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INDEPENDENT AUDITORS’ REPORT 

 
 
 
To the Board of Directors and Stockholders 
LiveWire Mobile, Inc. 
Littleton, Massachusetts 

We have audited the accompanying consolidated balance sheet of LiveWire Mobile, Inc. and Subsidiaries (the 
Company) as of December 31, 2009, and the related consolidated statements of operations, stockholders’ equity, and cash 
flows for the year then ended.  These consolidated financial statements are the responsibility of the Company’s management.  
Our responsibility is to express an opinion on these consolidated financial statements based on our audit.  The consolidated 
financial statements of the Company as of and for the year ended December 31, 2008 were audited by other auditors whose 
report dated March 31, 2009 expressed an unqualified opinion on those statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United States.  Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, the 2009 consolidated financial statements referred to above present fairly, in all material respects, 
the financial position of LiveWire Mobile, Inc. and Subsidiaries as of December 31, 2009, and the results of their operations 
and their cash flows for the year then ended, in conformity with accounting principles generally accepted in the United States. 

 
 
Westborough, Massachusetts 
March 31, 2010 
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LiveWire Mobile, Inc. 

Consolidated Balance Sheets 

 December 31, 

 2009 2008 

 
(in thousands, except 

share data) 

Assets   
Current assets:   

Cash and cash equivalents .............................................................................................................  $     7,834 $  19,261 
Accounts receivable, net of allowance for doubtful accounts of $61 and $96, respectively ..............  2,111 3,245 
Receivables under repurchase agreement .......................................................................................  — 2,575 
Inventories ....................................................................................................................................  365 718 
Cash in escrow ..............................................................................................................................  — 3,240 
Prepaid expenses and other assets ..................................................................................................  704 1,771 

Total current assets ........................................................................................................................  11,014 30,810 

Property and equipment, net ..............................................................................................................  1,342 1,060 
Other assets, net ................................................................................................................................  175 558 

Total assets ...................................................................................................................................  $  12,531 $  32,428 

Liabilities and Stockholders’ Equity   
Current liabilities:   

Accounts payable ..........................................................................................................................  $      717 $    3,217 
Accrued expenses and other liabilities ............................................................................................  1,567 3,641 
Accrued restructuring, current portion ............................................................................................  115 4,454 
Capital lease obligations, current portion........................................................................................  190 388 
Revolving line of credit .................................................................................................................  — 2,610 
Deferred revenue ...........................................................................................................................  1,201 2,832 

Total current liabilities...................................................................................................................  3,790 17,142 

Accrued restructuring, long term portion............................................................................................  — 2,764 
Other long-term liabilities..................................................................................................................  114 740 
Capital lease obligations, long term portion .......................................................................................  170 360 

Total liabilities ..............................................................................................................................  4,074 21,006 

Commitments and contingencies (note 17)   
Stockholders’ equity:   

Preferred stock, $0.05 par value, 3,000,000 shares authorized; no shares issued and outstanding .....  — — 
Common stock, $0.01 par value, 125,000,000 shares authorized; 5,299,144 shares issued and 

4,601,025 shares outstanding at December 31, 2009 and 5,299,144 shares issued and 
4,594,170 outstanding at December 31, 2008 .............................................................................  53 53 

Additional paid-in capital ..............................................................................................................  437,076 436,986 
Accumulated deficit ......................................................................................................................  (403,751) (400,971) 
Accumulated other comprehensive loss ..........................................................................................  (4,274) (3,797) 
Treasury stock, at cost, 698,119 shares at December 31, 2009 and 704,974 shares at 

December 31, 2008 ....................................................................................................................  (20,647) (20,849) 

Total stockholders’ equity..............................................................................................................  8,457 11,422 

Total liabilities and stockholders’ equity ........................................................................................  $  12,531 $  32,428 

The accompanying notes are an integral part of the consolidated financial statements. 
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LiveWire Mobile, Inc. 

Consolidated Statements of Operations 

 
Year Ended 

December 31, 

 2009 2008 

 (in thousands, except 

per share data) 
 
Service revenues .................................................................................................................................  $ 14,390 $  10,238 
Product revenues .................................................................................................................................  2,418 5,378 

Total revenues .................................................................................................................................  16,808 15,616 
Total cost of revenues ......................................................................................................................  5,932 11,477 

Gross profit .........................................................................................................................................  10,876 4,139 

Operating expenses:   
Selling, general and administrative ..................................................................................................  7,890 24,525 
Research and development ..............................................................................................................  5,197 7,455 
Restructuring and other related charges ............................................................................................  318 7,871 
Impairment of intangibles and other long-lived assets ......................................................................  — 11,616 
Impairment of goodwill ...................................................................................................................  (163) 11,048 

Total operating expenses ..............................................................................................................  13,242 62,515 

Operating loss .....................................................................................................................................  (2,366) (58,376) 
Other income (expense):   

Interest income ................................................................................................................................  — 223 
Interest expense ...............................................................................................................................  (151) (374) 
Other ...............................................................................................................................................  647 (1,201) 

Other income (expense), net ............................................................................................................  496 (1,352) 

Loss from continuing operations before income taxes ..........................................................................  (1,870) (59,728) 
Income tax expense .........................................................................................................................  297 208 

Loss from continuing operations ..........................................................................................................  (2,167) (59,936) 

Income (loss) from discontinued operations (net of income tax provision of $0 and $634, 
respectively) ................................................................................................................................  (613) 5,873 

Gain on disposal of discontinued operations (net of income tax expense of $0) .................................  — 15,913 

Net loss ...............................................................................................................................................  $(2,780) $(38,150) 

Net loss from continuing operations per common share—basic and diluted ......................................  $  (0.47) $  (13.20) 

Net loss per common share—basic and diluted .................................................................................  $  (0.60) $   (8.40) 

Shares used in net loss per common share—basic and diluted ...........................................................  4,598 4,540 

The accompanying notes are an integral part of the consolidated financial statements. 
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LiveWire Mobile, Inc. 

Consolidated Statements of Stockholders’ Equity 

  Additional  
Accumulated 

other Treasury stock Total  

 Common Stock paid-in Accumulated comprehensive  Amount stockholders’ Comprehensive 

(in thousands)  Shares Amount capital deficit income (loss) Shares (at cost) equity income (loss) 

 

Balance, January 1, 2008 ...................................  5,299 $  53 $  433,900 $  (362,821) $  (2,396) 735 $  (21,733) $  47,003 

Exercise of common stock options .................    (520)   (25) 734 214  
Issuance of common stock under employee 

purchase plan .............................................    (111)    150 39  
Stock based compensation .............................    3,097   (5)  3,097  
Acceleration of options ..................................    620     620  
Change in market value of securities 

available for sale ........................................      50   50  
Foreign currency translation adjustment .........      (1,451)   (1,451) (1,451) 
Net loss .........................................................     (38,150)    (38,150) (38,150) 

Balance, December 31, 2008 .............................  5,299   53   436,986   (400,971)   (3,797) 705   (20,849)   11,422 $  (39,601) 

Exercise of common stock options .................      (202)   (7) 202   
Stock based compensation .............................    244     244  
Acceleration of options ..................................    48     48  
Foreign currency translation adjustment .........      (477)   (477) (477) 
Net loss .........................................................     (2,780)    (2,780) (2,780) 

Balance, December 31, 2009 .............................  5,299 $  53 $  437,076 $  (403,751) $  (4,274) 698 $  (20,647) $  8,457 $  (3,257) 

The accompanying notes are an integral part of the consolidated financial statements. 
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LiveWire Mobile, Inc. 

Consolidated Statements of Cash Flows 

 
Year Ended 

December 31, 

 2009 2008 

 (in thousands) 
Cash flow from operating activities:   

Net loss ................................................................................................................................................................ $(2,780) $(38,150) 
Adjustments to reconcile net loss to cash provided by (used in) operating activities:   

Depreciation of property and equipment ................................................................................................................ 571 2,557 
Gain on disposal of discontinued operations .......................................................................................................... — (16,280) 
Other-than-temporary impairment loss on marketable securities............................................................................. — 1,881 
Amortization of managed services assets ............................................................................................................... — 718 
Impairment of intangibles and other long-lived assets ............................................................................................ — 11,616 
Impairment of goodwill ........................................................................................................................................ — 11,048 
Amortization of intangible assets .......................................................................................................................... — 3,796 
Amortization (accretion) of marketable securities .................................................................................................. — (58) 
Stock-based compensation expense ....................................................................................................................... 292 3,717 
Loss on disposal of property and equipment .......................................................................................................... — 1,982 
Foreign exchange translation loss (gain) ................................................................................................................ (436) (791) 
Collection of receivables under repurchase agreement over fair value .................................................................... 61 — 
Changes in operating assets and liabilities, net of effects of acquisition:   

Accounts receivable ......................................................................................................................................... 1,134 6,763 
Inventories ....................................................................................................................................................... 353 (624) 
Prepaid expenses and other assets ..................................................................................................................... 1,687 (2,025) 
Accounts payable ............................................................................................................................................. (2,500) (3,005) 
Accrued expenses and other liabilities ............................................................................................................... (2,742) (3,840) 
Accrued restructuring ....................................................................................................................................... (7,103) 4,472 
Deferred revenue .............................................................................................................................................. (1,631) 1,064 

Cash (used in) provided by operating activities ............................................................................................. (13,094) (15,159) 

Cash flow from investing activities:   
Purchases of property and equipment .................................................................................................................... (853) (1,078) 
Purchases of managed services assets .................................................................................................................... — (403) 
Purchases of licenses ............................................................................................................................................ — (148) 
Purchases of marketable securities ........................................................................................................................ — (1,340) 
Proceeds from the maturity of marketable securities .............................................................................................. — 1,920 
Proceeds from the sales of marketable securities.................................................................................................... — 7,585 
Purchase of receivables under repurchase agreement ............................................................................................. — (3,816) 
Proceeds from the collection of receivables under repurchase agreement ................................................................ 2,375 1,412 
Receipt of cash in escrow ..................................................................................................................................... 3,240 — 
Proceeds from sale of the business, net .................................................................................................................. — 21,966 
Acquisition of business, net of cash acquired ......................................................................................................... — (13,632) 

Cash provided by (used in) investing activities .............................................................................................. 4,762 12,466 

Cash flow from financing activities:   
Repayment of debt ............................................................................................................................................... — (531) 
Payment of capital lease obligations ...................................................................................................................... (388) (255) 
Proceeds from (repayment of) revolving line of credit, net ..................................................................................... (2,610) 2,610 
Proceeds from issuance of common stock ............................................................................................................. — 252 

Cash (used in) provided by financing activities ............................................................................................. (2,998) 2,076 

Effect of exchange rate changes on cash .................................................................................................................... (97) (301) 

Net decrease in cash and cash equivalents ................................................................................................................. (11,427) (918) 

Cash and cash equivalents, beginning of year ............................................................................................................ 19,261 20,179 

Cash and cash equivalents, end of year ...................................................................................................................... $  7,834 $  19,261 

Supplemental cash flow information:   
Purchase of equipment through capital leases ........................................................................................................ $       — $       545 
Interest paid ......................................................................................................................................................... $       53 $       189 
Taxes paid............................................................................................................................................................ $     301 $       609 

The accompanying notes are an integral part of the consolidated financial statements. 
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LiveWire Mobile, Inc. 

Notes to Consolidated Financial Statements 

1—Summary of Significant Accounting Policies 

Business Description 

LiveWire Mobile, Inc. (the “Company”) is a provider of managed personalization services.  The Company’s 
offerings infuse personalization capabilities into traditional mobile communications that are easy to use for mobile 
subscribers and generate revenue for mobile operators.  The Company’s integrated suite of mobile personalization services 
includes ringback tones, ringtones, mobile full-track music and video downloads, a fully integrated storefront, and other 
applications, as well as dedicated content and service marketing, integrated storefront management and marketing.  The 
Company makes mobile personalization services easier to use and helps drive service usage and adoption.  The Company 
sells these offerings as a managed service to mobile operators who then offer these services to their customers as a la carte 
purchases and through monthly subscriptions.  Mobile operators offer the Company’s services to increase subscriptions and 
subscriber content consumption, and grow average revenue per user (“ARPU”) and reduce subscriber turnover.  The 
Company also sells certain of its platforms as a bundled product and service offering (including installation, maintenance and 
support, professional services, and training), which the Company refers to as a “cap-ex” arrangement.  The Company sells its 
services and products primarily through its direct sales force as well as through channel partners. 

The Company’s business and operations and the industry in which it operates are subject to risks and uncertainties.  
Certain of these risks and uncertainties are described in the Company’s public disclosures. 

Principles of Consolidation 

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. 
Intercompany balances and transactions have been eliminated in consolidation.  All amounts disclosed in the notes to the 
consolidated financial statements are presented on a continuing operations basis. 

Reclassifications 

Losses of $367,000 relating to the sale of the Company’s Network Infrastructure (“NI”) division to Verso 
Technologies, Inc. in 2007 previously presented as a reduction to income from discontinued operations on the consolidated 
statement of operations for the year ended December 31, 2008 have been reclassified as a reduction of gain on disposal of 
discontinued operations.  

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and judgments that affect the reported amounts of assets, 
liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities.  On an on-going basis, 
management evaluates estimates related to the allowance for doubtful accounts and sales returns, write-down of excess and 
obsolete inventories to the lower of cost or market value, the realizability of goodwill and other long-lived assets, income 
taxes, restructuring and other related charges, and accounting for acquisitions and dispositions.  Management establishes 
these estimates based on historical experience and various assumptions that are believed to be reasonable under the 
circumstances, 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. 

Foreign Currency Translation 

Assets and liabilities of the Company’s subsidiaries operating outside the United States, which operate in a 
functional currency other than U.S. Dollars, are translated into U.S. Dollars using year-end exchange rates.  Revenues and 
expenses are translated at the average exchange rates effective during the year.  Foreign currency translation gains and losses 
are included as a component of accumulated other comprehensive income (loss) within stockholders’ equity.  Gains and 
losses resulting from foreign currency transactions are included in other income (expense), net.  The foreign currency 
translation gain or loss generated by the re-measurement of our intercompany debt at each reporting period is recorded as a 
component of accumulated other comprehensive income (loss) within stockholders’ equity, where the Company expects  
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LiveWire Mobile, Inc. 

Notes to Consolidated Financial Statements (Continued) 

1—Summary of Significant Accounting Policies (Continued) 

those loans to be permanently reinvested.  In April 2009, the Company determined that it is unlikely that settlement of 
intercompany receivable and payable balances existing between the Company’s worldwide subsidiaries will occur in the 
foreseeable future.  Accordingly, these gains or losses for the period April 1, 2009 through December 31, 2009 were 
excluded from the determination of net income and have been reported as a component of accumulated other comprehensive 
income (loss). 

Revenue Recognition 

The Company derives its revenue from two sources: (i) services, including managed services, maintenance and 
support services, professional services, and (ii) sales of products, including hardware and software licenses.  Managed 
services consist of supplying, outsourcing and/or maintaining systems for the benefit of customers.  These systems may be 
Company-owned pursuant to a managed services arrangement or customer-owned.  Maintenance and support services consist 
of bug fixes, telephone and on-line support, and training.  Professional services projects may consist of multiple elements 
including hardware and/or software installation, configuration, integration and customization services provided to customers.  
The Company recognizes revenue from the sale of products when persuasive evidence of an arrangement exists; delivery has 
occurred; the fee is fixed or determinable; and collection is considered probable.  For all sales, the Company uses a binding 
contract and/or a purchase order as evidence of an arrangement with the customer or channel partner.  Sales to the 
Company’s channel partners are evidenced by a master agreement governing the relationship, together with binding purchase 
orders for individual transactions.  The Company considers delivery to occur when it ships the product, so long as title and 
risk of loss have passed to the customer.  At the time of a transaction, the Company assesses whether the sale amount is fixed 
or determinable based upon the terms of the agreement.  If the Company determines the fee is not fixed or determinable, the 
Company recognizes revenue when the fee is fixed.  The Company assesses if collection is probable based on a number of 
factors, including past transaction history and the creditworthiness of the customer.  If the Company determines that 
collection is not probable, the Company does not record revenue until such time as collection becomes probable, which is 
generally upon the receipt of cash or when payments become due. 

For arrangements with customers that include acceptance provisions, the Company recognizes revenue upon the 
customer’s acceptance of the product and services, which occurs upon the earlier of receipt of a written customer acceptance, 
expiration of the contractual acceptance period or commercial launch of a managed service.  In some circumstances, the 
Company recognizes revenue on arrangements that contain certain acceptance provisions when it has historical experience 
that the acceptance provision is perfunctory. 

When an arrangement involves multiple elements, such as hardware and software products, maintenance and/or 
professional services, the Company allocates the entire sale price to each respective element based on vendor specific 
objective evidence (“VSOE”) of fair value for each undelivered element.  When arrangements contain multiple elements and 
VSOE of fair value only exists for all undelivered elements, the Company recognizes revenue for the delivered elements 
using the residual method.  The residual method requires that the portion of the total arrangement fee attributable to 
undelivered elements, as indicated by VSOE of fair value, be deferred and subsequently recognized when delivered.  The 
Company establishes VSOE of fair value for undelivered elements based on either substantial renewal rates of maintenance 
and support agreements, the price the Company charges when the same element is sold separately, or the price established by 
management who have the relevant authority to set prices for an element not yet sold separately.  For arrangements 
containing multiple elements where VSOE of fair value does not exist for all undelivered elements, the Company defers 
revenue for the delivered and undelivered elements until VSOE of fair value exists for all undelivered elements or all 
elements have been delivered. 

The Company provides managed services under long term arrangements, typically two to three years.  The 
arrangements may contain provisions requiring customer acceptance of the set-up activities, including installation and 
implementation activities, prior to the commencement of the ongoing services arrangement.  The Company recognizes 
revenue as the subscription services or download transactions are performed, or as and when reported by a customer if its 
reporting is used.  The Company recognizes revenue from professional services as the services are performed or completed.  
Maintenance and support services, which are typically sold separately from products, consist of bug-fixes, telephone and on-
line support and training.  The Company defers maintenance and support services revenue, whether sold separately or as part 
of a multiple element arrangement, and recognizes it ratably over the term of the maintenance contract, generally twelve  
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LiveWire Mobile, Inc. 

Notes to Consolidated Financial Statements (Continued) 

1—Summary of Significant Accounting Policies (Continued) 

months.  The Company recognizes maintenance and support and managed services revenue as amounts are earned when all 
of the following conditions are satisfied: there is persuasive evidence of an arrangement; the service has been provided to the 
customer; the amount of fees to be paid by the customer is fixed or determinable; and the collection of fees from the customer 
is reasonably assured. 

When there are shipping and handling fees or travel-related fees, the Company invoices customers for such fees.  
The Company recognizes the invoiced amounts as revenue and the related costs as a cost of revenue. 

Capitalization of Managed Services Costs 

 The Company may capitalize certain costs associated with the set-up activities of a managed services arrangement.  
These costs represent incremental external costs or internal costs that are directly related to the set-up, enhancement or 
expansion of certain managed services offerings.  The types of costs that are capitalized may include labor and related fringe 
benefits, subcontractor costs, consulting costs, travel costs, inventory costs and third party product costs.  The Company 
begins to capitalize costs in the period when there is existence of an arrangement.  Managed services arrangements may also 
require the procurement of equipment, development of internally developed software and consulting services related to 
system enhancements and expansions.  These related costs are also capitalized.  The Company amortizes these capitalized 
costs upon acceptance or commercial launch of the initial set-up, enhancement or expansion over the expected relationship 
period or the expected economic useful life, as appropriate, using the straight-line method.  Expenses incurred to maintain 
and sustain the service delivery after the initial setup, enhancement or expansion of a managed service arrangement are 
expensed as incurred.  The Company evaluates the lives and realizability of the capitalized costs on a periodic basis or when 
events or circumstances indicate that its carrying amount may not be recoverable. 

In the event indications exist that capitalized managed service cost balances may be impaired, undiscounted 
estimated cash flows of the contract or series of contracts are projected over the remaining term, and compared to the 
unamortized managed services cost balance.  If the projected cash flows are not adequate to recover the unamortized cost 
balance, the balance would be adjusted to equal the fair value in the period such determination is made.  The primary 
indicator used to determine when impairment testing should be performed is when a material contract is materially 
underperforming, or is expected to materially underperform in the future, as compared to the financial model that was 
developed as part of the original proposal process and subsequent annual budgets, or in the event of non-renewal or loss of a 
major managed service customer. 

See Note 6 for a description of impairment testing performed in 2008. 

Capitalization of Software Development Costs 

The Company may capitalize software development costs incurred after a product’s technological feasibility has 
been established and before it is available for general release to customers.  Amortization of capitalized software costs is 
computed on an individual product basis and is the greater of (a) the ratio that current gross revenues for a product bear to the 
total of current and anticipated future gross revenues of that product or (b) the straight-line method over the estimated 
economic life of the product.  Costs qualifying for capitalization have been immaterial for all periods presented and, 
accordingly, have not been capitalized. 

Cash Equivalents 

Cash equivalents include short-term, liquid investments with remaining maturities of three months or less at date of 
purchase. 

Accounts Receivable 

The Company’s accounts receivable balances are comprised of trade receivables.  The Company has recorded 
receivables associated with product and services that have been delivered but not yet accepted. 
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LiveWire Mobile, Inc. 

Notes to Consolidated Financial Statements (Continued) 

1—Summary of Significant Accounting Policies (Continued) 

The Company establishes allowances against doubtful accounts for potential credit losses when it determines 
receivables are at risk for collection based upon the length of time the receivables are outstanding, as well as various other 
criteria.  Receivables are written off against these allowances in the period they are determined to be uncollectible. 

The Company does not require collateral on accounts receivable or letters of credit on all foreign export sales.  The 
Company evaluates its customers’ creditworthiness before extending credit and performs periodic credit reviews on existing 
customers. 

Investments 

The Company classifies all of its investments in marketable securities as available-for-sale securities.  These 
securities are stated at market value, with unrealized gains and losses reflected in other comprehensive income (loss) in 
stockholders’ equity.  The amortized cost of debt securities is adjusted for amortization of premiums and accretion of 
discounts to maturity.  Such amortization and accretion are included in interest income.  Realized gains and losses and other-
than-temporary impairment on marketable securities are included in earnings and are derived using the specific identification 
method for determining the cost of securities.  The Company periodically evaluates the carrying value of its investments for 
other-than-temporary impairment.  During the year ended December 31, 2008, the Company recorded in other income 
(expense) an other-than-temporary impairment of $1.9 million related to Verso common stock.  At December 31, 2009 and 
2008, the Company had no investments. 

Advertising 

Advertising costs are expensed in the period when incurred and were immaterial for each of the years presented. 

Inventories 

Inventories are stated at the lower of cost (first-in, first-out method) or market. Inventories consist of finished goods 
and inventory at customer sites.  Inventory at customer sites represents inventory associated with product that has not yet 
been accepted by the customer.  Write-downs of inventory to lower of cost or market value are based primarily on the 
estimated forecast of product demand and production requirements over the next twelve months. 

Property and Equipment 

Property and equipment are recorded at cost. Depreciation is based on the following estimated useful lives of the 
assets using the straight-line method: 

Machinery and equipment 3 years 
Computer software and equipment 3-5 years 
Furniture and fixtures 5 years 
Telecommunications computer equipment 5 years 
Leasehold improvements Shorter of the lease term or economic life 

Expenditures for additions, renewals and betterments of property and equipment are capitalized.  Expenditures for 
repairs and maintenance are charged to expense as incurred.  As assets are retired or sold, the related cost and accumulated 
depreciation are removed from the accounts and any resulting gain or loss is included in the results of operations. 

Intangible and other Long-Lived Assets 

 Intangible assets consist of core technology and customer relationships recorded at estimated fair value as a result of 
acquisitions.  Such intangibles are considered to have finite lives and are amortized on a straight line basis over those 
estimated lives.  Intangible assets are evaluated for impairment at least annually and whenever events and changes in 
circumstances indicated that the carrying amount of the assets may not be recoverable.  See Note 6 for a description of 
impairment testing in 2008.  At December 31, 2009 and 2008, the Company had no recorded intangible assets. 
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LiveWire Mobile, Inc. 

Notes to Consolidated Financial Statements (Continued) 

1—Summary of Significant Accounting Policies (Continued) 

Goodwill 

Goodwill represents the excess purchase price over the fair value of assets acquired and liabilities assumed in the 
2008 acquisition of Groove Mobile, Inc. and previous acquisitions.  Goodwill is evaluated for impairment at least annually 
and whenever events and changes in circumstances indicate that the carrying amount of goodwill may not be recoverable.  

See Note 6 for a description of impairment charges in 2008.  At December 31, 2009 and 2008, the Company had no 
recorded goodwill. 

Discontinued Operations 

On December 5, 2008, the Company sold its NMS Communications Platforms business to Dialogic Corporation.  In 
the fourth quarter of 2007, the Company sold its NI division and certain assets and liabilities of the NI division to Verso 
Technologies, Inc. ("Verso").  Accordingly, the operating results of the NMS Communication Platforms division and the NI 
division have been reclassified as discontinued operations in the consolidated statements of operations. 

Research and Development 

Research and development expenses consist primarily of salaries, personnel expenses and prototype fees related to 
the design, development, testing and enhancement of the Company’s services and products.  All research and development 
costs are expensed as incurred. 

Financial Instruments 

The Company’s financial instruments include cash, marketable securities, accounts receivable, purchased 
receivables, debt and accounts payable.  The fair value of marketable securities, accounts receivable and accounts payable are 
equal to their carrying value at December 31, 2009 and 2008.  The fair value of the revolving line of credit borrowings at 
December 31, 2008 was $2.6 million.  In May 2009, the Company terminated the revolving line of credit. 

Restructuring and Other Related Charges and Accrued Restructuring 

The Company continually evaluates its staffing levels to meet its business objectives and its strategies to reduce its 
cost of operations.  Severance costs are reviewed periodically to determine whether a severance charge is required to be 
recorded including any accrual of post-employment benefits if certain specified criteria are met.  Post-employment benefits 
may include salary continuation, severance benefits and continuation of benefits such as health and life insurance. 

 From time to time, the Company will announce reorganization plans that may include eliminating positions within 
the Company.  Each plan is reviewed to determine whether a restructuring charge is required to be recorded including an 
estimate of the fair value of any termination costs based on certain facts, circumstances and assumptions, considering specific 
provisions included in the underlying reorganization plan.  Also from time to time, the Company may cease to use certain 
facilities prior to expiration of the underlying lease agreements.  Exit costs are reviewed in each of these circumstances on a 
case-by-case basis to determine whether a restructuring charge is required to be recorded by estimating the fair value of the 
exit costs based on certain facts, circumstances and assumptions, including remaining minimum lease payments, potential 
sublease income and specific provisions included in the underlying lease agreements. 

Subsequent to recording such accrued liabilities, changes in market or other conditions may result in changes to 
assumptions upon which the original liabilities were recorded that could result in an adjustment to the liabilities and, 
depending on the circumstances, such adjustment could be material. 

Income Taxes 

The provision for income taxes is computed based on pre-tax income included in the consolidated statements of 
operations.  The Company recognizes deferred tax assets and liabilities for the expected future tax consequences of events 
that have been included in the financial statements.  Under this method, deferred tax assets and liabilities are determined  
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1—Summary of Significant Accounting Policies (Continued) 

based on the difference between the financial statement carrying amounts and tax basis of assets and liabilities using enacted 
tax rates in effect for the year in which the differences are expected to reverse.  The evaluation of a tax position is a two-step 
process.  The first step is recognition:  The enterprise determines whether it is more likely than not that a tax position will be 
sustained upon examination, including resolution of any litigation.  The second step is measurement: A tax position that 
meets the more-likely-than-not recognition threshold is measured to determine the amount of benefit to recognize in the 
financial statements.  The tax position is measured at the largest amount of benefit that is greater than 50 percent likely of 
being realized upon ultimate resolution. 

The Company has established a valuation allowance against net deferred tax assets in certain jurisdictions including 
the United States, because the Company believes that it is more likely than not that the tax assets in those jurisdictions will 
not be realized prior to their expiration.  The Company will continue to assess the valuation allowance and to the extent it is 
determined that such allowance is no longer required, the tax benefit of the remaining net deferred tax assets would be 
recognized in the future.  At December 31, 2009 and 2008, the Company had accrued liabilities of $114,000 and $740,000, 
respectively, for uncertain tax positions.  It is reasonably possible that the total amount of unrecognized tax benefits will 
increase or decrease in the next 12 months.  Such changes would occur based on the results of ongoing tax audits in various 
jurisdictions around the world.  Currently, an estimate of the range of reasonably possible outcomes cannot be made. 
Estimated interest and penalty charges related to unrecognized tax benefits are classified as income tax expense in the 
accompanying consolidated statements of operations.  At December 31, 2009 and 2008, the Company had $8,000 and 
$146,000, respectively, of accrued interest expense and penalties related to uncertain tax positions, which are recorded as a 
component of tax expense.  For the years ended December 31, 2009 and 2008, the Company recorded $8,000 and $44,000, 
respectively, of interest expense and penalties. 

Stock Option and Stock Purchase Plans 

All share-based payments to employees, including grants of stock options, are recognized in the financial statements 
based on their fair value (See Note 3- Stock-Based Compensation).  Stock-based compensation expense for awards granted is 
based on the grant date fair value.  The fair value of the Company’s stock-based awards, less estimated forfeitures, is 
amortized over the awards’ vesting periods on a straight-line basis. 

The fair value of each option award on the grant date was estimated using the Black-Scholes option-pricing model 
with the following assumptions: expected dividend yield, expected stock price volatility, weighted average risk-free interest 
rate and weighted average expected life of the options.  The Company’s expected volatility assumption used in the 
Black-Scholes option-pricing model was based exclusively on historical volatility and the expected life assumption was 
established based upon an analysis of historical option exercise behavior.  The risk-free interest rate used in the 
Black-Scholes model was based on the implied yield currently available on U.S. Treasury zero-coupon issues with a 
remaining term approximately equal to the Company’s expected term assumption.  The Company had not declared or paid 
any cash dividends on its common stock through December 31, 2009. 

The choice of a valuation technique, and the approach utilized to develop the underlying assumptions for that 
technique, involve significant judgments.  These judgments reflect management’s assessment of the most accurate method of 
valuing the stock options the Company issues, based on historical experience, knowledge of current conditions and beliefs of 
what could occur in the future given available information.  The Company’s judgments could change over time as additional 
information becomes available, or the facts underlying the assumptions change over time.  Any change in judgments could 
have a material impact on the Company’s financial statements.  The Company believes that these estimates incorporate all 
relevant information and represent a reasonable approximation in light of the difficulties involved in valuing non-traded stock 
options. 
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Basic and Diluted Net Income (Loss) Per Common Share 

Basic net income (loss) per common share is computed by dividing net income (loss) by the weighted-average 
number of common shares outstanding during the period.  Diluted net income (loss) per common share is computed by 
dividing the net income (loss) by the sum of the weighted-average number of common shares outstanding plus all additional 
common shares that would have been outstanding if potentially dilutive common stock equivalents had been issued. 
Outstanding treasury stock is excluded from the computations of basic and diluted net income (loss) per share. 

2—Discontinued Operations 

On November 19, 2008, at a Special Meeting of stockholders of LiveWire Mobile, Inc., the stockholders adopted 
and approved a proposal to sell substantially all of its assets under Delaware law through the sale of its NMS 
Communications Platforms business (the “Business”) to Dialogic Corporation (“Dialogic”) pursuant to the terms and 
conditions of the Asset Purchase Agreement, dated as of September 12, 2008, by and between the Company and Dialogic 
(such asset sale being the “Asset Sale” and such agreement being the “Asset Purchase Agreement”). 

 On December 5, 2008, Dialogic purchased the Business including accounts receivable, inventory, equipment, 
records and related intellectual property, and assumed certain liabilities as set forth in the Asset Purchase Agreement.  In 
accordance with the terms and conditions of the Asset Purchase Agreement, the Company received a net cash payment of 
$22.8 million, which represented the purchase price of $28.0 million and certain customary adjustments set forth in the Asset 
Purchase Agreement, including $0.3 million for a closing date payroll payment to the Company, less $2.8 million funded into 
an escrow account to support any indemnification claims, a $2.3 million payment to Silicon Valley Bank to pay the portion of 
the outstanding line of credit that was secured by the Business’s accounts receivable, and $0.4 million which was being held 
in escrow to settle certain contingencies that may arise related to levels of working capital at closing of the Asset Sale.  As a 
result of the disposition of the Business, the Company recognized a $16.3 million gain (net of income tax provision of zero) 
and the operating results of the Business have been reclassified as a discontinued operation in the consolidated statement of 
operations.  The Business had revenues of $48.3 million for the year ended December 31, 2008.  Income from the 
discontinued operations was $5.9 million (net of income tax provision of $0.6 million) for the year ended December 31, 
2008.  For the year ended December 31, 2009, the Company incurred $613,000 of expenses primarily related to general and 
administrative efforts relating to the Asset Purchase Agreement, and professional services incurred related to its ongoing 
closure efforts of many of its foreign subsidiaries where there are no longer operations. 

 On December 5, 2008, subsequent to the consummation of the Asset Sale, the Company entered into a Receivables 
Purchase Agreement with Dialogic to purchase $4.0 million of certain billed accounts receivable owned by Dialogic for 
$3.8 million in cash.  The arrangement was accounted for as a sale of financial assets and as the transferee, the Company 
recognizes all assets obtained and any liabilities incurred, at fair value.  The Company recorded the purchase of receivables at 
the fair value equal to the purchase price of $3.8 million.  The Company collected $3.9 million of these receivables in 2009. 

In the fourth quarter of 2007, the Company sold its NI division and certain assets and liabilities of the NI division to 
Verso.  Losses of $367,000 relating to the sale are included as a reduction of gain on disposal of discontinued operations for 
the year ended December 31, 2008.  
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3—Stock-Based Compensation 

The following table presents stock-based compensation expense, inclusive of expense associated with discontinued 
operations, by the type of award and the effect of recording stock-based compensation expense in the Company’s 
consolidated statements of operations for the years ended December 31, 2009 and 2008: 

  
Year ended 

December 31, 

 2009 2008 

 (in thousands) 

Stock-based compensation expense by type of award:   
Stock options.............................................................................................  $  292 $1,682 
Restricted stock and options ......................................................................  — 2,420 
Employee stock purchase plan ...................................................................  — 15 

Total stock-based compensation expense .......................................................  $  292 $4,117 

Effect of stock-based compensation on income by line item:   
Cost of revenues ........................................................................................  $    18 $79 
Selling, general and administrative ............................................................  204 2,786 
Research and development ........................................................................  22 97 
Restructuring .............................................................................................  48 236 
Transaction costs .......................................................................................  — 44 
Discontinued operations ............................................................................  — 875 

Total stock-based compensation expense .......................................................  $  292 $4,117 

 The Company estimates the fair value of each equity award (i.e. stock options, restricted stock and options, and 
stock related to the employee stock purchase plan) using the Black-Scholes pricing model.  This valuation model uses the 
exercise price of the award and the following significant assumptions: the expected term of the award, the expected volatility 
of the Company’s common stock over the expected term, the risk-free interest rate over the expected term, and the 
Company’s expected annual dividend yield.  The Company believes that the valuation method and the approach utilized to 
develop the underlying assumptions are appropriate in calculating the fair values of the Company’s equity awards on 
respective grant dates during the years ended December 31, 2009 and 2008.  Estimates of fair value are not intended to 
predict actual future events or the value ultimately realized by persons who receive equity awards. 

Assumptions used to determine the fair value of stock options granted during the years ended December 31, 2009 
and 2008, using a Black-Scholes valuation model were: 

 Year ended December 31, 

 2009 2008 

Expected term(1).............................................................  2.7 to 5.0 years 3.1 to 5.0 years 
Expected common stock price volatility(2) ......................  94 to 130% 61 to 97% 
Risk-free interest rate(3) ..................................................  1.1 to 1.9% 1.4 to 3.2% 
Expected annual dividend yield .......................................  — — 

 
 
(1) The expected term of options granted during the years ended December 31, 2009 and 2008 was 

determined based on our historical stock option exercise experience. 

(2) The expected common stock price volatility for each grant is estimated based on an average of 
historical daily price changes of the Company’s common stock over the periods that match the 
expected term of the stock option. 
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3—Stock-Based Compensation (Continued) 

(3) The risk-free interest rate for each grant is based on the interest rates of U.S. Treasury zero-coupon 
issues in effect at the time of grant for a period approximately equal to the expected term of the 
stock option. 

Stock Option Acceleration 

In 2009, the Company completed a restructuring action which included the acceleration of options to purchase 
50,000 shares of its common stock to a former employee.  Accordingly, costs of $48,000 relating to the acceleration of stock 
options were recognized during the year ended December 31, 2009. 

As a result of the sale of the Communications Platforms business, the Company accelerated options to purchase 
74,797 shares of its common stock.  The acceleration occurred as a result of certain employees having a change of control 
clause in each of their stock option agreements.  Accordingly, the unvested portion of the related stock option grants was 
accelerated and the Company recognized expenses totaling $0.6 million during the year ended December 31, 2008. 

Stock Option Modification 

 During the year ended December 31, 2008, the Company canceled restricted stock that was granted to an executive 
of the Company in 2007 in exchange for a bonus payout contingent upon a change in control of the Company.  The Company 
considers a modification of the terms or conditions of an equity award as an exchange of the original award for a new award.  
The Company determined that the original equity-based award was modified to a liability-based award due to the nature of 
the bonus arrangement.  Accordingly, upon change of control of the Company in December 2008, the Company recorded a 
stock compensation liability in the amount of $400,000 and expensed the amount of unrecognized compensation expense to 
date. 

Stock Purchase Plan 

 The 2003 Employee Stock Purchase Plan was cancelled in the fourth quarter of 2008. 

Stock Incentive Plans 

The Company has stock option and stock purchase plans authorizing various types of stock option awards that may 
be granted to officers, directors and employees.  The following is a summary of all of the plans of the Company as of 
December 31, 2009: 

Plan Name  
Options 

Outstanding 

Shares 

Reserved 

for Future 

Grant 

 (in thousands) 

1995 Non-Statutory Stock Option Plan ............................................  1 — 
2000 Equity Incentive Plan..............................................................  586 217 
2005 Openera Plan ..........................................................................  — 26 

 587 243 

1995 Non-Statutory Stock Option Plan 

In October 1995, the Company’s Board of Directors adopted the 1995 Non-Statutory Stock Option Plan (the “1995 
Plan”).  The 1995 Plan expired in October 2005. The exercise price of options outstanding under the 1995 Plan was not less 
than 100% of the fair market value of the Company’s common stock on the date of grant.  Options outstanding under the 
1995 Plan generally vested over two years.  The terms of options granted under the 1995 Plan did not exceed ten years. 
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2000 Equity Incentive Plan 

In March 2000, the Company’s Board of Directors adopted, and in April 2000 the Company’s stockholders 
approved, the 2000 Equity Incentive Plan (the “2000 Plan”).  The 2000 Plan provides for the grant of incentive stock options 
and stock appreciation rights to employees and non-statutory stock options, stock bonuses, rights to purchase restricted stock 
and other awards based on the Company’s common stock (collectively, “Stock Awards”) to employees, non-employee 
directors and consultants.  On April 28, 2005, the Company’s stockholders approved amendments to the 2000 Plan to: 
(i) increase the number of shares which may be issued under the 2000 Plan by 205,000 shares, (ii) eliminate the Company’s 
ability to grant non-statutory stock options at an exercise price less than fair market value of the Company’s common stock 
on the date of grant and (iii) amend certain other terms and conditions of the 2000 Plan.  The aggregate number of shares 
which may be issued under the 2000 Plan, as amended, is 705,000, plus any shares of the Company’s common stock covered 
by options granted under the 1993 Plan and the Directors Plan (both of which are superseded by the 2000 Plan) which are 
forfeited, expire or are canceled.  The exercise price of options granted pursuant to the 2000 Plan may not be less than the fair 
market value of the Company’s common stock on the date of grant. Options granted under the 2000 Plan generally vest based 
on performance targets set by the Board of Directors or time-based vesting over two to four years.  Options granted to new 
hires generally vest over three years.  The terms of options granted under the 2000 Plan do not exceed ten years. 

2005 Openera Plan 

In connection with the acquisition of Openera Technologies, Inc. (“Openera”) in 2006, the Company assumed the 
Openera 2005 Equity Incentive Plan (the “Openera Plan”).  The Openera Plan provides for the grant of incentive stock 
options to employees and non-statutory stock options to employees, non-employee directors and advisors and consultants.  A 
total of 76,207 shares may be issued under the Openera Plan.  The exercise price of incentive stock options granted pursuant 
to the Openera Plan may not be less than the fair market value of the company’s common stock on the date of grant.  Options 
granted under the Openera Plan generally vest based on performance targets set by the Board of Directors or time-based 
vesting over two to four years.  Options granted to new hires generally vest over three years.  The terms of options granted 
under the Openera Plan do not exceed ten years. 

The following table summarizes the Company’s stock option activity for the year ended December 31, 2009.  The 
intrinsic value of a stock option is the amount by which the market value of the underlying stock exceeds the exercise price of 
the option. 

 Shares 

Weighted 

Average 

Exercise 

Price 

Weighted 

Average 

Remaining 

Contractual 

Term 

Aggregate 

Intrinsic 

Value 

   (in years) (in thousands) 

Balance at January 1, 2009 ............................................................................ 821,482 $ 23.96  $      8 
Granted ......................................................................................................... 335,250 1.62  — 
Exercised ...................................................................................................... (6,854) 0.11  8 
Forfeited/Cancelled ....................................................................................... (481,295) 22.29  150 
Expired ......................................................................................................... (81,593) 40.05  — 

Balance at December 31, 2009....................................................................... 586,990 $ 10.61 3.1 $  341 

Exercisable and vested at December 31, 2009 ................................................ 311,350 $ 18.26 1.9 $    66 

Options vested and expected to vest at December 31, 2009 ............................ 487,011 $ 12.06 2.9 $  241 

During the years ended December 31, 2009 and 2008, the Company granted options to purchase 335,250 and 
265,690 shares, respectively, of its common stock with exercise prices equal to the fair market value of the Company’s 
common stock on the grant date.  The weighted average grant date fair value in 2009 and 2008 was $1.18 and $4.10, 
respectively. 

At December 31, 2009, unrecognized compensation expense related to non-vested stock options, net of estimated 
forfeitures, was $103,000, which is expected to be recognized over a weighted average period of 1.7 years. 
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4—Income (Loss) per Common Share 

The following table provides the computations of basic and diluted income (loss) from continuing operations per 
common share and net income (loss) per common share: 

 Year ended December 31, 

 2009 2008 

 
(in thousands except 

per share data) 

Numerator:   
Loss from continuing operations......................................................  $ (2,167) $ (59, 936) 
Income (loss) from discontinued operations .....................................  (613) 5,873 
Gain on disposal of discontinued operations ....................................  — 15,913 

Net loss ...........................................................................................  $ (2,780) $  (38,150) 

 
Denominator:   
Shares used in net loss from continuing operations per common 

share—basic and diluted ..............................................................  4,598 4,540 

 
Income (loss) per common share—basic and diluted   

Continuing operations .................................................................  $   (0.47) $   (13.20) 
Discontinued operations ..............................................................  (0.13) 4.80 

Net loss per common share—basic and diluted ................................  $   (0.60) $     (8.40) 

All of the Company’s outstanding options were anti-dilutive for the years ended December 31, 2009 and 2008 due to 
the net loss position of the Company. 

5—Acquisition of Groove Mobile, Inc. 

On March 17, 2008, the Company acquired Groove Mobile, Inc., a Delaware corporation, (“Groove Mobile”), 
whose operations were based in Bedford, Massachusetts, for a total purchase price of $15.9 million, including total 
transaction costs and facility exit costs of approximately $1.4 million. 

Groove Mobile was a leading provider of mobile solutions for mobile operators and record labels.  Groove Mobile 
had 12 global mobile operator customers including Sprint, 3 UK and Bell Mobility as well as relationships with the major 
music labels including EMI, Sony BMG, Universal Music Group and Warner Music Group. 

In connection with the acquisition of Groove Mobile, the Company created an exit plan to vacate the Groove Mobile 
corporate headquarters and relocated employees to the LiveWire Mobile corporate headquarters.  In the first quarter of 2008, 
the Company recorded a facility exit cost of $0.3 million, which represents the estimated remaining net facility-related costs 
during the lease term. 

 The acquisition of Groove Mobile was accounted for as a purchase business combination.  Accordingly, the results 
of the operations of Groove Mobile were included with those of the Company for periods subsequent to the date of the 
acquisition.  The Company has allocated the purchase price based upon the fair values of the assets acquired and liabilities 
assumed on March 17, 2008. 
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A summary of the purchase price is as follows: 

 Amount 

 (in thousands) 

Cash paid ........................................................................................................  $   14,500 
Transaction costs.............................................................................................  1,117 
Facility exit costs ............................................................................................  311 

Total purchase price ........................................................................................  $   15,928 

The following table presents the allocation of the purchase price and the lives of the acquired intangible assets.  The 
acquired intangible assets are amortized over their estimated useful lives using the straight-line method. 

 Amount Estimated Life 

 (in thousands) (in years) 

Cash and cash equivalents .......................................................  $            868  
Accounts receivable ................................................................  794  
Prepaid expenses and other current assets ................................  290  
Fixed assets ............................................................................  743  
Core technology ......................................................................  7,500 2.8 
Customer relationships ............................................................  2,940 7.0 
Goodwill .................................................................................  5,747  

Total assets acquired ...........................................................  18,882  

Total liabilities assumed ......................................................  2,954  

Total net assets acquired ..................................................  $     15,928  

The unaudited financial information in the table below summarizes the combined results of operations of the 
Company and Groove Mobile, on a pro forma basis, as though the companies had been combined as of the beginning of 
2008.  The pro forma financial information is presented for comparative purposes only and is not necessarily indicative of the 
results of operations that actually would have been achieved if the acquisition had taken place at the beginning of 2008.  The 
pro forma financial information includes amortization charges from acquired intangible assets and adjustments to interest 
expense. 

(in thousands, except per share data)  
Year ended 

December 31, 2008 

 (unaudited) 

Revenue .....................................................................................................  $    16,620 
Loss from continuing operations.................................................................  $  (64,120) 
Loss from continuing operations per common share—basic and diluted ......  $    (14.12) 
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6—Goodwill and Other Intangible Assets 

The Company recorded goodwill and other intangible assets as a result of the acquisition of Groove Mobile in 
March 2008 and previous acquisitions.  The following table sets forth the change in the carrying amount of goodwill for the 
years ended December 31, 2009 and 2008: 

 December 31, 

 2009 2008 

 (in thousands) 

Goodwill at beginning of period ...........................................................  $        — $    5,427 
Additions to goodwill ...........................................................................  — 5,747 
Impairment of goodwill ........................................................................  — (11,048) 
Effect of foreign exchange ....................................................................  — (126) 

Goodwill at end of period .....................................................................  $        — $          — 

The Company performed its annual impairment assessment of goodwill at December 31, 2008.  The Company’s 
assessment for impairment included the determination of the fair value of the Company as a whole since it is considered the 
reporting unit to which all goodwill is allocated.  The Company estimated the fair value of the reporting unit utilizing 
industry accepted valuation techniques that included the present value of estimated future cash flows using a risk-adjusted 
discount rate, and a market multiple approach, which considered the Company’s market capitalization adjusted for a control 
premium.  These valuation techniques required significant judgments by management, including estimates and assumptions 
about the Company’s projected future operating results, discount rates, and long-term growth rates.  The Company’s 
forecasts of future revenue were based on expected future growth from new as well as existing customers, and historical 
trends.  In addition, the Company considered the expected gross margins attainable in the future and the required level of 
operating expenses needed to conduct our business. 

Step one of the impairment assessment resulted in the carrying value of the reporting unit exceeding the fair value. 
In step two of the impairment analysis, the Company compared the implied fair value of goodwill to its carrying value.  The 
implied fair value of goodwill was determined to be zero.  Consequently, the Company determined that goodwill was fully 
impaired resulting in an impairment charge of $11.0 million for the year ended December 31, 2008. 

 The Company performed an assessment of other intangible assets and long-lived assets as of December 31, 2008, 
and determined that a triggering event had occurred.  The continued market decline of the Company’s common stock during 
the fourth quarter of 2008 (a 75% decline during the fourth quarter of 2008), along with the anticipated impairment of 
goodwill, were indicators that the carrying value of our-long lived assets might not be recoverable.  The Company performed 
its assessment at the asset group level which represented the lowest level of cash flows that are largely independent of cash 
flows of other assets and liabilities.  For the Company, this asset grouping is at the reporting unit level and consists of 
acquired technology and customer relationships (which were recorded as a result of acquisitions), property and equipment, 
managed service assets, and long term deposits on leased space.  When performing this test at the reporting unit level, 
goodwill is included in the carrying value of the asset group.  The Company assessed the recoverability of the carrying value 
of our long-lived assets based on estimated undiscounted cash flows to be generated from such assets.  The carrying value of 
the reporting unit, including goodwill (prior to the goodwill impairment charge described above), was greater than the 
undiscounted cash flows, indicating an impairment.  The Company performed step two of the impairment test and determined 
there was a full impairment of our intangible assets and a partial impairment of the property and equipment and deposits, 
reducing those assets to their fair value.  The fair value was determined based on the price that a willing buyer would pay in 
an orderly liquidation of those assets.  As a result, the Company recorded an impairment charge of $9.6 million related to the 
intangible assets and $2.0 million related to other long-lived assets, including managed service assets of $1.1 million, 
property and equipment of $0.8 million and other long-lived assets of $0.1 million.  The Company also reassessed the 
depreciation method and remaining depreciable period for the property and equipment, and determined that no changes to the 
depreciation period or method were necessary. 

As of December 31, 2009 and 2008, the Company’s goodwill and other intangible assets had a zero balance. 
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In 2009, the Company received $111,000 in cash previously held in escrow from the Groove Mobile acquisition to 
settle certain outstanding claims by the Company and settled a claim of $52,000 relating to a vendor obligation from the 
Groove Mobile acquisition.  The $163,000 is recorded as a reduction to impairment charges of goodwill within operating 
expenses on the consolidated statement of income for the year ended December 31, 2009. 

The following table presents amortization expense of the acquired intangible assets for the years ended 
December 31, 2009 and 2008: 

  
Year ended 

December 31, 

 2009 2008 

 (in thousands) 

Cost of revenues ........................................................................................  $     — $  2,977 
Selling, general and administrative ............................................................  — 500 

Total amortization expense of intangible assets ..........................................  $     — $  3,477 

7—Restructuring and Other Related Charges 

For the year ended December 31, 2009, the Company recorded restructuring charges of $318,000 related to: 

• A cost reduction plan focused on streamlining its operations and eliminating certain fixed costs for the 
continued simplification of its ongoing business operations and standardization around its managed services 
business model.  These actions resulted in charges of approximately $1.0 million, including costs of $48,000 
relating to the acceleration of stock options to a former employee; and 

• A restructuring plan totaling approximately $0.9 million which consisted primarily of costs associated with a 
workforce reduction in June 2009 principally at its operations in India, with additional reductions of headcount 
in Littleton, Massachusetts, Canada and the U.K.; partially offset by the following: 

• Savings of $0.5 million related to changes in estimates associated with previously exited facilities; and   

 

• Savings of $1.1 million resulting from two real estate settlement agreements: (i) an agreement to assign its 
rights and obligations under an existing lease agreement that ran through May 2012 for 45,000 square feet of 
excess office space (and related sublease agreements) to a third party; and (ii) an amendment to its Lease 
Termination and Termination Payment Agreement dated December 2008 for a separate facility, providing for 
the settlement of any further termination payment obligations under that agreement.  The resulting net benefit to 
the Company’s consolidated statement of operations of approximately $1.1 million resulted from the 
elimination of $2.5 million in accrued restructuring and related liabilities offset by (i) the acceleration and 
payment of $850,000 (under the terms of the original Lease Termination and Termination Payment Agreement 
$773,000 was due on or before January 1, 2010 and approximately $23,000 was due monthly by October, 2009, 
November, 2009, and December 2009), (ii) forfeiture by the Company of a $500,000 building security deposit, 
and (iii) an additional net cash payment of approximately $39,000 related to the assignment of certain sub-
tenant obligations. 

For the year ended December 31, 2008, the Company recorded restructuring charges of approximately $7.9 million 
primarily related to: 

• A cost reduction plan which resulted in employee severance-related costs of approximately $0.4 million and 
facility exit costs of $0.4 million associated with synergies anticipated subsequent to the acquisition of Groove 
Mobile, Inc.; 

• Costs of approximately $0.4 million related to exited office space located at its former headquarters in 
Framingham, Massachusetts, $0.1 million related to consolidation of its French office, a $0.1 million facility  
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related charge relating to its London office, and the write down of $0.5 million of fixed assets, primarily 
consisting of leasehold improvements, associated with the exited spaces; 

• Employee related severance costs of $2.1 million in connection with the sale of its NMS Communications 
Platforms business to Dialogic, Inc. and in an effort to improve operating margins by eliminating roles and 
functions that were not necessary for the go-forward business; 

• Lease termination costs of $2.4 million, and write-offs of $0.9 million of leasehold improvements, related to 
exited space subsequent to the sale of the NMS Communications Platforms business; and 

• Cost reduction plans totaling approximately $0.5 million focused on streamlining its operations and eliminating 
certain fixed costs to better position the Company to improve operating margins in response to adverse market 
conditions experienced in 2008. 

The following table sets forth activity during the years ended December 31, 2009 and 2008, related to restructuring 
actions taken: 

 
Employee 

Related 
Facility 

Related 
Fixed Asset 

Write-offs Other Total 

 (in thousands) 

Restructuring accrual balance at January 1, 2008 .............................. $        — $    2,749 $         — $  — $    2,749 
Restructuring and other related charges............................................. 2,898 3,332 1,398 243 7,871 
Restructuring for a business combination .......................................... — 311 — — 311 
Cash payments ................................................................................. (1,251) (1,533) — — (2,784) 
Non-cash adjustment ........................................................................ — — — (243) (243) 
Write-off of property and equipment................................................. — — (1,398) — (1,398) 
Accretion of deferred rent ................................................................ — 47 — — 47 
Reclassification of deferred rent ....................................................... — 665 — — 665 

Restructuring accrual balance at December 31, 2008 ......................... 1,647 5,571 — — 7,218 
Restructuring and other related charges............................................. 1,733 (1,505) 90 — 318 
Cash payments ................................................................................. (3,265) (4,119) — — (7,384) 
Write-off of property and equipment................................................. — — (90) — (90) 
Accretion of deferred rent ................................................................ — 53 — — 53 

Restructuring accrual balance at December 31, 2009 ......................... $     115 $         — $         — $  — $       115 

Employee related restructuring liabilities are expected to be settled by June 2010. 

8—Business and Credit Concentration 

At December 31, 2009, four customers represented 30%, 21%, 20% and 11%, respectively, of the Company’s 
outstanding accounts receivable balance.  At December 31, 2008, two customers represented 39% and 26%, respectively, of 
the Company’s outstanding accounts receivable balance. 

During 2009, two customers represented 40% and 16%, respectively, of the Company’s total revenues.  During 
2008, three customers represented 24%, 18%, and 17%, respectively, of the Company’s total revenues. 

9—Marketable Securities 

The Company’s investments in marketable securities are classified as available-for-sale and are carried at fair value. 
As of December 31, 2009 and 2008, the Company’s marketable securities had a zero balance.  During the year ended 
December 31, 2008, the Company sold $7.6 million of short-term marketable securities.  As a result, the Company 
recognized $39,000 of gross realized gains and no gross realized losses for the year ended December 31, 2008.  There were 
no gross realized gains or losses from the sale of securities for the year ended December 31, 2009. 
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9—Marketable Securities (Continued) 

During the Company’s review of its marketable securities portfolio in the first quarter of 2008, the Company 
determined that the decline in the value of its investment in Verso common stock, issued to the Company in connection with 
the sale of the NI Business, was other-than-temporary as a result of Verso filing for bankruptcy in April 2008.  As a result, 
the Company recorded a $1.9 million impairment charge in other expense on the consolidated statement of operations during 
2008, resulting in a zero cost basis of the investment. 

10—Inventories 

Inventories were comprised of the following: 

 December 31, 

 2009 2008 

 (in thousands) 

Finished goods .........................................................................................  $ 1,179 $ 1,040 
Inventory at customer sites .......................................................................  — 347 

 1,179 1,387 
Write-down of inventory to lower of cost or market value .........................  (814) (669) 

Total inventory ........................................................................................  $    365 $    718 

Inventory at customer sites represents products that have not yet been accepted by the customer. 

11—Property and Equipment 

Property and equipment consisted of the following: 

 December 31, 

 2009 2008 

 (in thousands) 

Computer equipment ................................................................................  $   3,873 $   3,233 
Less accumulated depreciation .................................................................  (2,531) (2,173) 

Property and equipment, net .....................................................................  $   1,342 $   1,060 

Depreciation expense related to property and equipment was $571,000 and $1.5 million for the years ended 
December 31, 2009 and 2008, respectively. 

Included in the table above, as of December 31, 2009, the Company had $1.5 million, gross, of computer equipment, 
and $1.1 million of related accumulated depreciation under capital leases.  As of December 31, 2008, the Company had $1.0 
million, gross, of computer equipment, and $0.3 million of related accumulated depreciation under capital leases. 

The Company wrote off $90,000 of net property, plant and equipment relating to the closure of its operations in 
Bangalore, India.  As discussed in note 6 above, during the year ended December 31 2008, the Company recorded an 
impairment charge of $0.8 million of property, plant and equipment. 

12—Income Taxes 

The domestic and foreign components of income (loss) from continuing operations before income taxes as shown in 
the consolidated statements of operations are as follows: 

 Year ended December 31, 

  2009 2008 

  (in thousands) 

Domestic .........................................................................................  $    (398) $  (60,689) 
Foreign ............................................................................................  (1,472) 961 

 $ (1,870) $  (59,728) 
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12—Income Taxes (Continued) 

The domestic and foreign components of income tax expense related to continuing operations as shown in the 
consolidated statements of operations are as follows: 

 
Year ended 

December 31, 

  2009 2008 

  (in thousands) 

Current income tax expense (benefit):   
Federal ........................................................................................................  $   — $   — 
State............................................................................................................  14 4 
Foreign .......................................................................................................  152 248 

 166 252 

Deferred income tax expense (benefit):   
Federal ........................................................................................................  — — 
State............................................................................................................  — — 
Foreign .......................................................................................................  131 (44) 

 131 (44) 

Total income tax provision ..............................................................................  $ 297 $ 208 

The total income tax expense (benefit) for the years ended December 31, 2009 and 2008 is as follows: 

 
Year ended 

December 31, 

  2009 2008 

  (in thousands) 

   

Continuing operations .....................................................................................  $ 297 $ 208 
Discontinued operations ..................................................................................  — 634 

Total income tax provision ..............................................................................  $ 297 $ 842 

 

Significant components of the Company’s deferred tax assets (liabilities) as of December 31, 2009 and 2008 are as 
follows: 

 December 31, 

  2009 2008 

  (in thousands) 

Deferred tax assets (liabilities):   
Net operating loss carryforwards ...................................................................................................  $  126,002 $   126,595 
Research and development tax credit carryforwards .......................................................................  11,426 10,506 
Capital loss carryforwards .............................................................................................................  165 342 
Inventories ....................................................................................................................................  668 393 
Intangible assets ............................................................................................................................  14,983 17,063 
Accrued expenses ..........................................................................................................................  3,651 3,804 
Acquisition costs ...........................................................................................................................  304 310 
Other ............................................................................................................................................  174 2,766 

   157,373   161,779 
Fixed assets ...................................................................................................................................  (1,676) (1,237) 

Less: valuation allowance ..............................................................................................................  (155,697) (160,411) 

Net deferred taxes .........................................................................................................................  $            — $         131 
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 For U.S. federal income tax purposes, the Company has net operating loss carryforwards available to reduce taxable 
income of $325.2 million at December 31, 2009.  The Company’s ability to utilize its net operating loss carryforwards may 
be significantly limited - under the provisions of the Internal Code Section 382, certain changes in the Company’s ownership 
structure may result in a limitation on the amount of net operating loss carryforwards and research and development tax credit 
carryforwards that may be used in future years.  If certain transactions occur with respect to the Company’s capital stock, 
including issuances, redemptions, recapitalizations, exercises of options, conversions of convertible debt, purchases or sales 
by 5%-or-greater shareholders and similar transactions that result in a cumulative change of more than 50% of the ownership 
of capital stock, over a three-year period, as determined under rules prescribed by the U.S. Internal Revenue Code and 
applicable Treasury regulations, an annual limitation would be imposed with respect to the ability to utilize the Company’s 
net operating loss carryforwards and federal tax credits.  Similar provisions may exist for state tax purposes and vary by 
jurisdiction.  Because substantially all of the Company’s net operating loss carryforwards are reserved for by a valuation 
allowance, the Company would not expect an annual limitation on the utilization of its net operating loss carryforwards to 
significantly reduce its net deferred tax asset, although the timing of its cash flows may be impacted to the extent any such 
annual limitation deferred the utilization of its net operating loss carryforwards to future tax years.  These unutilized 
carryforwards begin to expire in 2010 if not used.  The Company also had foreign net operating loss carryforwards of 
$16.7 million.  As of December 31, 2009, the Company had $7.3 million of tax credits in the U.S. comprised of federal 
research and development tax credits and state and local credits.  These credits begin to expire in 2010.  The Company had 
Canadian investment tax credits of approximately $5.0 million.  These credits begin to expire in 2014 if not used. 

The Company has established a valuation allowance against net deferred tax assets in certain jurisdictions including 
the United States, because the Company believes that it is more likely than not that the tax assets in those jurisdictions will 
not be realized prior to their expiration.  During 2009, the deferred tax valuation allowance decreased by $4.7 million, 
primarily as a result of net operating losses and credits that expired in 2009. 

The Company will continue to assess the valuation allowance and to the extent it is determined that such allowance 
is no longer required, the tax benefit of the remaining net deferred tax assets would be recognized in the future. 
Approximately $7.4 million of the valuation allowance for deferred tax assets relates to benefits for stock option deductions, 
which, if realized, will be allocated to additional paid in capital. 

 At December 31, 2009, United States income taxes were not provided on permanently undistributed earnings for 
certain non-U.S. subsidiaries of approximately $2.7 million.  During the taxable year ended December 31, 2009, most of the 
Company’s foreign subsidiaries were liquidated or were deemed to have been liquidated for U.S. federal income tax 
purposes.  As such, the earnings of these foreign subsidiaries will be includable in the Company’s 2009 U.S. federal income 
tax return. 

Income tax expense is primarily due to foreign income and withholding taxes, and additional accruals for uncertain 
tax positions in 2008.  The Company conducts business globally and, as a result, the Company or one or more of its 
subsidiaries files income tax returns in the U.S. federal jurisdiction and various state and foreign jurisdictions.  In the normal 
course of business the Company is subject to examination by taxing authorities throughout the world.  With few exceptions, 
the Company is no longer subject to U.S. federal, state and local, or non-U.S. income tax examinations for years before 1999. 

A reconciliation of the beginning and ending amount of the Company’s uncertain tax positions is as follows: 

 
Year ended 

December 31, 

 2009 2008 

 (in millions) 

Beginning balance .......................................................................................................................................  $   1.0 $   0.6 
Additions:   

Tax positions for current year...............................................................................................................  — 0.2 
Tax positions for prior years ................................................................................................................  — 0.4 

Reductions:   
Settlements of prior year positions .......................................................................................................  (0.6) (0.2) 

Ending balance ............................................................................................................................................  $   0.4 $   1.0 
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    Changes in the Company’s  uncertain tax positions could have a material impact on the consolidated statement of 
operations in 2010 should the uncertainties be determined as foreign subsidiaries are closed. 

13—Accrued Expenses and Other Liabilities 

Accrued expenses and other liabilities consist of the following: 

 December 31, 

 2009 2008 

 (in thousands) 

Accrued compensation and related expenses ..............................................................................................  $   183 $ 1,603 
Deferred rent .............................................................................................................................................  191 148 
Royalties ...................................................................................................................................................  391 168 
Professional fees .......................................................................................................................................  443 1,296 
Other liabilities .........................................................................................................................................  359 426 

 $1,567 $ 3,641 

14—Indebtedness 

Credit Facility 

As of December 31, 2008, the Company had borrowed $2.6 million under a credit facility with Silicon Valley Bank 
(“SVB”).  The amount of the credit facility was $6.25 million with borrowings of up to 80% in the form of advances based 
on a portion of eligible accounts receivable.  Upon closing of the sale of the NMS Communications Platforms business in 
December 2008, the amount of the credit facility was reduced to $3.75 million, of which $3.0 million could be borrowed in 
the form of advances based on a portion of eligible accounts receivable.  Principal borrowings under the credit facility 
accrued interest at a floating per annum rate equal to SVB’s prime rate plus two percentage points. 

In the first quarter of 2009, the Company repaid the outstanding borrowings of $2.6 million.  The Company and 
SVB mutually terminated the credit facility on May 11, 2009. 

15—Employee Retirement Plan 

The Company has established an employee retirement plan under Section 401(k) of the Internal Revenue Code (the 
“401(k) plan”) covering all eligible full-time employees of the Company.  Contributions to the 401(k) plan are made by the 
participants to their individual accounts through payroll withholding.  Additionally, the 401(k) plan provides for the 
Company to make contributions to the 401(k) plan in amounts at the discretion of management.  For the year ended 
December 31, 2008, the Company matched contributions each pay period at 50% of the employee’s contributions up to 6% 
of employee’s compensation, not to exceed the federal limit of $15,500 per calendar year.  The employer contribution for the 
year ended December 31, 2008 was $0.3 million. Beginning in February 2009, the Company ceased making matching 
contributions to the 401(k) plan. The employer contributions for the year ended December 31, 2009 were $24,000. 

16—Equity 

Reverse Stock Split 

On December 18, 2009, a one-for-ten reverse split of the Company’s common stock became effective.  The reverse 
stock split automatically combined every ten shares of LiveWire Mobile, Inc. common stock into one share of common 
stock.  The impact of the stock split has been reflected in all periods presented in the financial statements. 
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Treasury Stock Transactions 

During 2009, in conjunction with the exercise of stock options, and during 2008, in conjunction with the exercise of stock 
options and issuance of stock under the employee stock purchase plan, the Company issued 6,854 and 29,880 treasury shares, 
respectively. 

Preferred Stock 

Under its restated certificate of incorporation, the Company has authorized 3,000,000 shares of preferred stock, par 
value $0.05 per share.  As of December 31, 2009 and 2008, the Company had no shares of preferred stock issued and 
outstanding.  In connection with its stockholder rights plan (see below), 15,000 of such shares have been designated 
“Series A Junior Preferred Stock”, none of which is issued and outstanding.  The Company’s board of directors has the 
authority to issue preferred stock in one or more classes or series and to fix the rights, preferences, privileges and restrictions 
thereof, including dividend rights, dividend rates, conversion rights, exchange rights, voting rights, terms of redemption, 
redemption prices, liquidation preferences and the number of shares constituting any class or series or the designation of such 
class or series, without any further action by the stockholders. 

Stockholders Rights Plan  

The Company’s Board of Directors adopted a Stockholders Rights Plan (“the Rights Plan”) on December 23, 1998, 
under which a dividend of one Common Stock Purchase Right (each a “Right”) was declared for and attached to each 
outstanding share of the Company’s Common Stock, $0.01 par value per share (“Common Stock”) held by stockholders of 
record as of January 4, 1999.  The Rights Plan was amended on April 22, 1999.  The Rights expired on December 23, 2008 
and were not renewed or replaced. 

17—Commitments and Contingencies 

Operating Leases 

The Company leases its current corporate office headquarters facilities under a lease extending to June 30, 2013.  
The Company occupies a technical support office in Montreal, Canada under a lease that expires within the next year.  Rental 
expenses under all operating lease agreements during the years ended December 31, 2009 and 2008 were approximately 
$580,000 and $1.1 million, respectively. 

Future minimum payments payable under operating leases are as follows as of December 31, 2009: 

 (in thousands) 

Fiscal Year  
2010 ...............................................................................................................  $       529 
2011 ...............................................................................................................  555 
2012 ...............................................................................................................  562 
2013 ...............................................................................................................  265 

Total minimum lease payments .......................................................................  $    1,911 

Capital Leases 

 In connection with the acquisition of Groove Mobile, the Company assumed certain capital lease obligations with 
future minimum payments of $0.5 million, of which $20,000 remains to be settled by June, 2010.  In addition, in 2008, the 
Company entered into capital lease obligations for the purchase of computer equipment with future minimum lease payments 
of $0.5 million, of which $340,000 remains to be settled by 2013. 
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Future minimum payments payable under capital leases are as follows as of December 31, 2009: 

 (in thousands) 

Fiscal Year  
2010 ............................................................................................................... $    213 
2011 ............................................................................................................... 147 
2012 ............................................................................................................... 26 
2013 ............................................................................................................... 9 

Total minimum lease payments ....................................................................... 395 
Less interest and taxes .................................................................................... (35) 

Present value of minimum payments ............................................................... 360 
Less current portion .................................................................................... (190) 

Long-term portion ....................................................................................... $    170 

Purchase Commitments 

Purchase obligations are open purchase orders defined as 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 pricing provisions; and the approximate timing of the transactions.  The Company had 
no other significant capital spending or purchase commitments other than facility leases, equipment leases and purchase 
orders of approximately $295,000, in the ordinary course of business. 

Litigation 

From time to time, the Company has been and may be a party to various legal proceedings incidental to its business.  
However, the Company has no material legal proceedings as of the date these financial statements were issued. 

Guarantees 

Prior to the sale of the Company’s NMS Communications Platforms business, certain products were generally sold 
with an 18-24 month warranty period.  Subsequent to the sale of the NMS Communications Platforms business in December 
2008, the Company’s products are generally sold with a twelve month warranty which is covered by the manufacturer. 
Accordingly, there are no warranty liability balances at December 31, 2009 and 2008. 

Changes in the aggregate warranty liability were as follows: 

 
Year ended 

December 31, 

 2009 2008 

 
(in thousands) 

 

Beginning balance ..........................................................................................  $  — $   400 
Provisions for warranty ..................................................................................  — 172 
Expenditures ..................................................................................................  — (201) 
Sale of warranty liability to Dialogic ..............................................................  — (371) 

Ending balance ..............................................................................................  $  — $     — 



 

27 

LiveWire Mobile, Inc. 

Notes to Consolidated Financial Statements (Continued) 

17—Commitments and Contingencies (Continued) 

Indemnification 

The Company enters into indemnification agreements with certain of its customers in its ordinary course of business. 
Pursuant to these agreements the Company agrees that in the event its products infringe upon any proprietary right of a third 
party, the Company will indemnify its customer against any loss, expense or liability from any damages that may be awarded 
against the customer.  Indemnifications related to infringement on intellectual property, such as the ones the Company has 
entered into, are considered guarantees and therefore these arrangements have been recorded at a fair value of zero as there 
have been no claims brought against the Company under such arrangements in the past five years. 

The Company provides indemnity, to the extent permitted by law, to its officers, directors, employees and agents for 
liabilities arising from certain events or occurrences while the officer, director, employee, or agent, is or was serving at the 
Company’s request in such capacity.  As a matter of practice, the Company maintains directors and officer liability insurance 
coverage. 

In connection with the sale of the NMS Communications Platforms business in December 2008, the Company had 
agreed to indemnify Dialogic until December 5, 2009 for a number of specified matters including the breach of any 
representations, warranties and covenants contained in the asset purchase agreement, and in some cases until the expiration of 
the applicable statute of limitations following the closing of the asset sale.  Under the agreement with Dialogic, $2.8 million 
of the purchase consideration was deposited into an escrow account to secure our indemnification obligations to Dialogic 
following the closing.  On December 4, 2009, the Company received the full amount of the escrow of $2.8 million. 
Additionally, in connection with the early release of the escrow, the Company entered into an amendment to the asset 
purchase agreement with Dialogic to provide a six month extension of representations and warranties related to an agreement 
in connection with the asset purchase.  The Company cannot predict the liabilities, if any, that may arise as a result of the 
amendment to the asset purchase agreement. 

18—Geographic Information 

 During the year ended December 31, 2009, the Company had operations established outside the United States - in 
India, the United Kingdom and Canada.  Its services and products are sold throughout the world through the Company’s 
direct sales force and channel partners.  The Company is exposed to the risk of changes in social, political and economic 
conditions inherent in foreign operations, and the Company’s results of operations and the value of its foreign assets are 
affected by fluctuations in foreign currency exchange rates. 

The following table presents the Company’s revenue and long-lived assets by geographic region.  Revenues by 
geographic region are presented by attributing revenues from external customers on the basis of where products are sold. 

 
Year ended 

December 31, 

 2009 2008 

 (in thousands) 
Revenues by geographic area   

Americas..........................................................................................  $10,004 $  5,373 
Europe, Middle East and Africa ........................................................  5,706 6,433 
Asia .................................................................................................  1,098 3,810 

Total revenues ..............................................................................  $16,808 $15,616 
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The following table includes information about the Company’s long-lived assets by geographic region as of: 

 December 31, 

 2009 2008 

 (in thousands) 

Long-lived assets by geographic area   
Americas ......................................................................................................  $1,342 $   943 
Europe, Middle East and Africa ....................................................................  — 2 
Asia..............................................................................................................  — 115 

Total long-lived assets ..............................................................................  $1,342 $1,060 

19—Fair Value Measurements  

The Company adopted accounting guidance relating to Fair Value Measurements as of January 1, 2008, to measure the 
fair value of certain of its financial assets required to be measured on a recurring basis.  Based on the observability of the 
inputs used in the valuation techniques, the Company is required to provide the following information according to the fair 
value hierarchy.  The fair value hierarchy ranks the quality and reliability of the information used to determine fair values.  
Financial assets and liabilities carried at fair value will be classified and disclosed in one of the following three categories:  

• Level 1 — Quoted prices in active markets for identical assets or liabilities.  

• Level 2 — Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted 
prices for similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are 
observable or can be corroborated by observable market data for substantially the full term of the assets 
or liabilities.  

• Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant 
to the fair value of the assets or liabilities.  

 As of December 31, 2009 and 2008, the Company’s cash and cash equivalents of $7.8 million and $19.3 million, 
respectively, are valued using quoted prices generated by market transactions involving identical assets, or Level 1 assets as 
defined.  

20—Subsequent Events 

On February 10, 2010, the Company’s Board of Directors declared a dividend of $0.20 per share of common stock 
for 2010.  The current dividend, payable on March 26, 2010 to shareholders of record as of the close of business on 
March 12, 2010, totaled $920,000. 

The Company has evaluated all subsequent events through March 31, 2010, the date the financial statements were 
available to be issued. 
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