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Except as the context otherwise requires, the terms “TiVo,” “Registrant,” “Company,
references to TiVo Inc. and its consolidated subsidiaries.

LN

we,” “us,” or “our” as used herein are
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This quarterly report on Form 10-Q contains certain forward-looking statements within the meaning of section 27A of
the Securities Act of 1933, as amended, and section 21E of the Securities Exchange Act of 1934, as amended. These
statements relate to, among other things:

our financial results, expectations of future revenues and profitability;

our intention and ability to protect our intellectual property, the cost of prosecuting or defending our intellectual
property through litigation, the outcome of related litigations and the strength and future value of our intellectual
property;

our future investments in subscription acquisition activities, offers of bundled hardware and service subscriptions,
future advertising expenditures, future use of consumer rebates, hardware cost and associated subsidies, and other
marketing activities and consumer offers, including our current subsidized hardware pricing and related subscription
pricing and their impact on our hardware revenues, service revenues, total acquisition costs as well as sales and
marketing, subscription acquisition costs, and average revenue per subscription ("ARPU");

our estimates of the useful life of TiVo-enabled digital video recorders ("DVRs") in connection with the recognition
of revenue received from product lifetime subscriptions and the expected future increase in the number of
fully-amortized TiVo-Owned product lifetime subscriptions;

our expectations regarding the seasonality of our business and subscription additions to the TiVo service;

our expectations regarding any future growth in subscriptions to the TiVo Service, including future increases in
TiVo's MSO subscription base and the possibility of future decreases in the TiVo-Owned subscription base;

our intentions to continue to grow the number of TiVo-Owned subscriptions through our relationships with major
retailers and our expectations with respect to future gross additions in our TiVo-Owned subscriptions as well as
multiple system operators and broadcasters' ("MSOs") subscriptions;

our expectations related to future advertising and audience research measurement revenues;

our expectations related to changes in the cost of our hardware revenues and the reasons for changes in the volume of
DVRs sold to retailers;

our future earnings including expected future service revenues from future TiVo-Owned subscriptions and future
service and technology revenues from MSOs;

our expectations of the growth in the future advanced television services market for our software and technology for
both our hardware and in-home and outside-of-the-home cloud-based solutions, which will be impacted by
alternatives to and competitors with our products, such as cable Video On Demand ("VOD"), streaming VOD from
the internet, and network DVRs;

our expectations regarding installation and operational issues surrounding cable-operator provided CableCARDs and
switched digital devices essential for TiVo consumer devices in cable homes;

our expectations that in the future we may also offer services for additional non-DVR products that would incorporate
the TiVo user interface and non-DVR software;

our expectations of the growth of the TiVo service and technology outside the United States;

our expectations with respect to the timing of future development and deployment, including future
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subscription growth or attrition and future technology and service revenues, with our distribution partners such as
Virgin Media Limited (U.K.), Suddenlink (U.S.), Charter Communications (U.S.), Cableuropa S.A.U. (“ONO”) (Spain),
Comcast (U.S.), Cox (U.S.), RCN (U.S.), Grande Communications (U.S.), DIRECTV (U.S.), and Cablevision
(Mexico);

our expectations regarding the future amount of our research and development spending and associated ability to
remain competitive and a technology innovator in advanced television solutions beyond the DVR;

our expectations regarding future increases in the amount of deferred expenses in costs of technology revenues related
to development work for our television distribution partners;

our expectations regarding future increases in our operating expenses, including increases in general and
administrative expenses, litigation expenses, sales and marketing and subscription acquisition costs, and future
increases in hardware costs related to supply shortages in the hard disk drive component market;

our expectations regarding our ability to oversee outsourcing of our manufacturing processes and engineering work;
our expectations with respect to the usability of our current finished goods inventory of DVRs and non-DVR products
and the risks that hardware forecasts of our MSO customers may be reduced after we have committed manufacturing
resources due to long-lead times which if such inventories exceed forecasted demand would require us to record
additional write-downs;

our expectations regarding our ability to fund operations, capital expenditures, and working capital needs during the
next year;

our expectations regarding our ability to raise additional capital through the financial markets in the future;

our expectations regarding our ability to perform or comply with laws, regulations, and requirements different than
those in the United States; and

our expectations regarding our estimates and expectations related to long-term investments and their associated
carrying value.

Forward-looking statements generally can be identified by the use of forward-looking terminology such as “believe,”
“expect,” “may,” “will,” “intend,” “estimate,” “continue,” “ongoing,” “predict,” “potential,” and “anticipate” or similar expres:
negative of those terms or expressions. These statements involve known and unknown risks, uncertainties and other
factors, which may cause our actual results, performance or achievements to differ materially from those expressed or
implied by such forward-looking statements. Such factors include, among others, the information contained under the
caption Part I, Item 1A. “Risk Factors” in our most recent annual report on Form 10-K . The reader is cautioned not to
place undue reliance on these forward-looking statements, which reflect management's analysis only as of the date of
this quarterly report and we undertake no obligation to publicly update or revise any forward-looking statements in

this quarterly report. The reader is strongly urged to read the information set forth under the caption Part I, Item 2
“Management's Discussion and Analysis of Financial Condition and Results of Operations,” and Part II, Item 1A, “Risk
Factors” for a more detailed description of these significant risks and uncertainties.

29 ¢ 9 ¢ EEINT3
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

TIVO INC.

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

(unaudited)
April 30, 2012

ASSETS
CURRENT ASSETS
Cash and cash equivalents $125,607
Short-term investments 441,703
Accounts receivable, net of allowance for doubtful accounts of $357 and $370, 25.474
respectively ’
Inventories 28,344
Deferred cost of technology revenues, current 4,700
Prepaid expenses and other, current 14,138
Total current assets 639,966
LONG-TERM ASSETS
Property and equipment, net of accumulated depreciation of $48,575 and

. 9,703
$47,170, respectively
Purchased technology, capitalized software, and intangible assets, net of 3.094
accumulated amortization of $18,480 and $17,797, respectively ’
Deferred cost of technology revenues, long-term 24,244
Prepaid expenses and other, long-term 3,280
Total long-term assets 41,221
Total assets $681,187
LIABILITIES AND STOCKHOLDERS’ EQUITY
LIABILITIES
CURRENT LIABILITIES
Accounts payable $24,924
Accrued liabilities 41,371
Deferred revenue, current 75,919
Total current liabilities 142,214
LONG-TERM LIABILITIES
Deferred revenue, long-term 70,078
Convertible senior notes 172,500
Deferred rent and other long-term liabilities 652
Total long-term liabilities 243,230
Total liabilities 385,444

COMMITMENTS AND CONTINGENCIES (see Note 6)

STOCKHOLDERS’ EQUITY

Preferred stock, par value $0.001: Authorized shares are 10,000,000; Issued and
outstanding shares - none o
Common stock, par value $0.001: Authorized shares are 275,000,000; Issued

shares are 126,726,716 and 123,073,486, respectively, and outstanding shares 127

are 124,688,748 and 121,616,908, respectively

Treasury stock, at cost - 2,037,968 shares and 1,456,578 shares, respectively (20,737
Additional paid-in capital 1,014,018

January 31, 2012

$169,555
449,244

24,665

18,925
4,400
12,106
678,895

9,191

4,677

23,546
3,501
40,915
$719,810

$32,102
45,341
74,986
152,429

81,336
172,500
518
254,354
406,783

123

) (13,788
1,003,696

)



Edgar Filing: TIVO INC - Form 10-Q

Accumulated deficit (697,838 ) (677,064
Accumulated other comprehensive income 173 60

Total stockholders’ equity 295,743 313,027
Total liabilities and stockholders’ equity $681,187 $719,810

The accompanying notes are an integral part of these condensed consolidated financial statements.
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TIVO INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share and share amounts)

(unaudited)

Revenues

Service revenues

Technology revenues

Hardware revenues

Net revenues

Cost of revenues

Cost of service revenues

Cost of technology revenues

Cost of hardware revenues

Total cost of revenues

Gross margin

Research and development

Sales and marketing

Sales and marketing, subscription acquisition costs
General and administrative
Litigation Proceeds

Total operating expenses

Income (loss) from operations
Interest income

Interest expense and other income (expense)
Income (loss) before income taxes
Provision for income taxes

Net income (loss)

Net income (loss) per common share
Basic
Diluted

Income (loss) for purposes of computing net income (loss) per share:
Basic
Diluted

Weighted average common and common equivalent shares:
Basic
Diluted

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Three Months Ended April 30,

2012

$30,621
23,887
13,261
67,769

8,379
6,286
18,471
33,136
34,633
30,560
6,224
1,257
16,166
54,207
(19,574
908
(1,982
(20,648
(126
$(20,774

$(0.17
$(0.17

(20,774
(20,774

118,946,297
118,946,297

2011

$33,334
5,503
6,915
45,752

8,800

7,020

8,853

24,673

21,079

27,228

6,337

1,233

22,452

(175,716 )

(118,466 )
) 139,545

3,163
) (2,624 )
) 140,084
) (1,059 )
)$139,025

)$1.21
)$1.04

) 139,025
) 140,058

115,245,411
134,609,476
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TIVO INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In thousands)

(unaudited)
Three Months Ended April 30,
2012 2011

Net income (loss) $(20,774 )$139,025

Other comprehensive income:
Available-for-sale securities:

Unrealized gain (loss) on marketable securities 113 4
Reclassification adjustment for gains on available-for-sale securities realized

during the period o 310
Subtotal available-for-sale securities $113 $506
Total comprehensive income (loss) $(20,661 )$139,531

The accompanying notes are an integral part of these condensed consolidated financial statements.
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TIVO INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Three Months Ended April 30,

(unaudited)

2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) $(20,774
Adjustments to reconcile net income (loss) to net cash used in operating activities:
Depreciation and amortization of property and equipment and intangibles 2,088
Stock-based compensation expense 7,449
Amortization of discounts and premiums on investments 1,582
Non-cash loss on over allotment option and non-cash interest expense 240
Allowance for doubtful accounts 29
Changes in assets and liabilities:
Accounts receivable (838
Inventories (9,419
Deferred cost of technology revenues (862
Prepaid expenses and other (1,835
Accounts payable (7,503
Accrued liabilities (3,970
Deferred revenue (10,325
Deferred rent and other long-term liabilities 134
Net cash used in operating activities $(44,004
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of short-term investments (117,066
Sales or maturities of long-term and short-term investments 122,922
Acquisition of property and equipment (1,592
Acquisition of capitalized software and intangibles —
Net cash provided by (used in) investing activities $4,264

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of convertible senior notes, net of issuance costs of $6,391 —
Proceeds from issuance of common stock related to exercise of common stock options 2,741

Treasury stock - repurchase of stock for tax withholding (6,949
Net cash provided by (used in) financing activities $(4,208
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS $(43,948
CASH AND CASH EQUIVALENTS:

Balance at beginning of period 169,555
Balance at end of period $125,607

The accompanying notes are an integral part of these condensed consolidated financial statements.
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2011
)$139,025

2,234
7,657
128
1,712
291

) (176,074
) (3,435

) (3,277

) (471

) 10,057
)412

) (2,140

38
) $(23,843

) (120,165
72,001

) (1,939
(281
$(50,384

166,109
2,061
) (3,185
)$164,985
)$90,758

71,221
$161,979

~— N N
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TIVO INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. NATURE OF OPERATIONS

TiVo Inc. (together with its subsidiaries the "Company” or “TiVo”) was incorporated in August 1997 as a Delaware
corporation and is located in Alviso, California. The unaudited interim condensed consolidated financial statements
include the accounts of the Company and its wholly owned subsidiaries. All inter-company accounts and transactions
have been eliminated in consolidation. The Company conducts its operations through one reportable segment.

The Company is subject to a number of risks, including delays in product and service developments; competitive
product and service offerings; lack of market acceptance; uncertainty of future profitability; the dependence on
third-parties for manufacturing, marketing, and sales support, as well as third-party rollout schedules, and software
development issues for third-party products which contain its technology; intellectual property claims by and against
the Company; access to television programming including digital cable signals in connection with CableCARD and
switched digital technologies; dependence on its relationships with third-party service providers such as Charter,
DIRECTYV, Grande Communications, ONO, RCN, Suddenlink, and Virgin Media, among others, for subscription
growth; and the Company’s ability to sustain and grow both its TiVo-Owned and MSO subscription base. The
Company anticipates that its retail business will continue to be seasonal and expects to generate a significant portion
of its new subscriptions during and immediately after the holiday shopping season. As a result of the continued
national and global economic downturn and overall consumer spending decline, the Company is cautious about its
ability to grow or maintain its TiVo-Owned subscription base in the near term.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance
with generally accepted accounting principles (“GAAP”) for interim financial information, the instructions

to Form 10-Q and Article 10 of Regulation S-X. Accordingly, the unaudited interim condensed consolidated financial
statements do not contain all of the information and footnotes required by generally accepted accounting principles for
complete audited annual financial statements. In the opinion of management, the accompanying unaudited condensed
consolidated financial statements include all adjustments necessary for the fair presentation of the Company’s financial
position as of April 30, 2012 and January 31, 2012 and the results of operations and the statement of other
comprehensive income for the three month periods ended April 30, 2012 and 2011 and condensed consolidated
statements of cash flows for the three month periods ended April 30, 2012 and 2011 consisting of normal recurring
adjustments. These unaudited condensed consolidated financial statements should be read in conjunction with the
Company’s audited consolidated financial statements, including the notes thereto, included in the Company’s annual
report on Form 10-K for the fiscal year ended January 31, 2012. Operating results for the three month period ended
April 30, 2012 are not necessarily indicative of results that may be expected for this fiscal year ending January 31,
2013.

3. CASH AND INVESTMENTS
Cash, cash equivalents, and short-term investments, consisted of the following:

9
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Cash and cash equivalents:

Cash

Cash equivalents:

Commercial papers

Certificate of deposit

Money market funds

Total cash and cash equivalents
Marketable securities:

Certificates of deposit

Commercial papers

Corporate debt securities

US agency securities

US Treasury securities

Variable-rate demand notes

Asset and mortgage-backed securities
Municipal bonds

Current marketable debt securities
Total cash, cash equivalents, and marketable securities
Marketable Securities

As of
April 30,2012
(in thousands)

$6,425

59,516
5,000
54,666
125,607

40,114
83,080
206,894
22,250
50,275
470
21,427
17,193
441,703
$567,310

January 31, 2012

$7,016

106,024
5,000
51,515
169,555

52,568
81,272
206,910
27,332
50,421
470
13,087
17,184
449,244
$618,799

The Company’s investment securities portfolio consists of various debt instruments, including corporate and

government bonds, asset and mortgage-backed securities, government securities, and municipal bonds, all of which

are classified as available-for-sale.
Contractual Maturity Date

The following table summarizes the estimated fair value of the Company’s debt investments, designated as

available-for-sale classified by the contractual maturity date of the security:

April 30, 2012
(in thousands)

Due within 1 year $51,989
Due within 1 year through 5 years 389,244
Due within 5 years through 10 years —

Due after 10 years 470
Total $441,703

Unrealized Gains (Losses) on Marketable Investment Securities

The following table summarizes unrealized gains and losses related to the Company’s investments in marketable

securities designated as available-for-sale:

10

January 31, 2012

$402,164
46,610

$449,244
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As of April 30, 2012
Gross Gross

Adjusted Unrealized Unrealized Fair
Cost . Value
Gains Losses

(in thousands)
Certificates of deposit $40,126 $3 $(15 )$40,114
Commercial papers 83,062 21 A3 ) 83,080
Corporate debt securities 206,785 137 (28 )206,894
US agency securities 22,251 — (1 )22,250
US Treasury securities 50,247 28 — 50,275
Variable-rate demand notes 470 — — 470
Asset and mortgage-backed securities 21,410 17 — 21,427
Municipal bonds 17,185 11 A3 )17,193
Total $441,536  $217 $(50 )$441,703

As of January 31, 2012

) Gross Gross .
Adjusted . . Fair
Cost Un.reahzed Unrealized Value
Gains Losses

(in thousands)
Certificates of deposit $52,625 $— $(57 )$52,568
Commercial papers 81,298 13 (39 )81,272
Corporate debt securities 206,849 159 (98 )206,910
US agency securities 27,330 3 (1 )27,332
US Treasury securities 50,360 61 — 50,421
Variable-rate demand notes 470 — — 470
Asset-backed securities 13,071 16 — 13,087
Municipal bonds 17,186 9 (11 )17,184
Total $449,189  $261 $(206 )$449,244

None of these investments were in a loss position for greater than twelve months.

4. FAIR VALUE

Inputs to valuation techniques are observable or unobservable. Observable inputs reflect market data obtained from
independent sources, while unobservable inputs reflect TiVo's market assumptions. These two types of inputs have
created the following fair-value hierarchy:

Level 1 - Quoted prices for identical instruments in active markets;

Level 2 - Quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model-derived valuations in which all significant inputs and
significant value drivers are observable in active markets; and

Level 3 - Valuations derived from valuation techniques in which one or more significant inputs or significant
value drivers are unobservable.
This hierarchy requires TiVo to minimize the use of unobservable inputs and to use observable market data, if
available, when determining fair value. TiVo recognizes transfers between levels of the hierarchy based on the fair
values of the respective financial instruments at the end of the reporting period in which the transfer occurred. There
were no transfers between levels of the fair value hierarchy during the three months ended April 30, 2012.
The carrying value of TiVo's cash and cash equivalents approximates their fair value and is based on level 1

12
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inputs. The carrying value of TiVo's receivables, accounts payable, and accrued liabilities approximates their fair
value due to the short-term nature of these instruments. The fair values of TiVo's Convertible Debt are influenced by
interest rates, TiVo's stock price and stock price volatility and are determined by level 2 inputs, including prices for
the Convertible Debt observed in market trading.

On a quarterly basis, TiVo measures at fair value certain financial assets and liabilities. The fair value of financial
assets and liabilities was determined using the following levels of inputs as of April 30, 2012 and January 31, 2012:

12
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Assets:
Cash equivalents:
Commercial papers
Certificate of deposit
Money market funds
Short-term investments:
Certificates of deposit
Commercial papers
Corporate debt securities
US agency securities
US Treasury securities
Variable-rate demand notes
Asset and mortgage-backed securities
Municipal bonds

Total

Assets:
Cash equivalents:
Commercial papers
Certificate of deposit
Money market funds
Short-term investments:
Certificates of deposit
Commercial papers
Corporate debt securities
US agency securities
US Treasury securities
Variable-rate demand notes
Asset and mortgage-backed securities
Municipal bonds

Total

Level 1 Measurements

Edgar Filing: TIVO INC - Form 10-Q

As of April 30, 2012

Total

(in thousands)

$59,516
5,000
54,666

40,114
83,080
206,894
22,250
50,275
470
21,427
17,193
$560,885

Quoted Prices
in Active
Markets for
Identical Assets
(Level 1)

$—
5,000
54,666

40,114

50,275

$150,055

As of January 31, 2012

Total

(in thousands)

$106,024
5,000
51,515

52,568
81,272
206,910
27,332
50,421
470
13,087
17,184
$611,783

Quoted Prices
in Active
Markets for
Identical Assets
(Level 1)

$—
5,000
51,515

52,568

$159,504

Significant
Other
Observable
Inputs
(Level 2)

$59,516

83,080
206,894
22,250
470
21,427
17,193
$410,830

Significant
Other
Observable
Inputs
(Level 2)

$106,024

81,272
206,910
27,332
470
13,087
17,184
$452,279

Significant

Unobservable

Inputs
(Level 3)

Significant

Unobservable

Inputs
(Level 3)

TiVo's cash equivalents held in money market funds, TiVo's available-for-sale securities and the trading
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securities are measured at fair value using level 1 inputs.

Level 2 Measurements

The Company uses inputs such as broker/dealer quotes, and other similar data, which are obtained from quoted market
prices, independent pricing vendors, or other sources, to determine the ultimate fair value of these assets and
liabilities. The Company uses such pricing data as the primary input to make its assessments and determinations as to
the ultimate valuation of its investment portfolio and has not made, during the periods presented, any material
adjustments to such inputs. The Company is ultimately responsible for the financial statements and underlying
estimates.

Level 3 Measurements

As of April 30, 2012, TiVo had no Level three instruments.

The Company did not have any transfers between Level 1, Level 2, and Level 3 fair value measurements during the
periods presented as there were no changes in the composition of Level 1, 2 or 3 securities.

Cash equivalents and available-for-sale marketable securities (including auction rate securities and asset and
mortgage-backed securities) are reported at their fair value. Additionally, carrying amounts of certain of the
Company’s financial instruments including accounts receivable, accounts payable, and accrued expenses approximate
their fair value because of their short maturities.

We have financial liabilities for which we are obligated to repay the carrying value, unless the holder agrees to a lesser
amount. The carrying value of these financial liabilities at April 30, 2012 and January 31, 2012 was $172.5 million
and the fair value was $210.0 million and $207.3 million, based on the bond's quoted market price as of April 30,
2012 and January 31, 2012, respectively. These bonds are considered Level 2 instruments.

5. INVENTORY

Inventory was as follows:

April 30, 2012 January 31, 2012
(in thousands)

Raw Material $9,233 $4.,660

Finished Goods 19,111 14,265

Total Inventory $28,344 $18,925

6. COMMITMENTS AND CONTINGENCIES

Product Warranties

The Company’s standard manufacturer's warranty period to consumers for TiVo-enabled DVRs is 90 days for parts
and labor from the date of consumer purchase, and from 91-365 days for parts only, also known as the Limited
Warranty. Within the limited warranty period, consumers are offered a no-charge exchange for TiVo-enabled DVRs
returned due to product defect, within 90 days from the date of consumer purchase. Thereafter, consumers may
exchange a TiVo-enabled DVR with a product defect for a charge. As of April 30, 2012 and January 31, 2012, the
accrued warranty reserve was $180,000 and $194,000, respectively. The Company’s accrued warranty reserve is
included in accrued liabilities in the accompanying condensed consolidated balance sheets.

The Company also offers customers separately priced optional 2-year and 3-year extended warranties. The Company
defers and amortizes cost and revenue associated with the sales of the extended warranties over the warranty period or
until a warranty is redeemed. As of April 30, 2012, the extended warranty deferred revenue and cost was $898,000
and $276,000, respectively. As of January 31, 2012, the extended warranty deferred revenue and cost was $913,000
and $280,000, respectively.

Indemnification Arrangements

The Company undertakes indemnification obligations in its ordinary course of business. For instance, the Company
has undertaken to indemnify its underwriters and certain investors in connection with the issuance and sale of its
securities. The Company has also undertaken to indemnify certain customers and business partners for, among other
things, the licensing of its products, the sale of its DVRs, and the provision of engineering and consulting services.
Pursuant to these agreements, the Company may indemnify the other party for certain losses suffered or incurred by
the indemnified party in connection with various types of claims, which may include, without limitation, intellectual
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property infringement, advertising and consumer disclosure laws, certain tax liabilities, negligence and intentional acts
in the performance of services and violations of laws, including certain violations of securities laws with respect to
underwriters and investors. The term of these indemnification obligations is generally perpetual. The Company’s
obligation to provide indemnification would arise in the event that a third-party filed a claim against one of the parties
that was covered by the Company’s indemnification obligation. As an example, if a third-party sued a customer for
intellectual property infringement and the Company agreed to indemnify that customer against such claims, its
obligation would be triggered.

The Company is unable to estimate with any reasonable accuracy the liability that may be incurred pursuant to its
indemnification obligations, if any. A few of the variables affecting any such assessment include but are not limited
to: the nature of the claim asserted; the relative merits of the claim; the financial ability of the party suing the
indemnified party to engage in protracted litigation; the number of parties seeking indemnification; the nature and
amount of damages claimed by the party suing the indemnified party; and the willingness of such party to engage in
settlement negotiations. Due to the nature of the Company’s potential indemnity liability, its indemnification
obligations could range from immaterial to having a material adverse impact on its financial position and its ability to
continue operation in the ordinary course of business.

Under certain circumstances, the Company may have recourse through its insurance policies that would enable it to
recover from its insurance company some or all amounts paid pursuant to its indemnification obligations. The
Company does not have any assets held either as collateral or by third parties that, upon the occurrence of an event
requiring it to indemnify a customer, the Company could obtain and liquidate to recover all or a portion of the
amounts paid pursuant to its indemnification obligations.

Legal Matters

Intellectual Property Litigation.

On August 26, 2009, TiVo filed a complaint against Verizon Communications, Inc. in the United States District Court
for the Eastern District of Texas for infringement of the following three TiVo patents: U.S. Patent Nos. 6,233,389 B1
("Multimedia Time Warping System"); 7,529,465 B2 ("System for Time Shifting Multimedia Content Streams"); and
7,493,015 B1 ("Automatic Playback Overshoot Correction System"). The complaint seeks, among other things,
damages for past infringement and a permanent injunction, similar to that issued by the United States District Court,
Eastern District of Texas against EchoStar. On February 24, 2010, Verizon answered TiVo's August 26, 2009
complaint and Verizon asserted counterclaims. The counterclaims seek declaratory judgment of non-infringement and
invalidity of the patents TiVo asserted against Verizon in the August 26th complaint. Additionally, Verizon alleged
infringement of U.S. Patent Nos.: 5,410,344 (" Apparatus and Method of Selecting Video Programs Based on Viewers'
Preferences"); 5,635,979 ("Dynamically Programmable Digital Entertainment Terminal Using Downloaded Software
to Control Broadband Data Operations"); 5,973,684 ("Digital Entertainment Terminal Providing Dynamic Execution
in Video Dial Tone Networks"); 7,561,214 ("Two-dimensional Navigation of Multiplexed Channels in a Digital Video
Distribution System"); and 6,367,078 ("Electronic Program-Guide System with Sideways-Surfing Capability"). On
March 15, 2010, Verizon filed an amended answer further alleging infringement of U.S. Patent No. 6,381,748
("Apparatus And Methods For Network Access Using A Set Top Box And Television"). Verizon seeks, among other
things, damages and a permanent injunction. On September 17, 2010, the court issued an order denying Verizon's
motion to transfer. On May 18, 2011, the Court entered the parties' stipulation dismissing with prejudice all of
Verizon's claims concerning U.S. Patent No. 7,561,214. On November 10, 2011 the Court issued an order staying
TiVo's lawsuit against Verizon due to the Court's schedule. On January 26, 2012, the Court issued an order lifting the
stay. On February 23, 2012, the Court held a status conference. The Court issued its claim construction order on
March 12, 2012. On March 13, 2012, the Court issued a schedule with the final pre-trial conference set for October 1,
2012. On April 24, 2012, the Court dismissed without prejudice all of Verizon's claims concerning U.S. Patent No.
6,381,748 because the asserted claims of the patent had been found invalid by another court. The court did not
preclude Verizon from re-filing its asserted claims subsequent to resolution of the appeal if the court's finding of
invalidity is reversed. On May 16, 2012, the Court entered the parties' stipulation dismissing with prejudice all of
Verizon's claims of U.S. Patent Nos. 5,635,979 and 5,973,684. The Company is incurring material expenses in
connection with this litigation and in the event there is an adverse outcome, the Company's business could be harmed.
The Company has determined a potential loss is reasonably possible as it is defined by the Financial Accounting
Standard Board's Accounting Standards Codification (“ASC”) 450, Contingencies; however, based on its current
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knowledge, management does not believe that the amount of such possible loss or a range of potential loss is
reasonably estimable.

On January 19, 2010, Microsoft Corporation filed a complaint against TiVo in the United States District Court for the
Northern District of California for alleged infringement of the following two patents: U.S. Patent Nos. 6,008,803
("System for Displaying Programming Information") and 6,055,314 ("System and Method for Secure Purchase and
Delivery of Video Content Programs"). The complaint seeks, among other things, damages and a permanent
injunction. On April 19, 2010, TiVo served its answer to the complaint, and counterclaimed seeking a declaration that
TiVo does not infringe and the patents are invalid. On June 30, 2010, Microsoft filed an amended complaint alleging
infringement of the following additional five patents: U.S. Patent Nos. 5,654,748 ("Interactive Program Identification
System"), 5,677,708 ("System for Displaying a List on a Display Screen"), 5,896,444 ("Method and Apparatus for
Managing Communications Between a Client and a Server in a Network"), 6,725,281 ("Synchronization of Controlled
Device State Using State Table and Eventing in Data-Driven Remote Device Control Model"), and 5,648,824 ("Video
Control User Interface for Controlling Display of a Video"). The amended complaint seeks, among other things,
damages and a permanent injunction. On August 2, 2010, TiVo served its answer to the amended complaint and
counterclaimed, seeking a declaration that TiVo does not infringe and the patents are invalid. On January 13, 2011,
TiVo filed a motion to amend its answer and counterclaims to allege infringement of U.S. Patent No. 6,792,195 B2
("Method and Apparatus Implementing Random Access and Time-Based Functions on a Continuous Stream of
Formatted Digital Data"). On February 14, 2011, the Court issued an order granting TiVo's motion to amend its
answer to assert U.S. Patent No. 6,792,195 B2 against Microsoft. On March 7, 2011, TiVo filed with the USPTO ex
parte reexamination requests for all seven of the patents that Microsoft has asserted against TiVo in this litigation. On
the same day, the Company filed a motion to stay this litigation in view of the reexamination requests. The USPTO
has granted all of TiVo's reexamination requests, except with respect to U.S. Patent No. 5,896,444. On May 6, 2011,
the Court granted TiVo's motion to stay the litigation pending final exhaustion of all reexamination proceedings,
including any appeals. This litigation has been stayed. Since that time, due to events unfolding in the companion ITC
action described below, Microsoft has indicated that it will dismiss two of the four patents (USP 6,028,604 and
5,731,844) from the district court action. On March 21, 2012, TiVo and Microsoft reached an agreement whereby
Microsoft agreed to dismiss all of its pending litigation against TiVo, including its action in the United States
International Trade Commission and both of its cases in the United States District Court for the Northern District of
California. In conjunction with these dismissals, TiVo dismissed its counterclaim against Microsoft in the United
States District Court for the Northern District of California.

On January 24, 2011, Microsoft Corporation filed a Complaint with the United States International Trade Commission