102,001 119,400 5 (15)
General and administrative ........... ... i 38,185 35,033 47,685 9 @7
Amortization of identified intangibles ............. ... ... 12,385 18,479 29,367 (33) (37D
In-process research & development ............ e — — 2,680 — (100)
Restructuring and other .. ......... ... .. ... oot 3,615 8957 11,005 (60) 19)
Goodwill and asset impairment . ....... Ll e 685 3208 111,858 (79) o7
Total operating expenses ....... e e e $267,961 $278,500 $462,432 (4% (40)%

Operating expenses decreased by $10._5 million; or 4%, in 2010 as compared with 2009, and decreased by $183.9
million, or 40%, in 2009 as compared with 2008. '

Operating expenses as a percent of revenue decreased from 70% in 2009 to 53% in 2010 primarily due to
decreased amortrzatlon of identified intangibles, restructurmg and other, and asset impairment. Decreased
intangible amortization resulted from full amertization of VUTEK existing technology in 2009, partially offset by
increased intangible amortization in 2010 due to the Radius acquisition. Restructuring and other and asset
impairment decreased in 2010 as compared with 2009 primarily due to higher personnel- -related restructurlng
charges in 2009 and the write-off of equipment and non-cancellable purchase orders incurred relating to a
planned product that was cancelled in 2009. :

Operating expenses as a percent of revenue decreased from 82% i in 2008 to 70% in 2009 primarily due to
impairment charges recorded on goodWﬂl and certain long-lived assets as a result of the 1mpa1rment analysis
conducted during the fourth quarter of 2008 and IPR&D charges related to our 2008 acqu1s1t10ns of Pace Systems
Group, Inc, (“Pace”) and Raster Prrnters Inc. (“Raster”)

Research and Development

Research and development expenses consist primarily of costs assocrated w1th personnel, consultlng, and
prototype materials.-Research and development expenses for the years.ended December 31, 2010, 2009, and .
2008 were $105.8, or 21% of revenue, $110.8 million, or 28% of revenue, and $140.4 million, or 25% of
revenue, respectrvely

Research and development expenses decreased by $5.0 million, or 5% in, 2010 as compared with 2009.
Personnel- related expenses decreased by $1. 2 million primarily due to salary reductions in place for most of
2010, partially offset by increased Radius head count and increased variable compensation due to improved
profitability and decreased utilization of vacation balances. Prototypes and non-recurring engineering expenses
decreased by $1.0 million. Stock-based compensation expense decreased by $2.5 million due to the timing of
equity awards issued during the last twelve months amortized under the graded vesting method. The remaining
$0.4 million reduction in research and development expenses relates to facility downsizing achieved during the
last year in the APPS operating segment and in Japan. Cost reductions achieved during the year ended

December 31, 2010 are net of increased research and development spending due to the Radius acquisition, which
closed during the third quarter of 2010.

Research and development expenses decreased by $29.6 million, or 21%, in 2009 as compared with 2008.
Personnel-related expenses decreased by $17.6 million primarily due to head count, salary, variable
compensation, consulting, and travel reductions. Prototypes and non-recurring engineering expenses decreased
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by $0.4 million. Stock-based compensation expense decreased by $6.3 million due to the timing of equity awards’
issued during the last twelve months amortized under the graded vesting method. The remaining $5.3 million
reduction in research and development expenses relates to facility downsizing achieved during the last year in the
APPS operating segment and cost-reductions achieved by focused efforts on key initiatives in all areas. Cost
reductions achieved during the year ended December 31, 2009 are net of increased research and development
spending due to the Pace and Raster acquisitions, each of which closed during the latter half of 2008.

Research and development head count was 834, 820, ‘and 894 as of December 31, 2010, 2009, and 2008,
respect1vely ;

We expect that if the U.S. dollar remains volatile against other currencies, research and development expenses
reported in U.S. dollars could fluctuate.

Sales and Marketing

Sales and marketing eXpenses include personnel expenses, trade shows marketiﬁg programs, pfomotional
materials, sales commissions, travel and entertainment, depreciation, and costs associated with sales offices in the
U.S., Europe, Asia, and other international locatlons ‘Sales and marketing expenses for the years ended
December 31, 2010, 2009, and 2008 were $107.3 million, or 21% of revenue, $102 0 m11110n or 25% of revenue,
and $119.4 million, or 21% of revenue, respectively.

Sales and marketing expenses increased by $5.3 million, or 5%, in 2010 as compared with 2009. Personnel- - -
related expenses increased by $4.9 million primarily due to increased head count resulting from the Radius
acquisition, variable compensation due to improved profitability, commission payments resulting from increased
revenue, and decreased utilization of vacation balances. Travel expenses increased by $1.5 millien ptimarily due
to increased trade show activity. We have increased trade show and marketing program spending by $3.7 million
as the printing industry has begun to recover. Stock-based compensation expense decreased by $0.5.million due
to the timing of equity awards issued during the last twelve months amortized under the graded vesting method.
The remaining $4.3 million reduction:in sales and marketing expenses relates to facility downsmng achieved
during the last year and a focused effort-on.cost reduction in all areas.

Sales and marketmg expenses decreased by $17.4 mllhon, or 15%, in 2009 as compared with 2008. Personnel-
related expenses decreased by $6.1 million primarily due to head count, salary, and variable compensation
reductions. Travel expenses decreased by $3.6 million due to reduced travel to trade shows in the current year. -
Marketing and trade show expenses decreased by $4.4 million due to more efficient spending and the inclusion
of Drupa trade show expenses during the second quarter of 2008. Drupa is a European trade show that is held
once every four years. Stock-based compensation expense decreased by $1.8 million due to the timing of equity
awards issued during the last twelve months amortized under the graded vesting method. The remaining $1.5
million reduction in sales and marketing expenses relates to facility downsizing achieved during the last year and
a focused effort on cost reduction in all areas.

Sales and marketlng head count was 527 507, and 515 of December 31, 2010, 2009, and 2008, respectlvely

Over time, our sales and rnarketlng expenses may increase in absolute terms, if revenue increases in future
periods, as we continue to actively promote our products and introduce new products and services. We expect
that if the U.S. dollar remains volatile against other currencies, sales and marketing expenses reported in U.S.
dollars could fluctuate.

General and Administrative

General and administrative expenses consist primarily of costs associated with administrative personnel, legal,
and finance expenses. General and administrative expenses for the years ended December 31, 2010, 2009, and
2008 were $38.2 million, or 8% of revenue, $35.0 niillion, or 9% of revenue, and $47.7 m11110n or 8% of
revenue, respectively.
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General and administrative expenses increased $3.2 million, or 9%, in 2010 as compared with 2009. Personnel-
related expenses increased by $0.7 million primarily due to variable compensation due to improved profitability,
decreased utilization of vacation balances, increased recruiting, and inereased travel, partially offset by reduced
salaries and head count through most of the year. The increase in the fair value of the Radius earnout explained
an additional $0.4 million of the increase in personnel-related expenses. Legal expenses.decreased by $1.0
million as significant cases were settled in the prior year and more efficient spending. Stock-based compensation
expense increased by $0.5 million due to the timing of equity awards issued during the last twelve months
amortized under the graded vesting method. Consistent with the new accounting guidance with respect to
business combinations, acquisition-related costs of $1.2 million were expensed during the nine months ended
September 30, 2010 in connection with our acquisition of Radius. The remaining $1.4 million reduction in
general and administrative expenses is due to focused effort on cost reduction in all areas.

General and administrative expenses decreased $12.7 million, or 27%, in 2009 as compared with 2008.
Personnel-related expenses decreased by $1.8 million primarily due to head count, salary, variable compensation,
and travel reductions. Consulting expenses decreased by $1.9 million, including additional costs associated with
our fair value stock option exchange program. Expenses associated with the stock option review decreased by
$1.8 million as the review was concluded in 2008, Legal expenses decreased by $4.4 million due to the
settlement of certain cases and more efficient spending. Stock-based compensation expense decreased by $5.4
million due to the timing of equity awards issued during the last twelve months amortized under the graded
vesting method. These decreases were partially offset by a $3.6 million legal reserve reduction, net of
settlements. The remaining $1.0 million reduction in general and administrative expenses is due to focused effort
on cost reduction in all areas.

Amortization of Identified Intangibles

Amortization of identified intapgibles for the years ended December 31, 2010, 2009, and 2008 was $12.4 million,
or 2% of revenue, $18.5 million, or 5% of revenue, and $29.4 million, or 5% of revenue, respéctively.

The decrease of $6.1 million in 2010, as compared with 2009, is due to several intangible assets becoming fully
amortized in 2010, partially offset by amortization of identified intangibles in the Radius acquisition, which -
closed during the third quarter of 2010, respectively, and a full year of shortened useful lives of certain
trademarks primarily within the Inkjet operating segment.

The decrease of $10.9 million in 2009, as compared with 2008, is due to several intangible assets becoming fully
amortized in 2009, partially offset by a full year of amortization of intangible assets identified as components of
the Pace and Raster acquisitions, which closed during the third and fourth quarters of 2008, respectively, and
shortened useful lives of certain trademarks primarily within the Inkjet operating segment.

IPR&D

In 2008, we incurred IPR&D expenses of $2.7 million as a result of our acquisitions of Pace and Raster. No
IPR&D expenses were incurred with respect to our acquisition of Radius because all research and development.
efforts were in the deployment stage at the acquisition date. If Radius research and development efforts had
progressed beyond the deployment stage, such IPR&D expenses would have been capitalized as an intangible

asset at the acquisition date in accordance with the new acquisition accounting guidance that became effective in
2009.

Restructuring and Other

During the years ended December 31, 2010, 2009, and 2008, cost reduction actions were taken to lower our
quarterly operating expense run rate as we analyzed our cost structure. We announced restructuring plans to
better align our costs with revenue levels due to the economic environment and to re-align our cost structure
following the acquisitions of Radius in 2010 and Pace in 2008. Restructuring and other consists primarily of
restructuring, severance, facility downsizing, and acquisition integration expenses.
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Restructuring and other costs for the years ended December 31, 2010, 2009, and 2008 totaled $3.6, $9.0, and
$11.0 million, respectively. Restructuring and other charges include severance costs of $2.4, $8.1, and $8.3,
million related to head count reductions of 98, 227, and 166 for the years ended December 31, 2010, 2009, and
2008, respectively. Severance costs include severance payments, related employee benefits, retention bonuses,
and outplacement or relocation costs. Restructuring and other includes a $0.6 million charge resulting from a
decrease in estimated sublease income necessitated by continuing weakness in the commercial real estate market
where these facilities are located, costs to downsize five facilities in 2010, and integration expenses resulting
from the Radius acquisition. Restructuring and other includes charges to downsize three facilities during 2009
and charges to downsize five facilities and integrate our Pace and Raster acquisitions during 2008.

Other Income (Expense), Net

Interest and Other Income (Expense), Net

Interest and other income (expense), net, includes interest income, net, gains (losses) from sales of short-term
investments, net, and net foreign currency transaction gains and losses. Interest and other income (expense), net,
for the years ended December 31, 2010, 2009, and 2008 was $(1.4), $3.1, and $11.9 million, respectively.

Interest income for the years ended December 31, 2010, 2009, and 2008 was $1.7, $3.8, and $13.9 million,
respectively. The decrease of $2.1 million from 2009 to 2010 and $10.1 million from 2008 to 2009 was driven by
lower investment balances and interest rates as we sold a substantial portion of our investment portfolio during
2009 to generate cash for the repurchase of our common stock under the ASR during the first quarter of 2009 and
the “modified Dutch auction” tender offer during the fourth quarter of 2009, and to generate cash for the
redemption of our 1.50% convertible senior debentures, which occurred in June 2008.

We had net realized gains (losses) on our marketable securities of $0.4, $(0.8), and $3.0 million for the years
ended December 31, 2010, 2009, and 2008, respectively, consisting of gains on our investments in marketable
securities of $0.4, $0.6, and $3.9 million, respectively, offset by losses on our equity method investments of $0,
$1.4, and $0.9 million, respectively.

Interest expense consists of interest and debt amortization expenses related to our 1.50% convertible senior
debentures. Interest expense for the year ended December 31, 2008 was $1.5 million. The $240.0 million
outstanding balance of our 1.50% convertible senior debentures was redeemed on June 2, 2008.

Realized and unrealized foreign exchange gains (losses) were $(3.4), $0.2, and $(2.9) million for the years ended

December 31, 2010, 2009, and 2008, respectively. These fluctuations primarily result from recovery in the value
of the Euro and, to a lesser extent, from recovery in the value of the British pound during the respective periods.

Gain on Sale of Building and Land

During the first quarter of 2009, we sold a portion of the Foster City, California campus for $137.3 million.
Under the agreement, we sold the approximately 163,000 square foot building at 301 Velocity Way, as well as
approximately 30 acres of related land and certain other assets related to the property. The cost of the land,
building, improvements, and direct transaction costs were included in the determination of the $80 million gain
on sale of building and land.

Goodwill Impairment

We perform our annual goodwill impairment analysis in the fourth quarter of each year according to the
provisions of ASC 350-20-35, Goodwill—Intangibles and Other—Subsequent Measurement. A two-step
impairment test of goodwill is required. In the first step, the fair value of each reporting unit is compared to its
carrying value. If the fair value exceeds carrying value, goodwill is not impaired and further testing is not
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required. If the carrying value exceeds fair value, then the second step of the impairment test is required to
determine the implied fair value of the reporting unit’s goodwill. The implied fair value of goodwill is calculated
by deducting the fair value of all tangible and intangible net assets of the reporting unit, excluding goodwill, from
the fair value of the reporting unit as determined in the first step. If the carrying value of the reporting unit’s
goodwill exceeds its implied fair value, then an impairment loss must be recorded equal to the difference.

Based on the outcome of conditions existing during the fourth quarter of 2008, we determined that a triggering
event requiring an interim impairment analysis had occurred relating to the Inkjet reporting unit. The resulting
impairment analysis resulted in a non-cash goodwill irapairment charge of $104 million during the fourth quarter
of 2008. The goodwill valuation analysis was performed based on our respective reporting units—Fiery, Inkjet,
and APPS—which are consistent with our operating segments identified in Note 15—Segment Information,
Geographic Data, and Major Customers of the Notes to Consolidated Financial Statements.”

We determined the fair value of the Inkjet and APPS reporting units as of December 31, 2010 by equally
weighting the market and income approaches. The fair value of the Fiery reporting unit was determined based on
the market approach. Under the market approach, we estimated fair value based on market multiples of revenue
or earnings of comparable companies. Under the income approach, we measured fair value of the Inkjet and
APPS reporting units based on a projected cash flow method using a discount rate determined by our
management to be commensurate with the risk inherent in our current business model.

To identify suitable comparable companies under the market approach, consideration was given to the financial
condition and operating performance of the reporting unit being evaluated relative to companies operating in the
same or similar businesses, potentially subject to corresponding economic, environmental, and political factors
and considered to be reasonable investment alternatives. Consideration was given to the investment
characteristics of the subject company relative to those of similar publicly traded companies (i.e., guideline
companies). Guideline company stocks are actively traded. In applying the Public Company Market Multiple
Method (“PCMMM™), valuation multiples were derived from historical and projected operating data of guideline-
companies and applied to the appropriate operating data of our reporting units to arrive at an indication of fair
value. Five, four, and seven suitable guideline companies were identified for the Fiery, Inkjet, and APPS
reporting units, respectively. Based on our valuation results, we have determined that the fair values of our
reporting units exceed their carrying values. Fiery, Inkjet, and APPS fair values are $226, $192, and $67 million,
respectively, which exceed carrying value by 124%, 34%, and 26%, respectively.

Because the fair value of the Fiery reporting unit significantly exceeded its carrying value as of December 31,
2010 as indicated by the market-based valuation, management did not deem it necessary to further supplement
the bases for this judgment. While the fair value of the Inkjet and APPS reporting units exceeded their carrying
values based on the market-based valuation, management determined to further examine whether an impairment
had occurred given the Inkjet impairment recognized in the fourth quarter of 2008 and the relatively small excess
of the fair value of the APPS reporting unit over its carrying value. We reviewed the factors that could trigger an
impairment charge and completed an income-based impairment analysis. As part of this process, we engaged a
third party valuation firm to aid management in its analysis. All estimates, key assumptions, and forecasts were
either provided by or reviewed by us. While we chose to utilize a third party valuation firm, the impairment
analysis and related valuations represent the conclusions of management and not the conclusions or statements of
any third party. '

Solely for purposes of establishing inputs for the income approach to assess the fair value of the Inkjet and APPS
reporting units, we made the following assumptions:

»  Despite improved Inkjet performance in 2010, resulting from an improving economic climate in 2010
and new product introductions beginning in 2009 and continuing in 2010, Inkjet revenues remained
below 2008 results.

o APPS revenue in 2010 exceeded 2008 revenue due to improved APPS performance resulting from the
Radius acquisition and continued strong performance from the Pace acquisition.
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* Inkjet revenue will exceed 2008 revenue levels in 2011.
*  Achieving a normalized long-term growth model between 2011 and 2015.

*  Long-term industry growth past 2015.

Our discounted cash flow projections for the Inkjet and APPS reporting units were based on six-year financial
forecasts, which were based on annual financial forecasts developed internally by management for use in
managing our business and through discussions with the independent valuation firm engaged by us. The
significant assumptions utilized in these six-year forecasts included annual revenue growth rates ranging from
5% to 18%, which equates to compound annual growth rates of 8% and 10% for the Inkjet and APPS reporting
units, respectively. Future cash flows were discounted to present value using a mid-year convention and a
discount rate of 15%. Terminal values were calculated using the Gordon growth methodology with a long-term
growth rate of 4.5%. The sum of the fair values of the Fiery, Inkjet, and APPS reporting units was reconciled to
our current market capitalization (based on our stock price) plus an estimated control premium. Significant
assumptions used in determining fair values of the reporting units include the determination of appropriate
market comparables, estimated multiples of revenue and EBITDA that a willing buyer is likely to pay, estimated
control premium a willing buyer is likely to pay, gross profit, and operating expenses. Inkjet gross profit is
assumed to increase as fixed production costs are absorbed by increasing Inkjet volumes, while APPS gross
profit is assumed to remain consistent during the forecast horizon. Gross profit and operating expenses as a
percentage of revenue over the six- year forecast horizon are assumed to approximate percentages realized by the
guideline companies. : :

To assess the reasonableness of the estimated control premium of 16%, we examined the most similar
transactions in relevant industries and determined the average premium indicated by the. transactions deemed to
be most similar to a hypothetical transaction involving our reporting units. We examined the weighted average
and median control premiums offered in these industries, industry specific control. premiums, and specific
transaction control premiums to conclude that our estimated control premium is reasonable.

We assess the impairment of identifiable intangibles and long-lived assets whenever events or changes in
circumstances indicate the carrying value may not be recoverable or the life of the asset may need to be revised.
Factors considered important that could trigger an impairment review include:

*  significant negative industry or economic trends,

*  significant decline in our stock price for a sustained period,

e our market capitalization relative to net book value,

*  significant changes in the manner of our use of the acquired assets,

*  significant changes in the strategy for our overall business, and

*  ourassessment of growth and profitability in each reporting unit over the coming years.
Given the uncertainty of the economic environment ‘and the potential impact on our business, there can be no
assurance that our estimates and assumptions regarding the duration of the ongoing economic downturn, or the
period or strength of recovery, made for purposes of our goodwill impairment testing at December 31, 2010 will
prove to be accurate predictions of the future. If our assumptions regarding forecasted tevenue or gross profit
rates are not achieved, we may be required to record additional goodwill impairment charges in future periods
relating to any of our reporting units, whether in connection with the next annual impairment testing in the fourth
quarter of 2011 or prior to that, if any such change coustitutes an interim triggering event. It is not possible to

determine if any such future impairment charge would result or, if it does, whether such charge would be
material.

A 1% change in the market multiple impacts the Fiery fair value by 0.9% under the market approach. Because
the Inkjet and APPS fair values were determined using a weighting of the market and income approaches, we
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reviewed the sensitivity of the discount rate, in addition to the market multiple, in evaluating the sensitivity of the
Inkjet and APPS valuations. The impact of a change in the market multiple of 1% impacts the Inkjet and APPS
fair values by 0.5%. Likewise, the impact of a change in the discount rate of one percentage point results in either
an increase in the Inkjet and APPS fair values of 6.2% or a decrease of 5.2%. Consequently, we have concluded
that no reasonably possible charges would reduce the fair value of the reporting units to such a level that it would
cause a failure in step one of the impairment analysis.

Long-Lived Asset Impairment

Other investments, included within other assets, consist of equity and debt investments in privately-held
companies that develop products, markets, and services that are strategic to us. In-substance common stock
investments in which we exercise significant influence over operating and financial policies, but do not have a
majority voting interest, are accounted for using the equity method of accounting. Investments not meeting these
requirements are accounted for using the cost method of accounting.

The process of assessing whether a particular equity or debt investment’s fair value is less than its carrying cost
requires a significant amount of judgment due to the lack of a mature and stable public market for these
securities. In making this judgment, we carefully consider the investee’s most recent financial results, cash
position, recent cash flow data, projected cash flows (both short and long-term), financing needs, recent
financing rounds, most recent valuation data, the current investing environment, management or ownership
changes, and competition. This analysis is based primarily on information that we request and receive from these
privately-held companies and is performed on a quarterly basis. Although we evaluate all of our privately-held
equity and debt investments for impairment based on this criteria, each investment’s fair value is only estimated
when events or changes in circumstances have occurred that may have a significant effect on its fair value
(because the fair value of each investment is not readily determinable). Where these factors indicate that the
equity investment’s fair value is less than its carrying cost, and where we consider such diminution in value to be
other than temporary, we record an impairment charge to reduce such equity investment to its estimated fair
value.

During the fourth quarter of 2008, we assessed each remaining investment’s technology pipeline and market
conditions in the industry for the next several years and determined it is no longer probable that they will
generate enough positive future cash flows to recover the full carrying amount of the investment. As such, we
regognized an impairment charge of $6.1 million.

{
During the second quarter of 2010, we further assessed each remaining investment’s ability to sustain an earnings
capacity that would justify the carrying amount of the investment in accordance with ASC 323-10-35-32. Based
on this assessment, we impaired the remaining carrying value of these investments of $0.3 million.

We recognized long-lived asset impairment charges of $0.7, $3.2, and $1.8 million for the years ended
December 31, 2010, 2009, and 2008, respectively, consisting primarily of project abandonment costs related to
equipment charges in the Inkjet operating segment, assets impaired related to an Inkjet facility closure, certain
Inkjet printer equipment, and the impairment of our remaining equity method investees.

Income (Loss) before Income. Taxes

The components of income (loss) before income taxes are as follows (in thousands):

Years ended December 31,

2010 2009 2008
U S o e $(18,818) $24,470  $(153,597)
FOTEIGN . .o et 17,188 (8,435) 20,521
Total ..ot $ (1,630) $16,035  $(133,076)




For the year ended December 31, 2010, pre-tax operating loss of $1.6 million included $18.8 million of uU.s.
pre-tax operating loss and $17.2 million of foreign pre-tax operating income. The pre-tax loss attributable to U.S.
operations included amortization of identified intangibles of $11.5 million, stock-based compensation expense of
$15.9 million, restructuring and other costs of $2.3 million, excess solvent inventory and related end-of-life
purchases of $0.9 million, and asset impairment of $0.3 million. The pre-tax income attributable to foreign
operations included restructuring and other costs of $1.3 million, Radius acquisition-related transaction costs of
$1.2 million, amortization of identified intangibles of $0.9 million, excess solvent inventory and related
end-of-life purchases of $1.4 million, and asset iinpairment of $0.4 million. e

For the year ended December 31, 2009, pre-tax operating income of $16.0 million included $24.5 million of U.S.
pre-tax operating income and $8.5 million of foreign pre-tax operating loss. The pre-tax income attributable to
U.S. operations included the $80.0 million gain on sale of building and land, offset by the amortization of
identified intangibles of $18.1 million, stock-based compensation expense of $18.6 million, restructuring and
other costs of $8.6 million, and asset impairment of $3.2 million. The pre-tax loss attributable to foreign
operations included restructuring and other costs of $2.2 million and amortization of identified intangibles of
$0.4 million.

For the year ended December 31, 2008, pre-tax operating loss of $133.1 million included $153.6 million of uU.S.
pre-tax operating loss and $20.5 million of foreign pre-tax operating income. The pre-tax loss attributable to U.S.
operations included asset and goodwill impairment of $111.4 million, amortization of identified intangibles of
$31.7 million, stock-based compensation expense of $33.4 million, restructuring and other costs of $6.8 million,
stock review and related costs of $1.8 million, partially offset by legal reserve adjustments of $3.6 million. The
pre-tax income attributable to foreign operations included restructuring and other costs of $2.4 million,
amortization of identified intangibles of $0.3 million, and asset and goodwill impairment of $0.5 million.

Income Taxes

We recorded a tax benefit in 2010 of $9.1 million on a pre-tax operating loss of $1.6 million, compared to a tax
provision of $18.2 million in 2009 on pre-tax operating income of $16.0 million, and compared to atax benefit of
$19.6 million in 2008 on pre-tax operating loss of $133.1 million. In each of these years, we benefited from
research and development credits. Our taxes also decreased due to lower taxes on foreign income in 2010 and
2008. Our taxes increased due to both non-deductible stock compensation charges in each of these years,
decreased profitability in'low tax jurisdictions in 2009, and non-deductible goodwill impairment charges in 2008.

As aresult of discrete tax adjustments; our 2010 taxes increased $4.1 million related to tax shortfalls recorded
pursuant to' ASC 718-740, Stock Compensation—Iricome Taxes, and $0.4 million due to interest accrued on prior
year tax contingency reserves. Discrete tax adjustments also reduced our 2010 taxes by $7.5 million as a result of
the expiration of the statute of limitations for 2006 federal income tax purposes and 2005 state income tax
purposes, $2.4 million due to a reassessment of taxes resulting from our filing of 2009 federal and state income
tax returns, $1.1 million due to restructuring and severance costs, $1.0 million related to interest established in
prior years for tax contingency reserves, $0.7 million related to tax deductions resulting from Employee Stock
Purchase Plan (“ESPP”) dispositions, $0.4 million related to excess solvent inventories and related end-of-life
purchases, and $0.3 million related to asset impairment charges.

As a result of discrete tax adjustments, our 2009 taxes increased $32.0 million related to the gain on sale of
building and land, $5.8 million related to tax shortfalls recorded pursuant to ASC 718-740, and $0.7 million due
to interest accrued on prior year tax contingency reserves. Discrete tax adjustments also reduced our 2009 taxes
by $3.5 million due to restructuring and severance costs, $1.3 million related to asset impairment charges, $1.1
million due to a reduction in tax reserves established in prior years on income from foreign operations, $0.3
million as a result of the expiration of the statute of limitations for 2005 federal and state income tax purposes,
$0.5 million related to tax deductions resulting from ESPP dispositions, and $0.6 million related to interest
established in prior years for tax contingency reserves. :
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As a result of discrete tax adjustments, our taxes in 2008 increased $0.7 million due to interest accrued on prior
year tax contingency reserves and $2.5 million related to tax shortfalls recorded pursuant to ASC 718-740.
Discrete tax adjustments also reduced our 2008 taxes by $0.5 million due to a reassessment of our taxes resulting
from filing our 2007 federal and state income tax returns, $2.5 million due to the completion of our 2002-2004
Internal Revenue Service (“IRS”) audits, $2.2 million due to one-time severance costs, and $0.3 million due to a
reduction in tax reserves established in prior years on income from foreign operations.

In 2008, the IRS completed their examination of the 2002 through 2004 tax yearé. As a result of the IRS audit
settlement, we reduced our unrecognized tax benefits by $6.6 million, of which $2.5 million was recorded as a
discrete tax benefit. These adjustments are primarily related to intercompany cost allocations and the research
and development credits.

Unaudited Non-GAAP Net Income (Loss)

To supplement our consolidated financial results prepared under generally accepted accounting principles
(“GAAP”), we use non-GAAP measures of net income (loss) and earnings per diluted share that are GAAP net
income (loss) and GAAP earnings per diluted share adjusted to exclude certain recurring and non-recurring costs,
expenses, and gains.

We believe the presentation of non-GAAP net income (loss) and non-GAAP earnings per diluted share provides
important supplemental information to management and investors regarding non-cash expenses and significant
recurring and non-recurring items we believe are important to understanding our financial and business trends
relating to our financial condition and results of operations. Non-GAAP net income (loss) and non-GAAP
earnings per diluted share are among the primary indicators used by management as a basis for planning and
forecasting future periods and by management and our Board of Directors to determine whether our operating
performance has met specified targets and thresholds. Management uses non-GAAP net income (loss) and
non-GAAP earnings per diluted share when evaluating operating performance because they believe the exclusion
of the items described below, for which the amounts and/or timing may vary significantly depending upon our
activities and other factors, facilitates comparability of our operating performance. We have chosen to provide
this information to investors so they can analyze our operating results in the same way that management does and
use this information in their assessment of our business-and valuation. -

We compute non-GAAP net income (loss) and non-GAAP earnings per diluted share by adjusting GAAP net
income (loss) and GAAP earnings per diluted share to remove the impact of recurring amortization of
acquisition—related intangibles, stock-based compensation expense, as well as restructuring-related and
non-recurring charges and gains and the tax effect of these adjustments. Such non-recurring charges and gains
include provision for excess solvent inventories and related end-of-life purchases, project abandonment costs,
asset impairment charges, certain legal settlements, sale of certain real estate assets, acquisition-related
transaction costs and legal expenses, and costs to integrate such acquisitions into our business. Examples of these
excluded items include:

o - Recurring charges and gains, including:

+  Amortization of acquisition-related intangibles. ‘
Identified intangible assets acquired to date are being amortized on a straight-line basis over 2 to
18 years. ‘ o

e Stock-based compensation expense is recognized in accordance with ASC718.
e Non-recurring charges and gains, including:

e Provision for excess solvent inventories and related end-of-life purchases resuiting from the
accelerating transition from solvent to UV technology.

«  Acquisition-related transaction costs associated with the acquisition of privately held Golflane
Limited, a UK. private limited company, the parent holding company of Radius, which closed on
July 2, 2010.
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*  Restructuring and other consists of:

*  Restructuring-related charges.
We have incurred restructuring, severance, and facility closure charges as we reduce the
number and size of our facilities and the size of our workforce.

Integration expenses incurred to integrate Radius into our business

*  Asset impairment costs consist primarily of equipment and non-cancellable purchase orders
incurred relating to a planned Inkjet product that was cancelled, a facility closure, and the
impairment of our private minority equity investments. ‘

*  Gain on sale of buiiding & land. We sold a portion of the Foster City, California campus for
$137.3 million resulting in a gain on sale of $80.0 million for the year ended December 31, 2009.

*  Inthe fourth quarter of 2008, we recognized a goodwill impairment charge of approximately $104
million, an impairment of our private minority investments of $6.1 million, and asset impairment
of $1.8 million, totaling $111.9 million.

*  Tax effect of non-GAAP adjustments.

«  After removing the non-GAAP adjustments, we applied the principles of ASC 740, Income Taxes
to estimate the non-GAAP income tax provision in each jurisdiction in which we operate.

tl

*  We have excluded the recognition of previously unrecognized tax benefits of $8.7 million, and
interest accrued on prior year tax reserves of $0.6 million, from our non-GAAP net income for the
year ended December 31, 2010, to facilitate comparability of our operating performance from
period to period.

These non-GAAP measures are not in accordance with or an alternative for GAAP measures and may be
materially different from other non-GAAP measures, including similarly titled non-GAAP measures, used by
other companies. The presentation of this additional information should not be considered in isolation from, as a
substitute for, or superior to, net income (loss) or earnings per diluted share prepared in accordance with GAAP.
Non-GAAP financial measures have limitations in that they do not reflect certain items that may have a material
impact upon our reported financial results. We expect to continue to incur expenses of a nature similar to the
non-GAAP adjustments described above, and exclusion of these items from our non-GAAP net income (loss)
and non-GAAP earnings per diluted share should not be construed as an inference that these costs are unusual,
infrequent, or non-recurring.
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Reconciliation of GAAP Net Income (Loss) to Non-GAAP Net Income (Loss)

(unaudited)

. Years Ended December 31,
(millions, except per share data) 2010 2009 2008
Net income (I0SS) .« v veeveriii ettt eeennns $ 7.5  $ 22 $31134)
Excess solvent inventories and related end-of-life

PUICRASES .. v ev e e et 2.3 — —
Amortization of identified intangible asset and in-process

research & development . ....... ... 124 18.5 32.0
Stock-based compensation €Xpense . ... ... 15.9 18.6 334
Restructuring and other . ........ ... ool 3.6 9.0 11.0
Acquisition Costs . ... e 1.2 — —
Legal reserves . . P — - (0.1) (3.6)
OPpLion reVIEW COSES .. vvte vt e — — 1.8
Goodwill and asset impairment ............. ..o 0.7 3.2 111.9
Gain on sale of building andland ............ ... ... — (80.0) —
Tax effect of non-GAAP net income (loss) ............... (15.8) 22.3 (31.9)
Non-GAAP net income (Joss) ........ S e 27.8 (10.7) 41.2
After-tax adjustment of convertible debt-related expense . . .. — — 1.3
Income for purposes of computing diluted non-GAAP net ;

income (loss) pershare . ...... ..o, $27.8  $10.7) $ 425
Non-GAAP net income (loss) per diluted share ........... $059 $022) $ 0.74

Shares for purposes of computing diluted non-GAAP net .
_income (loss) per share . . ... .. P , 47.2 49.7 57.2

Critical Accounting Policies

The preparation of the consolidated financial statements requires us to make estimates and judgments that affect
the reported amounts of assets, liabilities, revenue, expenses, and related disclosure of contingent assets and
liabilities. We evaluate our estimates, including those related to bad debts, inventoties, intangible assets, income
taxes, warranty obligations, purchase commitments, revenue recognition, and contingencies on an ongoing basis.
The estimates are based on historical and current experience, the impact of the current economic environment,
and various other assumptions believed to be reasonable under the circumstances at the time of the estimate, the
results of which form the basis for making judgments about the carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these estimates under different
assumptions or conditions.
The following are our critical accounting policies and estimates:

e revenue recognition;

»  estimating allowance for doubtful accounts, inventory reserves, warranty reserves, litigation accruals,
and restructuring reserves;

»  accounting for stock-based compensation;

. accounting for income taxes;

«  valuation analyses for intangible assets and goodwill;
. business combinations; and

«  determination of functional currencies for consolidating our international operations.
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Revenue recognition. We derive our revenue primarily from product revenue, which includes hardware
(controllers, design-licensed solutions including upgrades, inkjet printers including components replaced under
maintenance agreements, and ink), software licensing and development, and royalties. We also receive service
revenue from software license maintenance agreements, customer support, training, and consulting. As described
below, significant management judgments and estimates must be made and used in connection with the revenue
recognized in any accounting period. Material differences could result in the amount and timing of revenue for
any period if our management made different judgments or utilized different estimates.

We recognize revenue in accordance with the provisions of SEC Staff Accounting Bulletin 104 “Revenue
Recognition” (“SAB 104”) and when applicable, ASC 605-25, Revenue Recognition——Multiple-Element
Arrangements, for the sale of controllers, printers, and ink. As such, revenue is generally recognized when
persuasive evidence of an arrangement exists, the product has been delivered or services have been rendered, the
fee is fixed or determinable, and collection of the resulting receivable is reasonably assured.

Products generally must be shipped against written purchase orders. We use either a binding purchase order or
signed contract as evidence of an arrangement. Sales to some of our OEM customers are evidenced by a master
agreement governing the relationship together with a binding purchase order. Sales to our resellers are also
evidenced by binding purchase orders or signed contracts and do not generally contain rights of return or price
protection. Our arrangements generally do not include product acceptance clauses. When acceptance is required,
revenue is recognized when the product is accepted by the customer.

Delivery for hardware generally is complete when title and risk of loss is transferred at point of shipment from
manufacturing facilities, or when the product is delivered to the customer’s local common carrier. We also sell
products and services using sales arrangements with terms resulting in different timing for revenue recognition as
follows: '

¢ if the title and/or risk of loss is transferred at a location other than our manufacturing facility, revenue
is recognized when title and/or risk of loss transfers to the customer, per the terms of the agreement;

+  iftitle is retained until payment is received, revenue is recognized when title is passed upon receipt of
payment; )

*  if payment is contingent upon installation, the revenue related to the portion of the payment for
installation is deferred until installation is complete;

¢ - if the sales arrangement is classified as an operating lease, revenue is recognized ratably over the lease
term; or

¢ if the sales arrangement is a fixed price for performance extending over a long period and our right to
receive future payment depends on our future performance in accordance with these agreements,
revenue is recognized under the percentage of completion method.

We assess whether the fee is fixed or determinable based on the terms of the contract or purchase order. We
assess collection based on a number of factors, including past transaction history with the customer and the
creditworthiness of the customer. We may not request collateral from our customers. If we determine that
collection of a fee is not reasonably assured, we defer the fee and recognize revenue at the time collection
becomes reasonably assured, which is generally upon receipt of cash.

We license our software primarily under perpetual licenses. Revenue from software consists of software
licensing, post-contract customer support, and professional consulting. We apply the provisions of ASC 985-605,
Software—Revenue Recognition and, if applicable, SAB 104 and ASC 605-25, Revenue Recognition—Multiple-
Element Arrangements, to all transactions involving the sale of software products and hardware transactions
where the software is not incidental.

When several elements, including software licenses, post-contract customer support, and professional services,
are sold to a customer through a single contract, the revenue from such multiple-element arrangements are
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allocated to each element using the residual method in accordance with ASC 985-605. Revenue is allocated to
the support elements and professional service elements of an agreement using vendor specific objective evidence
(“VSOE”) of fair value and to the software license portion of the agreements using the residual method. We have
established VSOE of the fair value of our professional services based on the rates-charged to our customers in
stand-alone orders..We have also established VSOE of fair value for post-contract customer support based on
substantive renewal rates. Accordingly, software license fees are recognized under the residual method for
arrangements in which the software is licensed with maintenance and/or professional services, and where the
maintenance and professional services are not essential to the functionality of the delivered software. Revenue
allocated to software licenses is recognized when the following four basic criteria are met: persuasive evidence of
an arrangement exists, delivery has occurred, the price is fixed or determinable, and collectability is probable.
Revenue allocated to post-contract support is recognized ratably over the term of thé support contract assuming
the four basic criteria are met. We also have subscription arrangements where the customer pays a fixed fee and
receives services over a period of time. We recognize revenue from the subscriptions ratably over the service
period. Any up front setup fees associated with our subscription arrangements are recognized ratably, generally
over one year. Any up front setup fees that are not associated with our subscription arrangements are recognized
upon completion. ‘ ‘

We previously followed the completed contract method for revenue recognition on long-term contracts involving
substantial customization. During the quarter ended September 30, 2010, we established the ability to produce
estimates sufficiently dependable to require adoption of the percentage of completion method with respect to
certain fixed price contracts. :

Revenue on certain fixed price contracts where we provide information technology system development and
implementation services is recognized over the contract term based on the percentage of development and
implementation services that are provided during the period compared with the total estimated development and
implementation services to be provided over the entire contract using guidance from ASC 605-35, Revenue
Recognition—Construction-Type and Production—Type Contracts. These services require that we perform
significant, extensive, and complex design, development, modification, or implementation activities-of our
customers’ systems. Performance will often extend over long periods, and our right to receive future payment
depends on our future performance in accordance with these agreements.

The percentage of completion method involves recognizing probable and reasonably estimable revenue using the
percentage of services completed, on a current cumulative cost to estimated total cost basis, using a reasonably
consistent profit margin over the period. Due to the long-term nature of these projects, developing the estimates
of costs often requires significant judgment. Factors that must be considered in estimating the progress of work
completed and ultimate cost of the projects include, but are not limited to, the availability of labor and labor
productivity, the nature and complexity of the work to be performed, and the impact of delayed performance. If
changes occur in delivery, productivity, or other factors used in developing the estimates of costs or revenue, we
revise our cost and revenue estimates, which may result in increases or decreases in revenue and costs, and such
revisions ate reflected in income in the period in which the facts that give rise to that revision become known.

We recognize losses on long-term fixed price contracts in the period that the contractual loss becomes probable
and estimable. We record amounts invoiced to custoruers in excess of revenue recognized as deferred revenue
until the revenue recognition criteria are met. We record revenue that is earned and recognized in excess of
amounts invoiced on fixed price contracts as trade receivables.

Allowances for doubtful accounts. We establish an alléwance for doubtful accounts to ensure that trade
receivables are not overstated due to uncollectability. Our accounts receivable balance was $85.5 mililion, net of

allowance for doubtful accounts and sales returns of $13.2 million, as of December 31, 2010.

To ensure that we have established an adequate allowance for doubtful accounts, management analyzes accounts
receivable and historical bad debts, customer concehtrations, customer creditworthiness, current economic trends
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and macroeconomic conditions, changes in customer payment terms, the length of time receivables are past due,
and significant one-time events. We record specific reserves for individual accounts when we become aware of

specific customer circumstances, such as bankruptcy filings, deterioration in the customer’s operating results or
financial position, or potential unfavorable outcomes from disputes with customers or vendors.

Our Fiery products, which constitute approximately 47% of our revenue, are primarily sold to a limited number
of OEMs. We expect that we will continue to depend on a relatively small number of OEM customers for a
significant portion of our revenue, although the significance of that revenue is expected to decline in future
periods as our revenue increases from Inkjet and APPS products. We perform ongoing credit evaluations of the
financial condition of our OEM, third-party distributor, reseller, and other customers and require collateral, such
as letters of credit and bank guarantees, in certain circumstances. The past due or delinquency status of a
receivable is based on the contractual payment terms of the receivable. The need to write off a receivable balance
depends on the age, size, and a determination of collectability of the receivable. We generally have experienced
longer accounts receivable collection cycles in our Inkjet and APPS operating segments compared to our Fiery
operating segment as, historically, OEM customers have paid on a more timely basis. Down payments are
generally required from Inkjet and APPS customers as a means to ensure payment.

Inventory reserves. Management estimates potential future inventory obsolescence and purchase commitments
to evaluate the need for inventory reserves. Current economic trends, changes in customer demand, product
design changes, product life and demand, and the acceptance of our products are analyzed to evaluate the
adequacy of such reserves. Significant management judgment and estimates must be made in connection with
establishing inventory allowances and reserves in any accounting period. Material differences may result in
changes in the amount and timing of our net income (loss) for any period, if management made different
Judgments or utilized different estimates. Our inventories were $46.2 million, net of inventory reserves of $10.4
million, as of December 31, 2010.

Warranty reserves. Our Fiery controller and Inkjet printer products are generally accompanied by a 12-month
warranty from date of shipment, which covers both parts and labor. In accordance with ASC 450-30, Loss
Contingencies, an accrual is made when the warranty liability is estimable and probable based upon historical
experience. A provision for estimated future warranty work is recorded in cost of goods sold upon recognition of
revenue and the resulting accrual is reviewed regularly and periodically adjusted to reflect changes in warranty
estimates. Management must estimate potential inventory return rates and replacement or repair costs to evaluate
the need for warranty reserves. Significant management judgments and estimates must be made and used in
connection with establishing warranty reserves in each reporting period. Material differences may result in
changes in the amount and timing of our income for any period, if management made different judgments or
utilized different estimates. Warranty reserves were $9.2 million as of December 31, 2010.

Litigation accruals. We accrue for estimated litigation costs, including potential regulatory fines, when the
likelihood of incurrence of the related cost is probable and management has the ability to estimate such costs.
Until both of these conditions are met, the related litigation costs are recorded as incurred. The material
assumptions used to estimate the required litigation accrual include:

*  communication with our external attorneys regarding the expected duration of the lawsuit, the potential
outcome of the lawsuit, and the likelihood of settlement;

*  our strategy regarding the lawsuit;
. deductible amounts under our insurance policies; and
*  past experiences with similar lawsuits.

The outcome of any particular lawsuit cannot be predicted and our income could be materially impacted, either
positively or negatively, if the outcome is different than expected.
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Restructuring reserves. We have engaged, and may continue to engage, in restructuring actions, which require
management to utilize significant estimates related to the timing and the expenses for severance and other
employee separation costs, realizable values of assets made obsolete, lease cancellation, facility downsizing, and
other exit costs. If actual amounts differ from our estimates, the amount of the restructuring charges could be
materially impacted.

Accounting for stock-based compensation. We account for stock-based compensation in accordance with ASC
718, which requires stock-based compensation expense to be recognized based on the fair value of such awards
on the date of grant. We amortize stock-based compensation expense on a graded vesting basis over the vesting
period, after assessing the probability of achieving the requisite performance criteria with respect to
performance-based awards. Stock-based compensation expense is recognized over the requisite service period for
each separately vesting tranche as though the award were, in substance, multiple awards. We must use our
judgment in determining and applying the assumptions needed for the valuation of stock options, RSUs,
restricted stock awards (“RSAs”), and issuance of common stock under our ESPP.

We apply a forfeiture rate to reflect what we believe will be our final expense related to stock-based
compensation. Our determination of the fair value of stock-based payment awards on the date of grant using an
option pricing model is affected by various assumptions including volatility, expected term, and interest rates.
Expected volatility is based on the historical volatility of our stock over a preceding period commensurate with
the expected term of the option. The expected term is based upon management’s consideration of the historical
life of the options, the vesting period of the options granted, and the contractual period of the options granted.
The risk-free interest rate for the expected term of the option is based on the U.S. Treasury yield curve in effect
at the time of grant. Expected dividend yield was not considered in the option pricing formula since we do not
pay dividends and have no current plans to do so in the future. '

The amounts to be recorded as stock-based compensation expense in the future are subject to change if our
assumptions regarding the variables used in determining the fair value of the instruments and the forfeiture rates
are revised. In adopting ASC 718, we elected to adopt the simplified method to establish our beginning balance
for the additional paid-in capital (“APIC”) pool related to the tax effects of employee stock-based compensation.
Tax shortfalls resulting from the tax effects of employee stock-based compensation absorbed the remaining
balance of the APIC pool in 2008. ‘

Accounting for income taxes. We are required to estimate income taxes in each of the jurisdictions in which we
operate. We estimate our actual current tax expense and temporary differences resulting from differing treatment
of items such as deferred revenue for tax and book accounting purposes. These differences result in deferred tax
assets and liabilities, which are included within our consolidated balance sheet. We must then assess the
likelihood that our deferred tax assets will be recovered from future taxable income. If we believe that recovery
of these deferred tax assets is not likely, we establish a valuation allowance. To the extent we either establish or
increase a valuation allowance in a period, we must include an expense within the tax provision in the statement
of operations.

Significant management judgment is required to determine our provision for income taxes, our deferred tax
assets and liabilities, and any valuation allowance recorded against our net deferred tax assets. We have
established a valuation allowance of $3.6 million as of December 31, 2010 for foreign tax credits resulting from
the 2003 acquisition of our proofing business, compensation deductions potentially limited by U.S. Internal
Revenue Code (“IRC”) 162(m), and net operating losses resulting from the Radius acquisition. If actual results
differ from these estimates or we adjust these estimates in future periods, we may need to establish an additional
valuation allowance that could materially impact our financial position and results of operatjons.

Deferred tax assets, as of December 31, 2010 were $58.8 million, net of valuation allowance.

In accordance with ASC 740-10-25-5 through 17, Income Taxes—Basic Recognition Threshold, we account for
uncertainty in income taxes by recognizing a tax position only when it is more likely than not that the tax
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position, based on its technical merits, will be sustained upon ultimate settlement with the applicable tax
authority. The tax benefit to be recognized is the largest amount of tax benefit that is greater than fifty percent
likely of being realized upon ultimate settlement with the applicable tax authority that has full knowledge of all
relevant information. :

Significant management judgment is required in evaluating our uncertain tax positions. Our gross unrecognized
benefits are $32.5 million as of December 31, 2010. Our evaluation of uncertain tax positions is based on factors
including, but not limited to, changes in facts or circumstances, changes in tax law, effectively settled issues
under audit, and new audit activity. If actual settlements differ from these estimates, or we adjust these estimates
in future periods, we may need to recognize additional tax benefits or charges that could materially impact our
financial position and results of operations. :

As of December 31, 2010, we have permanently reinvested $5.6 million of unremitted earnings. Should these
earnings be remitted to the U.S., the tax on these earnings would be $2.0 million.

Valuation analyses of intangible assets and goodwill. We perform our annual goodwill impairment analysis in
the fourth quarter of each year according to the provisions of ASC 350-20-35, Goodwill—Intangibles and
Other—Subsequent Measurement. A two-step impairment test of goodwill is required. In the first step, the fair
value of each reporting unit is compared to its carrying value. If the fair value exceeds carrying value, goodwill is
not impaired and further testing is not required. If the carrying value exceeds fair value, then the second step of
the impairment test is required to determine the implied fair value of the reporting unit’s goodwill. The implied
fair value of goodwill is calculated by deducting the fair value of all tangible and intangible net assets of the
reporting unit, excluding goodwill, from the fair value of the reporting unit as determined in the first step. If the
carrying value of the reporting unit’s goodwill exceeds its implied fair value, then an impairment loss must be
recorded equal to the difference.

Based on the outcome of conditions existing during the fourth quarter of 2008, we determined that a triggering
event requiring an interim impairment analysis had occurred relating to the Inkjet reporting unit. The resulting
impairment analysis resulted in a non-cash goodwill impairment charge of $104 million during the fourth quarter
of 2008. The goodwill valuation analysis was performed based on our respective reporting units—Fiery, Inkjet,
and APPS—which are consistent with our operating segments identified in Note 15—Segment Information,
Geographic Data, and Major Customers of the Notes to Consolidated Financial Statements.

We determined the fair value of the Inkjet and APPS reporting units as of December 31, 2010 by equally
weighting the market and income approaches. The fair value of the Fiery reporting unit was determined based on
the market approach. Under the market approach, we estimated fair value based on market multiples of revenue
or earnings of comparable companies. Under the income approach, we measured fair value of the Inkjet and
APPS reporting units based on a projected cash flow method using a discount rate determined by our
management to be commensurate with the risk inherent in our current business model.

To idéntify suitable comparable companies under the market approach, consideration was given to the financial
condition and operating performance of the reporting unit being evaluated relative to companies operating in the
same or similar businesses, potentially subject to corresponding economic, environmental, and political factors
and considered to be reasonable investment alternatives. Consideration was given to the investment
characteristics of the subject company relative to those of similar publicly traded companies (i.e., guideline
companies). Guideline company stocks are actively traded. In applying the Public Company Market Multiple
Method (“PCMMM?”), valuation multiples were derived from historical and projected operating data of guideline
companies and applied to the appropriate operating data of our reporting units to arrive at an indication of fair
value. Five, four, and seven suitable guideline companies were identified for the Fiery, Inkjet, and APPS
reporting units, respectively. Based on our valuation results, we have determined that the fair values of our
reporting units exceed their carrying values. Fiery, Inkjet, and APPS fair values are $226, $192, and $67 million,
respectively, which exceed carrying value by 124%, 34%, and 26%, respectively.
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Because the fair value of the Fiery reporting unit significantly exceeded its carrying value as of ;
December 31, 2010 as indicated by the market-based valuation, management did not deem it necessary to further
supplement the bases for this judgment. While the fair value of the Inkjet and APPS reporting units exceeded
their carrying values based on the market-based valuation, management determined to further examine whether
an impairment had occurred given the Inkjet impairment recognized in the fourth quarter of 2008 and the
relatively small excess of the fair value of the APPS reporting unit over.its carrying value. We reviewed the -
factors that could trigger an impairment charge and completed an income-based impairment analysis. As part of
this process, we engaged a third party valuation firm to aid management in its analysis. All estimates, key
assumptions, and forecasts were either provided by or reviewed by us. While we chose to utilize a third party
valuation firm, the impairment analysis and related valuations represent the conclusions of management and not
the conclusions or statements of any third party. ,

Solely for purposes of establishing inputs for the income approach to assess the fair value of the Inkjet and APPS
reporting units, we made the following assumptions:

+  Despite improved Inkjet performance in 2010, resulting from an improving economic climate in 2010
and new product introductions beginning in 2009 and continuing in 2010, Inkjet revenues remained
below 2008 results. B ' o

s« APPS revenue in 2010 exceeded 2008  revenue due to improved APPS performance resulting from the
Radius acquisition and continued strong performance from the Pace acquisition.

o Inkjet revenue will -:xc'eed‘ZQOS revenue levels in 2011. ,
+  Achieving a normalized long-term growth model between 2011 and 2015.

. Long-terrﬁ industry growth \past 2015.

Our discounted cash flow projections for the Inkjet and APPS reporting units were based on six-year financial
forecasts, which were based on annual financial forecasts developed internally by management for usein
managing our business and through discussions with the independent valuation ﬁmi engaged by us. The
significant assumpti_ons utilize'a in these six-year forecasts included annual revenue growth rates ranging from
5% to 18%, which equates to coinpduhd annual growth rates of 8% and 10% for the Inkjet and APPS reporting
units, respectively. Future cash»_ﬂQ\"Ns were discounted to present value using a mid-year convention and a
discount rate of 15%. Terminal values were calculated using the Gordon growth methodology with a long-term
growth rate of 4.5%. The sum of the fair values of the Fiery, Inkjet, and APPS reporting units was reconciled to
our current market capitalization (ba§éd on our stock price) plus an estimated control premium. Significant
assumptions used in deterrﬁining fair values of the reporting units include the determination of appropriate '
market comparables, estimated multiples of revenue and EBITDA that a willing buyer is likely to pay, estimated
control premium a willing buyer is likely to pay, gross profit, and operating expenses. Inkjet gross profit is
assumed to increase as fixed production costs are absorbed by increasing Inkjét volumes, while APPS gross
profit is assumed to remain consistent during the forecast horizon. Gross profit and operating expenses as a
percentage of revenue over the six-year forecast horizon are assumed to approximate percentages realized by the
guideline companies. ' T '

To assess the reasonableness of the estimated contrbI premium of 16%, we examined the most similar
transactions in relevant industries and determined the average premium indicated by the transactions deemed to
be most similar to a hypothetical transaction involving our reporting units. We examined the weighted average
and median control premiums offered in these industries, industry specific control premiums, and specific
transaction control premiums to conclude that our estimated control premium is reasonable.

Bl
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We assess the impairment of identifiable intangibles and long-lived assets whenever events or changes in
circumstances indicate the carrying value may not be recoverable or the life of the asset may need to be revised.
Factors considered important that could trigger an impairment review include:: o

. significar;t negative industry or economic trends,

*  significant decline in our stock price for a sustained period,

*  our market capitalization relative to het book value,

*  significant changes in the manner of our use of the acquired assets,
*  significant changes in the strategy for our overall business, and

*  our assessment of growth and profitability in each réporting unit over the coming years.

Given the uncertainty of the economic environment and the potential impact on our business, there can be no
assurance that our estimates and assumptions regarding the duration of the ongoing economic downturn, or the
period or strength of recovery, made for purposes of our goodwill impairment testing at December 31, 2010 will
prove to be accurate predictions-of the future. If our assumptions regarding forecasted revenue or gross profit
rates are not achieved, we may be required to record additional goodwill impairment charges in future periods
relating to any of our reporting units, whether in connection with the next annual impairment testing in the fourth
quarter of 2011 or prior to that, if any such change constitutes an interim triggering event. It is not possible to
determine if any such future impairment charge would result or, if it does, whether such charge would be
material. R .

Business combinations. We allocate the purchase price of acquired companies to the tangible and intangible
assets acquired, including IPR&D, and liabilities assumed based on their estimated fair values. Such a valuation
requires management to make significant estimates and assumptions, especially with respect to intangible assets.
All acquisitions are included in our financial statements from the date of acquisition.

In December 2007, ASC 805 was issued, which retained the fundamental requirement that the acquisition method
of accounting be used for all business combinations while revising the accounting treatment for the fair values of
certain acquired assets, liabilities, and expenses. See Note 1—The Company and its Significant Accounting
Poticies of our Notes to Consolidated Financial Statements for a summary of this recent accounting ‘
pronouncement and its impact on our accounting for business combinations. The amendment to ASC 805 applies
prospectively to business combinations for which the acquisition date is on or after January 1, 2009.

Management estimates fair value based upon assumptions believed to be reasonable. These estimates are based
on historical experience and information obtained from the management of the acquired companies. Critical
estimates in valuing certain intangible assets include, but are not limited to: future expected cash flows; acquired
developed technologies and patents; expected costs to develop IPR&D into commercially viable products and
estimating cash flows from the projects when completed; the acquired company’s brand awateness and market
position, as well as assumptions about the period of time the acquired brand will continue to be used in the
combined company’s product portfolio; and discount rates. The fair value of IPR&D was expensed prior to the
effective date of the amendment to ASC 805. There were no IPR&D costs associated with acquisitions after the
effective date of this amendment. : ’

The amendment to ASC 805 requires that we estimate the fair value of the acquisition-related contingent
consideration based on the probability of the realization of the performance targets. That estimate is based on
significant inputs that are hot observable in the market, which ASC 820-10-35 refers to as Level 3 inputs,
reflecting our assessment of the assumptions market participants would use to value these liabilities. The fair
value of contingent consideration is remeasured at each reporting period, with any changes in the fair value
recognized as a component of general and administrative expense.
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Other estimates associated with the accounting for acquisitions include severance costs and the costs to vacate or
downsize facilities, including the future costs to operate and eventually abandon or relinquish duplicate facilities.
These costs are based on estimates made by management and are subject to refinement. Estimated costs may
change as additional information becomes available regarding assets acquired and liabilities assumed and as
management continues its assessment of the pre-merger operations. Consistent with the amendments to ASC 803,
acquisition-related costs of $1.2 million were expensed during the year ended December 31, 2010 in connection
with our acquisition of Radius. Likewise, the amendments to ASC 805 also required that restructuring-related
expenses associated with our acquisition of Radius be expensed as a component of Restructuring and Other.

On July 2, 2010, we purchased Radius for approximately $14.1 million, net of cash acquired, plus an additional
future cash earnout, which is contingent on achieving certain performance targets. As of December 31, 2010,
approximately $2.1 million had been earned against the earnout. The $0.4 million excess above the valuation at
the acquisition date was expensed as a component of general and administrative expense in accordance with ASC
805. The potential undiscounted amount of all future contingent consideration cash payments that we could be
required to make, beyond amounts currently accrued, is between $0 and $1.5 million as of December 31, 2010.
We acquired Radius to establish our presence in the packaging industry. '

On December 2, 2008, we acquired the remaining interest in Raster, a mid-market, wide format graphics printer
developer and manufacturer in a step acquisition for approximately $5.3 million, to further expand our Inkjet
operating segment. - : - -

On July 28, 2008, we purchased Pace for approximately $20.1 million, net of cash acquired, plus an additional
future cash earnout, which is contingent on achieving certain performance targets. As of December 31, 2010,
approximately $5.3 million had been earned against the earnout. The potential undiscounted amount of all future
contingent consideration cash payments. that we could be required to make, beyond amounts currently accrued, is
between $0 and $0.6 million as of December 31, 2010. We acquired Pace to further strengthen our APPS
operating segment. .

The Radius, Pace, and Raster acquisitiohs are discussed more fully in Note 2—Acquisitions of the Notes to the
Consolidated Financial Statements.

Our financial projections may ultimately prove to be inaccurate and unanticipated events and circumstances may
occur. As a result, these estimates are inherently uncertain and unpredictable, assumptions may be incomplete or
inaccurate, and unanticipated events and circumstances may occur, which may affect the accuracy or validity of
such assumptions, estimates or other actual results. Therefore, no assurance can be given that the underlying
assumptions used to establish the valuation for these acquired businesses will prove to be correct. We typically
engage a third party valuation firm to aid management in its analysis. All estimates, key assumptions, and
forecasts were either provided by or reviewed by us. While we chose to utilize a third party valuation firm, the
valuations represent the conclusions of management and not the conclusions or statements of any third party.

Determining functional currencies for the purpose of consolidating our international operations. We have a
number of foreign subsidiaries, which together account for approximately 42% of our net revenue, approximately
13% of our total assets and approximately 34% of our total liabilities as of December 31, 2010. We typically
quote and invoice our international customers in U.S. dollars. ‘ ‘

In preparing our consolidated financial statements, we must remeasure and translate balance sheet and income
statement items into U.S. dollars. Foreign currency assets and liabilities are remeasured from the transaction
currency into the functional currency at current exchange rates, except for non-monetary assets and capital accounts,
which are remeasured at historical exchange rates. Revenue and expenses are remeasured at monthly exchange
rates, which approximate average exchange rates in effect during each period. Gains or losses from foreign currency
remeasurement are included in other income (expense), net. Net gains or losses resulting from foreign currency
transactions, including hedging gains and losses, are reported in other income (expense), net, and were a gain (loss)
of $(3.4), $0.2, and $(2.9) million for the years ended December 31, 2010, 2009, and 2008, respectively.
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For those subsidiaries that operate in a local currency functional environment, all assets and liabilities are
translated into U.S. dollars using current exchange rates; revenue and expenses are translated using monthly
exchange rates, which approximate the average exchange rates in effect during each period. Resulting translation
adjustments are reported as a separate component of accumulated other comprehensive income (“OCI”) in
stockholders’ equity. The cumulative translation adjustment balance at December 31, 2010 was an unrealized
gain of $2.7 million.

Based on our assessment of the salient economic indicators discussed in ASC 830-10-55-5, Foreign Currency
Matters, we consider the U.S. dollar to be the functional currency for each of our international subsidiaries except
for our German subsidiary, EFI GmbH, for which we consider the Euro to be the subsidiary’s functional
currency, our Japanese subsidiary, Electronics For Imaging Japan KK, for which we consider the J apanese Yen
to be the subsidiary’s functional currency, and our U.K. subsidiary, Electrons For Imaging United Kingdom
Limited, for which we consider the British pound sterling to be the subsidiary’s functional currency.

Recent Accounting Pronouncements

See Note 1—The Company and Its Significant Accounting Policies of the Notes to Consolidated Financial
Statements for a full description of recent accounting pronouncements including the respective expected dates of
adoption.

Liquidity and Capital Resources

(in thousands) 2010 2009 2008
Cash and cashequivalents . ...............ccoourimnnnnnn . $126,363  $106,067 $ 132,152
Short-term iNVeStMEnts .. .0 .. ... vt o - 103,300 98,134 57,199

Total cash, cash equivalents, and short-term investments ............ $229,663 $204,201 $ 189,351
Net cash provided by (used for) operating activities .................... $ 43923 $(19,668) $ 27,819
Net cash provided by (used for) investing activities.. . ................... (27,480) 88,581 236,689
Net cash provided by (used for) financing activities ............... DA 3,698 (95,019) (297,903)
Effect of foreign exchange rate changes on cash and cash equivalents . . . . .. 155 21 (89)

Increase (decrease) in cash and cash equivalents ................... $ 20,296 $(26,085) $ (33,484)
Overview

Cash, cash equivalents, and short-term investments increased $25.5 million to $229.7 million as of December 31,
2010 from $204.2 million as of December 31, 2009. The increase was primarily due to cash provided by
operating activities of $43.9 million, ESPP proceeds of $5.7 million, and proceeds from the exercise of stock
options of $1.0 million, partially offset by the $14.1 million purchase of Radius, net of cash acquired, payment of
contingent consideration related to the Pace acquisition of $2.4 million, capital expenditures of $5.0 million, net
settlement of RSUs for employee common stock-related tax liabilities of $2.9 million, and the payment of
transaction costs of $0.6 million related to the tender offer concluded during the fourth quarter of 20009.

Cash, cash equivalents, and short-term investments increased $14.8 million to $204.2 million as of December 31,
2009 from $189.4 million as of December 31, 2008. The increase was primarily due to the receipt of $135.8
million, net of the direct transaction costs paid in 2009, related to the sale of building and land, offset by the
repurchase of $100 million of common stock thrbilgh the ASR and tender offer, repurchase of $0.2 million of
stock options in conjunction with our fair value stock option exchange, net settlement of $0.9 million of RSUs
and RSAs for employee common stock related tax liabilities, and cash used by operating activities of $19.7
million,
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On February 9, 2011, our Board of Directors approved a $30 million stock repurchase program.

On February 16, 2011, we entered into an agreement to acquire privately held Streamline for approximately $6.9
million in cash, plus an additional future cash earn out contingent on achieving certain performance targets.
Streamline is the provider of PrintStream PMIS software focused on mailing and fulfillment services for the
printing industry.

As of December 31, 2010, we have permanently reinvested $5.6 million of unremitted earnings, which are not
available to meet our operating and working capital requirements in 2011.

Based on past performance and current expectations, we believe that our cash, cash equivalents, short-term
investments, and cash generated from operating activities will satisfy our working capital needs, capital
expenditures, investment requirements, stock repurchase requirements, commitments

(see Note 8—Commitments and Contingencies of the Notes to Consolidated Financial Statements), and other
liquidity requirements associated with our existing operations through at least the next twelve months. We
believe that the most strategic uses of our cash resources include acquisitions, strategic investments to gain
access to new technologies, repurchases of shares of our common stock, and working capital. At

December 31, 2010, cash, cash equivalents, and short-term investments available for sale totaled $229.7 million.
Despite the current economic environment, we believe that our liquidity position and capital resources continue
to remain sufficient to meet our operating and working capital needs. '

Operating Activities

Net cash provided by operating activities in 2010 of $43.9 compares with net cash used for operating activities in
2009 of $19.7 miltion and net cash provided by operating activities in 2008 of $27.8 million. Net cash provided
by operating activities in. 2010 consists primarily of net income of $7.5 million, non-cash charges and credits of
$41.9 million, and net change in operating asset and liabilities of $5.5 million. Non-cash charges and credits
consist primarily of $20.9 million in depreciation and amortization, $15.9 million of stock-based compensation
expense, provision for inventory obsolescence of $3.5 million, and $2.3 million of excess solvent inventories and
related end-of-life purchases, partially offset by $0.7 million of other non-cash credits, charges, and provisions.
The net change in operating assets and liabilities of $5.5 million consists primarily of increases in accounts
receivable, inventories, and other current assets of $5.7, $5.3, and $2.1 million, respectively; decreases in net
taxes payable of $9.2 million; partially offset by increases in accounts payable and accrued liabilities of $16.8"
million.

Accounts Receivable

Our historical and primary source of operating cash flow is the collection of accounts receivable from our
customers and the timing of payments to our vendors and service providers. One measure of the effectiveness of
our collection efforts is average days sales outstanding for accounts receivable (“DSO”). DSOs were 54 days, 65
days, and 66 days at December 31, 2010, 2009, and 2008, respectively. We calculate DSO by dividing net
accounts receivable at the end of the quarter by revenue recognized during the quarter, multiplied by the total
days in the quarter. The significant improvement in DSO in 2010 is due to effective collections, especially during
the fourth quarter. We expect DSOs to vary from period to period because of changes in the mix of business
between our direct and OEM customers, and the effectiveness of our collection efforts. As the percentage of
Inkjet and APPS related revenue increases, we expect DSOs may trend higher. Our DSOs related to the Inkjet
and APPS operating segments are traditionally higher than those related to OEM customers in our Fiery
operating segment as, historically, OEM customers have paid on a more timely basis.

Inventories

Our inventories are procured primarily in support of the Inkjet and Fiery operating segments. Our inventories
decreased by $2.6 million from $48.8 million in 2009 to $46.2 million in 2010 primarily due to the $2.3 million
provision for excess solvent inventories and related end-of-life purchases.
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Accounts Payable, Accrued and Other Liabilities, and Net Income Taxes Payable

Our operating cash flows are:impacted by the timing of payments to our vendors for accounts payable and by our
accrual of liabilities. The change in accounts payable, accrued and other liabilities, and net income taxes payable/
receivable increased our operating cash flows by $7.6 million and decreased our cash flows by approximately
$16.1 and $4.4 million in 2009 and 2008, respectively. Our working capital, defined as current assets minus
current liabilities, was $265.3 and $246.7 million at December 31, 2010 and 2009, respectively.

Investing Activities

A summary of our investing activities at December 31, 2010, 2009, and 2008 is as follows (in thousands):

: : : 2010 2009 2008

Purchases of short-term investments ... ................. $(111,619)  $(167,465) $(170,732)
Proceeds from sales and maturities of short-term ‘ ‘

investments ............... B S © 105,603 127,163 461,929
Reclassification of funds from cash & cash equivalents to

short term investments ............................. — —_ (14,836)
Purchases, net of proceeds from sales, of property and _ :

equipment ......... e (5,016) (5,218) (11,607)
Proceeds from sale of building and land, net of direct ' ' ‘

transaction Costs .......... ... ........ DT ‘ —_— 135,802 _
Businesses purchased, net of cash acquired ......... e (16,448) — (25,283) "
Purchases of other investments ........................ — (1,701) (2,782)
Net cash provided by (used for) investing activities .. ...... $ (27,480) $ 88,581 $ 236,689

Acquisitions

Radius Solutions Incorporated (“Radius”): On July 2, 2010, we purchased Radius for apprbkimately $14.1
million, net of cash acquired, plus an additional future cash earnout, which is contingent on achieving certain
performance targets. As of December 31, 2010, approximately $2.1 million had been earned against the earnout.
The $0.4 million excess above the valuation at the acquisition date was expensed as a component of general and
administrative expense in accordance with ASC 805. The potential undiscounted amount of all future contingent
consideration cash payments that we could be required to make, beyond amounts currently accrued, is between
$0 and $1.5 million as of December 31, 2010. Headquartered in Chicago, Illinois, Radius is a print management
software company that provides PMIS solutions for the packaging industry.

Raster Printers, Inc. (“Raster”): On December 2, 2008, we acquired the remaining interest in Raster for
approximately $5.3 million, including direct acquisition costs plus an additional cash earnout, which was
contingent upon achieving certain performance targets. The earnout period expired December 31, 2010 with no
additional consideration earned. Headquartered in San Jose, California, Raster sells UV wide format printers.
primarily to mid-range customers in the display graphics market.

Pace Systems Group, Inc (“Pace”): On July 28, 2008, we purchased Pace for approximately $20.1 million, net of
cash acquired, including direct acquisition costs, plus an additional cash earnout amount, which is contingent
upon achieving certain performance targets. The second earnout period ended December 31, 2010 with additional
consideration earned of approximately $2.9 million, resulting in cumulative additional cash earnouts of

$5.3 million, which have been accounted for as an adjustment to the purchase price. The potential undiscounted
amount of all future contingent consideration cash payments that we could be required to make, beyond amounts
currently accrued, is between $0 and $0.6 million as of December 31, 2010. Headquartered in Jacksonville,
Florida, Pace is:a print management software company that provides PMIS and e-commerce software solutions.
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Property and Equipment

Our net property and equipment purchases totaled $5.0, $5.2, and $11.6 million in 2010, 2009, and 2008,
respectively. Our property and equipment additions have been funded by cash from operations.

We anticipate that we will continue to purchase property and equipment necessary in the normal course of our
business. The amount and timing of these purchases and the related cash outflows in future periods are difficult
to predict and are dependent on a number of factors including our hiring of employees, the rate of change in
computer hardware/software used in our business, our business outlook, and decisions to further invest or expand
business sites.

During the first quarter of 2009, we sold a portion of the Foster City, California campus for $137.3 million.
Under the agreement, we sold the approximately 163,000 square foot building at 301 Velocity Way, as well as
approximately 30 acres of related land and certain other assets related to the property. Net proceeds from the sale
of building and land, net of direct transaction costs paid in 2009, were $135.8 million. The cost of the land,
building, improvements, and direct transaction costs were included in the determination of the $80 million gain
on sale of building and land.

Investments

During 2010 and 2009, we purchased, net of sales and ma_turities, marketable securities of $6.0 and

$40.3 million, respectively. During 2008, we received net proceeds from sale and maturities of our marketable
securities of $291.2 million, of which $240.0 million was used to repay the 1.50% convertible senior debenture
holders. ’

We have classified our investment portfolio as “available for sale.” Our investments are made with a policy of
capital preservation and liquidity as primary objectives. We may hold investments in corporate bonds and U.S.
government agency securities to maturity; however, we may sell an investment at any time if the quality rating of
the investment declines, the yield on the investment is no longer attractive, or we have better uses for the cash.
Because we invest primarily in investment securities that are highly liquid with a ready market, we believe the
purchase, maturity, or sale of our investments has no material impact on our overall liquidity.

Restricted Investments

We have restricted investments that are required to be maintained by the synthetic lease of our Foster City office
facility. We are required to maintain cash in LIBOR-based interest-bearing accounts, which fully collateralize
our synthetic lease. We had $56.9 of restricted investments at December 31, 2010, which was accounted for as
restricted investments within noncurrent assets.

Financing Activities

The primary use of funds for financing activities in 2010, 2009, and 2008, was the use of $3.6, $101.1, and
$65.2 million, respectively, of cash to repurchase outstanding shares of our common stock, which included our
$30 million ASR and $70 million tender offer in 2009, repurchase of stock options from certain employees in
conjunction with our fair value stock option exchange, and the net seitlement of RSUs and RSAs for employee
common stock related tax liabilities. See Item 5S—Market for Registrant’s Common Equity, Related Stockholder
Matters, and Issuer Purchases of Equity Securities for further discussion of our common stock repurchase
programs. '

Historically, our recurring cash flows provided by financing activities have been from the receipt of cash from
the issuance of common stock from the exercise of stock options and for ESPP shares. We received proceeds
from the exercise of stock options and employee purchases of ESPP shares of $6.7, $5.9, and $7.3 million

in 2010, 2009, and 2008, respectively. While we may continue to receive proceeds from these plans in future
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periods, the timing and amount of such proceeds are difficult to predict and are contingent on a number of factors
including the price of our common stock, the number of employees participating in the plans, and general market
conditions. We anticipate that cash provided from the exercise of stock options may decline over time as we shift
to issuance of RSUs, rather than stock options.

The synthetic lease agreement for our corporate headquarters provides a residual value guarantee. Under ASC
460, Guarantees, the fair value of a residual value guarantee in lease agreements entered into after

December 31, 2002 must be recognized as a liability in our consolidated balance sheet. We have determined that
the guarantee has no material value as of December 31, 2010. : :

On June 2, 2008, we exercised our option to redeem and paid in cash the outstanding balance of our 1.50%
convertible senior debentures, which totaled $240 million. The redemption price for the securities was 100% of
the principal amount, plus accrued and unpaid interest and additional interest amounts to, but not including, the
redemption date.

Other Commitments

Our Fiery inventory consists primarily of raw and finished goods, memory subsystems, processors, and ASICs,
which are sold to third party contract manufacturers responsible for manufacturing our products. Our Inkjet
inventories consist of raw and finished goods, print heads, frames, UV ink, and other components in support of
our internal manufacturing operations and solvent ink, which is purchased from third party contract
manufacturers responsible for manufacturing our solvent ink. Should we decide to purchase components and do
our own manufacturing of Fiery controllers or Inkjet solvent ink, or should it become necessary for us to
purchase and sell components other than the processors, ASICs, or memory subsystems to our contract
manufacturers, inventory balances and potentially property and equipment would increase significantly, thereby
reducing our available cash resources. Further, the inventories we carry could become-obsolete, thereby
negatively impacting our financial condition and results of operations. We are also reliant on several sole-source
suppliers for certain key components and could experience a further significant negative impact on our financial
condition and results of operations if such supplies were reduced or not available.

We may be required to compensate our subcontract manufacturers for components purchased for orders
subsequently cancelled by us. We periodically review the potential liability and the adequacy of the related
allowance. Our financial condition and results of operations could be negatively impacted if we were required to
compensate our subcontract manufacturers in amounts in excess of the related allowance.

Legal Proceedings

From time to time, we may be involved in a variety of claims, lawsuits, investigations, and proceedings relating
to contractual disputes, securities law, intellectual property, employment matters, and other litigation matters
relating to various claims that arise in the normal course of our business. We determine whether an estimated loss
from a contingency should be accrued by assessing whether a loss is deemed probable and can be reasonably
estimated. We assess our potential liability by analyzing our specific litigation and regulatory matters using
available information.

We develop our views on estimated losses in consultation with inside and outside counsel, which involves a
subjective analysis of potential results and outcomes, assuming various combinations of appropriate litigation
and settlement strategies. Because of the uncertainties related to both the amount and ranges of possible loss on
the pending litigation matters, we are unable to predict with certainty the precise liability that could finally result
from a range of possible unfavorable outcomes. However, taking all of the above factors into account, we reserve
an amount that we could reasonably expect to pay for the cases discussed. Our estimates could be incorrect, and
we could pay more or less than our current accrual. Litigation can be costly, diverting management’s attention
and could, upon resolution, have a material adverse effect on our business, results of operations, financial
condition, and cash flow.
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Please refer to Item 3, Legal Proceedings, in this Annual Report on Form 10-K for more information regarding
our legal proceedings.

Contractual Obligations

The following table summarizes our significant contractual obligations at December 31, 2010 and the effect such
obligations are expected to have on our liquidity and cash flows in future periods. This table excludes amounts
already recorded on our balance sheet as liabilities at December 31, 2010, with the exception of the contingent
liability resulting from the Radius acquisition. '

Payments due by period
) More
Less than Between Between than
(in thousands) : Total 1 year 1-3years: 3-5years 5 years
Operating lease obligations) ......... ... ..., $19,007 $ 6,004 $8,850 $3,886  $267
Contingent liability® .......... .. ..o 2,744 2,125 619 — —
Purchase obligations® . ......... . . i 24116 24,116 — — —

1172 L $45,867 $32,245 $9,469 $3,886  $267

() Lease obligations related to the principal corporate facilities are estimated based on current market interest
rates (LIBOR). See Off-Balance Sheet Financing.

@  Represents the fair value of contingent consideration related to-the Radius acquisition. This amount is
reflected in our consolidated balance sheets under the captions “Accrued and other liabilities” and
“Contingent liability.” The current fair value represents the first year earnout, which was earned based on
realization of 2010 performance targets. The long-term fair value represents the present value of probability-
adjusted revenues related to the second year earnout of $2.1 million. . ‘

®  Excludes contractual obligations recorded on the balance sheet as current liabilities and certain purchase
orders as discussed below. ‘ :

Purchase obligations in the table above include agreements to purchase goods or services that are enforceable and
legally binding and that specify all significant terms including: fixed or minimum quantities to be purchased;
fixed, minimum, or variable price provisions; and the approximate timing of the transaction. Purchase obligations
exclude purchase orders for raw materials and other goods and services that are cancelable without penalty. Our
purchase orders are based on our current manufacturing needs and are generally fulfilled by our vendors within
short time horizons. We also enter into contracts for outsourced services; however, the obligations under these
contracts were not significant and the contracts generally contain clauses atlowing for cancellation without
significant penalty.

The expected timing of paymeht for the obligations listed above is estimated based on current information.
Timing of payments and actual amounts paid may be different depending on when the goods or services are
received or changes to agreed-upon amounts for some obligations.

The above table does not reflect unrecognized tax benefits of $32.5 million, the timing of which is uncertain. See
Note ll—fIncome Taxes of Notes to the Consolidated Financial Statements for additional discussion of
unrecognized tax benefits. ’

Off-Balance Sheet Financing

Synthetic Lease Arrangements

As of December 31, 2008 we were a party to two synthetic leases (the “301 Lease” and the “303 Lease”, together
“Leases”) covering our Foster City facilities located at 301 and 303 Velocity Way, Foster City, California. The
Leases provided a cost effective means of providing adequate office space for our corporate offices. The Leases
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included an option to purchase the facilities during or at the end of each Lease term for the amount expended by
the Jessor to purchase the facilities. The funds pledged under the Leases ($56.9 million for the 303 Lease and
$31.7 million for the 301 Lease at December 31, 2008) were in LIBOR-based interest bearing accounts and
restricted as to withdrawal at all times.

On January 29, 2009, we sold the 163,000 square foot 301 Velocity Way building, along with approximately

30 acres of land and certain other assets related to the property for $137.3 million. We retained ownership of the
approximately 295,000 square foot building at 303 Velocity Way that we currently occupy along with the related
land. We exercised our purchase option with respect to the 301 Lease in connection with the sale of the building
and land and terminated the corresponding synthetic lease. Accordingly, the $31.7 million of pledged funds were
recognized in the determination of the gain on sale of building and land in the Consolidated Statement of
Operations for the year ended December 31, 2009.

We have guaranteed to the lessor a residual value associated with the building equal to 82% of their funding of
the 303 Lease. Under the financial covenants, we must maintain a minimum net worth and a minimum tangible
net worth as of the end of each quarter. There is an additional covenant regarding mergers. We were in
compliance with all such financial and merger-related covenants as of December 31, 2010. We have assessed our
exposure in'relation to the first loss guarantee under the 303 Lease and have determined there is no deficiency to
the guaranteed value at December 31, 2010. If there is a decline in value, we will record a loss associated with
the residual value guarantee. In conjunction with the 303 Lease, we have entered into a separate ground lease
with the lessor for approximately 30 years. As of December 31, 2010, we were treated as the owner of this
building for federal income tax purposes. Since we exercised our purchase option with respect to the 301 Lease,
our maximum exposure under our remaining synthetic lease arrangement is $56.9 million as of

December 31, 2010.

Item 7A: Quantitative and Qualitative Disclosures about Market Risk
Market Risk

We are exposed to various market risks. Market risk is the potential loss arising from adverse changes in market
rates and prices, general credit, foreign currency exchange rate fluctuation, liquidity, and interest rate risks,
which may be exacerbated by the tightening of global credit markets and increase in economic uncertainty that
have affected various sectors of the financial markets and continue to cause credit and liquidity issues. We do not
enter into derivatives or other financial instruments for trading or speculative purposes. We may enter into
financial instrument contracts to manage and reduce the impact of changes in foreign currency exchange rates on
earnings and cash flows. The counterparties to such contracts are major financial institutions. During the fourth
quarter of 2009, we began hedging our operating expense exposure in Indian rupees. The notional amount of our
Indian rupee cash flow hedge was $2.5 million at December 31, 2010.

Interest Rate Risk

Marketable ‘Securities

We maintain an investment portfolio of short-term invéstments of various holdings, types, and maturities. These
short-term investments are generally classified as available—for-sale and, consequently, are recorded on the
balance sheet at fair value with unrealized gains and losses reported as a separate component of OCL. At any
time, a sharp rise in interest rates could have a material adverse impact on the fair value of our investment
portfolio. Conversely, declines in interest rates could have a material impact on interest earnings for our
portfolio. We do not currently hedge these interest rate exposures.
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The following table presents the hypothetical change in fair values in the financial instruments held by us at
December 31, 2010 that are sensitive to changes in interest rates. The modeling technique measures the change in
fair value arising from selected potential changes in interest rates. Market changes reflect immediate hypothetical
parallel shifts in the yield curve of plus or minus 100 basis points over a twelve month time horizon (in
thousands):

Valuation of h ) . Valuation of

securities given an securities given an
interest rate : interest rate. -
decrease of 100 No change in increase of 100
basis points interest rates basis points
$110,818 $109,808 $108,798

Foreign Currency Exchange Risk

A large portion of our business is conducted in countries other than the U.S. We are primarily exposed to changes
in exchange rates for the Euro, British pound sterling, Indian rupee, and Japanese yen. Although the majority of
our receivables are invoiced and collected in U.S. dollars, we have exposure from non-U.S. dollar-denominated
sales (primarily Euro, British pound sterling, and Japanese yen) and operating expenses (primarily Euro, British
pound sterling, Japanese yen, and Indian rupee) in foreign countries. We can benefit from a weakér.dollar and we
can be adversely affected from a stronger dollar relative to major currencies worldwide. Accordingly, changes in
exchange rates, and in particular a weakening of the U.S. dollar, may adversely affect our consolidated operating
expenses and operating income (loss) as expressed in U.S. dollars. During the fourth quarter of 2009, we began
hedging our operating expense exposure in Indian rupees. The ndgional amount of our Indian rupee cash flow
hedge was $2.5 million at December 31, 2010. '

Financial Risk Management

The following discussion about our risk management activities includes “forward-looking statements” that
involve risks and uncertainties. Actual results could differ materially from those projected in the forward-looking
statements. : -

As a global concern, we face exposure to adverse movements in foreign currency exchange rates. These
exposures may change over time as business practices evolve and could have a material adverse impact on our
financial results. Our primary exposures are related to non-U.S: dollar denominated sales in Europe, Japan, and
the U.K. and operating expenses in Europe, India, Japan, and the U.K. During the fourth quarter of 2009, we
began hedging our operating expense exposure in Indian rupees. As of December 31, 2010, we Had not entered
into hedges against any other currency exposures, but we may consider hedging against currency movements in
other currencies, as well as adjusting the hedged portion of our Indian rupee exposure in the future. :

We maintain investment portfolio holdings of various issuers, types, and maturities, typically U.S. Treasury and
government-sponsored entity securities, corporate debt instruments, and asset-backed instruments. These short-
term investments are classified as available-for-sale and consequently are recorded on the balance sheet at fair
value with unrealized gains and losses reported as a separate component of OCI. These securities are not
leveraged and are held for purposes other than trading.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Electronics For Imaging, Inc.:

In our opinion, the consolidated financial statements listed in the index appearing under Item 15(a)(1) present fairly, in all
material respects, the financial position of Electronics For Imaging, Inc. and its subsidiaries at December 31, 2010 and 2009,
and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2010 in
conformity with accounting principles generally accepted in the United States of America. In-addition, in our opinion, the
financial statement schedule listed in the accompanying index appearing under Item 15(a)(2) presents fairly, in all material
respects, the information set forth therein when read in conjunction with the related consolidated financial statements. Also
in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2010, based on criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). The Company’s management is responsible for these
financial statements and financial statement schedule, for maintaining effective internal control over financial reporting and
for its assessment of the effectiveness of internal control over financial reporting, included in Management’s Report on
Internal Control over Financial Reporting appearing under Item 9A. Our responsibility is to express opinions on these
financial statements, on the financial statement schedule, and on the Company’s internal control over financial reporting
based on our integrated audits. We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement and whether effective internal control over financial
reporting was maintained in all material respects. Our audits of the financial statements included examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement presentation. Our audit of internal
control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the
risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audits also included performing such other procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable basis for our opinions.

As discussed in Note 4 to the consolidated financial statements, the Company changed the timing of its annual goodwill
impairment assessment in 2009.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and
procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

As described in Management’s Report on Internal Control over Financial Reporting appearing under Item 9A, management
has excluded Golflane Limited (“Radius”) from its assessment of internal control over financial reporting as of December 31,
2010 because it was acquired by the Company in a purchase business combination during 2010. We have excluded Radius
from our audit of internal control over financial reporting. Radius is a wholly-owned subsidiary whose total assets and total
revenue represent 3.1% and 1.5%, respectively, of the related consolidated financial statement amounts as of and for the year
ended December 31, 2010. ‘

/s/ PRICEWATERHOUSE COOPERS LLP
San Jose, California
March 9, 2011
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Electronics For Imaging, Inc.
Consolidated Balance Sheets

December 31,
(in thousands) s 2010 2009
Assets
Current assets:
Cashand cashequivalents ............... ... oo $ 126,363 $ 106,067
Short-term investments, available forsale .................. ... ... ... ... . 103,300 98,134
Accounts receivable, net of allowances of $13.2 and $13.1 million, respectively . ... 85,453 80,168
Inventories ... ... i 46,216 48,786
Other current 4sSetS ... ...t 24,317 15,291
Total CurTent assets .. ...ttt 385,649 348,446
Property and equipment, net . ........... ... ... ... . 26,547 28,229
Restricted investments . ................ ..o 56,850 56,850
GoOdWill ... .o 139,517 122,840
Intangible assets, net . ............ ... . L 49,140 54,449
Deferred tax assets ................. i 47,137 47,777
Other @ssets . ... ...vte e 1,741 2,590
Total @Ssets ... ... $ 706,581 $ 661,181
Liabilities and Stockholders’ Equity
Current liabilities: ,
Accounts payable ............ $§ 49,189 $§ 35929
Accrued and other liabilities . .......... ... ... .. ... . ... . 45,730 35,861
Deferredrevenue ........ ... ... 24,298 23,521
Income taxes payable .................. .. . 1,182 6,483
Total current liabilities .............. ... ... ... ... . . . . . 120,399 101,794
Contingent liability .. ....... ... ... . . 619 —
“Deferred tax Habilities . ..................coooo e 1,292 —
Non-current income taxes payable ................... ... ... ... .. T 32,522 36,961
Total liabilities . ........ ... ... . . . . 154,832 138,755
Commitments and contingencies (Note 8)
Stockholders’ equity:
Preferred stock, $0.01 par value; 5,000 shares authorized; none issued and
outstanding . ... R — —
Common stock, $0.01 par value; 150,000 shares authorized; 74,456 and 72,276
- shares issued and outstanding, respectively .................... ... .. .. ... .. 745 723
Additional paid-in capital ............ ... .. 692,904 668,723
Treasury stock, at cost, 28,031 and 27,788 shares, respectively .................. (488,559) (485,618)
Accumulated other comprehensive income .............. ... 2,955 2,346
Retained earnings . ........... ... .. .. . 343,704 336,252
Total stockholders’ equity ................. .. ... . 551,749 522,426
Total liabilities and stockholders” equity ..................... ... .. .. ... $ 706,581 $ 661,181

See accompanying notes to consolidated financial statements.
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Electronics For Imaging, Inc.
Consolidated Statements of Operations

For the years ended December 31,

(in thousands, except per share amounts) 2010 2009 2008
REVEIUE .« o oot e et e e e e e e e e e et e e $504,007 $401,108 $ 560,380
Cost Of TEVENUED) . o\ st ettt et ettt i 236,322 189,625 242,963
Gross Profit ... .vveo 267,685 211,483 317,417
Operating expenses:
Research and development®® ... ... ... il 105,769 110,822 140,437
Sales and marketing( .. ... 107,322 102,001 119,400
General and administrative() . ... ... i 38,185 35,033 47,685
Amortization of identified intangibles ........ ... ... i 12,385 18,479 29,367
In-process research & development . ............oooieiiiee . — — 2,680
Restructuring and other (Note 14) .................. e 3,615 8,957 11,005
Goodwill and asset IMpPAIrMent . .....o.euenninnioaannnnennenn 685 3,208 111,858
Total OPErating EXPENSES . . .« o v v v v reve et emne e 267,961 278,500 462,432
LSS frOm OPETAtIONS .+ « ..t o vt eere et (276) (67,017) (145,015)
Other income (expense), net:
Interest and other income (exXpense), Net: . ......c..vvvvneernnrns (1,354) 3,061 11,939
Gainon sale of building and land ... ... ... ... o i — 79,991 —
Total other income (EXPENSe), NEt . . . ... ovvvn ettt eerenenns (1,354) 83,052 11,939
Income (loss) before iNCOME tAXES .. .. vvvvvvnnnu ey (1,630) 16,035 (133,076)
Benefit from (provision for) income taxes ............ ..o 9,117 (18,2006) 19,632
Net ineome (I0SS) . . ... vvvnnne e $ 7487 $ (2,171) $(113,444)
Net income (loss) per basic common share ...............ooiiie.nn $ 016 $ (004 $ (2.16)
Net income (loss) per diluted common share ........... ..o $ 016 $ (004 $ (2.16)
Shares used in basic per-share calculation ..............ccoviiant. 45,387 49,682 52,553
Shares used in diluted per-share calculation .. ....... ..o, 47,152 49,682 52,553
() Includes stock-based compensation expense as follows:
2010 2009 2008
COSE OF TEVEIIUE -+ « + v e e e e e e e e e e et e e e e $ 984 $ 1074 $ 2471
Research and development . ..........ueuuennninans 4,114 6,664 12,923
Sales and Marketing .. ......ouuiiiiiii 3,695 4,233 6,059
General and adminiStrative . .. ... vve et 7,132 6,613 11,974

See accompanying notes to consolidated financial statements.

72



"SIUIUIDIS [D10UDULf PaIDPOSUOD 0] §a10U SUIlunduiolon 29§

OVF.Hmm % Vanme % mmm“N % Aammnww—uv@ AﬂMQawNv VG@»NQO% MVB% WWV.VB LR T T T TN e e 0102 .Hﬂ I3qUIdA( JO S saduR[Rg
(s¢) (S€) T e e et e ERRRRETE B8R0
WQWJ mmw.~ ................................. wﬂNNQ MOOum 01 ﬁ®um~OH H@DEOG— KM,H
199°¢ £69°C 8 0SL ddsH 03 uensind pansst o015
(1%6'7) (V6'T)  (EVT) el aseyoindal Yoorg
ST6'ST ST6'ST uonesuadwios paseq-001g
- €D €1 el Tttt DOSOA JOOIS PAIOLNSY
701 1201 I 98 suondo J00Js UOWIWIOD JO ISTOIOXH
960°8 LSY'L 609 e e (sso) swoout aarsuayardwo))
81 e e e e e e e BYO
AOOC e . . N . ©* SJUOUHSAAUT ULI9J-110GS U0 UONEN[eA 1oNIRIA
NN\\ ............................................. Hﬁvaawﬂbuw ﬁomuﬁﬂmﬁdb %Uﬁubﬁo
1XB] JO 13U ‘QUI0oUY dATsuSy21dwos 110
N\wvnh ........................ R T T T T JRILIR R OEOU:M Ho»v/M
@N_VnNNm % NmN.Wmm % W.VM»N % Aw—mwmmwﬁuvﬁ Awwhmhﬂv MNNMWW@% MNB@ WhNaNh .............................................. @QON aﬁm J3qUIA(] JO SE SIouBEq
mmwnm menm w N\N‘N‘ RN e sy s e D T T T U o .. mmmm OH HQNN#MH:Q t@:mmﬁ VMQOﬁw
(68%'101) (68V'I01) (LOV'®)  reresseeeiceesieiiii D -+ aseyomdal 001§
¥85'81 78581 uonesuadmoo paseq-201g
— W L 9L e DRISOA JOOIS PAILNSTY
(L9m) wor) e a8ueyoxe rondo Yo03s anTeA Irej 0 YA uonounfuoo ur aseyoindey
- (89) 8C e 6002 ‘T THdY 3o se 1-69-01-0Z¢ DSV jo uondope uodn jusunsnlpe 100g5e sanEMUINY
6SSD) (I1L1D TI9 e e e T (SSO[) PWOdUT ®>ww:®£®uQEOU
TT 250
000 e $UOUISOATT ULIZ}-110YS UO UOHEN[ZA 1B
Ammv L R T T T uﬂoauwsﬁvﬁ EOmuﬁﬁwﬂﬁb %OQDESU
1XB] JO 19U ‘0woour dArsuayaIdwos om0
Aﬂhﬁ»mv .......... AR IR wmﬁ: HUZ
STTT09 $  I8H'8EE 9L9T$ ~ (6TIFRE)$ (I8E61) T8P'PPO$S  80L$ 8eLfoL ~ ' " R 8007 ‘TE 19qUIA(] JO se sooueeg
AMWH.WV — _ Ammﬁ.mv ................................................ wﬂﬁ?m MoOuw 01 UQHQMOH Owﬁ&&&@ Kﬁrﬁ
wa»m Aﬂowrm W va .................................................. mmmm OH wgsmvﬁs& @05@@% &OOum
AOMN»W@V AOMN»WCV ANWN\»WV ............................................................. OWNEOH—AQDH vMUOHm
Mbommm ‘Hhoamm ............... .. .. e D I B R cOmMﬁwquﬁHEoo UOW&G—IV#QOHM
N Amv m MO.V ......................................................... ﬂv@umvxw vMUOMW@OHOﬁMMW@MM
mo.v.m mo.vnm N N@ﬂ ................ R T T T S T R R WQO«HQO VMOme UOLWIOD nwo QWMQ.HOKm
AOVM.WMHV AAV.V.V»MHﬁv Aoownﬁv ............ B R mem D>MmCD£®.~QEOO
: (109°'1) STUQUUISIAUT ULIS)-)IOUS UO UOTIBN[RA 1NIBIA
Am@Nv ............................................. uﬁuﬁbmﬂ.ﬁu«w uone[sueI \mocvb:U
'XB] JO 19U ‘OUWI0dU[ JAISUAYIdWOd 1910
17 72 7ax 2% 1 1 5 G $SO[ 10N
966°CPL $  STEISH $ USES  (668°BIE)S (6TOPD)  TOL'909$  969$ ~EE9'GY " TTtiiririsieciieiieieii 00 Spe 3qUIBOR( JO SE SAOURIRY
Kymba sduiurea  (ssof) awoouy - JUNOWy- saseqs  ended  junowry saxeys (spuesnouy ur)
(SIIP[OYID0)S PIULBIIY SAISUIYRIdUIOD ur-pred ’
®oL 39098 AINSeax], [euonippy 203 Hournwo))

BIYIO

Aymby SIPIOYHD0)S JO SUGWA)E)S PIIEPIOSTO))
U] ‘Surdeul] J0,] SOIUOIIIIH ;

73



Electronics For Imaging, Inc.
Consolidated Statements of Cash Flows

For the years ended December 31,
(in thousands) 2010 2009 2008

Cash flows from operating activities: _
Net income (10S8) « .. vvvevnnennnn.. U SN $ 7487 $ (2,171) $(113,444)
Adjustments to reconcile net income (loss) to net cash provided by (used '

for) operating activities:

Depreciation and amortization . ...l 20,943 29,453 41,437
Acquired in-process research & development ...................n — — 2,680
DeferTed tAXES v vttt e et e e e (4,190) 6,806 (33,988)
Provision for allowance for bad debts and sales-related allowances . . .. . 2,525 7,703 5,420
Tax expense from employee stock plans ............ ... — — (3,170)
Excess tax benefit from stock-based compensation . ................. (573) (180) (36)
Gain on sale of buildingandland ............ ... o il —_ (79,991) —
Provision for inventory obsolescence ............. ... oo . 5,833 4,986 2,478
Stock-based cOmMPENSation . ......c.oiiiiiitt e 15,925 18,583 33,427
Goodwill and asset impairment . ...........c..oetiiiiiniiiies 685 2,334 111,858
Other non-cash charges and credits . ...... ..., 734 2,252 (5,258)
Changes in operating assets and liabilities, net of effect of acquired
companies:
ACCOUNES TECEIVADIE . . . vt e et ettt (5,718) 9,799 5,008
TOVEDLOTIES. & v o e v e et e e ettt et e f et n et iaa e eneeaenns (5,329) (6,454) (12,722)
OFhET CULTENL ASSELS .+« o v v e e e e e e e e et et e et e et e v aeaae e (2,083) 3,325 (1,435)
Accounts payable and accrued liabilities . .............. ... 16,836 (23,383) (13,965)
Income taxes payable/receivable,net ...l 9,152) 7,270 9,529
Net cash provided by (used for) operating activities ................... 43,923 (19,668) 27,819
Cash flows from investing activities:
Purchases of short-term investments .............ccovivenenenevens (111,619) (167,465) (170,732)
* Proceeds from sales and maturities of short-term investments ......... 105,603 127,163 461,929
Reclassification of funds from cash & cash equivalents to short term ’
IIIVESTITIENATS & & o v oot e e et et ettt e it s itne e iainennneaens — —_ (14,836)
Purchases, net of proceeds from sales, of property and equipment . . .. .. (5,016) (5,218)  (11,607)
Proceeds from sale of building and land, net of direct transaction
COSES & v ettt e e e — 135,802 —
Businesses purchased, net of cash acquired . ..............c.oovenn (16,448) — (25,283)
Purchases of other investments . ... .....ccveeenrinenenneenneanss — (1,701) (2,782)
Net cash provided by (used for) investing activities ................... (27,480) 88,581 236,689
Cash flows from financing activities:
Repayment of convertible debentures ....... e — — (240,000)
Proceeds from issuance of commonstock .. ... ..ot 6,682 5,876 7,291
Purchases of treasury stock and net settlement of restrlcted stock,
including fransaction Costs .. ....... .. et i (3,557) (101,075) (65,230)
Excess tax benefit from stock-based compensation . ............ e 573 180 36
Net cash provided by (used for) flnancmg activities . .......ceeeenien. 3,698 (95,019) (297,903)
Effect of foreign exchange rate changes on cash and cash equivalents . 155 21 (89)
Increase (decrease) in cash-and cash equivalents .. ........o.iiaaa 20,296 (26,085) (33,484)
Cash and cash equivalents at beginning of year . ................. . 106,067 132,152 165,636
Cash and cash equivalents atendofyear .. ....................... $126,363 $ 106,067 $ 132,152

See accompdnying notes to consolidated financial statements.
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Electronics For Imaging, Ine.
Notes to Consolidated Financial Statements

Note 1: The Company and Its Significant Accounting Policies
The Company , k

We are a world leader in customer-focused digital printing innovation, including color digital print controllers,
super-wide and wide format printers and ink, and print management solutions. Our award-winning print
management solutions are integrated from creation to print. Our product portfolio includes Fiery digital color
print servers; Inkjet products including VUTEK super-wide digital inkjet printers, Jetrion industrial inkjet printing
systems, Rastek wide format digital inkjet printers, and ink for each of these product lines; and APPS consisting
of print production workflow, management information software, and corporate printing and packaging solutions.
Our integrated solutions and award-winning technologies are designed to automate print and business processes,
streamline workflow, provide profitable value-added services, and produce accurate digital output.

Significant Accounting Policies
Basis of Presentation

The accompanying consolidated financial statements include the accounts of EFI and our subsidiaries. All
significant intercompany accounts and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of the consolidated financial statements requires us to make estimates and judgments that affect
the reported amounts of assets, liabilities, revenue, and expenses and related disclosure of contingent assets and
liabilities. We evaluate our estimates, including those related to revenue recognition, the allowance for doubtful
accounts, inventories, restructuring and other charges, asset impairment, depreciable lives of assets, goodwill and
intangible assets, income taxes, warranty obligations, purchase commitments, contingent liabilities, and other
contingencies on an ongoing basis. Estimates are based upon historical experience and various other assumptions
believed to be reasonable under the circumstances at the time of the estimate, the results of which form the basis
for making judgments about the carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates under different assumptions or conditions.

Cash, Cash Equivalents, and Short-term Investments

We invest our excess cash in deposits with major banks; money market securities; and municipal, U.S.
government and sponsored entity, and corporate debt securities. By policy, we invest primarily in high-grade
marketable securities. We are exposed to credit risk in the event of default by the financial institutions or issuers
of these investments to the extent of amounts recorded on the consolidated balance sheet.

We consider all highly liquid investments with a maturity of three months or less at the time of purchase to be
cash equivalents. Typically, the cost of these investments has approximated fair value. Marketable investments
with a maturity greater than three months are classified as available-for-sale short-term investments.
Available-for-sale securities are stated at fair market value with unrealized gains and losses reported as a separate
component of stockholders’ equity, adjusted for deferred income taxes. Realized gains and losses on sales of
investments are recognized upon sale of the investments using the specific identification method.

Fixed income debt sécurities are classified as available-for-sale and are carried at fair value, which is determined
based on quoted market prices, with net unrealized gains and losses (other than the credit portion of any other-
than-temporary impairment, which is included in net income (loss)) included in OCI, net of tax. We review
investments in debt securities for other-than-temporary impairment whenever the fair value of an investment is
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Electronics For Imaging, Inc.
Notes to Consolidated Financial Statements—(Continued)

less than the amortized cost and evidence indicates that the investment’s carrying amount is not recoverable
within a reasonable period of time. To determine whether an impairment is other-than-temporary, we consider
whether we have the intent to sell the impaired security or if it will be more likely than not that we willbe
required to sell the impaired security before a market price recovery and whether evidence indicating the cost of
the investment is recoverable outweighs evidence to the contrary. We have determined that gross unrealized
losses on short-term investments at December 31, 2010 are temporary in nature because each investment meets
our investment policy and credit quality requirements. We have the ability and intent to hold these investments
until they recover their unrealized losses, which may not be until maturity. Evidence that we will recover our
investments outweighs evidence to the contrary.

Investments that we currently own could suffer declines in fair value and become other-than-temporarily
impaired. We continuously assess the fair value of individual securities as part of our ongoing portfolio
management. Our other-than-temporary assessment includes reviewing the length of time and extent to which
fair value has been less than amortized cost basis, the seniority and durations of the securities, adverse conditions
related to a security, industry, or sector, historical and projected issuer financial performance, credit ratings,
issuer specific news, and other available relevant information. Based on the above analysis, we identified one
security that was other-than-temporarily impaired at December 31, 2008. As a result of our adoption of ASC
320-10-65-1, Transition Related to FASB Staff Position FAS 115-2 and FAS 124:2, Recognition and
Presentation of Other-Than-Temporary Impairments, effective in the second quarter of 2009, we recorded a
cumulative effect adjustment of $0.1 million, to reduce the cost of the previously identified security and retained
earnings. In the fourth quarter of 2009, we identified two additional securities that were other-than-temporarily
impaired at December 31, 2009 and recognized impairment losses of $0.2 million in other income (loss). " '

In determining whether a credit loss existed, we use our best estimate of the present value of cash flows expected
to be collected from the debt security. For asset-backed and mortgage-backed securities, cash flow estimates
including prepayment assumptions were based on data from widely accepted third party data sources or internal
estimates. In addition to prepayment assumptions, cash flow estimates vary based on assumptions regarding the
underlying collateral including default rates, recoveries, and changes in value. Expected cash flows were
discounted using the effective interest rate implicit in the securities. ’

Allowance for Doubtful Accounts and Sales-related Allowances

We establish an allowance for doubtful accounts to ensure that trade receivables are not overstated due to
uncollectability. To ensure that we have established an adequate allowance for doubtful accounts, management
analyzes accounts receivable and historical bad debts, customer concentrations, customer creditworthiness,
current economic trends and macroeconomic conditions, changes in customer payment terms, the length of time
receivables are past due, and significant one-time events. We record specific reserves for individual accounts -
when we become aware of specific customer circumstances, such as bankruptcy filings, deterioration in the
customer’s operating results or financial position, or potential unfavorable outcomes from disputes with
customers or vendors. '

We perform ongoing credit evaluations of the financial condition of our OEM, third-party distributor, reseller,
and other customers and require collateral, such as letters of credit and bank guarantees, in certain circumstances.
The past due or delinquency status of a receivable is based on the contractual payment terms of the receivable.
The need to write off a receivable balance depends on the age, size, and a determination of collectability of the
receivable. Balances are written off when we deem it probable that the receivable will not be recovered.

We also make provisions for sales rebates and revenue adjustments based upon analysis of current sales
programs and revenue. ‘
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Notes to Consolidated Financial Statements—(Continued)

Concentration of Risk

We are exposed to credit risk in the event of default by any of our customers to the extent of amounts recorded in
the consolidated balance sheet. We perform ongoing evaluations of the collectability of accounts receivable
balances for our customers and maintain allowances for estimated credit losses. Actual losses have not
historically been significant, but have risen over the past several years as our customer base has grown through
acquisitions. -

Our Fiery products, which constitute approximately 47% of our revenue, are primarily sold to a limited number
of OEMs. We expect that we will continue to depend on a relatively small number of OEM customers for a
significant portion of our revenue, although the significance of that revenue is expected to decline in future
periods as our revenue increases from Inkjet and APPS products. We generally have experienced longer accounts
receivable collection cycles in our Inkjet and APPS coperating segments compared to our Fiery operating segment
as, historically, OEM customers have paid on a more timely basis. Down payments are generally required from
Inkjet and APPS customers as a means to ensure payment.

We are reliant on certain sole-source suppliers for key components of our products. We conduct our business
with our component suppliers solely on a purchase order basis. Any disruption in the supply of key components
would result in our inability to manufacture our products:

Many of our current Fiery and APPS products include software that we license from Adobe. To obtain licenses
from Adobe, Adobe requires that we obtain quality assurance approvals from them for our products that use
Adobe software. Although to date we have successfully obtained such quality assurance approvals from Adobe,
we cannot be certain Adobe will grant us such approvals in the future. If Adobe does not grant us such licenses or
approvals, if the Adobe licenses are terminated, or if our relationship with Adobe is otherwise materially
impaired, we would likely be unable to manufacture products that incorporate Adobe PostScript® or other Adobe
software.

We subcontract with other companies to manufacture our Fiery controllers, solvent ink, Jetrion, and Rastek
products. We rely on the ability of our subcontractors to manufacture the products sold to our customers. A high
concentration of our Fiery products is manufactured at one subcontractor location. If the subcontractor lost
production capabilities at this facility, we would experience delays in delivering product to our customers. We do
not maintain long-term agreements with our subcontractors, which could lead to an inability. of such
subcontractor to fill our orders.

Inventories

Inventories are stated at standard cost, which approximates the lower of actual cost using a first-in, first-out
method, or market. We periodically review our inventories for potential slow-moving or obsolete items and write
down specific items to net realizable value as appropriate. Work-in-process inventories consist of our product at
various levels of assembly and include materials, labor, and manufacturing overhead. Finished goods inventory
represents completed products awaiting shipment.

We estimate potential future inventory obsolescence and purchase commitments to evaluate the need for
inventory reserves. Current economic trends, changes in customer demand, product design changes, product life
and demand, and the acceptance of our products are analyzed to evaluate the adequacy of such reserves.
Significant management judgment and estimates must be made and used in connection with establishing
inventory allowances and reserves in any accounting period. Material differences may result in changes in the

amount and timing of our net income (loss) for any period, if management made different judgments or utilized
different estimates.
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Notes to Consolidated Financial Statements—(Continued)

Property and Equipment, Net

Property and equipment is recorded at cost. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets. The estimated life for desktop and laptop computers is 24 months, furniture
has an estimated life of seven years, software is amortized over three to five years, and buildings have an
estimated life of 40 years. All other assets are typically considered to have a two to ten year life. Leasehold
improvements are amortized using the straight-line method over the estimated useful lives of the improvements
or the lease term, if shorter. Land improvements, such as parking lots and sidewalks, are amortized using the
straight-line method over the estimated useful lives of the improvements. ' :

When assets are disposed, we remove the asset and accumulated depreciation from our records and recognize the
related gain or loss in results of operations. The cost and related accumulated depreciation applicable to property
and equipment sold or no longer in service are eliminated from the accounts and any gain or loss is included in
other income (expense), net.

Depreciation expense was $8.5, $10.9, and $11.4 million for the years ended December 31, 2010, 2009, and
2008, respectively. \

Repairs and maintenance expenditures, which are not considered improvements and do not extend the useful life
of property and equipment, are expensed as incurred.

Internal Use Software

We follow the guidance in ASC 350-40, Intangibles—Goodwill and Other—Internal-Use Software. Software
development costs, including costs incurred to purchase third party software, are capitalized beginning when we
determine that certain factors are present, including among others, that technology exists to achieve the
performance requirements. The accumnulation of software costs to be capitalized ceases when the software is
substantially developed and is ready for its intended use. It is amortized over an estimated useful life of three
years using the straight-line method. ‘ o '

Restricted Investments

We have restricted investments that are required to be maintained by the synthetic lease of our Foster City office
facility. We are required to maintain cash in LIBOR-based interest-bearing accounts, which fully collateralize
our synthetic lease. We had $56.9 million of restricted investments at December 31, 2010, which was accounted
for as a noncurrent asset as restricted investments.

Goodwill

During the fourth quarter of 2009, we changed our annual goodwill impairment testing date from September 30
to December 31 of each year. This change was made to better align impairment testing procedures with year-end
financial reporting and the annual business planning and budgeting process, which commences during the fourth
quarter of each year. As a result, goodwill impairment testing now reflects the result of input from business and
other operating personnel in the development of the budget. Accordingly, management considered this
accounting change to be preferable. This change did not accelerate, delay, avoid, or cause an impairment charge,
nor did this change result in adjustments to previously issued financial statements.

We perform our annual goodwill impairment analysis in the fourth quarter of each year according to the
provisions of ASC 350-20-35, Goodwill—Intangibles and Other—Subsequent Measurement. A two-step

impairment test of goodwill is required. In the first step, the fair value of each reporting unit is compared to its
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carrying value. If the fair value exceeds carrying value, goodwill is not impaired and further testing is not
required. If the carrying value exceeds fair value, then the second step of the impairment test is required to
determine the implied fair value of the reporting unit’s goodwill. The implied fair value of goodwill is calculated
by deducting the fair value of all tangible and intangible net assets of the reporting unit, excluding goodwill, from
the fair value of the reporting unit as determined in the first step. If the carrying value of the reporting unit’s
goodwill exceeds its implied fair value, then an impairment loss must be recorded equal to the difference.

Based on the outcome of conditions existing during the fourth quarter of 2008, we determined that a triggering
event requiring an interim impairment analysis had occurred relating to the Inkjet reporting unit. The resulting
impairment analysis resulted in a non-cash’ goodwill impairment charge of $104 million during the fourth quarter
of 2008. The goodwill valuation analysis was performed based on our respective reporting units—Fiery, Inkjet,
and APPS—which are consistent with our operating segments identified in Note 15—Segment Information,
Geographic Data, and Major Customers of the Notes to Consolidated Financial Statements.

We determined the fair value of the Inkjet and APPS reporting units as of December 31, 2010 by equally
weighting the market and income approaches. The fair value of the Fiery reporting unit was determined based on
the market approach. Under the market approach, we estimated fair value based on market multiples of revenue
or earnings of comparable companies. Under the income approach, we measured fair value of the Inkjet and
APPS reporting units based on a projected cash flow method using a discount rate determined by our
management to be commensurate with the risk inherent in our current business model. Based on our valuation
results, we have determined that the fair values of our reporting units exceed their carrying values. Fiery, Inkjet,
and APPS fair values are $226, $192, and $67 million, respectively, which exceed carrying value by 124%, 34%,
and 26%, respectively. y

Please see Note 4—Goodwill and Long-Lived Asset Impairment of the Notes to Consolidated Financial
Statements.

Long-lived Assets, including Intangible Assets

We evaluate potential impairment with respect to long-lived assets whenever events or changes in circumstances
indicate that its carrying amount may not be recoverable. We recognized long-lived asset impairment charges of
$0.7, $3.2, and $1.8 million for the years ended December 31, 2010, 2009, and 2008, respectively, consisting
primarily of project abandonment costs related to equipment charges in the Inkjet operating segment, assets
impaired related to an Inkjet facility closure, certain Inkjet printer equipment, and the impairment of our
remaining equity method investees.

Intangible assets are evaluated for impairment based on their estimated future undiscounted cash flows. Based on
this analysis, no impairment of intangible assets, excluding goodwill, was recognized in 2010, 2009, or 2008.

Intangible assets acquired to date are being amortized on a straight-line basis over periods ranging from 2 to 18
years. No changes have been made to the useful lives of amortizable identifiable intangible assets in 2010, but
the shortening of the useful lives of certain trademarks during 2009 and 2008 resulted in a $1.1, $0.6, and $0.1
million impact on amortization expense for the years ended December 31, 2010, 2009, and 2008, respectively.
Intangible amortization expense was $12.4, $18.5, and $29.4 million for the years ended December 31, 2010,
2009, and 2008, respectively.

Other investments, included within other assets, consist of equity and debt investments in privately-held
companies that develop products, markets, and services that are strategic to us. In-substance common stock
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investments in which we exercise significant influence over operating and financial policies, but do not have a
majority voting interest, are accounted for using the equity method of accounting. Investments not meeting these
requirements are accounted for using the cost method of accounting.

The process of assessing whether a particular equity or debt investment’s fair value is less than its carrying cost
requires a significant amount of judgment due to the lack of a mature and stable public market for these
securities. In making this judgment, we carefully consider the investee’s most recent financial results, cash
position, recent cash flow data, projected cash flows (both short and long-term), financing needs, recent
financing rounds, most recent valuation data, the current investing environment, management or ownership
changes, and competition. This analysis is based primarily on information that we request and receive from these
privately-held companies and is performed on a quarterly basis. Although we evaluate all of our privately-held
equity and debt investments for impairment based on this criteria, each investment’s fair value is only estimated
when events or changes in circumstances have occurred that may have a significant effect on its fair value
(because the fair value of each investment is not readily determinable). Where these factors indicate that the
equity investment’s fair value is less than its carrying cost, and where we consider such diminution in value to be
other than temporary, we record an impairment charge to reduce such equity investment to its estimated fair
value.

During the fourth quarter of 2008, we assessed each remaining investment’s technology pipeline and market
conditions in the industry for the next several years and determined it is no longer probable that they will
generate enough positive future cash flows to recover the full carrying amount of the investment. As such, we
recognized an impairment charge of $6.1 million.

Our investments accounted for using the equity method of accounting totaled $0.3 million as of December 31,
2009 and 2008. Our consolidated results of operations for the years ended December 31, 2009 and 2008 include,
as a component of other income (expense), net, our share of the net losses of equity method investees of $1.4 and
$0.9 million, respectively.

During the second quarter of 2010, we further assessed each remaining investment’s ability to sustain an earnings
capacity that would justify the carrying amount of the investment in accordance with ASC 323-10-35-32. Based
on this assessment, we impaired the remaining carrying value of these investments of $0.3 million.

On December 2, 2008, we acquired the remaining interest of Raster. As a result, Raster is consolidated in our
financial statements as of December 2, 2008, and is no longer included in other assets.

Please refer to Note 4—Goodwill and Long-Lived Asset Impairment of the Notes to Consolidated Financial
Statements.

Fair Value of Financial Instruments

The carrying amounts of our financial instruments, including cash, cash equivalents, accounts receivable,
restricted investments, accounts payable, and accrued liabilities, approximate their respective fair market values
due to the short maturities of these financial instruments. The fair value of our available-for-sale securities,
derivative instruments, and contingent acquisition-related liability are disclosed in Note 5—Investments and Fair
Value Measurements of the Notes to Consolidated Financial Statements. In June 2008, we redeemed the
outstanding balance of our 1.50% convertible senior debentures for $240.0 million.

Warranty

Our Fiery controller and Inkjet printer products are generally accompanied by a 12-month warranty from date of
shipment, which covers both parts and labor. In accordance with ASC 450-30, Loss Contingencies, an accrual is

i
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made when it is estimable and probable based upon historical experience. A provision for estimated future
warranty work is recorded in cost of goods sold upon recognition of revenue and the resulting accrual is reviewed
regularly and periodically adjusted to reflect changes in warranty estimates. Management must estimate potential
inventory return rates and replacement or repair costs to evaluate the need for warranty reserves. Significant
management judgments and estimates must be made and used in connection with establishing warranty reserves
in each reporting period. Material differences may result in changes in the amount and timing of our income for
any period, if management made different judgments or utilized different estimates. Warranty reserves were $9.2
and $6.8 million as of December 31, 2010 and 2009, respectively..

Research and Development

We expense research and development costs associated with new software products as incurred until
technological feasibility is established. Research and development costs include salaries and benefits of
researchers, supplies; and other expenses incurred from research and development efforts. To date, we have not
capitalized research and development costs associated with software development as products and enhancements
have generally reached technological feasibility and have been released for sale at substantially the same time.

Revenue Recognition

We derive our revenue primarily from product revenue, which includes hardware (controllers, design-licensed
solutions including upgrades, inkjet printers including components replaced under maintenance agreements, and
ink), software licensing and development, and royalties. We also receive service revenue from software license
maintenance agreements, customer' support, training, and consulting. As described below, significant
management judgments and estimates must be made and used in connection with the revenue recognized in any
accounting period. Material differences could result in the amount and timing of revenue for any period if our
management made different Jjudgments or uti]izedfdifferent estimates. ‘

We recognize revenue in accordance with the provisions of SEC Staff Accounting Bulletin 104 “Revenue
Recognition” (“SAB 104”) and when applicable, ASC 605-25, Revenue Recognition—Multiple-Element
Arrangements, for the sale of controllers, printers, and ink. As such, revenue is generally recognized when
persuasive evidence of an arrangement exists, the product has been delivered or services have been rendered, the
fee is fixed or determinable, and collection of the resulting receivable is reasonably assured.

Products generally must be shipped against written purchase orders. We use either a binding purchase order or
signed contract as evidence of an arrangement. Sales to some of our OEM customers are evidenced by a master
agreement governing the relationship together with a binding purchase order. Sales to our resellers aré also
evidenced by binding purchase orders or signed contracts and do not generally contain rights of return or price
protection. Our arrangements genérally do not include product acceptance clauses. When acceptance is required,
revenue is recognized when the product is accepted by the customer. '

Delivery for hardware generally is complete when title and risk of loss is transferred at point of shipment from
manufacturing facilities, or when the product is delivered to the customer’s local common carrier. We also sell
products and services using sales arrangements with terms resulting in different timing for revenue recognition as
follows:

. if the title and/or risk of loss is transferred at a location other than our manufacturing facility, revenue
is recognized when title and/or risk of loss transfers to the customer, per the terms of the agreement;

*  iftitle is retained until payment is received, revenue is recognized when title is passed upon receipt of
payment; : :
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«  if payment is contingent upon installation, the revenue related to the portion of the payment for
installation is deferred until installation is complete;

«  if the sales arrangement is classified as an operating lease, revenue is recognized ratably over the lease
term; or

«  if the sales arrangement is a fixed price for performance extending over a long period and our right to
receive future payment depends on our future performance in accordance with these agreements,
revenue is recognized under the percentage of completion method.

We assess whether the fee is fixed or determinable based on the terms of the contract or purchase order. We
assess collection based on a number of factors, including past transaction history with the customer and the
creditworthiness of the customer. We may not request collateral from our customers. If we determine that
collection of a fee is not reasonably assured, we defer the fee and recognize revenue at the time collection
becomes reasonably assured, which is generally upon receipt of cash.

We license our software primarily under perpetual licenses. Revenue from software consists of software
licensing, post-contract customer support, and professional consulting. We apply the provisions of ASC 985-605,
Software—Revenue Recognition, and if applicable, SAB 104 and ASC 605-25, Revenue Recognition—Multiple-
Element Arrangements, to all transactions involving the sale of software products and hardware transactions
where the software is not incidental. ‘

When several elements, including software licenses, post-contract customer support, and professional services,
are sold to a customer through a single contract, the revenue from such multiple-element arrangements are
allocated to each element using the residual method in accordance with ASC 985-605. Revenue is allocated to
the support elements and professional service elements of an agreement using vendor specific objective evidence
(“VSOE”) of fair value and to the software license portion of the agreements using the residual method. We have
established VSOE of the fair value of our professional services based on the rates charged to our customers in
stand-alone orders. We have also established VSOE of fair value for post-contract customer support based on
substantive renewal rates. Accordingly, software license fees are recognized under the residual method for
arrangements in which the software is licensed with maintenance and/or professional services, and where the
maintenance and professional services are not essential to the functionality of the delivered software. Revenue
allocated to software licenses is recognized when the following four basic criteria are met: persuasive evidence of
an arrangement exists, delivery has occurred, the price is fixed or determinable, and collectability is probable.
Revenue allocated to post-contract support is recognized ratably over the term of the support contract assuming
the four basic criteria are met. We also have subscription arrangements where the customer pays a fixed fee and
receives services over a period of time. We recognize revenue from the subscriptions ratably over the service
period. Any up front setup fees associated with our subscription arrangements are recognized ratably, generally
over one year. K '

We previously followed the completed contract method for revenue recognition on long-term contracts involving
substantial customization. During the quarter ended September 30, 2010, we developed the ability to produce
estimates sufficiently dependable to require adoption of the percentage of completion method with respect to
certain fixed price contracts.

Revenue on certain fixed price contracts where we provide information technology system development and
implementation services is recognized over the contract term based on the percentage of development and
implementation services that are provided during the period compared with the total estimated development and
implementation services to be provided over the entire contract using guidance from ASC 605-35, Revenue
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Recognition—Construction-Type and Production—Type Contracts. These services require that we perform
significant, extensive, and complex design, development, modification, or implementation activities of our
customers’ systems. Performance will often extend over long periods, and our right to receive future payment
depends on our future performance in accordance with these agreements.

The percentage of completion method involves recognizing probable and reasonably estimable revenue using the
percentage of services completed, on a current cumulative cost to estimated total cost basis, using a reasonably
consistent profit margin over the period. Due to the long-term nature of these projects, developing the estimates
of costs often requires significant judgment. Factors that must be considered in estimating the progress of work
completed and ultimate cost of the projects include, but are not limited to, the availability of labor and labor
productivity, the nature and complexity of the work to be performed, and the impact of delayed performance. If
changes occur in delivery, productivity, or other factors used in developing the estimates of costs or revenue, we
revise our cost and revenue estimates, which may result in increases or decreases in revenue and costs, and such
revisions are reflected in income in the period in which the facts that give rise to that revision become known.

We recognize losses on long-term fixed price contracts in the period that the contractual loss becomes probable
and estimable. We record amounts invoiced to customers in excess of revenue recognized as deferred revenue
until the revenue recognition criteria are met. We record revenue that is earned and recognized in excess of
amounts invoiced on fixed price contracts as trade receivables.

Shipping and Handling Costs

Amounts billed to customers for shipping and handling costs are included in net sales. Shipping and handling
costs are charged to cost of sales as incurred.

Advertising

Advertising costs are expensed as incurred. Total advertising and promotional expenses were $5.2, $3.7, and $4.9
million for the years ended December 31, 2010, 2009, and 2008, respectively.

Income Taxes

We account for income taxes under the provisions of ASC 740, Income Taxes, which requires that deferred tax
liabilities and deferred tax assets be determined based on the differences between the financial statement and tax
bases of assets and liabilities, using enacted tax rates in effect for the year in which the differences are expected
to reverse. We estimate our actual current tax expense and the temporary differences resulting from differing
treatment of items, such as deferred revenue, for tax and financial accounting purposes. These differences result
in deferred tax assets and liabilities, which are included within our consolidated balance sheet. We must then
assess the likelihood that our deferred tax assets will be recovered from future taxable income. If we believe that
recovery of these deferred assets is not likely, we must establish a valuation allowance. To the extent we either
establish or increase a valuation allowance in a period, we include an expense within the tax provision in the
statement of operations.

In accordance with ASC 740-10-25-5 through 17, we account for uncertainty in income taxes by recognizing a
tax position only when it is more likely than not that the tax position, based on its technical merits, will be
sustained upon ultimate settlement with the applicable tax authority. The tax benefit to be recognized is the
largest amount of tax benefit that is greater than fifty percent likely of being realized upon ultimate settlement
with the applicable tax authority that has full knowledge of all relevant information.
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Business Combinations

We allocate the purchase price of acquired companies to the tangible and intangible assets acquired, including
IPR&D, and liabilities assumed based on their estimated fair values. Such a valuation requires management to
make significant estimates and assumptions, especially with respect to intangible assets. All acquisitions are
included in our financial statements from the date of acquisition.

In December 2007, ASC 805, Business Combinations, retained the fundamental requirement that the acquisition
method of accounting be used for all business combinations with the following changes: an acquirer records
100% of assets and liabilities of the acquired business, including goodwill, at fair value, regardless of the level of
interest acquired; certain contingent assets and liabilities are recognized at fair value at the acquisition date;
contingent consideration is recognized at fair value at the acquisition date with changes in fair value recognized
in earnings as assumptions are updated or upon settlement; iPR&D is recognized at fair value at the acquisition
date subject to amortization after product launch or otherwise subject to impairment; acquisition-related
transaction and restructuring costs are expensed as incurred; reversals of valuation allowances related to acquired
deferred tax assets and liabilities and changes to acquired income tax uncertainties are recognized in earnings;
and when making adjustments to finalize preliminary accounting, acquirers revise any previously issued post-
acquisition financial information in future financial statements to reflect any adjustments as if they occurred on
the acquisition date. ASC 805 applies prospectively to business combinations for which the acquisition date is on
or after January 1, 2009. Accordingly, ASC 805 was applied to the accounting for the Radius acquisition.

On July 2, 2010, we acquired Radius to establish our presence in the packaging industry. On December 2, 2008,
we acquired Raster, a mid-market, wide format graphics printer developer and manufacturer, to further expand
our Inkjet line of products. On July 28, 2008, we acquired Pace to strengthen our APPS operating segment. The
Radius, Raster, and Pace acquisitions are discussed in Note 2— Acquisitions in the Notes to Consolidated
Financial Statements.

Stock-Based Compensation

We adopted the fair value recognition provisions of ASC 718 using the modified prospective transition method.
Under this transition method, stock-based compensation expense in 2010, 2009, and 2008 includes compensation
expense for all stock-based payment awards granted prior to, but not yet vested, as of January 1, 2006 based on
the grant date fair value estimated in accordance with the original provisions of ASC 718 prior to amendment.
Stock-based compensation expense for all stock-based payment awards granted after January 1, 2006 is based on
the grant date fair value estimated in accordance with the provisions of ASC 718. We recognize these
compensation costs using the graded vesting method over the requisite service period, after assessing the
probability: of achieving requisite performance criteria with respect to performance-based awards. Stock-based
compensation expense is recognized over the requisite service period for each separately vesting tranche as
though each award were, in substance, multiple awards.

ASC 718 requires forfeitures to be estimated at the time of grant and revised-on a cumulative basis, if necessary,
in subsequent periods if actual forfeitures differ from those estimates. We use historical data and future
expectations of employee turnover to estimate forfeitures. The tax benefit resulting from tax deductions in excess
of the tax benefits related to stock-based compensation expense recognized for those awards are classified as
financing cash flows. ; ~

Our determination of the fair value of stock-based payment awards on the date of grant using an option pricing
model is affected by various assumptions including volatility, expected term, and interest rates. Expected
volatility is based on the historical volatility of our stock over a preceding period commensurate with the
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expected term of the option. The expected term is based upon management’s consideration of the historical life
of the options, the vesting period of the options granted, and the contractual period of the options granted. The
risk-free interest rate for the expected term of the option is based on the U.S. Treasury yield curve in effect at the
time of grant. Expected dividend yield was not considered in the option pricing formula since we do not pay
dividends and have no current plans to do so in the future.

We adopted the alternative transition method for calculating the tax effects of stock-based compensation expense
pursuant to ASC 718. The alternative transition method includes a simplified method to establish the beginning
balance of the APIC pool related to the tax effects of employee stock-based compensation expense, which is
available to absorb tax deficiencies recognized subsequent to the adoption of ASC 718. Tax shortfalls resulting
from the tax effects of employee stock-based compensation absorbed the remaining balance of the APIC pool in
2008.

Foreign Currency Translation

In preparing our consolidated financial statements, we must remeasure and translate balance sheet and income
statement items into U.S. dollars. Foreign currency assets and liabilities are remeasured from the transaction
currency into the functional currency at current exchange rates, except for non-monetary assets and capital
accounts, which are remeasured at historical exchange rates. Revenue and expenses are remeasured at monthly
exchange rates, which approximate average exchange rates in effect during each period. Gains or losses from
foreign currency remeasurement are included in other income (expense), net. Net gains or losses resulting from
foreign currency transactions, including hedging gains and losses, are reported in other income (expense), net,
and were a gain (loss) of $(3.4), $0.2, and $(2.9) million for the years ended December 31, 2010, 2009, and 2008,
respectively. .

For those subsidiaries that operate in a local currency functional environment, all assets and liabilities are
translated into U.S. dollars using current exchange rates and all revenue and expenses are translated using
monthly exchange rates, which approximate the average exchange rates in effect during each period. Resulting
translation adjustments are reported as a separate component of OCI in stockholders’ equity. The cumulative
translation adjustment balance at December 31, 2010 was an unrealized gain of $2.7 million.

Based on our assessment of the salient economic indicators discussed in ASC 830-10-55-5, Foreign Currency
Matters, we consider the U.S. dollar to be the functional currency for each of our international subsidiaries except
for our German subsidiary, EFI GmbH, for which we consider the Euro to be the subsidiary’s functional
currency, our Japanese subsidiary, Electronics For Imaging Japan KK, for which we consider the Japanese Yen
to be the subsidiary’s functional currency, and our U.K. subsidiary, Electrons For Imaging United Kingdom
Limited, for which we consider the British pound sterling to be the subsidiary’s functional currency.

Computation of Net Income (Loss) per Common Share

Net income (loss) per basic common share is computed using the weighted average number of common shares
outstanding during the period, excluding non-vested restricted stock. Net income (loss) per diluted common share
is computed using the weighted average number of common shares and dilutive potential common shares
outstanding during the period. Potential common shares result from the assumed exercise of outstanding common
stock options having a dilutive effect using the treasury stock method, from non-vested shares of restricted stock
having a dilutive effect, from shares to be purchased under the ESPP having a dilutive effect, from non-vested
restricted stock for which the performance criteria have been met, and from the conversion of our 1.50%
convertible senior debentures (“Debentures”) prior to redemption on June 2, 2008. In computing the dilutive
effect of the Debentures, the numerator is adjusted to add back the after-tax amount of interest and amortized
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debt issuance costs recognized in the period associated with the Debentures. Any potential shares that are anti-
dilutive as defined in ASC 260, Earnings per Share, are excluded from the effect of dilutive securities.

ASC 260-10-45-48, Earnings per Share, requires that performance-based RSUs that would be issuable if the end
of the reporting period were the end of the vesting period, if the result would be dilutive, are assumed to be
outstanding for purposes of determining net income (loss) per diluted common share as of the later of the
beginning of the period or the grant date. Accordingly, performance-based RSUs, which vest on March 2, 2011
based on achievement of specified performance criteria related to 2010 revenue and non-GAAP operating
income targets, and performance-based RSAs, which vest on March 15, 2011 based on achievement ofa
specified percentage of the 2010 operating plan, are included in the determination of net income (loss) per diluted
common share as of December 31, 2010. Performance-based and market-based targets were not met with respect
to any other stock options or RSUs as of December 31, 2010.

The following table presents a reconciliation of basic and diluted earnings per share for the three years ended
December 31, 2010 (in thousands, except per share amounts):

For the years ended December 31,

, 2010 2009 2008
Basic net income (loss) per share:
Net income (loss) available to common shareholders ... .. S0 $ 7487 - $(2.171)  $(113,444)
Weighted average common shares outstanding e . 45,387 ‘49,682 52,553
Basic net income (loss) per share .............ooooveieenn $ 016 $ (004 $ (2.16)
Dilutive net income (loss) per share:
Net income (loss) available to common shareholders .......... $ 7487 $(2,171) $(113,444)
Weighted average common shares outstandi'ng e L 45,387 49,682 52,553
Dilutive stock options and non-vested restricted stock ... .. 1,409 — —
Performance-based RSUs .............. PR 356 — —
Weighted average common shares outstanding for purposes of
computing diluted net income (loss) per share .............. 47,152 49,682 52,553
Dilutive net income (10355 pershare ............. S Ceea $ 016 $ (0.04) $ (2.16)

The following table sets forth potential shares of common stock that are not included in the determination of
diluted net income (loss) per share because to do so would be anti-dilutive for the periods presented, excluding
any performance-based or market-based stock options or RSUs for which the performance criteria 'were not met
as December 31, 2010, 2009, or 2008 (in thousands):

For the years ended

December 31,
- 2010 2009 2008
Stock options, non-vested restricted stock, and ESPP shares ... 2,281 5,‘547 7,801
Convertible senior debentures DD —_ — 3783
Total potential shares of common stock excluded from the

computation of diluted earnings per share ................ 2281 5547 11,584
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Effective for periods beginning after December 15, 2008, ASC 260-10-45 to 65 requires use of the two-class
method to calculate earnings per share when non-vested RSAs are eligible to receive dividends (i.e., participating
securities), even if we do not intend to declare dividends. The two-class method is not applicable to 2009 and
2008 when net losses were incurred as non-vested restricted stockholders do not “participate” in net losses. There
were only 101 thousand weighted average non-vested restricted stock awards eligible to receive dividends for the
year ended December, 2010; consequently, the impact on net income per diluted common share in applying the
two-class method for the year ended December 31, 2010 was not material.

Accounting for Derivative Instruments and Risk Management

We are exposed to market risk and foreign currency exchange risk from changes in foreign currency exchange
rates, which could affect operating results, financial position, and cash flows. We manage our exposure to these
risks through our regular operating and financing activities and, when appropriate, through the use of derivative
financial instruments. These derivative financial instruments are used to hedge economic exposures as well as to
reduce earnings and cash flow volatility resulting from shifts in market rates. Our objective is to offset gains and
losses resulting from these exposures with losses and gains on the derivative contracts used to hedge them,
thereby reducing volatility of earnings or protecting fair values of assets and liabilities. We do not have any
leveraged derivatives, nor do we use derivative contracts for speculative purposes. ASC 815, Derivatives and
Hedging, requires the fair value of all derivative instruments, including those embedded in other contracts, to be
recorded as assets or liabilities in our consolidated balance sheet. As permitted, foreign exchange contracts with
notional amounts of $2.5 and $1.4 million and net asset/liability fair values that are immaterial have been
designated for hedge accounting treatment at December 31, 2010 and 2009, respectively. The related cash flow
impacts of our derivative contracts are reflected as cash flows from operating activities.

Our primary exposures are related to non-U.S. dollar-denominated sales in Europe, Japan, and the U.K. and
operating expenses in Europe, India, Japan, and the U.K. During the fourth quarter of 2009, we began hedging
our operating expense exposure in Indian rupees. As of December 31, 2010, we had not entered into hedges
against any other currency exposures, but as these exposures grow we may consider hedging against currency
movements in other currencies, as well as adjusting the hedged portion of our Indian rupee exposure.

By their nature, derivative instruments involve, to varying degrees, elements of market and credit risk. The
market risk associated with these instruments resulting from currency exchange movement is expected to offset
the market risk of the underlying transactions, assets, and liabilities being hedged (e.g., operating expense
exposure in Indian rupees). We do not believe there is a significant risk of loss from non-performance by the
counterparties associated with these instruments because these transactions are executed with a diversified group
of major financial institutions. Further, by policy we deal with counterparties having a minimum investment
grade or better credit rating. Credit risk is managed through the continuous monitoring of exposures to such
counterparties,

Foreign currency derivative contracts with notional amounts of $2.5 and $1.4 million have been designated as
cash flow hedges of our Indian rupee operating expense exposure. The changes in fair value of these contracts are
reported as a component of OCI and reclassified to operating expense in the periods of payment of the hedged
operating expenses. The amount of ineffectiveness that was recorded in the consolidated statement of operations
for these designated cash flow hedges was immaterial. All components of each derivative’s gain or loss were
included in the assessment of hedge effectiveness. As of December 31, 2010, the net asset/liability fair value of
these contracts was immaterial.
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Variable Interest Entities

The FASB amended the Variable Interest Entities (“VIE™) sub-section of ASC 810, Consolidation, effective
January 2010. This sub-section of ASC 810 changes how a reporting entity evaluates whether an entity is
considered the primary beneficiary of a VIE and is therefore required to consolidate the VIE. ASC 810 requires
formal assessment at each reporting period regarding which party within the VIE is considered the primary
beneficiary and requires a number of new disclosures related to VIE’s. A qualitative approach is required for
identifying the primary beneficiary of a VIE based on the power to direct activities that most significantly impact
the economic performance of the entity and the obligation to absorb losses or right to receive benefits that could
be significant to us. The adoption of ASC 810 did not have a material impact on our financial condition or results
of operations.

Recent Accounting Pronouncements

In July 2009, the FASB issued ASC 105-10, Generally Accepted Accounting Principles (“ASC 105-10”). ASC
105-10 establishes the exclusive authoritative reference for U.S. GAAP in financial statements, except for SEC
rules and regulations, which are also authoritative U.S. GAAP for SEC registrants. The ASC supersedes all
existing non-SEC accounting and reporting standards. We have included the references to the ASC, as
appropriate, in the Notes to Consolidated Financial Statements.

In April 2009, the FASB issued three related staff positions, which modify ASC 820, Fair Value Measurements
and Disclosures, by providing additional application guidance and enhancing disclosures regarding fair value
measurements and impairments of securities.

. ASC 820-10-35, Fair Value Measurements and Disclosures—Subsequent Measurement, was amended
to provide guidance on determining fair value when there is no active market or when the price inputs
being used represent distressed sales and expands required disclosures of major security types.

. ASC 825-10-50, Financial Instruments—Disclosure, was amended to require disclosure of the methods
and significant assumptions used to estimate the fair value of financial instruments and ASC 270,
Interim Reporting, was amended to require disclosures about the fair value of financial instruments for
which it is practicable to estimate fair value, whether or not recognized in our financial statements, for
interim as well as annual reporting.

«  ASC 320, Investments—Debt and Equity Securities, was amended to provide operational guidance on
determining other-than-temporary impairments of debt securities and expand disclosure requirements.
Other-than-temporary impairments of debt securities must be allocated between credit and non-credit
components with the non-credit portion recognized as a component of OCI and the credit portion
included in net income (loss). A cumulative effect adjustment to the opening balance of retained
carnings and OCI is required in the period of adoption for other-than-temporary impairments of debt
securities recognized in prior periods, which are still held as investments at the date of adoption.

These amendments were adopted beginning in the second quarter of 2009. As a result of ASC 320-10-65-1,
Transition Related to FASB Staff Position FAS 115-2 and FAS 124-2, Recognition and Presentation of Other-
Than-Temporary Impairments, we recorded a cumulative effect adjustment of $0.1 million to retained earnings at
the date of adoption. ‘

In January 2010, the FASB issued Accounting Standards Update (“ASU”) 2010-06, Improving Disclosures about
Fair Value Measurements, which amends ASC 820 to add two new disclosures: (1) transfers in and out of Level
1 and 2 measurements and the reasons for the transfers, and (2) gross presentation of activity within the Level 3
rollforward. ASU 2010-06 also includes clarifications to existing disclosure requirements on the level of
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disaggregation and disclosures regarding inputs and valuation techniques. ASU 2010-06 became effective in the
first quarter of 2010, except for the gross presentation of the Level 3 rollforward, which is not effective until the
first quarter of 2011. The appropriate disclosures have been included in the accompanying condensed
consolidated financial statements.

In September 2009, the FASB ratified Emefgirig Issues Task Force (“EITF”) consensuses reflected in ASU
2009-13, Multiple-Deliverable Revenue Arrangements .(ASC 605), and ASU 2009-14, Certain Revenue
Arrangements That Include Software Elements (ASC 985). These consensuses shall be applied on a prospective
basis for revenue arrangements entered into or materially modified in fiscal years beginning after June 15, 2010
with earlier application permitted. ASU 2009-13 eliminates the residual method of allocation in multiple
deliverable arrangements. When applying the relative selling price method, the selling price for each deliverable
shall be determined using VSOE, if it exists. Otherwise, third party evidence of the selling price (“TPE”) shall be
used. If neither VSOE nor TPE exists for a deliverable, then the best estimate of the selling price for that
deliverable shall be used when applying the relative selling price method. ASU 2009-14 determined that tangible
products containing software and non-software components that function together to deliver the product’s
essential functionality are not required to follow the software revenue recognition guidance in ASC 985,
Software Revenue Recognition, as long as the hardware components of the tangible product substantively
contribute to its functionality. In addition, hardware components of a tangible product containing software
components shall always be excluded from the guidance in ASC 985. We are currently evaluating the impact of
these consensuses on our financial condition and results of operations. :

Supplemental Cash Flow Information

: : : ; Years ended December 31,
(in thousands) ' : : ) 2010 2009 2008

Supplemental disclosure of cash flow information: ' »

Cash paid for interest expense .... .- . B e e S $ 43 $ 4 $ 1,837

Cash paid for incomé taxes, net of refunds :e;:eived- ...... R T $ 4,128 $3,171 $ 8‘,303

Acquisition related activities: '

Cash paid for acquisitions . ............ ... ... . .. R $16,747 $§ — $25,405

Cash acquired in acquisitions ... ....... .. P (299) —_ (122)
Net cash paid for acquisitions ......... e e $16,448 § —  $25.283

Note 2: Acquisitionsv

Radius was acquired in 2010, while Raster and Pace were acquired in 2008. These acquisitions have been
accounted for using the purchase method of accounting. Under purchase accounting, the consideration is
allocated to the tangible and identifiable intangible assets acquired and liabilities assumed according to their
respective fair values on the date of acquisition. Excess purchase consideration is recorded as goodwill. Factors
contributing to a purchase price that results in goodwill include, but are not limited to, the retention of research
and development personnel with skills to develop future technology, support personnel to provide maintenance
services related to the products, a trained sales force capable of selling current and future products, the
opportunity to cross-sell Radius, Rastek, Pace, and EFI products to existing customers, and the positive
reputation that each of these companies have in the market.
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Radius Solutions Incorporated

On July 2, 2010, we acquired a 100% interest in privately held Golflane, a U.K. private limited company, the
parent holding company of Radius, for approximately $14.1 million, net of cash acquired, plus an additional
future cash earnout contingent on achieving certain performance targets. Direct acquisition costs and
restructuring charges were expensed in accordance with the new acquisition accounting guidance.

The fair value of the earnout was estimated to be $2.3 million by applying the income approach in accordance
with ASC 805-30-25-5. The income approach is based on significant inputs that are not observable in the market,
which ASC 820-10-35 refers to as Level 3 inputs. Key assumptions include a discount rate of 6.3% and
probability-adjusted level Radius revenues. This contingent liability has been reflected in the consolidated
balance sheet as a current liability of $1.7 million and a noncurrent liability of $0.6 million at the acquisition
date. Earnout performance targets were achieved during the fourth quarter of 2010, which resulted in an increase
in the fair value of the earnout by $0.4 million, which will also be paid in 2011. In accordance with ASC
805-30-35-1, changes in the fair value of contingent consideration subsequent to the acquisition date have been
recognized in general and administrative expense. The potential undiscounted amount of all future contingent
consideration cash payments that we could be required to make, beyond amounts currently accrued, is between
$0 and $1.5 million as of December 31, 2010.

We acquired Radius to establish our presence in the packaging industry. The acquisition was accounted for as a
purchase business combination. In accordance with ASC 803, the purchase price has been allocated to the
tangible and identifiable intangible assets acquired and liabilities assumed on the basis of their estimated fair
values on the date of acquisition based on valuations performed by a third party. We engaged a third party
valuation firm to aid management in its analysis of the fair value of Radius. All estimates, key assumptions, and
forecasts were either provided by or reviewed by us. While we chose to utilize a third party valuation firm, the
fair value analysis and related valuations represent the conclusions of management and not the conclusions or
statements of any third party. The purchase price allocation is subject to change within the measurement period
as valuations are finalized. The primary areas of the preliminary purchase price allocations that are not yet
finalized relate to the fair values of certain tangible assets acquired and liabilities assumed. We expect to
continue to obtdin information to assist us in determining the fair value of the net assets acquired at the
acquisition date during the measurement period. Measurement period adjustments determined to be material will
be applied retrospectively to the acquisition date in our consolidated financial statements and, depending on the
nature of the adjustments, our operating results subsequent to the acquisition period could be affected.

The initial preliminary purchase price allocation was adjusted during the fourth quarter to reflect a $0.9 and $0.6
million increase to goodwill and deferred tax assets, respectively, offset by a corresponding decrease to customer
relationships. This adjustment was recorded as an adjustment to the opening balance sheet resulting in a credit to
intangible amortization expense of $0.2 million.

Pro forma results of operations for the Radius acquisition have not been presented because they are not ‘material
to our consolidated results of operations. Goodwill, which represents the excess of the purchase price over the net
tangible and intangible assets acquired, is not deductible for tax purposes.

Raster Printers, Inc.

On December 2, 2008, we acquired the remaining interest in Raster for approximately $5.3 million, including
direct acquisition costs plus an additional cash earnout, which was contingent upon achieving certain
performance targets. The earnout period expired December 31, 2010 with no additional consideration earned.
Adjustments to the purchase price allocation during 2009 were $0.6 million. Headquartered in San Jose,
California, Raster sells UV wide format printers primarily to mid-range customers in the display graphics market.
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Pace Systems Group, Inc.

On July 28, 2008, we purchased a 100% interest in Pace for approximately $20.1 million, net of cash acquired,
including direct acquisition costs, plus an additional cash earnout amount, which is contingent upon achieving
certain performance targets. The second earnout period ended December 31, 2010 with additional consideration
earned of approximately $2.9 million, resulting in cumulative additional cash earnouts of $5.3 million, which
have been accounted for as an adjustment to the purchase price. The potential undiscounted amount of all future
contingent consideration cash payments that we could be required to make, beyond amounts currently accrued, is
between $0 and $0.6 million as of December 31, 2010. In addition, the purchase price allocation was adjusted by
$2.2 million during 2009 related to deferred taxes. Headquartered in Jacksonville, Florida, Pace is a print
management software company that provides PMIS and e-commerce software solutions.

Valuation Methodology

Intangible assets acquired consist of existing technology, IPR&D, patents, trademarks and trade names, and
customer relationships. Since all R&D efforts are in a deployment mode, there is no IPR&D related to the Radius
acquisition. IPR&D would have been capitalized as an intangible asset in accordance with the new acquisition
accounting guidance that became effective in 2009. We charged $0.7 million of IPR&D related to our acquisition
of Raster and $2.0 million of IPR&D related to our acquisition of Pace to operating expenses at the acquisition
date because technological feasibility had not been established and no future alternative uses existed.

The value of Raster and Pace IPR&D was determined by estimating the costs to develop the purchased IPR&D
into a commercially viable product, estimating the resulting net cash flows from the sale of the products resulting
from the completion of the IPR&D, and discounting the net cash flows back to their present value. Project
completion schedules were based on management’s estimate of tasks completed and the tasks to be completed to
bring the projects to technical and commercial feasibility. Dt oo

‘ Raster ~ Pace
Discount rate for IPR&D . ...............coouiiini i, 17-18% 24%
Percentage of completion for in-process projects acquired ............. 64-81% 23-83%

IPR&D on future acquisitions will be recognized at fair value at the acquisition date subject to amortization after
product launch or otherwise subject to impairment.

The following table summarizes the allocation of the purchase price to assets acquired and liabilities assumed (in
thousands) with respect to each of these acquisitions:

Radius Raster ' ' Pace

Weighted - Allocationat Weighted  Allocation at Weighted  Allocation at
average  December 31, average December 31, average  December 31,

useful life 2010 useful life 2010 useful life 2010

In-process research & development . . 5 — $ 680 $ 2,000
Existing technology ............... 5 years 2,850 3 years - 1,340 5 years 8,100
Customer contracts, relationships, and : o

maintenance agreements . ......., 5.years 3,101 5 years 980 9 years 4,600
Trademarks and trade names ........ 6 years 1,050 4 years 650 6 years 300
Goodwill ....................... - 13,774 2,560 12,727

20,775 6,210 | 27,727

Excess of liabilities assumed over » :

assetsacquired ................. (4,075) (188) (5,661)
Total purchase price . .............. $16,700 $6,022 $22.066
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Radius has been integrated into the APPS operating segment. The U.S. operations of Radius were integrated into
our U.S. operations and its U.K. entities were integrated into our U.K. operations. Radius U.K. generates revenue
and incurs operating expenses in British pounds sterling. This resulted in a change in the functional currency of
our EFI U.K. entity to the British pound sterling.

Note 3: Balance Sheet Components -

Selected balance sheet components are as follows (in thousands):

December 31,
2010 2009
Inventories, net of allowances:
RAW MALETIALS &« v v v e e oo et ie e iie e iaia s $ 19,178  $ 26,238
WOTK iD PIOCESS .+« oo vt vveevee s . 5,826 3,070
Finished goods ............. e e 21,212 19,478

$ 46,216 :$ 48,786

Property and equipment, net:

Land, buildings, and improvements ............... S S $ 20,955 - $ 20,941
Equipment and purchased software ............ ... 52,398 50,268
Furniture and leasehold improvements .............. ... 19,409 18,903
' 92,762 90,112
Less accumulated depreciation and amortization ................ (66,215)  (61,883)

$26,547 $ 28,229

Accrued and other liabilities:

Accrued compensation and benefits ... ... $17.632 $13432
WaLranty ProVISION . ... .vouutvrvee et 9,232 6,838
Accrued royalty payments ............iiiiieaiiiin 4,423 3,313
Contingent liabilities . ..........oooviiiiiiiiin e 5,070 2,000

Other accrued Habilities . .. ...ovvvrenreneeneneneennn. D 9,373 10,278
‘ " ' ‘ ' $45730  $ 35,861

Note 4: Goodwill and Long-Lived Asset Impairment
Purchased Intangible Assets

Our purchased intangible assets associated with completed acquisitions for the years ended December 31,2010
and 2009 are as follows: ' o

December 31, 2010 v December 31, 2009
. Weighted Gross Net Gross Net
average carrying  Accumulated  carrying carrying  Accumulated  carrying

(in thousands) useful life amount amortization amount ° amount amortization amount
Goodwill .............. $139517 § —  $139517 $122840 § —  $122.840
Existing technology ...... 4.6 $113,076  $(105,365) $ 7,711 $110,302 $(103,450) $ 6,852
Patents, trademarks, and )

trade names .......... 14.5 51,555 (20,432) 31,123 50,485 (17,732) 32,753
Other intangible assets . . .. ﬂ 66,769 (56,463) 10,306 63,835 (48,991) 14,844
Amortizable intangible

111 ¢ S 7.2 $231,400 $(182,260) $ 49,140 $224.622  $(170,173) $ 54,449
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Acquired existing technology, patents, trademarks, trade names, and other intangible assets are amortized over
their estimated useful lives of 2 to 18 years using the straight-line method, which approximates the pattern in
which the economic benefits of the intangible assets are realized. Aggregate amortization expense was $12.4,
$18.5, $29.4 million for the years ended December 31, 2010, 2009, and 2008, respectively. As of December 31,
2010 future estimated amortization expense each of the next five years and thereafter related to amortizable
intangible assets is estimated to be (in thousands):

Future
amortization
For the periods: expense
2011 oo AR [P $ 9,648
2012 Lo 6,961
2003 .o S S S 5,707
2014 .. e e e e e e 4,561
Thereafter .. ...... .0 . ... . . 22,263
" ' $49,140

Goodwill Rollforward

The goodwill rollforward is presented for the years ended December 3 1, 2010 and 2009 as required by ASC 805
(in thousands). , :

Fiery Inkjet APPS Total

Ending Balance, December 31,2008 . ................ .. . .. $53,250 $36,125 $ 33,206 $ 122,581

Additions ... Lo — 580 2,000 2,580
Adjustments to deferred tax assets / liabilities in accordance with
ASC 805-740-25, Business Combinations—Income Taxes—

Recognition ................... e i e — — (2,231) (2,231)
Foreign currency adjustments . ................... Pl — — - 107 107
Other . ... o — (197w — (197)
Ending Balance, December 31,2009 ... ...... ... . ... .. ... $53,250 $36,508 $ 33,082 $ 122,840
Additions ...................... e e e $ — $ — $ 16173 $ 16,173
Radius opening balance sheet adjustment .................... — — 943 943
Reclassification of Proofing Business from APPS to Fiery ....... 6,228 — (6,228) —
Foreign currency adjustments . . . . .. .. R 528 — (967) (439)
Ending Balance, December 31,2010 .................. .. .. $60,006 $36,508 $ 43,003 $ 139,517
Accumulated Impairnient, December 31,2010 ............ .. $ — $ —  $(103,991) $(103,991)

M R&D credits impacting taxes payable.

Goodwill previously reported in the APPS operating segment for the years ended December 31, 2009 and 2008
has been revised to conform to the year ended December 31, 2010 presentation, reflecting the reclassification of
proofing software from the APPS to the Fiery operating segment. Total goodwill for the years ended

December 31, 2009 and 2008 has not changed.
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Goodwill additions result from the Radius acquisition and Pace contingent consideration. The Pace acquisition
closed prior to the effective date of ASC 805. Consequently, Pace contingent consideration is accounted for as an
adjustment to the purchase price.

The initial preliminary allocation of the Radius purchase price was adjusted during the fourth quarter of 2010 to
reflect a $0.9 and $0.6 million increase to goodwill and deferred tax assets, respectively, offset by a
corresponding decrease to customer relationships. This adjustment was recorded as an adjustment to the opening
balance sheet resulting in a credit to intangible amortization expense of $0.2 million.

Based on the outcome of conditions existing during the fourth quarter of 2008, we determined that a triggering
event requiring an interim impairment analysis had occurred relating to the Inkjet reporting unit. The resulting
impairment analysis resulted in a non-cash goodwill impairment charge of $104 million during the fourth quarter
of 2008. The goodwill valuation analysis was performed based on our respective reporting units—Fiery, Inkjet,
and APPS—which are consistent with our operating segments identified in Note 15—Segment Information,
Geographic Data, and Major Customers of the Notes to Consolidated Financial Statements.

Goodwill Assessment

During the fourth quarter of 2009, we changed our annual goodwill impairment testing date from September 30
to December 31 of each year. This change was made to better align impairment testing procedures with year-end
financial reporting and the annual business planning and budgeting process, which commences during the fourth
quarter of each year. As a result, goodwill impairment testing now reflects the result of input from business and
other operating personnel in the development of the budget. Accordingly, management considered this
accounting change to be preferable. This change did not accelerate, delay, avoid, or cause an impairment charge,
nor did this change result in adjustments to previously issued financial statements.

We perform our annual goodwill impairment analysis in the fourth quarter of each year according to the
provisions of ASC 350-20-35, Goodwill—Intangibles and Other—Subsequent Measurement. A two-step
impairment test of goodwill is required. In the first step, the fair value of each reporting unit is compared to its
carrying value: If the fair value exceeds carrying value, goodwill is not impaired and further testing is not
required. If the carrying value exceeds fair value, then the second step of the impairment test is required to
determine the implied fair value of the reporting unit’s goodwill. The implied fair value of goodwill is calculated
by deducting the fair value of all tangible and intangible net assets of the reporting unit, excluding goodwill, from
the fair value of the reporting unit as determined in the first step. If the carrying value of the reporting unit’s
goodwill exceeds its implied fair value, then an impairment loss must be recorded equal to the difference.

Based on the outcome of conditions existing during the fourth quarter of 2008, we determined that a triggering
event requiring an interim impairment analysis had occurred relating to the Inkjet reporting unit. The resulting
impairment analysis resulted in a non-cash goodwill impairment charge of $104 million during the fourth quarter
of 2008. The goodwill valuation analysis was performed based on our respective reporting units—Fiery, Inkjet,
and APPS—which are consistent with our operating segments identified in Note 15—Segment Information,
Geographic Data, and Major Customers of the Notes to Consolidated Financial Statements. ‘ '

We determined the fair value of the Inkjet and APPS reporting units as of December 31, 2010 by equally
weighting the market and income approaches. The fair value of the Fiery reporting unit was determined based on
the market approach. Under the market approach, we estimated fair value based on market multiples of revenue
or earnings of comparable companies. Under the income approach, we measured fair value of the Inkjet and
APPS reporting units based on a projected cash flow method using a discount rate determined by our
management to be commensurate with the risk inherent in our current business model.
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To identify suitable comparable companies under the market approach, consideration was given to.the financial
condition and operating performance of the reporting unit being evaluated relative to companies operating in the
same or similar businesses, potentially subject to corresponding economic, environmental, and political factors
and considered to be reasonable investment alternatives. Consideration was given to the investment
characteristics of the subject company relative to those of similar publicly traded companies (i.e., guideline
companies). Guideline company stocks are actively traded. In applying the Public Company Market Multiple
Method (“PCMMM”), valuation multiples were derived from historical and projected operating data of guideline
companies and applied to the appropriate operating data of our reporting units to arrive at an indication of fair
value. Five, four, and seven suitable guideline companies were identified for the Fiery, Inkjet, and APPS
reporting units, respectively. Based on our valuation results, we have determined that the fair values of our
reporting units exceed their carrying values. Fiery, Inkjet, and APPS fair values are $226, $192, and $67 million,
respectively, which exceed carrying value by 124%, 34%, and 26%, respectively.

Because the fair value of the Fiery reporting unit significantly exceeded its carrying value as of December 31,
2010 as indicated by the market-based valuation, management did not deem it necessary to further supplement
the bases for this judgment. While the fair value of the Inkjet and APPS reporting units exceeded their carrying
values based on the market-based valuation, management determined to further examine whether an impairment
had occurred given the Inkjet impairment recognized in the fourth quarter of 2008 and the relatively small excess
of the fair value of the APPS reporting unit over its carrying value. We reviewed the factors that could trigger an
impairment charge and completed an income-based impairment analysis. As part of this process, we engaged a
third party valuation firm to aid management in its analysis. All estimates, key assumptions, and forecasts were
either provided by or reviewed by us. While we chose to utilize a third party valuation firm, the impairment
analysis and related valuations represent the conclusions of management and not the conclusions or statements of
any third party.

Solely for purposes of establishing inputs for the income approach to assess the fair value of the Inkjet and APPS
reporting units, we made the following assumptions:

*  Despite improved Inkjet performance in 2010, resulting from an improving economic climate in 2010
and new product introductions beginning in 2009 and continuing in 2010, Inkjet revenues refnained
below 2008 results. ‘ : :

*  APPS revenue inv‘201() exceveded'2008 revenue due to improvéd APPS performance resulting from the
Radius acquisition and continued strong performance from the Pace acquisition.

*  Inkjet revenue will exceed 2008 revenue levels in 2011.
*  Achieving a normalized long—ferm growth model between 2011 and 2013,

*  Long-term industry growth past 2015.

Our discounted cash flow projections for the Inkjet and APPS reporting units were based on six-year financial
forecasts, which were based on annual financial forecasts developed internally by management for use in
managing our business and through discussions with the independent valuation firm engaged by us. The
significant assumptions utilized in these six-year forecasts included annual revenue growth rates ranging from
5% to 18%, which equates to compound annual growth rates of 8% and 10% for the Inkjet and APPS reporting
units, respectively. Future cash flows were discounted to present value using a-mid-year convention and a
discount rate of 15%. Terminal values were calculated using the Gordon growth methodology with a long-term
growth rate of 4.5%. The sum of the fair values of the Fiery, Inkjet, and APPS reporting units was reconciled to
our current market capitalization (based on our stock price) plus an estimated control premium. Significant
assumptions used in determining fair values of the reporting units include the determination of appropriate
market comparables, estimated multiples of revenue and EBITDA that a willing buyer is likely to pay, estimated
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control premium a willing buyer is likely to pay, gross profit, and operating expenses. Inkjet gross profit is
assumed to increase as fixed production costs are absorbed by increasing Inkjet volumes, while APPS gross
profit is assumed to remain consistent during the forecast horizon. Gross profit and operating expenses as a
percentage of revenue over the six-year forecast horizon are assumed to approximate percentages realized by the
guideline companies. e ‘

To assess the reasonableness of the estimated control premium of 16%, we examined the most similar
transactions in relevant industries and determined the average premium indicated by the transactions deemed to
be most similar to a hypothetical transaction involving our reporting units. We examined the weighted average
and median control premiums offered in these industries, industry specific control premiums, and specific
transaction control premiums to conclude that our estimated control premium is reasonable.

We assess the impairment of identifiable intangibles and long-lived assets whenever events or changes in
circumstances indicate the carrying value may not be recoverable or the life of the asset may need to be revised.
Factors considered important that could trigger an impairment review include:

o  significant negative industry or economic trends,

+  significant decline in our stock price for a sustained period,

o our market capitalization relative to net book value,

+  significant changes in the manner of our use of the acquired assets,
«  significant changes in the strategy for our overall business, and

«  our assessment of growth and profitability in each reporting unit over the coming years.

Given the uncertainty of the economic environment and the potential impact on our business, there can be no
assurance that our estimates and assumptions regarding the duration of the ongoing economic downturn, or the
period or sirength of recovery, made for purposes of our goodwill impairment testing at December 31, 2010 will
prove to be accurate predictions of the future. If our assumptions regarding forecasted revenue or gross profit
rates are not achieved, we may be required to record additional goodwill impairment charges in future periods
relating to any of our reporting units, whether in connection with the next annual impairment testing in the fourth
quarter of 2011 or prior to that, if any such change constitutes an interim triggering event. It is not possible to
determine if any such future impairment charge would result or, if it does, whether such charge would be
material.

Long-Lived Assets

Other investments, included within other assets, consist of equity and debt investments in privately-held
companies that develop products, markets, and services that are strategic to us. In-substance common stock
investments in which we exercise significant influence over operating and financial policies, but do not have a
majority voting interest, are accounted for using the equity method of accounting. Investments not meeting these
requirements are accounted for using the cost method of accounting.

The process of assessing whether a particular equity or debt investment’s fair value is less than its carrying cost
requires a significant amount of judgment due to the lack of a mature and stable public market for these
securities. In making this judgment, we carefully consider the investee’s most recent financial results, cash
position, recent cash flow data, projected cash flows (both short and long-term), financing needs, recent
financing rounds, most recent valuation data, the current investing environment, management or ownership
changes, and competition. This analysis is based primarily on information that we request and receive from these
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privately-held companies and is performed.on a quarterly basis. Although we evaluate all of our privately-held
equity and debt investments for impairment based on this criteria, each investment’s fair value is only estimated
when events or changes in circumstances have occurred that may have a significant effect on its fair value
(because the fair value of each investment is not readily determinable). Where these factors indicate that the
equity investment’s fair value is less than its carrying cost, and where we consider such diminution in value to-be.
other than temporary, we record an-impairment charge to reduce such equity investment to its estimated fair
value.

During the fourth quarter of 2008, we assessed each remaining investment’s technology pipeline and market
conditions in the industry for the next several years and determined it is no longer probable that they will
generate enough positive future cash flows to recover the full carrying amount of the investment. As such, we
recognized an impairment charge of $6.1 million.

Our investments accounted for using the equity method of accounting totaled $0.3 million as of December 31,
2009 and 2008. Our consolidated results of operations for the years ended December 31, 2009 and 2008 include,
as a component of other income (expense), net, our share of the net losses of equity method investees of $1.4,
and $0.9 million, respectively. '

During the sécohd quarter of 2010, we funher assessed each remaining investment’s ability to sustain an earnings
capacity that would justify the carrying amount of the investment in accordance with ASC 323-10-35-32. Based
on this assessment, we impaired the remaining carrying value of these investments of $0.3 million.

We recognized long-lived asset impairment charges of $0.7, $3.2, and $1.8 million for the years ended
December 31, 2010, 2009, and 2008, respectively, consisting prilharily of project abandoniment c'ostsvrelated to
equipment charges in the Inkjet operating segment, assets impaired related to an Inkjet facility closure, cettain
Inkjet printer equipment, and the impairment of our remaining equity method investees.

On December 2, 2008, we acquired the remaining interest of Raster. As a result, Raster is consolidated in our
financial statements as of December 2, 2008, and is no longer included in other assets.

Note 5: Investments and Fair Value Measurements

Fixed income debt securities are classified as available-for-sale and carried at fair value, which is determined
based on quoted market prices. Net unrealized gains and losses are included in OCI, net of tax, except for the
credit portion of any other-than-temporary impairment, which is included in net income (loss).

We review investments in debt securities for other-than-temporary impairment whenever the fair value is less
than the amortized cost and evidence indicates the investment’s carrying amount is not recoverable within a
reasonable period of time. To determine whether an impairment is other-than-temporary, we consider whether we
have the intent to sell the impaired security or if it will be more likely than not that we will be required to sell the
impaired security before a market price recovery and whether evidence indicating the cost of the investment is
recoverable outweighs evidence to the contrary. We have determined that gross unrealized losses on short-term
investments at December 31, 2010 are temporary in nature because each investment meéts our investment policy
and credit quality requirements. We have the ability and intent to hold these investments until they recover their
unrealized losses, which may not occur until maturity. Evidence that we will recover our investments outweighs
evidence to the contrary.
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Our available-for-sale securities as of December 31, 2010 and 2009 are as follows (in thousands):

Gross Gross

Amortized  unrealized unrealized Fair

cost gains losses value
U.S. Government securities and sponsored entities ............. $ 26,635 $ 89 $(11)  $ 26,713
Corporate debt SECUrities . ...........oueenreieiiiinn 64,825 300 &) 65,074
Mortgage-backed securities—residential ... 11,451 80 (18) 11,513
Total short-term investments . ................. e $102,911 $469 $(80) $103,300
U.S. Government securities and sponsored entities . ............ $ 17,716 $ 8 $(18) $ 17,706
Foreign Government SECUrities . . . .........ovveeiernennes 3,400 — — 3,400
Corporate debt SeCUrities . ...........oooevennieriens 61,466 444 (28) 61,882
Mortgage-backed securities—residential . ......... ... . 14,030 184 30) 14,184
Money market funds® . ... ... ‘ 962 — —_ 962
Total short-term iNVEStMENtS . ... .covveverrerraenorenennnns $ 97,574 $636 $(76) $ 98,134

(1 Money market funds of $1.0 million at December 31, 2009, net of reserves, represented funds in The
Reserve Primary Fund (“Fund”) reclassified from cash and cash equivalents as the Fund had adopted a plan
of liquidation. As a result, the Fund’s shares were not tradable at December 31, 2009, Our interest in the
Fund was $14.8 million prior to their adoption of the liquidation plan. As of December 31, 2010, we have
received $14.6 million in liquidation of our interest in the Fund, net of reserves, which has been invested in
alternative money market funds, all of which are highly liquid and currently tradable at $1.00 Net Asset
Value. We have no remaining exposure relative to the Fund. :

The fair value and duration that investments have been in a gross‘unrealizedbbloss position as of December 31,
2010 and 2009 are as follows (in thousands):

‘Less than 12 Months = More than 12 Months TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. Government securities and sponsored

ENHLES & ot $ 8,839 $(11) $ — $ — $ 8,839 $an
Corporate debt securities .................. 17,964 61 — — 17,964 51
Mortgage-backed securities—vesidential . . . . .. 3,127  (16) 72 ) 3,199 (18)
Total ......... P e $29930  $(78) $ 72§ (2 $30,002 $(80)
U.S. Government securities and sponsored ‘

ENEEIES © v ettt . $ 6840 $(18) $ — $ — $ 6,840 $(18)
Corporate debt securities . ................. 5,323 28 = — — 5,323 (28)
Mortgage-backed securities—residential . . .. .. 3,070 - (30) — — 3,070 (30)
TOAL « .o v e et et C$15233  $(76) $— $ —  $15233  $(76)

For fixed income securities that have unrealized losses as of December 31, 2010, we have determined that we do
not have the intent to sell any of these investments and it is not more likely than not that it will be required to sell
any of these investments before recovery of the entire amortized cost basis. In addition, we have evaluated these

fixed income securities and determined that no credit losses exist. Accordingly, management has determined that
the unrealized losses on our fixed income securities as of December 31, 2010 were temporary in nature.
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Amortized cost and estimated fair value of investments at December 31, 2010 is summarized by maturity date as
follows (in thousands):

Amortized cost Fair value

Mature in less thanoneyear ................... ... .. . .. $ 63,385 $ 63,603
Mature inone to three years ................ ... .. ... . . 39,526 39,697
Total short-term investments .. ................. .. ... .. . $102,911 $103,300

For the year ended December 31, 2010, $0.4 million was recognized in net realized gains, which was comprised
of $0.6 million in realized gains from sale of investments, partially offset by $0.2 million in realized losses. For
the year ended December 31, 2009, $0.6 million was recognized in net realized gains, which was comprised of
$0.9 million in realized gains from sale of investments, partially offset by $0.3 million in realized losses, which
included $0.2 million of credit-related impairment charges on two corporate debt instruments. For the year ended
December 31, 2008, $3.9 million was recognized in net realized gains, which was comprised of $5.3 million in
realized gains from sale of investments, partially offset by $1.4 million in realized losses, which included $0.6
million of credit-related impairment charges related to the Fund and one corporate debt instrument. As of
December 31, 2010 and 2009, net unrealized gains of $0.4 and $0.6 million, respectively, were included in OCI
in the accompanying consolidated balance sheets.

Fair Value Measurements

ASC 820 identifies fair value as the exchange price, or exit price, representing the amount that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants. As a basis for

considering market participant assumptions in fair value measurements, ASC 820 establishes a three-tier fair
value hierarchy as follows:

Level 1: Inputs that are quoted prices in active markets for identical assets or liabilities that the reporting
entity has the ability to access at the measurement date;

Level 2: Inputs that are other than quoted prices included within Level 1, that are either directly or indirectly
observable for the asset or liability through correlation with market data at the measurement date for the
duration of the instrument’s anticipated life or by comparison to similar instruments; and

Level 3: Inputs that are unobservable or inputs that reflect management’s best estimate of what market
participants would use in pricing the asset or liability at the measurement date. These include management’s

own judgments about market participant assumptions developed based on the best information available in
the circumstances. ‘

We utilize the market approach to measure fair value of our fixed income securities. The “market approach” is a
valuation technique that uses prices and other relevant information generated by market transactions involving
identical or comparable assets or liabilities. The fair value of our fixed income securities are obtained using
readily-available market prices from a variety of industry standard data providers, large financial institutions, and
other third-party sources for the identical underlying securities. The fair value of our investments in certain
money market funds is expected to maintain a Net Asset Value of $1 per share and, as such, is priced at the
expected market price.
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Our investments have been presented in accordance with the fair value hierarchy specified in ASC 820 as of
December 31, 2010 and 2009 as follows (in thousands):

Quoted Prices Significant

in Active other
Markets for Observable Unobservable

Identical Assets Inputs Inputs

(Level 1) (Level 2) (Level 3)
Assets: ‘ 7
U.S. Government securities and sponsored

ENEItIES .ot e $ 26,713 $ 4,778 $ 21,935 $ —

Foreign Government securities .......... 2,500 _— ‘ 2,500 —
Corporate debt securities ............... 69,272 — 169,223 49

Mortgage-backed securities—residential . .. 11,513 — 11,513 —

Money market funds ... 73,864 73,864 — —
$183,862 $78,642 $105,171 $ 49

‘Liabilities:
Liability for contingent consideration, : '
current and noncurrent .. ............. $ 2,744 $ — $  — $2,744
Assets:

U.S. Government securities and sponsored

ENHtES .o oui i - $ 17,706 $ 3,700 $ 14,006 $ —
Foreign Government securities .......... ' 3,400 — 3,400 —
Corporate debt securities . ....... P 61,882 — 61,800 82
Mortgage-backed' securities—residential . . . 14,184 —_ 14,184 —
Money market funds . . ....... ... 68,446 67,484 — 962

$165618  $71,184  $93390  $1.044

Included in money market funds is $73.9 and $67.5 million, which have been classified as "c‘ash, equivalents as of
December 31, 2010 and 2009, respectively. Included in foreign government and corporate debt securities is $2.5

and $4.2 million, respectively, which have been classified as cash equivalents as of December 31, 2010.

Investments are generally classified within Level 1 or Level 2 of the fair value hierarchy because they are valued
using quoted market prices or alternative pricing sources with reasonable levels of price transparency.
Investments in overnight money market mutual funds have been classified as Level 1 because these securities are
valued based upon quoted prices in active markets or they are actively traded at $1.00 Net Asset Value. There
have been no transfers between Level 1 and 2 during the years ended December 31, 2010 and 2009.

Government agency investments and corporate debt instruments, including investments in asset-backed and
mortgage-backed securities, have generally been classified as Level 2 because markets for these securities are
less active or valuations for such securities utilize significant inputs; which are. directly or indirectly observable.

At December 31, 2010 and 2009, one corporate debt instrument has been classified as Level 3 due to its
significantly low level of trading activity. The portion of money market funds, which had been classified as
Level 3 at December 31, 2009, consisted of funds placed in the Fund of $1.0 million, which were repaid after
year-end.
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The following table presents a rollforward of assets measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) (in thousands):

Corporate Debt  Money Market

Securities Funds

Balance at December 31,2008 . ... $ 199 $ 2,900
Included in other income (expense), net . ........................ &7 —
Includedin OCT ........ .. .. .. ... ... .. . 0 i i . 6) —
Purchases, sales, and maturities ................. ... ... . ... 24) (1,938)
Balance at December 31,2009 .............. ... ... .. . ... .. . . $ 82 $ 962
Included in other income (expense), net . ........................ 10) 33
Included in OCT ... ... ... ... . ... . . . . ®) —
Purchases, sales, and maturities ....................... ... .. .. (18) (995)
Balance at December 31,2010 ............. ... ... ... .. ... . . $ 49 $ —
Impairment charges for the year ended December 31, 2009 in other

income, net, attributable.to assets still held at December 3 1,2009 .. $ — $ —
Impairment charges for the year ended December 31, 2010 in other

income, net, attributable to assets still held at December 31,2010 .. $ — $ —

Investments that we own could suffer declines in fair value and become other-than-temporarily impaired. We
continuously assess the fair value of individual securities as part of our ongoing portfolio management. Our
other-than-temporary assessment includes reviewing the length of time and extent to which fair value has been
less than amortized cost, the seniority and durations of the securities, adverse conditions related to a security,
industry, or sector, historical and projected issuer financial performance, credit ratings, issuer specific news, and
other available relevant information. Based on this analysis, we identified one Level 3 security that was other-
than-temporarily impaired at December 31, 2008. As a result of our adoption of ASC 320-10-65-1 effective in
the second quarter of 2009, we recorded a cumulative effect adjustment of $0.1 million to reduce retained
earnings and the cost of the previously identified security. As of December 31, 2009, two Level 2 securities were
identified as being other-than-temporarily impaired, resulting in an impairment loss of $0.2 million, which was
recognized in other income (expense), net. There were no other-than-temporary impairments, including credit-
related impairments, during the year ended December 31, 2010.

In determining whether a credit loss existed, we used our best estimate of the present value of cash flows
expected to be collected from each debt security. For asset-backed and mortgage-backed securities, cash flow
estimates including prepayment assumptions were based on data from widely accepted third party data sources or
internal estimates. In addition to prepayment assumptions, cash flow estimates vary based on assumptions
regarding the underlying collateral including default rates, recoveries, and changes in value. Expected cash flows
were discounted using the effective interest rate implicit in the securities.

Liability for Contingent Consideration

Level 3 liabilities consist of the acquisition-related current and noncurrent liabilities for contingent consideration
related to the Radius acquisition. The fair value of the earnout was estimated to be $2.7 million by applying the
income approach in accordance with ASC 805-30-25-5. That measure is based on significant inputs that are not
observable in the market, which ASC 820-10-35 refers to as Level 3 inputs. Key assumptions include a discount
rate of 6.3% and a probability-adjusted level of Radius revenue. This contingent liability has been reflected in the
consolidated balance sheet as a current liability of $2.1 million and a noncurrent liability of $0.6 million. Earnout
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performance targets were achieved during the fourth quarter of 2010, which resulted in an increase in the fair
value of the earnout of $0.4 million, which will be paid in 2011. In accordance with-ASC 805-30-35-1, changes
in the fair value of contingent consideration subsequent to the acquisition date have been recognized in general
and administrative expense.

Liability for Contingent Consideration
December 31, 2010

Fairvalue at July 2,2010 ..o $2,350
Changes in valuation .............ccceoienoinnes S 394
LeSS: PAYMENLS . .o v vvvvneevnren oo —

Fair value at December 31,2010 ........ ... ...t ; $2,744

The following table presents the change in accumulated other-than-temporary credit-related impairments charged
to retained earnings and other income (expense), net:

Impairments - Impairments

Charged to  Recognized in

Retained Othér Income
Earnings (Expense), Net TOTAL

Accumulated impairments, net attributable to assets still held at

December 31, 2010, as of December 31,2008 ............ ...t $ — $640 $640
Impairments recognized in other income (expense), net ................ — 217 217
Cumulative effect adjustment upon adoption of ASC 320-10-65-1 as of : ‘ :

Aprit 1,2009 .. ... AP b Gl e 58: — 58
Accumulated impairments at December 31, 2009, net attributable to assets .

still held at December 31,2010 ............ P e PR St - $857 $915
Impairments recognized in other income (expense), net ........... L — — —

$915

Accumulated impairments at December 31,2010 .., ...ovnvien .. $-58 $857.

No other-than-temporary impairments have been recognized related to factors that are not credit-related.

Effective January 1, 2009, we adopted the provisions of ASC 820 regarding nonfinancial assets and liabilities
that are recognized or disclosed at fair value in the condensed consolidated financial statements on a
nonrecurring basis. The adoption of these provisions did not materially impact our financial position or results of
operations.

We utilize the income approach to measure the fair value of our derivative assets and liabilities. The income
approach uses pricing models that rely on market observable inputs such as yield curves, currency exchange
rates, and forward prices, and are therefore classified as Level 2 measurements. The fair value of our derivative
assets and liabilities having notional amounts of $2.5 and $1.4 million at December 31, 2010 and 2009, ‘
respectively, was not material. » J

Note 6: Convertible Debt

On June 4, 2003, we sold $240 million of 1:50% Debentures in a private placement, which are unsecured senior
obligations, paying interest semi-annually in arrears at an annual rate of 1.50%.

On June 2, 2008, we redeemed the outstanding balance of the Debentures at our option, which totaled $240
million and was 100% of the principal amount. Interest paid during the second quarter of 2008 totaled $1.8
million, which consisted of accrued and unpaid interest payments between December 1, 2007 and June 2, 2008.
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Note 7: Accumulated Other Comprehensive Income (“OC1r»)

Other comprehensive income (loss), which includes net income (loss), market valuation adjustments on available
for sale investments, net of tax, currency translation adjustments, and net deferral of losses on derivative
instruments consists of the following (in thousands):

Years ended December 31,

2010 2009 2008
Netincome (10SS) ... ..o S $7,487 $(2,171) $(113,444)
Change in market valuation of investments, net of tax ...................... (100) 718 (1,601)
Change in currency translation adjustments . . ... L I 727 59) (295)
Other ... F (18) 7 —
Comprehehsive income (10SS) ...........oo i $8,006 $(1,559) $(115,340)

The activity in accumulated other comprehensive income and related tax effects are as follows (in thousands):

Years ended December 31,

2010 2009 2008
Net unrealized investment gains (losses): ' ' ‘ '
Unrealized holding gains, net of tax provision of $(0.2), $(0.8), and $(1.0) miltion
in 2010, 2009, and 2008, respectively ..................... e $257 $1,169 $ 1,532
Reclassification adjustment for losses included in net income (loss), net of tax
benefit of $0.2, $0.3, and $2.1 million in 2010, 2009, and 2008, respectively ... (357) = (451) (3,133)
Net unrealized investment gains (losses) .. ... L e (100) 718 (1,601)
Currency translation adjustments ........ ... ... . 727 (59) (295)
Other .......... ... ... .. .............. P R e (18) 11 —
Other comprehensive income/(l0ss) . ..............coooiir o $609 $ 670 - $(1,896)

The components of accumulated other comprehensive income was (in thousands):

December 31,

2010 2009
Net unrealized investment gains ......................... ... . ... . ... ... $ 234 § 334
Currency translation gains .. ................. S 2,728 2,001
Other ... o PRI @) 11
Accumulated other comprehensive income ... ............. ... .. ... ... ... $2,955 $2,346

Note 8: Commitments and Contingencies
Contingent Consideration

We are liable to make payments to former Radius stockholders based on the achievement of specified
performance targets related to the acquisition of Radius. The fair value of the earnout was estimated to be $2.7
million by applying the income approach in accordance with ASC 805-30-25-5. That measure is based on
significant inputs that are not observable in the market, which ASC 820-10-35 refers to as Level 3 inputs. Key
assumptions include a discount rate of 6.3% and probability-adjusted Radius revenues. This contingent liability
has been reflected in the consolidated balance sheet as a current liability of $2.1 million and a noncurrent liability
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of $0.6 million. The potential undiscounted amount of all future contingent consideration cash payments that we
could be required to make, beyond amounts currently accrued, is between $0 and $1.5 million as of
December 31, 2010.

Off-Balance Sheet Financing—Synthetic Lease Arrangement

As of December-31, 2008 we were a party to two synthetic leases (the “301 Lease” and the “303 Lease”, together
“Leases”) covering our Foster City facilities located at 301 and 303 Velocity Way, Foster City, California. The
Leases provided a cost effective means of providing adequate office space for our corporate offices. The Leases.
included an option to purchase the facilities during or at the end of the each Lease term for the amount expended
by the lessor to purchase the facilities. The funds pledged under the Leases ($56.9 million for the 303 Lease and
$31.7 million for the 301 Lease at December 31, 2008) were in LIBOR-based interest bearing accounts and
restricted as to withdrawal at all times.

On January 29, 2009, we sold the 163,000 square foot 301 Velocity Way building, along with approximately 30
acres of land and certain other assets related to the property for $137.3 million. We retained ownership of the
approximately 295,000 square foot building at 303 Velocity Way that we currently occupy along with the related
land. We exercised our purchase option with respect to the 301 Lease in connection with the sale of the building
and land and terminated the corresponding synthetic lease. Accordingly, the $31.7 million of pledged funds were
recognized in the determination of the gain on sale of building and land in the Consolidated Statement of
Operations for the year ended December 31, 2009.

We have guaranteed to the lessor a residual value associated with the building equal to 82%.of their funding of
the 303 Lease. Under the financial covenants, we must maintain a minimum net worth and a minimum tangible
net worth as of the end of each quarter. There is an additional covenant regarding mergers. We were in
compliance with all such financial and merger-related covenants as of December 31, 2010. We have assessed our
exposure in relation to the first loss guarantee under the 303 Lease and have determined there is no deficiency to
the guaranteed value at December 31, 2010. If there is a decline in value, we will record a loss associated with
the residual value guarantee. In conjunction with the 303 Lease, we have entered into a separate ground lease
with the lessor for approximately 30 years. As of December 31, 2010, we were treated as the owner of this
building for federal income tax purposes. Since we exercised our purchase option with respect to the 301 Lease,
our maximum exposure under our remaining synthetic lease arrangement is $56.9 million as of December 31,
2010.

We lease office facilities in various locations in the U.S. and overseas. Future minimum lease payments under
non-cancellable operating leases for each of the next five years and thereafter as of December 31, 2010 is as
follows (in thousands):

Future Minimum Future Minimum

Fiscal Year Lease Payments Sublease Receipts
210} TP $ 6,004 $ .651
210} 1 R R 4,986 1,070
210} 2O P 3,864 1,102
70} R R 2,640 1,135
0] I S L 1,246 1,169
Thereafter ... .ovvutm et eanns ; 267 297
Total ....oeeennnnnn. USSR $19,007 $5,424
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Lease obligation related to the principal corporate facility is estimated based on current market interest rates
(LIBOR) and collateralized assumptions. Future minimum sublease income results from an. agreement with
Gilead to lease 30,889 square feet in our 303 Velocity Way facility. This agreement was entered into subsequent
to year-end. o A

Rent expense was approximately $6.9, $6.7, and $9.9 million for the years ended December 31, 2010, 2009, and
2008, respectively. Sublease rental income was approximately $0.1, $0.3, and $2.5 million for the years ended
December 31, 2010, 2009, and 2008, respectively. The decrease in rent expense and sublease income in 2009
compared to 2008 is due to the sale of the building to Gilead and the closure or partial closure of twelve facilities
partially offset by increased rent in 2010 due to increased India square footage.

]

Purchase Commitments

We subcontract with other companies to manufacture our products. During the normal course of business, our
subcontractors procure components based on orders placed by us. If we cancel all or part of our orders, we may
still be liable to the subcontractors for the cost of the ¢omponents purchased by the subcontractors to
manufacture our products. We periodically review the potential liability compared to the adequacy of the related
allowance. Our consolidated financial position and results of operations could be negatively impacted if we were
required to compensate the Suchntract manufacturers for amounts in excess of the related reserve.

Guarantees and Product Warranties

Under ASC 460, we are required to disclosé guarantees upon issuance and recognize a liability for the fair value
of obligations we assume under such guarantees. '

Our Fiery controller and Inkjet printer products are generally accompanied by a 12-month warranty from date of
shipment, which covers both parts and labor. In accordance with ASC 450-30, Loss Contingencies, an accrual is
made when the warranty liability is estimable and probable based upon historical experience. A provision for
estimated future warranty work is recorded in cost of goods sold upon recognition of revenue and the resulting
accrual is reviewed regularly and periodically adjusted to reflect changes in warranty estimates.

Product warranty reserve activities for the years ended December 3 1, 2010 and 2009 were as follows (in
thousands):

Balance at December 31, 2008 . .. .. [ e $ 6,791
Additions . ........... ...l e 7,665
Settlements..................7 .................. e e (7,618)
Balance at December 31,2009 . ... .. . S $ 6,838
Additions .............. O 14,136
Settlements . ... (11,742)

Balance at December 31,2010 .................. ... ... ... $ 9,232

The synthetic lease agreement for our corporate headquarters provides a residual value guarantee. Under ASC
460, Guarantees, the fair value of a residual value guarantee in lease agreements entered into after December 3 1,
2002 must be recognized as a liability in our consolidated balance sheet. We have determined that the guarantee
has no material value as of December 31, 2010.
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In the normal course of business and in an effort to facilitate the sales of our products, we sometimes indemnify
other parties, including customers, lessors, and parties to other transactions with us. Typically, our indemnity
provisions provide that we agree to hold the other party harmless against losses arising from a'breach of
representations and warranties or covenants and intellectual property infringement. Our indemnity provisions
often limit the time within which an indemnification claim can be made as well as the amount of the claim which
can be made. In addition, we have entered into indemnification agreements with our current and former officers
and directors. Our amended and restated bylaws also contain similar indemnification obligations for our agents.

Legal Proceedings

We may be involved, from time to time, in a variety of claims, lawsuits, investigations, and proceedings relating
to contractual disputes, securities laws, intellectual property rights, employment matters, and other litigation
matters relating to various claims that arise in the normal course of business. We determine whether an estimated
loss from a contingency should be accrued by assessing whether a loss is deemed probable and can be reasonably
estimated. We assess our potential liability by analyzing specific litigation and regulatory matters using available
information. We develop our views on estimated losses in consuitation with inside and outside counsel, which
involves a subjective analysis of potential results and outcomes, assuming various combinations of appropriate
litigation and settlement sirategies. Because of the uncertainties related to both the amount and ranges of possible
loss from pending litigation matters, we are unable to predict with certainty the precise liability that could finally
result from a range of possible unfavorable outcomes. Taking all of the above factors into account, we reserve an
amount that we could reasonably expect to pay for the cases discussed. However, our estimates may be incorrect
and we could pay more or less than our current accrual. Litigation can be costly, diverting management’s
attention and could, upon resolution, have a material adverse effect on our business, results of operations,
financial condition, and cash flow. '

As of December 31, 2010, we were subject to the various claims, lawsuits, investigations, or proceedings
discussed below, as well as certain other legal proceedings that have arisen in the ordinary course of business.

Durst Fototechnik Technology GmbH (“Durst”) v. Electronics fof Imaging GmbH (“EFI GmbH”) and
EF], et al.: e

On February 23, 2007, Durst brought an action to enforce a utility model registration patent right against EFI
GmbH in the Mannheim District Court in Germany. On May 10, 2007, EF1 GmbH filed its Statement of
Defenses. These defenses include lack of jurisdiction, non-infringement, invalidity, and unenforceability based
on Durst’s improper actions before the German patent office. EFI filed its Statement of Defense on August 29,
2007. EET’s defenses include those for EFI GmbH, as well as an additional defense for prior use based on EFT’s
own Buropean patent rights. The Mannheim court conducted a trial on November 30,2008, and, following a
recess to receive additional expert testimony, finished the trial on August 28, 2009.

In a subsequent decision, the Manheim court invalidated Durst’s utility model registration patent and dismissed
Durst’s actions against EFI on February 26, 2010. Durst has appealed the decision and the appeal is currently
pending at the court of appeal in Karlsruhe, Germany.

N.V. Perfectproof Europe v. BEST GmbH

On December 31, 2001, N.V. Perfectproof Europe (“Perfectproof”) filed a complaint against BEST GmbH,
currently Electronics for Imaging, GmbH (“BEST”) in the Tribunal de Commerce of Brussels, in Belgium (the
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“Commercial Court”), alleging unlawful unilateral termination of an alleged “exclusive” distribution agreement
and claiming damages of approximately EUR 599,946 for such termination and additional damages of EUR
247,894, or a total of approximately $1.1 million. In a judgment issued by the Commercial Court on June 24,
2002, the court declared that the distribution agreement was not “exclusive” and challenged its jurisdiction over
the claim. Perfectproof appealed the judgment, and by decision dated November 30, 2004, the Court d "Appel of
Brussels (the “Court of Appeal”) rejected the appeal and sent the case back to the Commercial Court.
Subsequently, by judgment dated November 17, 2009, the Commercial Court dismissed the action for lack of
jurisdiction of Belgian courts over the claim. On March 25, 2009, Pefectproof appealed to the Court of

Appeal. On November 16, 2010, the Court of Appeal declared, among other things, that the Commercial Court
was competent to hear the case and that the agreement between BEST and Perfectproof should be analyzed as an
“exclusive” distribution agreement and as such, was subject to reasonable notice prior to termination. The court
further determined that Perfectproof is entitled to damages, for lack of receiving such notice, and 'appointed an
expert to determine the amount of damages within the court’s guidelines. While the determination of damages by
the expert is in process, BEST intends to appeal the decision of the Court of Appeal to the Cour de cassation (the
Supreme Court) of Brussels. ‘

Although we do not believe that Perfectproof’s claims are founded and we do not believe it is probable that we
will'incur a loss in this matter, it is reasonably possible that cash flows or results of operations could be
materially affected by the expert’s assessment of damages and the result of our appeal.

Note 9: Common Stock Repurchase Programs

In February 2009, our Board of Directors authorized the repurchase of $100 million of our outstanding common
stock, including a $30 million accelerated stock repurchase (“ASR”), by utilizing a portion of the proceeds from
the January 2009 sale of building and land. The purpose of the ASR was to combine the immediate share
retirement benefits of a tender offer with the market impact and pricing benefits of a disciplined daily open
market stock repurchase program.

On February 18, 2009, we entered into an agreement with UBS AG, London branch (“UBS”), to repurchase $30
million of our outstanding common stock under the ASR program. In March 2009, 2.8 million shares were
delivered by UBS representing the minimum number of shares to be delivered under the ASR agreement. Upon
the discretion of UBS, the ASR concluded in Aungust 2009 with the delivery of 87 thousand shares. We are not
obligated to issue or transfer any shares to UBS or make any payment to UBS beyond the $30 million payment
made in the first quarter of 2009. Transaction costs of $0.1 million were incurred under the ASR.

In October 2009, our Board of Directors approved the repurchase of $70 million of our common stock through
the use of a “modified Dutch auction” tender offer by utilizing the balance of the previously authorized $100
million share repurchase program. The tender offer closed on December 24, 2009 resulting in the repurchase of
5.5 million shares at a cost of $70.6 million, which included $0.6 million of direct transaction costs. All shares
received from the ASR and the tender offer were recorded as additional treasury stock accounted for under the
cost method, thereby reducing shares outstanding. Our buyback program is limited by SEC regulations and by
compliance with our insider trading policy. '

Our employees have the option to surrender shares of common stock to satisfy their tax withholding obligations
that arise on the vesting of RSUs. Employees surrendered 243 and 74 thousand shares for an aggregate purchase
price of $2.9 and $0.8 million for the years ended December 31, 2010 and 2009, respectively. These repurchased
shares are recorded as treasury stock and are accounted for under the cost method. None of the shares of common
stock that we have repurchased have been cancelled.
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Note 10: Derivatives and Hedging

We are exposed to market risk and foreign currency exchange risk from changes in foreign currency exchange
rates, which could affect operating results, financial position, and cash flows. We manage our exposure to these
risks through our regular operating and financing activities and, when appropriate, through the use of derivative
financial instruments. These derivative financial instruments are used to hedge economic exposures as well as to
reduce earnings and cash flow volatility resulting from shifts in market rates. Our objective is to offset gains and
losses resulting from these exposures with losses and gains on the derivative contracts used to hedge them,
thereby reducing volatility of earnings or protecting fair values of assets and liabilities. We do not have any
leveraged derivatives, nor do we use derivative contracts for s’pe'culative‘ purposes. ASC 815, Derivatives and
Hedging, requires the fair value of all derivative instruments, including those embedded in other contracts, to be
recorded as assets or liabilities in our consolidated balance sheet. As permitted, foreign exchange contracts with
notional amounts of $2.5 and $1.4 million and net asset/liability fair values that are immaterial have been
designated for hedge accounting treatment at December 31, 2010 and 2009, respectively. The related cash flow
impacts of our derivative contracts are reflected as cash flows from operating activities. ) ’

Our primary exposures are related to non-U.S. dollar-denominated sales in Europe, Japan, and the U.K. and
operating expenses in Europe, India, Japan, and the U.K. During the fourth quarter of 2009, we began hedging
our operating expense exposure in Indian rupees. As of December 31, 2010, we had not entered into hedges
against any other currency exposures, but as these exposures grow we may consider hedging against currency
movements in other currencies, as well as adjusting the hedged portion of our Indian rupee exposure.

By their nature, derivative instruments involve, to varying degrees, elements of market and credit risk. The
market risk associated with these instruments resulting from currency exchange movement is expected to offset
the market risk of the underlying transactions, assets, and liabilities being hedged (e.g., operating expense
exposure in Indian rupees). We do not believe there is a significant risk of loss from non-performance by the
counterparties associated with these instruments because these transactions are executed with a diversified group
of major financial institutions. Further, by policy we deal with counterparties having a minimum investment
grade or better credit rating. Credit risk is managed through the continuous monitoring of exposures to such
counterparties. ' ~

Foreign currency derivative contracts with notional amounts of $2.5 and $1.4 million have been designated as
cash flow hedges of our Indian rupee operating expense exposure. The changes in fair value of these contracts are
reported as a component of OCI and re-classified to operating expenses in the periods of payment of the hedged
operating expenses. The amount of ineffectiveness that was recorded in the consolidated statement of operations
for these designated cash flow hedges was immaterial. All components of each derivative’s gain or loss were
included in the assessment of hedge effectiveness. As of December 31, 2010 and 2009, the net asset/liability fair
value of these contracts was immaterial. - :

Note 11: Income Taxes

The components of income from operations before income taxes are as follows (in thousands):

Years ended December 31,

2010 2009 2008
USs. ..... J POV RO G $(18,818) $24,470  $(153,597)
FOTEIGN .\« o e oo iie e PR 17,188 (8,435) 20,521
TOtAl © v ot et e e e $ (1,630) $16,035  $(133,076)
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The provision (benefit) for income taxes is summarized as follows (in thousands):

Years ended December 31,

2010 2009 2008
Current:
US.Federal .......... ... . ... $6,819) $ 7,049 $ 8256
State . ... 136 2,395 825
Foreign...................... e 1,755 1,956 5,099
Total current . . ... e e e ceee (4,928) 11,400 14,180
Deferred:
US.Federal ....... ... .. . . (2,384) 6,430 (27,235)
State ... (1,407) 456 (6,465)
Foreign ..... ... .. .. (398) (80) (112)
Total deferred ........... ... ... ... .. . . .. .. ... . (4,189) 6,806 (33,812)
Provision for (benefit from) income taxes . . ............... .. $9,117)  $18206  $(19,632)

The tax effects of temporary differences that give rise to deferred tax assets (liabilities) are as follows (in
thousands):

December 31,
2010 2009

Reserves and accruals not currently deductible for tax purposes ............ § 8371 § 8293
Net operating loss carry forwards .............. .. ..o o000 20,644 13,886
Tax credit carry forwards ..................... e e 38,681 30,438
Stock-based compensation ............. e e e 7,853 14,197
Other ... ... T 6,361 7,403
Gross.deferred tax assets ... ... e e, 81,910 74,217
Depreciation ...... ... ... ... (8,829) (6,193)
Amortization of identified intangibles ............... .. .. .. ... .. ... (5,599) (3,941)
SAte taXes ... ... (5,122) (4,618)
Gross deferred tax liabilities .. ....................... .. ... ... . (19,550) (14,752)
Deferred tax valuation allowance .................... .. ... ... ... 3,551) (3,027)
Net deferred tax assets ......................... .. $58809 $56,438
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Reconciliation between the income tax provision (benefit) computed at the federal statutory rate and the actual
tax provision (benefit) is as follows (in thousands):

Years ended December 31,

2010 2009 2008

Tax expense (benefit) at federal statutory rate . ........ $ (571) 35.0%$ 5,613  35.0% $(46,577) 35.0%
State income taxes, net of federal benefit ............ (826) 50.6 1,853 11.6 (2,059) 1.6
Research and development credits . ............ ...t (2,572) 1577 (1,219) (7.6) (5,413) 4.1
Foreign tax rate differential ..................o0n. (894) 54.8 6,529 40.7 (1,636) 1.2
Reduction in accrual for estimated potential tax

ASSESSINCIES & v v e ve s e eiameena e aan e (8,163) 500.5 397 (2.5 (422) 03
Non-deductible travel & entertainment .............. 332 (20.4) 274 1.7 363 (0.3)
Non-deductible stock compensation charge .......... 4,002 (2454) 6512 406 7,015  (5.3)
Goodwill impairment . ........ccoeeeiiiriiien, — — — — 29,663 (22.3)
Valuation allowance changes affecting provision for . ,

ICOME LAXES « v v e e e eneaeannnaaneneees 123 (7.5) (763) (4.8) (1,122) 09
OUNEL ot e et e ettt e (548)  33.7 (196) (1.2) 556  (0.4)

$(9.117) 559.0% $18,206 113.5% $(19,632) 14.8%

We have $50.0 million ($61.4 million for state tax purposes) and $18.1 million ($20.5 million for state tax
purposes) of loss and credit carry-forwards at December 31, 2010 for US federal tax purposes. These losses and
credits will expire between 2012 and 2031. A significant portion of these net operating loss and credit
carryforwards relate to recent acquisitions and utilization of these loss and credit carryforwards will be subject to
an annual limitation under the IRC. We also have a valuation allowance related to foreign tax credits resulting
from the 2003 acquisition of Best GmbH, compensation limitations potentially limited by IRC 162(m), and net
operating loss carryforwards resulting from the 2010 Radius acquisition. If these foreign tax credits,
compensation deductions, and net operating loss carryforwards are ultimately utilized, the resulting benefit
would reduce income tax expense.
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As of December 31, 2010, 2009, and 2008, the total amount of gross unrecognized benefits was $32.5, $37.0, and
$33.8 million, which would affect the effective tax rate if recognized. Over the next twelve months, our existing
tax positions will continue to generate an increase in liabilities for unrecognized tax benefits. A reconciliation of
the change in the gross unrecognized tax benefits from J anuary 1, 2008 to December 31, 2010 is as follows:

Federal, State " Accrued Unrg‘;)()gsﬁized '
and Foreign Interest and Income Tax
Tax : Penalties Benefits

Balance at January 1,2008 ........ ... .. .. .. . . . .. $32.5 $09 $334
Additions for tax positions of prior years .............. 0.2 0.7 0.9
Additions for tax positions related to 2008 . ............ 7.4 — 7.4
Reductions for tax positions of prior years ... ... ... ... 0.2) — (0.2)
Settlements .............. ... .. . ... .. ... . ... . . 6.9 — 6.9)
Reductions due to lapse of applicable statute of ‘ ‘

limitations ............... ... ... e e (0:8) = (0.8)
Balance at December 31,2008 ......... e $32.2 $16 $33.8
Additions for tax positions of prior years . ... ... e 0.8 0.7 1.5
Additions for tax positions related to 2009 . . .., .. ... . 4.3 — 43
Reductions for tax positions of prioryears ....,........ 0.3) 0.1 0.4)
Settlements .............. ... ... ... . ... ... .. (1.1) 0.5) (1.6)
Reductions due to lapse of applicable statute of

limitations . .............. ... ... ... . ... ... . (0.5) 0.1 (0.6)
Balance at December 31,2009 ....... .. .. .. ... . . . $35.4 - $16 $37.0
Additions for tax positions of prior years .............. 0.4 0:4 0.8
Additions for tax positions related to 2010 .. .. ... ... ... 42 — 4.2
Reductions for tax positions of prior years ............. (0.2) — 0.2)
Settlements ................ ... ... ... .. .. ... . .. — — —
Reductions due to lapse of applicable statute of

limitations ...............0. . . P &.1) (1.2) 9.3)
Balance at December 31,2010 ..., ... .. ... ... . $31.7 $0.8 $32.5

|

We recognize pbtential accrued interest and penalties related to unrecognized tax benefits in income tax expense.
At December 31, 2010, 2009, and 2008, we have accrued $1.3, $2.7, and $2.6 million for potential payments of
interest and penalties. : : "

As of December 31, 2010, 2009, and 2008, net unrecognized benefits that would impact our effective tax rate, if
recognized after December 31, 2010 were $32.5, $37.0, and $33.8 million, respectively, offset by deferred tax
benefits of $2.9, $2.6, and $2.3 million related to the federal tax effect of state taxes for the same periods. We
were subject to examination by both the IRS for the 2007-2009 tax years, state tax jurisdictions for the'2006-
2009 tax years, and the Netherlands tax authority for the 2008-2009 tax years. In 2008, we finalized a closing
agreement with the IRS to complete their examination of the 2002-2004 tax years. As a result of the IRS audit
settlement, we reduced our unrecognized tax benefits by $6.6 million, of which $2:5 million was recorded as a
tax benefit in 2008. The reduction in unrecognized tax benefits related primarily to intercompany cost allocations
and research and development credits. Since the timing of the resolution of audits is uncertain, we are unable to
estimate any potential adjustments in the next 12 months to the balance of unrecognized tax benefits.
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Note 12: Employee Benefit Plans
Equity Incentive Plans

Our stockholders approved our 2009 Equity Incentive Award Plan on June 21, 2009. As a result, no awards may
be granted under any of our prior plans. As of December 31, 2010, we had outstanding equity awards under eight
equity incentive plans, including the 2009 Plan (defined below) and seven prior equity incentive plans.

Our primary equity incentive plans are summarized as follows:

2009 Stock Plan

In June 2009, our stockholders approved the 2009 Equity Incentive Award Plan (“2009 Plan”) and the
reservation of an aggregate of 5.0 million shares of our common stock for issuance pursuant to such plan. The
2009 Plan provides for grants of stock options (both incentive stock options and nonqualified stock options),
RSAs, stock appreciation rights, performance shares, performance stock units, dividend equivalents, stock
payments, deferred stock, RSUs, and performance-based awards. Options and awards generally vest over a
period of three to four years from the date of grant and generally expire seven to ten years from the date of the
grant. The terms of the 2009 Plan provide that an option price shall not be less than 100% of fair market value on
the date of the grant. Our Board of Directors may grant a stock bonus or stock unit award under the 2009 Plan in
lieu of all or a portion of any cash bonus that a participant would have otherwise received for the related
performance period.

The shares of common stock covered by the 2009 Plan may be treasury shares, authorized but unissued shares, or
shares purchased in the open market. If an award under the 2009 Plan is forfeited (including a reimbursement of
a non-vested award upon a participant’s termination of employment at a price equal to the par value of the
common stock subject to the award) or expired, any shares of common stock subject to the award may be used
again for new grants under the 2009 Plan.

The 2009 Plan is administered by the Compensation Committee of the Board of Directors (“Committee”). The
Committee has the exclusive authority to administer the 2009 Plan, including the power to (i) designate
participants under the 2009 Plan, (ii) determine the types of awards granted to participants under the 2009 Plan,
the number of such awards, and the number of shares of our common stock that is subject to such awards,

(iii) determine and interpret the terms and conditions of any awards under the 2009 Plan, including the vesting
schedule, exercise price, whether to settle or accept the payment of any exercise price, in cash, common stock,
other awards, or other property, and whether an award may be cancelled, forfeited, or surrendered, (iv) prescribe
the form of each award agreement, and (v) adopt rules for the administration, interpretation, and application of
the 2009 Plan. The Committee does not have the authority to accelerate vesting or waive forfeiture of any
qualified performance-based awards.

Persons eligible to participate in the 2009 Plan include all of our employees, directors, and consultants, as
determined by the Committee. As of December 31, 2010, approximately 2,100 employees and consultants and 4
non-employee directors were eligible to participate in the 2009 Plan.

As of December 31, 2010, there were 2.9 million shares outstanding and 1.5 million shares available for grant
under the 2009 Plan.

2007 Stock Plan

With the adoption of the 2009 Plan, no additional awards may be granted under the 2007 Equity Incentive Award
Plan (“2007 Plan”). Under the 2007 Plan, 3.3 million shares of common stock were reserved and authorized for
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issuance. The 2007 Plan provides for grants of stock options (both incentive stock options and nonqualified stock
options), restricted stock, stock appreciation rights, performance shares, performance stock units, dividend
equivalents, stock payments, deferred stock, RSUs, and performance-based awards. Options and awards
generally vest over a period of three to four years from date of grant and generally expire seven to ten years from
date of the grant. The terms of the 2007 Plan provide that an option price shall not be less than 100% of fair
market value on the date of the grant. Our Board of Directors may grant a stock bonus or stock unit award under
the 2007 Plan in lieu of all or a portion of any cash bonus that a participant would have otherwise received for the
related performance period. ' ‘

The shares of common stock covered by the 2007 Plan may be treasury shares, authorized but unissued shares, or
shares purchased in the open market. If an award under the 2007 Plan is forfeited (including reimbursement of a
non-vested award upon a participant’s termination of employment at a price equal to the par value of the
common stock subject to the award) or expired, any shares of common stock subject to the award may be used
again for new grants under the 2007 Plan.

The 2007 Plan is administered by a committee, which may be the Board of Directors or the Committee. The
Committee has the exclusive authority to administer the 2007 Plan, including the power to (i) designate
participants under the 2007 Plan, (ii) determine the types of awards granted to participants under the 2007 Plan,
the number of such awards, and the number of shares of our common stock subject to such awards,

(iii) determine and interpret the terms and conditions of any awards under the 2007 Plan, including the vesting
schedule, exercise price, whether to seitle or accept the payment of any exercise price in cash, common stock,
other awards, or other property, and whether an award may be cancelled, forfeited, or surrendered, (iv) prescribe
the form of each award agreement, and (v) adopt rules for the administration, interpretation, and application of
the 2007 Plan. The Committee does not have the authority to accelerate vesting or waive forfeiture of any
qualified performance-based awards.

As of December 31, 2010 and 2009, there were 1.3 and 2.3 million shares outstanding, respectively, under the
2007 Plan. As of December 31, 2008, there were 2.4 million shares outstanding and 0.6 million shares available
for grant under the 2007 Plan.

2004 Stock Plan

With the adoption of the 2007 Plan, no additional awards may be granted under the 2004 Stock Plan (the “2004
Plan”). Under the 2004 Plan, 8.4 million shares 6f common stock were authorized for issuance. This amount
includes 0.1 million shares that were consolidated from the acquired Splash Plan, T/R Plan, and Printcafe Plans
on June 7, 2006. The terms of the 2004 Plan provide that an option price shall not be less than 100% of fair
market value on the date of the grant. The vesting period for restricted stock must be at least (a) one (1) year in
the case of an RSA subject to a vesting schedule based on the achievement of specified performance goals by the
participant or (b) three (3) years in the case of an RSA absent such performance-based vesting. Under this plan,
restricted stock awards and RSUs could be granted that did not comply with the preceding minimum vesting
requirement as long as the aggregate number of shares of common stock issued with respect to such
non-conforming awards granted under the 2004 Plan did not exceed 10% of the shares reserved for issuance. The
2004 Plan provides for accelerated vesting if there is a change in control (as defined in the 2004 Plan). Options,
RSUs, and restricted stock awards generally vest over a 42 to 48 month period and expire from seven to ten years
from the date of the grant. As of December 31, 2010, 2009, and 2008, there were 0.6, 0.9, and 2.2 million shares,
respectively, outstanding under the 2004 Plan.
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1999 Stock Plan

With the adoption of the 2007 Plan, no additional awards may be granted under the 1999 Stock Plan (the “1999
Plan”). The 1999 Plan authorized 10.6 million shares of common stock for issuance. The terms of the 1999 Plan
provide that an option price may not be less than 100% of fair market value and the purchase price under
restricted stock purchase agreement may not be less than 50% of fair market value on the date of the grant. The
Board of Directors or Committee had the authority to determine to whom options would be granted, the number
of shares, the vesting period, the expiration date, and the exercise price. The 1999 Plan provides for accelerated
vesting if there is a change in control (as defined in the 1999 Plan). Options, RSUs, and RSAs generally vest
from two to four years and expire from seven to ten years from the date of the grant. As of December 31, 2010,
2009, and 2008, there were 0.2, 0.5, and 2.4 million shares, respectively, outstanding under the 1999 Plan.

1990 Stock Plan

The 1990 Stock Option Plan (the “1990 Plan”) by its terms expired in June 2000 and no additional awards may
be granted under this plan. In June 1990, we adopted the 1990 Plan, which, as amended, provided for the
issuance of incentive and nonqualified stock options to our employees, directors, and non-employees. We
reserved 13.2 million shares of common stock for issuance under the 1990 Plan. The original terms of the 1990
Plan provided that the exercise price of nonqualified stock options could not be less than 85% of the fair market
value on the date of the grant. In May 1995, the 1990 Plan was amended to provide that options could not be
granted at less than 100% of the fair market value of our common stock on the date of the grant. Generally, the
options vested over a four year period. The 1990 Plan allows us to buy out an option grant for cash or shares,
which was an option previously granted based on terms and conditions as established at the time such offer is
made. The 1990 Plan provides for accelerated vesting if there is a change in control (as defined in the 1990 Plan).
The options are exercisable at times and increments as specified by the Board of Directors and expire not more
than 10 years from date of grant. All options available under the 1990 Plan have been issued. Any shares (plus
any shares that might in the future be returned to the 1990 Plan as a result of cancellations) that remained
available for future grants under the 1990 Plan have been cancelled. As of December 31, 2010, no shares remain
outstanding under the 1990 Plan. As of December 31, 2009 and 2008, there were less than 0.1 and 0.7 million
shares, respectively, outstanding under the 1990 Plan.

Acquired Stock Plans

In connection with our acquisition of Splash Technology Holdings, Inc., T/R Systems, Inc., and Print Café,, we
assumed their stock incentive plans. As of December 31, 2010 and 2009, there were less than 0.1 million options
outstanding under these acquired stock plans. As of December 31, 2008 there were 0.2 million options
outstanding.

Amended and Restated 2000 Employee Stock Purchase Plan

On June 2009, our stockholders approved the Amended and Restated 2000 Employee Stock Purchase Plan that
increased the number of shares authorized for issuance pursuant to such plan by 3.0 million shares. The share
increase was intended to ensure that we continue to have a sufficient reserve of common stock available under
the ESPP to provide our eligible employees with the opportunity to acquire our common stock through
participation in a payroll deduction-based ESPP designed to operate in compliance with Section 423 of the IRC.
The amendment and restatement of the ESPP does not provide for an automatic increase in the number of shares
reserved for issuance under the ESPP. As of December 31, 2010, 2009, and 2008, 2.2, 6.2, and 2.8 million shares
of our common stock were reserved for issuance that remained outstanding under the ESPP.
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In May 2000, our Board of Directors initially adopted the 2000 Employee Stock Purchase Plan, which became
effective on August 1, 2000 and reserved 0.4 million shares of common stock for issuance under the ESPP. The
ESPP, subsequently amended prior to 2009, had an automatic share increase feature pursuant to which the shares
reserved under the ESPP automatically increased on the first trading day in January of each year, beginning with
calendar year 2006. The increase was equal to three quarters of one percent (0.75%) of the total number of shares
of common stock outstanding on the last trading day of December in the immediately preceding calendar year,
but in no event could any such increase exceed 2.5 million shares annually.

The ESPP is qualified under Section 423 of the IRC. Eligible employees may contribute from one to ten percent
of their base compensation not to exceed ten percent of the employee’s earnings. Employees are not able to
purchase more than the number of shares having a value greater than $25,000 in any calendar year, as measured
at the beginning of the offering period under the ESPP. The purchase price shall be the lesser of 85% of the fair
market value of the stock, either on the offering date or on the purchase date. The offering period shall not
exceed 27 months beginning with the offering date. The ESPP provided for offerings of four consecutive,
overlapping six-month offering periods, with a new offering period commencing on the first trading day on or
after February 1 and August 1 of each year. ‘

In 2010, 2009, and 2008, 0.7, 0.8, and 0.5 million shares were issued under the ESPP at an average purchase
price of $7.55, $7.51, and $12.18, respectively. As of December 31, 2010, there was $0.4 million of total
unrecognized compensation cost related to stock-based compensation arrangements granted under the ESPP.
That cost is expected to be recognized over a period of 1.8 years. At December 31, 2010, 2009, and 2008, there
were 2.2, 2.9, and 0.3 million shares, respectively, available for issuance under the ESPP.

Valuation and Expense Information under ASC 718

We account for stock-based payment awards, in accordance with ASC 718, Stock Compensation, which requires
the measurement and recognition of compensation expense for all equity awards made to our employees and
directors, including employee stock options, RSAs, RSUs, and employee stock purchases related to all stock-
based compensation plans based on the fair value of such awards on the date of grant. We amortize stock-based
compensation cost on a graded vesting basis over the vesting period, after assessing the probability of achieving
the requisite performance criteria with respect to performance-based awards. Stock-based compensation cost is
recognized over the requisite service period for each separately vesting tranche of the award as though the award
were, in substance, multiple awards.

We use the Black-Scholes-Merton (“BSM”) option pricing model to value stock-based compensation for all
equity awards, except market based awards. Market based awards are valued using a Monte Carlo valuation
model.

The BSM model determines the fair value of stock-based payment awards based on the stock price on the date of
grant and is affected by assumptions regarding a number of highly complex and subjective variables. These
variables include, but are not limited to, our expected stock price volatility over the term of the awards and actual
and projected employee stock option exercise behaviors. Option pricing models were developed to estimate the
value of traded options that have no vesting or hedging restrictions and are fully transferable. Because our
employee stock options and awards have certain characteristics that are significantly different from traded
options, and because changes in the subjective assumptions can materially affect the estimated value, in
management’s opinion, the existing valuation models may not provide an accurate measure of the fair value of
our employee stock options. Although the fair value of employee stock options is determined in accordance with
ASC 718 and SAB No. 107 using an appropriate option pricing model, the value may not be indicative of the fair
value observed in a willing buyer/willing seller market transaction.
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Stock-based compensation expense related to stock options, employee stock purchases under the ESPP, RSUs,
and RSAs under ASC 718 for the years ended December 31, 2010, 2009, and 2008 are summarized as follows (in
thousands):

2010 2009 . 2008
Stock -based compensation expense by type of award:
Employee Stock Options . .. i .v.veveeni it $ 1,545 $ 2,269 $ 5759
Non-vested RSUsand RSAs . ...........oonnne. 12,860 11,965 23,187
ESPP ..o e 1,520 4,349 4,481
Total stock-based compensation ................. .. 15,925 18,583 33,427
Tax effect on stock-based compensation .. ............ (1,696) 94 (6,694)

Net effect on net income (108S) . ..o vovvevvnnennens $14,229 $18,677  $26,733

Valuation Assumptions for Stock Options and ESPP Shares

Our determination of the fair value of stock-based payment awards on the date of grant using BSM is affected by
various assumptions including volatility, expected term, and interest rates. Expected volatility, is based on the
historical volatility of our stock over a preceding period commensurate with the expected term of the stock
option. The expected term is based upon management’s consideration of the historical life of the stock options,
the vesting period of the stock options granted, and the contractual period of the stock options granted. The risk-
free interest rate for the expected term of the stock options is based on the U.S. Treasury yield curve in effect at
the time of grant. Expected dividend yield was not considered in the option pricing formula since we do not pay
dividends and have no current plans to do so in the future.

The estimated per share weighted average fair value of stock options granted and ESPP shares issued and the
assumptions used to estimate fair value are as follows for the periods indicated:

Stock Options Years ended ' ‘Employee Stock Purchase Plan Years ended
December 31, December 31,

BSM assumptions and fair value : 2010 2009 2008 2010 2009 2008
Weighted average fair value per ' ' '

share .......... ...t $4.48 $3.84 $551 $ 394 % 393§ 5.50
Expected volatility ........... 47% 44% 40% 32%- 53% 51% -66% 32%- 714%
Risk-free interest rate ......... C12%  18% 28% 02%-09% 0.3% -1.2% 1.9%-2.5%
Expected term (in years) .. . .. .. 40 41 4.0 05-2.0 05-20 0.5-20

Non-vested RSUs and RSAs

The RSUs and non-vested shares of restricted stock generally vest over a service period of two to four years. The
compensation expense incurred for these service-based awards is based on the closing market price of our stock
on the date of grant and is amortized on a graded vesting basis over the requisite service period. The weighted
average fair value of RSUs granted during the years ended December 31, 2010, 2009, and 2008 were $11.36,
$10.84, and $13.53, respectively. No RSAs were granted during 2010, 2009, and 2008

In February 2008, the remaining 138,750 shares of market-based non-vested RSUs were modified to seven-year
service-based RSUs. No incremental stock-based compensation expense was incurred as a result of the
modification. ‘
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Performance-based Stock Options and RSUs

RSUs granted during the year ended December 31, 2010 include 384,875 performance-based RSUs, which vest
when specified performance criteria are met based on 2010 revenue targets and non-GAAP operating income
targets; otherwise, they are deemed forfeited. Non-GAAP operating income is defined as operating income
determined in accordance with GAAP, adjusted to remove the impact of certain expenses, and the tax effects of
these adjustments. The grant date fair value is estimated to be $4.7 million, which is being amortized over their
service periods of 1.0 year. At December 31, 2010, 348,891 performance-based RSUs remain outstanding. The
probability of achieving the requisite performance criteria was determined to be 88% as of December 31, 2010.
Stock-based compensation expense has been adjusted accordingly.

Also granted during the year ended December 31, 2010 were 12,000 performance-based RSUs, which vest when
specified performance criteria are met, prior to June 30, 2013, based on revenue and gross profit targets; otherwise,
they are forfeited. The grant date fair value is estimated to be $0.1 million, which is being amortized over their
service periods of 2.92 years. Achievement of these performance criteria is currently estimated as probable.

RSUs and stock options granted during the year ended December 31, 2009 include 98,000 market-based RSUs
and 294,076 market-based stock options. These awards vest when our average closing stock price exceeds
defined multiples of the June 18, 2009 or August 28, 2009 closing stock prices for 20 consecutive trading days. If
these multiples are not achieved by June 18, 2016 or August 28, 2016, the awards are deemed forfeited. The
grant date fair value is estimated to be $0.9 million for the RSUs and $1.7 million for the stock options, which
are being amortized over their average derived service periods of 4.35 and 4.88 years, respectively. The average
derived service period and total fair value was determined using the Monte Carlo valuation model based on our
assumptions, which included a risk-free interest rate of 3.5% and 3.1%, respectively, and an implied volatility of
50%. At December 31, 2010, 88,000 market-based RSUs and 238,388 market-based stock options remain
outstanding. : :

Stock options granted during the year ended December 3 1, 2009 include 32,674 performance-based stock
options. These performance-based stock options vest when our annual non-GAAP return on equity exceeds
defined multiples of the 2008 non-GAAP return on equity. Non-GAAP return on equity is defined as non-GAAP
net income divided by stockholders’ equity. Non-GAAP net income is defined as net income determined in
accordance with GAAP adjusted to remove the impact of certain expenses, and the tax effects of these
adjustments. If these multiples are not achieved by August 28, 2016, the stock options are deemed forfeited. The
grant date fair value is estimated to be $0.1 million, which is being amortized over their average derived service
periods of 3.71 years. The performance-based stock options were valued using the BSM valuation model.
Achievement of these performance criteria is currently estimated as probable. At December 31, 2010, 26,487
performance-based stock options remain outstanding.

2009 Fair Value Stock Option Exchange

We commenced a fair value stock option exchange on August 31, 2009 to allow employees, other than our
named executive officers and members of our Board of Directors, the opportunity to exchange all or a portion of
their eligible outstanding stock options for a smaller number of RSUs based on exchange ratios intended to result
in the fair value of the newly issued RSUs being equal to the fair value of the stock options that were surrendered
or for cash, in certain circumstances. Stock options that were “underwater” (i.e., those stock options with a per
share exercise price that was greater than the per share closing price of our common stock as quoted on the
NASDAQ Global Select Market as of the trading day immediately preceding August 31, 2009, the date the stock
option exchange commenced, or $10.77 per share), excluding stock options granted six months prior to the
commencement of the exchange or stock options expiring within six months after the completion of the
exchange, were eligible for exchange.
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The offering period closed on September 28, 2009. A total of 1,000 eligible employees participated in the stock
option exchange. We accepted for exchange stock options to purchase an aggregate of 2.8 million shares of our
common stock, representing 82% of the total stock options eligible at the commencement of the exchange. All
surrendered stock options were cancelled and (i) we granted a total of 0.3 million new RSUs under the 2009 Plan,
and (ii) we made cash payments in the aggregate amount of $0.2 million (less applicable withholdings and
without interest). The resulting incremental compensation expense was not material to our condensed
consolidated financial statements.

Stock Option Activity

Stock options outstanding and exercisable as of December 31, 2010, 2009, and 2008 and activity for each of the
years then ended is as follows (in thousands, except weighted average exercise price and remaining contractual
term):

Weighted
average
Weighted . remaining
average  contractual Aggregate

exercise term intrinsic
. . Shares price (years) value
Options outstanding at January 1,2008 ...................... 7,513 $24.19
Optionsgranted........‘...............................‘.q. 980 15.80
Options forfeited and expired ...........oovaioeerareeees (2,286) 27.34
Options granted, net of forfeited and expired ...............o.. .. (1,300)
Options eXercised . .. ... .iii i (146) 15.27
Options outstanding at December 31,2008 . ... ... 6,061 $22.73
Options granted ....... R e 844 10.50
Options forfeited, expired, and exchanged ......... ... ..o ... (4,081) 2493
Options granted, net of forfeited, éxpiredr, and exchanged .......... (3,237)
OpHions EXEICISEd . . .. v v vven v — —
Options outstanding at December 31,2009 . ....... ... 2,824  $15.90
OPUONS GEANLEA . -+ - eeeeee e eae e 487 1204
Options forfeited and EXPITEd .ot (696) 18.29
Options granted, net of forfeited andexpired ....... ..o iiiiinns (209)
Options eXercised .. ... .vvvuimii e e . (86). 11.85
Options outstanding at December 31,2010 ......... ... ... ... 2,529 $14.64 ﬂ $3,311
Options vested and expected to vest at December 31,2010 ....... 2,363 $14.86 ﬂ $2.824
Options exercisable at December 31,2010 ... .................. 1,444  $16.65 2.8 $ 513

|
|
|

Aggregate stock option intrinsic value represents the difference between the closing price per share of our
common stock on the last trading day of the fiscal period and the exercise price of the underlying awards for the
options that were in the money at December 31, 2010. No options were exercised during the year ended
December 31, 2009. The total intrinsic value of options exercised, determined as of the date of option exercise,
was $0.2 and $0.3 million for the years ended December 31, 2010 and 2008, respectively. There was $2.5 million
of total unrecognized compensation cost related to stock options expected to vest as of December 31, 2010. That
cost is expected to be recognized over a weighted average period of 1.7 years.
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Stock options outstanding and exercisable as of December 31, 2010 are summarized as follows (shares in

thousands):

Options outstanding Options exercisable

Weighted

average
remaining Weighted Weighted
contractual average average
term exercise exercise

Range of exercise prices Shares (years) price Shares price

$9.12t0$9.98 ... 85 53 $ 9.82 34 $9.79
$10.77t0$10.77 ... .. 484 5.7 10.77 77 10.77
$10.80t0$13.72 ... ... . 507 6.4 11.91 26 10.95
$1525t08$15.77 ... 5 2.6 15.46 4 15.49
$1588t0$1588 .................. .. .. .. 550 42 15.88 452 15.88
$16.06 and e 898 E 17.96 851 18.04
2,529 1 $14.64 1,444 $16.65

Non-vested RSUs and RSAs

Non-vested RSUs and RSAs were awarded to employees under our equity incentive plans. Non-vested RSAs
have the same voting rights as other common stock and are considered to be currently issued and outstanding.
Non-vested RSAs are eligible to receive dividends (i.e., participating securities), even if we do not intend to
declare dividends. RSUs do not have the voting rights of common stock and the shares underlying the RSUs are
not considered issued and outstanding;

Non-vested RSUs and RSAs as of December 3 1, 2010, 2009, and 2008, and activity for each of the years then
ended is as follows (shares in thousands):

Restricted Stock Units Restricted Stock Awards
Weighted
average
grant Weighted
date fair average grant
Shares value Shares date fair value
Non-vested at January 1,2008 .................. .. 1,880 $22.07 336 $24.21
Restricted stock granted ................ ... ... ... 926 13.78 — —
Restricted stock vested . . e (543) 11.62 (174) 21.61
———————Restricted stockforfeited ... .. ... .. 397N 21.07 44) 26.31
Non-vested at December 31,2008 .. ............... 1,866 $18.22 118 $27.21
Restricted stock granted ............ ... ... .. .. 1,383 10.84 — —
Restricted stock issued in exchange for stock
Options .............. ... 348 12.15 — —
Restricted stock vested ................. ... ... . . (727 19.09 6) 27.89
Restricted stock forfeited .............. ... ... . . (163) 19.46 — —
Non-vested at December 31,2009 ................. 2,707 $13.36 112 $27.18
Restricted stock granted ................ ... .. ... 1,469 11.36 — —
Restricted stock vested . ............... . ... .. .. (1,355) 14.80 — —
Restricted stock forfeited .............. ... . .. (283) 12.62 an 26.90
Non-vested at December 31,2010 .............. ... 2,538 $11.67 101 $27.21
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RSUs

The fair value of RSUs that vested during the years ended December 31, 2010, 2009, and 2008, determined as of
the vesting date, were $16.6, $8.2, and $6.4 million, respectively. The aggregate intrinsic value of RSUs vested
and expected to vest at December 31, 2010 was $32.3 million, calculated as the closing price per share of our
common stock on the last trading day of the fiscal period multiplied by 2.3 million of RSUs vested and expected
to vest at December 31, 2010. There was approximately $11.8 million of unrecognized compensation costs
related to RSUs expected to vest as of December 31, 2010. That cost is expected to be recognized over a
weighted average period of 1.2 years.

RSAs

No RSAs vested during the year ended December 31, 2010 because the requisite performance criteria was not
achieved. The fair value of RSAs that vested during the years ended December 31, 2009 and 2008, determined as
of the vesting date, was $0.1 and $2.3 million, respectively. There was $0.1 million of unrecognized
compensation cost related to non-vested RSAs expected to vest as of December 31, 2010. That cost will be
recognized during the quarter ended March 31, 2011 because the RSAs vested on March 15, 2011 based on
achievement of a specified percentage of the 2010 operating plan.

Employee 401(k) Plan

We sponsor a 401(k) Savings Plan (“401(k) Plan”) to provide retirement and incidental benefits for our
employees. Employees may contribute from 1% to 40% of their annual compensation to the 401(k) Plan, limited
to a maximum annual amount as set periodically by the IRS. We matched 50% of U.S. employee contributions,
up to a maximum of the first 4% of the employee’s compensation contributed to the plan, subject to IRS
limitations, except for a 17 month period during 2010 and 2009 when employer matching contributions were
suspended. All matching contributions vest over four years starting with the hire date of the individual employee.
Our matching contributions to the 401(k) Plan totaled $0.1, $0.6, and $1.9 million during the years ended
December 31, 2010, 2009, and 2008, respectively. The employees’ and our contributions are cash contributions
invested in mutual funds managed by an independent fund manager, ot in self-directed retirement plans.

Note 13: Sale of Building and Land

On January 29, 2009, we sold a portion of the Foster City, California campus for $137.3 million. The property
sold included an approximately 163,000 square foot building at 301 Velocity Way as well as approximately 30
acres of land. Direct transaction costs consist primarily of broker commissions, documentary transfer and title
costs, legal fees, and other expenses. The cost of the land, building, and improvements were included in the
determination of the gain on sale of building and land for the year ended December 31, 2009 as follows (in
millions):

SAlES PrOCEEAS . .ot vvvvesee e $137.3
Assets held for sale at December 31,2008 ...........cooiiiien 554
Direct tranSaction COSES .+« v v e v v v v nnernenmernaenasss s eses 1.9
Gain on sale of building andland . . ... ... $ 80.0

Note 14: Restructuring and Other

During the years ended December 31, 2010, 2009, and 2008, cost reduction actions were taken to lower our
quarterly operating expense run rate as we analyzed our cost structure. We announced restructuring plans to
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better align our costs with revenue levels due to the current economic environment and to re-align our cost
structure following the acquisitions of Radius in 2010 and Pace in 2008, Restructuring and other consists -
primarily of restructuring, severance, facility downsizing, and acquisition integration expenses. The restructuring
plans are accounted for in accordance with ASC 420, Exit or Disposal Cost Obligations, and ASC 820, Fair
Value Measurements and Disclosures, which became effective with respect to restructuring-related liabilities
initially in the first quarter of 2009.

We recognized restructuring and other charges of $3.6, $9.0, and $11.0 million for the years ended

December 31, 2010, 2009, and 2008, respectively, primarily consisting of restructuring, severance, facilities
downsizing, and acquisition integration expenses. Restructuring and severance charges of $2.4, $8.1, and

$8.3 million related to head count reductions of 98, 227, and 166 for the years ended December 31, 2010, 2009,
and 2008, respectively. Severance costs include severance payments, related employee benefits, retention
bonuses, and outplacement or relocation costs. Restructuring and other includes a $0.6 million charge resulting
from a decrease in estimated sublease income necessitated by continuing weakness in the commercial real estate
market where these facilities are located, costs to downsize five facilities in 2010, and integration expenses
resulting from the Radius acquisition. Restructuring and other includes charges to downsize three facilities
during 2009 and charges to downsize five facilities and integrate our Pace and Raster acquisitions during 2008.

Restructuring and other reserve activities for the years ended December 31, 2010 and 2009 are summarized as
follows (in thousands):

2010 2009
Reserve balance at January 1 ... ... ... ... .. ... ... $279% $ 3,847
Restructuring charges .................... . ... .. 1,902 7,800
Other charges ............ [ 1,713 1,157
Cashpayments ....................... ... ... ... 4,616) (10,008)

Reserve balance at December 31 o $1,795 $ 2,79

Note 15: Segment Information, Geographic Data, and Major Customers
Operating Segments

ASC 280, Segment Reporting, requires operating segment information to be presented based on internal
reporting used by the chief operating decision maker to allocate resources and evaluate operating segment
performance. Our enterprise management processes became further refined in 2009 to use financial information
that is closely aligned with our three product categories at the gross profit level. Relevant discrete financial
information is prepared at the gross profit level for each of our three operating segments that is used by the chief
operating decision making group to allocate resources and assess the performance of each operating segment.

We classify our revenue, gross profit, assets, and liabilities in accordance with our operating segments as
follows: '

Fiery, which includes products, services, and technology, which transform digital copiers and printers into high
performance networked printing devices, and is made up of stand-alone and embedded controliers, bundled
solutions, and design-licensed solutions primarily for the office market and commercial printing markets. This
operating segment includes our Fiery series (external print servers and embedded servers), Splash and
MicroPress, color and black & white server products, software options for Fiery products, including proofing and
scanning solutions, and parts.
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Inkjet, which consists of sales of super-wide and wide format inkjet printers, industrial inkjet printers, ink, parts,
and service revenue from the VUTEK, Jetrion, and Rastek businesses.

APPS, which consists of software technology focused on printing workflow, PMIS, e-commerce, and job
tracking tools. :

Our chief operating decision making group evaluates the performance of its operating segments based on net
sales and gross profit. Gross profit for each operating segment includes revenue from sales to third parties and
related cost of revenue attributable to the operating segment. Cost of revenue for each operating segment
excludes certain expenses managed outside the operating segments consisting primarily of stock-based
compensation expense. Operating income is not reported by operating segment because operating expenses
include significant shared expenses and other costs that are managed outside of the operating segments. Such
operating expenses include various corporate expenses such as stock-based compensation expense, corporate
sales and marketing expenses, research and development, income taxes, various non-recurring charges, and other
separately managed general and administrative expenses.

Summary gross profit information, excluding stock-based compensation expense, for the years ended
December 31, 2010, 2009, and 2008 is as follows (in thousands):

For the years ended December 31,

2010 2009 2008

Fiery

REVENUE o v v et e e e iie e e $238,621  $193,012  $289,065

GIOSS PIOfIt . . vv e 161,219 129,240 197,378

Gross profit PErcentages . ... ....ovvenvenne e s 67.6% 67.0% 68.3%
Inkjet '

REVEIUE . o v v v ooeeee e e e eieae e $207.654 $159,732  $219,959

GIOSS PIOFit . o .vvvv e 68,121, 50,748 89,677

Gross profit Percentages . .. .......voveenea s 32.8% 31.8% 40.8%
APPS

REVEIUE .« o e e oo e e e e e e et et $ 57,732 $ 48364 $ 51,356

Gross Profit . ... ovvve vt 39,329 32,569 32,833

Gross profit PErcentages . .. .......oovveneiai s 68.1% 67.3% 63.9%

A reconciliation of operating segment gross profit to the consolidated statements of operations for the years
ended December 31, 2010, 2009, and 2008 is as follows (in thousands):

For the years ended December 31,

_ , , 2010 2009 2008
Segment gross Profit . ... $268,669  $212,557  $319,888
Stock-based compensation eXpense .. ... ... oo , (984) (1,074) (2,471)
GrosS PIOfit . ..o .vv ettt $267,685 $211,483  $317417

Proofing software revenue of $8.6 and $10.3 million and proofing gross profit of $7.7 and $9.0 million
previously reported in the APPS operating segment for the years ended December 31, 2009 and 2008,
respectively, has been revised to conform to the year ended December 31, 2010 presentation, reflecting the
reclassification of proofing software from the APPS to the Fiery operating segment. Total revenue and gross
profit for the years ended December 31, 2009 and 2008 has not changed. :
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Tangible and intangible assets, net of liabilities, are summarized by operating segment as follows (in thousands):

Fiery Inkjet APPS
December 31, 2010 '
Goodwill ......... e e $-60,005 $ 36,508  $43,005
Identified intangible assets,net ................... .. ... ... 682 34,198 14,259
Tangible assets, net of liabilities ................. ... .. .. 40,046 72,766 (3,861)
Net tangible and intangible assets ......................... $100,733  $143,472  $53,403
December 31, 2009 ‘
Goodwill .. ... ... . $ 53,249 $ 36,508  $33,083
Identified intangible assets, net . .............. ... ... .. — 43,442 11,007
Tangible assets, net of liabilities ................... ... . 43,333 82,331 1,865

Net tangible and intangible assets ....................... .. $ 96,582 $162,281 $45,955

Operating segment assets exclude corporate assets, such as cash, short-term and long-term investments, and taxes
payable. Proofing software net tangible and intangible assets previously reported in the APPS operating segment
of $8.3 million for the year ended December 31, 2009 has been revised to conform to the year ended

December 31, 2010 presentation, reflecting the reclassification of the proofing software business from the APPS
to the Fiery operating segment. Net tangible and intangible assets for the year ended December 31, 2009 has not
changed.

Information about Geographic Areas

Our revenue originates in the U.S., The Netherlands, Germany, Japan, and the U.K. We report revenue by
geographic area based on ship-to destinations. Shipments to some of our OEM customers are made to centralized
purchasing and manufacturing locations, which in turn sell through to other locations. As a result of these factors
we believe that sales to certain geographic locations might be higher or lower, as the ultimate destinations are
difficult to ascertain.

>

Our revenue by sales origin for the years ended December 31, 2010, 2009, and 2008 was as follows
(in thousands):

For the years ended December 31,

2010 2009 2008
AMETICas .. ... $293,747  $229,294  $297,896
Europe, Middle East, and Africa ......................... 149,488 122,696 194,474
Japan ... 41,853 35,041 52,048
Other international locations ................ ... ... .. 18,919 14,077 15,962
TotalRevenue .............. ... ... .. ... . ... ... .. .. $504,007  $401,108  $560,380

Our long-lived assets located outside the Anmericas, all of which are in the EMEA region, as of December 31,
2010 and 2009 was as follows (in thousands):

December 31,

2010 2009
Goodwill . ... $20,744  $7,408
Intangible assets, net ............. ... .. ... .. . 6,077 1,096

$26,821  $8,504
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Major Customers

For the past three years we have had two major customers, Xerox and Canon, each with total revenue greater
than 10%. Canon and Xerox each contributed over 10% of our revenue individually and together accounted for
approximately 27%, 26%, and 29% of .our revenue for the years ended December 31, 2010, 2009, and

2008, respectively. ;

One customer, Xerox, had an accounts receivable balance greater than 10% of our net accounts receivable
balance at December 31, 2010, accounting for 16%, and two customers, Xerox and Canon, had accounts
receivable balances greater than 10% of our net accounts receivable balance at December 31, 2009, accounting
for 15% and 10%, respectively.

Note 16: Subsequent Event
On February 9, 2011, our Board of Directors approved a $30 million stock repurchase program.
On February 16, 2011, we acquired privately held Streamline for approximately $6.9 million in cash, plus an

additional future cash earn out contingent on achieving certain performance targets. Streamline is the provider of
PrintStream PMIS software focused on mailing and fulfillment services for the printing industry.
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SUPPLEMENTARY DATA
Unaudited Quarterly Consolidated Financial Information

The following table presents our operating results for each of the quarters in the years ended December 31, 2010
and 2009. The information for each of these quarters is unaudited, but has been prepared on the same basis as our
audited consolidated financial statements appearing elsewhere in this Annual Report on Form 10-K. In the
opinion of management, all necessary adjustments (consisting only of normal recurring adjustments) have been
included that are required to state fairly our unaudited quarterly results when read in conjunction with our audited
consolidated financial statements and the notes thereto appearing in this Annual Report on Form 10-K. These
operating results are not necessarily indicative of the results for any future period.

2010
(in thousands except per share data) - . Q1 Q2 Q3 Q4m
Revenue ....... ... . .. ... $110,830 $119,117 $129,049 $145,011
Gross profit . . ... R I P 58,771 60,963 69,993 77,958
Income (loss) from operations ............. e i P (7,377) (2,827) 1,835 8,093
Netincome (loss) ...............0 ... ... 0. ... .. ... . . $(11,378) $ (2,542) $ 13357 $ 8,050
Net income (loss) per basic common share . . . . . ... I $ (025 $ 0060 $ 029 $ 0.17
Net income (loss) per diluted commion share ................. $ (025 $ ©06)$ 029 $ 017

2009
(in thousands except per share data) Q1 Q2 Q3 Q4
Revenue ... ... ... .. ... ... ... . . .. . e $ 96,145 $ 90,110 $100,855 $113,998
Grossprofit ........ .. ... .. 52,928 46,771 52,190 59,594
Loss from operations .....................c.... . .. ... ... (22,972)  (23,603) (15,060) (5,382)
Netincome (Ioss) ................... ... ..... e $ 26,714 $(13,309) $(12,169) $ (3,407)
Net income (loss) per basic common share . .................. $ 052 % ©27) $ (025 % (0.07)
Net income (loss) per diluted common share ................. $§ 052 %8 027) $ (025 § 0.07)
Gain on sale of building andland .............. ... .. .. ... .. $ 79363 $ 628 §$ — —

(' During the fourth quarter of 2010, we determined that we had not reversed stock-based compensation
expense (“SBC”) related to certain employees terminated earlier in the year. When the recipient of an equity
award leaves the Company, SBC should be reversed in the period of termination. The net effect of this
fourth quarter adjustment was an over-statement of pre-tax loss of $0.3 million for the three and six months
ended June 30, 2010, under-statement of pre-tax income of $0.1 million for the three months ended
September 30, 2010, and over-statement of pre-tax loss of $0.4 million for the nine months ended
September 30, 2010. This fourth quarter adjustment resulted in an over-statement of pre-tax income of $0.4
million for the three months ended December 31, 2010. Pre-tax income was not impacted for the year ended
December 31, 2010.

This adjustment is not considered material to the financial information taken as a whole for any of the
periods presented.
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Item 9: Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

None.

Item 9A: Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain “disclosure controls and procedures,” as such term is defined in Rule 13a-15(¢) under the Exchange .
Act, that are designed to provide reasonable assurance that information required to be disclosed by us in reports
that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within the time
periods specified in SEC rules and forms, and that such information is accumulated and communicated to our
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely
decisions regarding required disclosure. Our management, including the Chief Executive Officer and Chief
Financial Officer, is engaged in a comprehensive effort to review, evaluate, and improve our controls; however,
management does not expect that our disclosure controls will prevent all errors and all fraud. A control system,
no matter how well designed and operated, can provide only reasonable, not absolute, assurance that the control
system’s objectives are met. Additionally, in designing disclosure controls and procedures, our management
necessarily was required to apply its judgment in evaluating the cost-benefit relationship of possible disclosure
controls and procedures. The design of any disclosure controls and procedures is also based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in
achieving its stated goals under all potential future conditions.

Based on their evaluation as of the end of the period covered by this Annual Report on Form 10-K, our
Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures
were effective to provide reasonable assurance as of December 31, 2010.. . :

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting as defined in Rule 13a-15(f) of the Exchange Act. Because of its inherent limitations, internal control
over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

We assessed the effectiveness of the Company’s internal control over financial reporting as of
December 31, 2010. In making this assessment, we used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (“COSO”) in Internal Control—Integrated Framework.

Based on our assessment using those criteria, we concluded that our internal control over financial reporting was
effective as of December 31, 2010.

We have excluded Radius from our assessment of internal control over financial reporting as of

December 31, 2010 because Radius was acquired by us during fiscal year 2010. Radius is a wholly owned
subsidiary whose total assets and total revenue represent 3.1% and 1.5%, respectively, of the related consolidated
financial statement amounts as of and for the year ended December 31, 2010.

PricewaterhouseCoopers LLP, an independent registered public accounting firm, has audited the effectiveness of
our internal control over financial reporting as of December 31, 2010, as stated in their report included in this
Annual Report on Form 10-K.

il
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Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended
December 31, 2010 that have materially affected, or are reasonably likely to materially affect, our internal
control over financial reporting,

f

Item 9B: Other Information

None.
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PART I

Item 10: Directors, Executive Officers and Corporate Governance

Information regarding our directors is incorporated by reference from the information contained under the
caption “Election of Directors” in our Proxy Statement for our 2011 Annual Meeting of Stockholders (the

“2011 Proxy Statement”). Information regarding our current executive officers is incorporated by reference from
information contained under the caption “Executive Officers” in our 2011 Proxy Statement. Information
regarding Section 16 reporting compliance is incorporated by reference from information contained under the
caption “Section 16(a) Beneficial Ownership Reporting Compliance” in our 2011 Proxy Statement. Information
regarding the Audit Committee of our Board of Directors and information regarding an Audit Committee
financial expert is incorporated by reference from information contained under the caption “Meetings and
Committees of the Board of Directors” in our 2011 Proxy Statement. Information regarding our code of ethics is
incorporated by reference from information contained under the caption “Meetings and Committees of the Board
of Directors” in our 2011 Proxy Statement. Information regarding our implementation of procedures for
stockholder nominations to our Board of Directors is incorporated by reference from information contained under
the caption “Meetings and Committees of the Board of Directors” in our 2011 Proxy Statement.

Item 11: Executive Compensation

The information required by this item is incorporated by reference from the information contained under the
captions “Compensation Discussion and Analysis” and “Executive Compensation” in our 2011 Proxy Statement.

Item 12: Security Ownership of Certain Beneficial Owners and Management and
Related Stockholder Matters

Other than information regarding securities authorized for issuance under equity compensation plans, which is
set forth below, the information required by this item is incorporated by reference from the information contained
under the caption “Security Ownership” in our 2011 Proxy Statement.

Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth information as of December 31, 2010 concerning securities that are authorized
under equity compensation plans.

Number of securities
remaining available for
future issuance under

Number of securities Weighted-average equity compensation
to be issued upon exercise exercise price of plans (excluding
of outstanding options, outstanding options,  securities reflected in
Plan category warrants and rights warrants and rights column 1)
Equity compensation plans approved by
stockholders ........oovvireineennnenns 5,066,557 $14.71 3,657,370@
Equity compensation plans not approved by
stockholders .........coiiiiinn — — —
Total .« 5,066,557 $14.71 3,657,370

|

®  Includes options outstanding as of December 31, 2010, representing 5,594 shares with an average exercise
price of $28.77 per share, that were assumed in connection with business combinations.
® Includes 1,461,307 shares available under the 2009 Plan and 2,196,063 shares available under the ESPP.
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Item 13: Certain Relationships and Related Transactions, and Director Independence

The information required by this item is incorporated by reference from the information contained under the
caption “Certain Relationships and Related Transactions, and Director Independence” in our 2011 Proxy
Statement.

Item 14: Principal Accountant Fees and Services

The information required by this item is incorporated by reference from the information contained under the
caption “Principal Accountant Fees and Services” in our 2011 Proxy Statement.
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PART IV

Item 15: Exhibits and Financial Statement Schedules
(a) Documents Filed as Part of this Report

(1) Index to Financial Statements

The Financial Statements required by this item are submitted in Item 8 of this Annual Report on Form 10-K as

follows:
Page

Report of Independent Registered Public Accounting Firm . .............ooviiin 70
Consolidated Balance Sheets as of December 31, 2010 and 2009 .. ... 71
Consolidated Statements of Operations for the Years Ended December 31, 2010, 2009, and

D008 - o o ot e e e e 72
Consolidated Statements of Stockholders’ Equity for the Years Ended December 31, 2010,

2000, ANA 2008 -+« v\ et et e e e e s 73
Consolidated Statements of Cash Flows for the Years Ended December 31, 2010, 2009, and

100 T R 74
Notes to Consolidated Financial Statements ... ........oooveueerrrranenrrrmnrre s 75
(2) Financial Statement Schedule
Schedule II—Valuation and Qualifying ACCOUNES . .....hvevrnn e 134

(All other schedules are omitted because of the absence of conditions under which they are required or because
the necessary information is provided in the consolidated financial statements or notes thereto in Item 8 of this
Annual Report on Form 10-K.)

(3) Exhibits

Exhibit
No.

Description

2.1

22

23

24

2.5

2.6+

3.1
32
42

Agreement and Plan of Merger, dated as of August 30, 2000, by and among the Company, Vancouver
Acquisition Corp. and Splash Technology Holdings, Inc. (1)

Amendment No. 1, dated as of October 19, 2000, to the Agreement and Plan of Merger, dated as of
August 30, 2000, by and among the Company, Vancouver Acquisition Corp. and Splash Technology
Holdings, Inc. (2)

Agreement and Plan of Merger and Reorganization, dated as of July 14, 1999, among the Company,
Redwood Acquisition Corp. and Management Graphics, Inc. (3)

Agreement and Plan of Merger, dated as of February 26, 2003 by and among the Company, Strategic
Value Engineering, Inc. and Printcafe Software, Inc. (4)

Merger Agreement, dated as of April 14, 2005 by and among the Company, VUTEK, Inc. and EFI
Merger Sub, Inc. (5)

Amended and Restated Equity Purchase Agreement dated October 31, 2006 among the Company,
Electronics for Imaging, International, Jetrion, LLC and Flint Group North America Corporation (6)

Amended and Restated Certificate of Incorporation (7)
Amended and Restated By-Laws of Electronics For Imaging, Inc., (as amended August 12, 2009) (8)

Specimen Common Stock Certificate of the Company (9)
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Exhibit

No. Description

10.1+ Agreement dated December 6, 2000, by and between Adobe Systems Incorporated and the
Company (10)

10.2 Electronics For Imaging, Inc. 1999 Equity Incentive Plan as amended (11)

10.3 Amended and Restated 2000 Employee Stock Purchase Plan (12)

10.4 Splash Technology Holdings, Inc. 1996 Stock Optiqn Plan as amended to date (13)

10.5 Printcafe Software, Inc. 2000 Stock Incentive Plan (14)

10.6 Printcafe Software, Inc. 2002 Key Executive Stock Incentive Plan (14)

10.7 Printcafe Software, Inc. 2002 Employee Stock Incentive Plan (14)

10.8 T/R Systems, Inc. 1999 Stock Option Plan (15)

10.9 Electronics For Imaging, Inc. 2004 Equity Incentive Plan (16)

10.10 Electronics For Imaging, Inc. 2007 Equity Incentive Award Plan (17)

10.11 Electronics For Imaging, Inc. 2007 Equity Incentive Award Plan Stock Option Grant Notice and
Stock Option Agreement (18)

10.12 Electronics For Imaging, Inc. 2007 Equity Incentive Award Plan Restricted Stock Award Grant
Notice and Restricted Stock Award Agreement (18)

10.13 Electronics For Imaging, Inc. 2007 Equity Incentive Award Plan Restricted Stock Unit Award Grant
Notice and Restricted Stock Unit Award Agreement (18)

10.14 Electronics For Imaging, Inc. 2009 Equity Incentive Award Plan (19)

10.15 Electronics For Imaging, Inc. 2009 Equity Incentive Award Plan Stock Option Grant Notice and
Stock Option Agreement (20)

10.16 Electronics For Imaging, Inc. 2009 Equity Incentive Award Plan Restricted Stock Unit Award Grant
Notice and Restricted Stock Unit Award Grant Agreement (20)

10.17 Electronics For Imaging, Inc. 2009 Equity Incentive Award Plan Restricted Stock Award Grant
Notice and Restricted Stock Award Grant Agreement (20)

10.18 Form of Indemnification Agreement (9)

10.19 Form of Indemnity Agreement 2n

10.20 Lease Financing of Properties. Located in Foster City, California, dated as of July 16, 2004, among
the Company, Société Générale Financial Corporation and Soci€té Générale (22)

1021+ OEM Distribution and License Agreement dated September 19, 2005 by and among Adobe Systems
Incorporated, Adobe Systems Software Ireland Limited and the Company, as amended by
Amendment No. 1 dated as of October 1, 2005 (23)

10.22+ Amendment No. 2 to OEM Distribution and License Agreement by and among Adobe Systems
Incorporated, Adobe Systems Software Ireland Limited and the Company, effective as of
October 1, 2005 (24)

10.23 Employment Agreement effective August 1, 2006, by and between Guy Gecht and the
Company (25)

10.24 Employment Agreement effective August 1, 2006, by and between Fred Rosenzweig and the
Company (25) _

10.25 Employment Agreement effective August 1, 2006, by and between John Ritchie and the
Company (25)

10.26+ Amendment No. 4 to OEM Distribution and License Agreement by and among Adobe Systems

Incorporated, Adobe Systems Software Ireland Limited and the Company, effective as of January 1,
2006 (26)
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Exhibit

No. Description

10.27 Amendment of Stock Option Agreement and Stock Option Repayment Agreement, dated as of
August 29, 2008, by and between the Company and Guy Gecht (27)

10.28 Amendment of Stock Option Agreement and Stock Option Repayment Agreement, dated as of
August 29, 2008, by and between the Company and Fred S. Rosenzweig (27)

10.29 Amendment of Stock Option Agreement and Stock Option Repayment Agreement dated as of
August 29, 2008, by and between the Company and John Ritchie (27)

10.30 Amendment of Stock Option Agreement and Stock Option Repayment Agreement, dated as of
August 29, 2008, by and between the Company and Dan Maydan (27)

10.31 Amendment of Stock Option Agreement, dated as of August 29, 2008, by and between the Company
and Gill Cogan (27) '

10.32 Purchase and Sale Agreement and Joint Escrow Instructions dated as of October 23, 2008 by and

between the Company and Gilead Sciences, Inc., as amended (28)

10.33+ Master Confirmation dated February 18, 2009 between the Company and UBS, AG, London

Branch (29)

10.34+ Supplemental Confirmation dated February 18, 2009.between the Company and UBS, AG, London
Branch (29) B _

10.35 Offer Letter to Vincent Pilette, dated December 29, 2010 (30) ‘

10.36 Executive Employment Agreement to Vincent Pilette, dated December 29, 2010 (30)

10.37 EFI 2011 Executive Team Performance Bonus Program (31

12.1 Computation of Ratios of Earnings to Fixed Charges

21 List of Subsidiaries

231 Consent of Independent Registered Public Accounting Firm

24.1 Power of Attorney (see signature page of this Annual Report on Form 10-K)

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

312 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Chief Executive Officer Certification pursuant to 18 U.S.C. Section 1350 as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 and Chief Financial Officer Certification pursuant to
18 U.S.C. Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

+  The Company has received confidential treatment with respect to portions of these documents

O
@
3
@)
&)
©)
)
®)

Filed as exhibit (d) (1) to the Company’s Schedule TO-T on September 14, 2000 and incorporated herein by
reference. ' _

Filed as exhibit (d) (5) to the Company’s Schedule TO/A No. 3 on October 20, 2000 and incorporated
herein by reference. ' . '

Filed as an exhibit to the Company’s Report of Unscheduled Events on Form 8-K on September 8, 1999
(File No. 000-18805) and incorporated herein by reference. '

Filed as exhibit 10 to Amendment No. 2 to the Schedule 13D filed on February 26, 2003 and incorporated
herein by reference.

Filed as an exhibit to the Company’s Current Report on Form 8-K filed on April 18, 2005 (File No. 000-
18805) and incorporated herein by reference. '

Filed as an exhibit to the Company’s Current Report on Form 8-K filed on November 3, 2006 (File

No. 000-18805) and incorporated herein by reference. ‘

Filed as an exhibit to the Company’s Registration Statement on Form S-1 (File No. 33-57382) and
incorporated herein by reference. : . ' '

Filed as an exhibit to the Company’s Current Report on Form 8-K filed on August 17, 2009 and
incorporated herein by reference.
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Filed as an exhibit to the Company’s Registration Statement on Form.S-1 (No. 33-50966) and incorporated
herein by reference.

(10) Filed as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000
(File No. 000-18805) and incorporated herein by reference.

(11) Filed as an exhibit to the Company’s Registration Statement on Form S-8 on June 24,2003 and
incorporated herein by reference.

(12) . Filed as Appendix A to the Company’s Proxy Statement filed on May 21, 2009 (File No. 000-18805) and
incorporated herein by reference. i

(13) Filed as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2004 (File No. 000-18805) and incorporated herein by reference.

(14) Filed as an exhibit to Printcafe Software, Inc.’s Registration Statement on Form S-1 (File No. 333-82646)
and incorporated herein by reference.

(15)  Filed as an exhibit to T/R Systems, Inc.’s Registration Statement on Form S-1 (File No. 333-82646) and
incorporated herein by reference. g

(16) Filed as an exhibit to the Company’s Registration Statement on Form S-8 on June 16, 2004 and
incorporated herein by reference.

(17)  Filed as Appendix B to the Company’s Proxy Statement filed on November 14, 2007 (File No. 000-18805)
and incorporated herein by reference. ' :

(18) Filed as an exhibit to the Company’s Registration Statement on Form S-8 on December 20, 2007 and
incorporated herein by reference.

(19) Filed as Appendix B to the Company’s Proxy Statement filed on May 21, 2009 (File No. 000-18805) and
incorporated herein by reference.

(20) Filed as an exhibit to the Company’s Current Report on Form 8-K filed on August 17, 2009 (File
No. 000-18805) and incorporated herein by reference.

(21) Filed as an exhibit to the Company’s Current Report on Form 8-K filed on February 15, 2008 (File
No. 000-18805) and incorporated herein by reference.

(22) Filed as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2004
(File No. 000-18805) and incorporated herein by reference.

(23) Filed as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2005
(File No. 000-18805) and incorporated herein by reference.

(24) Filed as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2006 (File No. 18805) and incorporated herein by reference.

(25) Filed as an exhibit to the Company’s Current Report on Form 8-K filed on August 7, 2006 (File No. 000-
18805) and incorporated herein by reference.

(26) Filed as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2006
(File No. 18805) and incorporated herein by reference.

(27) Filed as an exhibit to the Company’s Current Report on Form 8-K filed on September 5, 2008
(File No. 000-18805) and incorporated herein by reference.

(28) Filed as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2008
(File No. 000-18805) and incorporated herein by reference.

(29) Filed as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2009 (File No. 18805) and incorporated herein by reference.

(30) Filed as an exhibit to the Company’s Current Report on Form 8-K filed on J anuary 4, 2011 (File
No. 000-18805) and incorporated herein by reference.

(31) Filed as an exhibit to the Company’s Current Report on Form 8-K filed on February 11, 2011 (File
No. 000-18805) and incorporated herein by reference.

(b) List of Exhibits

See Item 15 (a).

(¢) Consolidated Financial Statement Schedule II for the years ended December 31, 2010, 2009, and 2008.
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ELECTRONICS FOR IMAGING;, INC.

Schedule 1I
Valuation and Qualifying Accounts (in thousands) -
Charged to Charged :
Balance at revenue to/(from) Balance at
beginning and other end of
Description : of period expenses accounts Deductions period
Year Ended December 31, 2010
Allowance for doubtful accounts and sales-related
ALLOWANICES '+ v v ee v e vevien e e ... $13,050  $2,525 $ 1631 $(2,571) $13,167
Year Ended December-31, 2009 B
Allowance for doubtful accounts and sales-related : .
ALLOWANCES + v v oo e evvneineesaeeeioneasseins $ 8452 $7,703 $ — $(3,105) $13,050
Year Ended December 31, 2008
Allowance for doubtful accounts and sales-related . v
AlIOWANICES . v v o vvvee s enaem e n s $ 8,153 $5,420 $ 88® $(5,209) $ 8,452

(‘1) Adjustment due to acquired bad debt allowance: Radius
@  Adjustment due to acquired bad debt allowance: Pace . .
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SIGNATURES

Pursuant to the requirements of Sections 13 or 16(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ELECTRONICS FOR IMAGING, INC.

March 9, 2011 By: /s/ _Guy GECHT
Guy Gecht,
Chief Executive Officer
POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENT, that each person whose signature appears below constitutes and
appoints Guy Gecht and Vincent Pilette Jointly and severally, his attorneys-in-fact, each with the power of
substitution, for him in any and all capacities, to sign any amendments to the Form 10-K Annual Report and to
file the same, with exhibits thereto and other documents in connection therewith, with the Securities and
Exchange Commission, hereby ratifying and confirming all that each of said attorneys-in-fact, or his substitute or
substitutes, may do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/  Guy GECHT Chief Executive Officer, Director March 9, 2011
Guy Gecht (Principal Executive Officer)
/s/ FRED ROSENZWEIG President, Director March 9, 2011

Fred Rosenzweig

/s/ VINCENT PILETTE Chief Financial Officer (Principal March 9, 2011
Vincent Pilette Financial and Accounting Officer)
/s/ THOMAS GEORGENS Director March 9, 2011

Thomas Georgens

/s/  GILL COGAN Director March 9, 2011
Gill Cogan
/s/  DAN MAYDAN Director March 9, 2011
Dan Maydan
/s/ RICHARD A. KASHNOW Director March 9, 2011

Richard A. Kashnov
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CORPORATE DIRECTORY

Stockholder Information
Independent Accounting Firm
PricewaterhouseCoopers LLP
San Jose, California

Listing

Electronics For Imaging, Inc. is listed
on the NASDAQ Stock Market LLC
The trading symbol is EFII

Transfer Agent & Registrar

American Stock Transfer & Trust Company, LLC
6201 15th Avenue, 2nd Floor

Brooklyn, New York 11219

Telephone: (800) 937-5449

Annual Meeting
The annual meeting of Stockholders will
be held on May 18, 2011

Corporate & Investor Information
Please direct inquiries to:

Investor Relations

EFI

303 Velocity Way

Foster City, California 94404
Telephone: (650) 357-3828

Facsimile: (650) 357-3907

Web site: www.efi.com

Corporate Officers

Guy Gecht
Chief Executive Officer

Fred Rosenzweig
President

Vincent Pilette
Chief Financial Officer

Board of Directors

Gill Cogan 12

Chairman of the Board of the Company
Founding Partner,

Opus Capital Ventures LLC

Guy Gecht
Chief Executive Officer of the Company

Eric Brown 3
Executive Vice President
Chief Financial Officer, Electronic Arts, Inc.

Thomas Georgens 3
President and Chief Executive Officer,
NetApp, inc.

Richard A. Kashnow 23)
Consultant, Self-Employed

Dan Maydan (12
Member, Board of Trustees,
Palo Alto Medical Foundation

Fred Rosenzweig
President of the Company

(1) Member of the Compensation Committee
{2) Member of the Nominating and Governance Committee
(3) Member of the Audit Committee
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