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Item 8.01 Other Events

On July 17, 2009, NetLogic Microsystems, Inc. (“NetLogic”) completed the purchase of intellectual property and other
assets relating to IDT’s network search engine (the “NWD Assets”) business for approximately $100 million, which
included NSE inventory valued at approximately $10 million, subject to price adjustment based on a determination of
the actual amount of inventory within 45 days after the closing pursuant to an Asset Purchase Agreement dated April
30, 2009 (the “IDT NSE Acquisition”).

The terms of the acquisition were reported previously in NetLogic's Current Reports on Form 8-K filed on May 6,
2009 and July 20, 2009.

On June 4, 2009, NetLogic filed a shelf registration statement (333-159750) on Form S-3 relating to the offering of
Securities having an aggregate public offering price of up to $150 million pursuant to Rule 415 under the Securities
Act.  NetLogic is filing the unaudited condensed combined financial information and unaudited pro forma condensed
combined financial information related to the NWD Assets as of and for the specificd periods ended June 28, 2009
and June 30, 2009, respectively, as exhbits to this Current Report on Form 8-K in order to permit the incorporation by
reference of such financial information into the registration statement.

Item 9.01(a)Financial Statements of Business Acquired

The following unaudited condensed combined financial information is included in this document:

• Unaudited Statements of NWD Assets as of June 28, 2009 and Unaudited Statements of Revenues
and Expenses related to the NWD Assets for the three months ended June 28, 2009.

Item
9.01(b)

Pro Forma Financial Information

The following unaudited pro forma condensed combined financial information is included in this document:

• Unaudited Pro Forma Condensed Combined Consolidated Balance Sheet as of June 30, 2009 and
Unaudited Pro Forma Condensed Combined Consolidated Statements of Operations for the year
ended December 31, 2008 and for the six months ended June 30, 2009.
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ITEM 9.01 (a)FINANCIAL STATEMENTS OF BUSINESS ACQUIRED

INTEGRATED DEVICE TECHNOLOGY, INC.
UNAUDITED STATEMENTS OF NWD ASSETS

(in thousands)

June 28,
2009

Inventories $6,841
Machinery and equipment, net 479
Total NWD Assets $7,320

The accompanying notes are an integral part of these financial statements.
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INTEGRATED DEVICE TECHNOLOGY, INC.
UNAUDITED STATEMENTS OF REVENUES AND EXPENSES RELATED TO NWD ASSETS

(in thousands)

Fiscal
Quarter
Ended

June 28,
2009

Revenue $12,172
Costs and expenses:
Cost of revenues 5,263
Research and development 2,637
Selling, general and administrative 1,533
Restructuring 663
Total costs and expenses 10,096
Excess (Shortfall) of revenues over costs and expenses related to NWD Assets $2,076

The accompanying notes are an integral part of these financial statements.
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INTEGRATED DEVICE TECHNOLOGY, INC.
Notes to Financial Statements related to NWD Assets

Note 1
Overview and Basis of Presentation

Description of Transaction

On April 30, 2009, Integrated Device Technology, Inc. (“IDT” or the “Company”) signed a definitive agreement (the
“Agreement”) to divest certain assets related to its network search engine business (the “NWD Assets”) to NetLogic
Microsystems, Inc. The Company expects to complete this transaction on or about July 16, 2009. NetLogic is a
publicly-traded fabless semiconductor company that designs, develops and markets high performance
knowledge-based processors for a variety of advanced Internet, corporate and other networking systems.  The
purchase consideration consists of approximately $100 million, which includes the sale of inventory currently
estimated at $10 million and subject to adjustment after the closing date and the assumption of specified liabilities
related to these assets.  The Company’s NWD Assets are part of the Communication reportable segment.

In connection with the transaction, the Company will provide certain transitional services and supply certain network
search engine products to NetLogic for a limited time following the completion of the sale.

In accordance with Statement of Financial Accounting Standards (SFAS) 165, Subsequent Events (SFAS 165), the
Company has evaluated the period from June 28, 2009, through October 22, 2009 the date of the filing for subsequent
events.

Basis of Presentation

Fiscal Years:

The Company's fiscal year ends on the Sunday nearest March 31. Fiscal 2009, 2008, and 2007 each included 52 weeks
and ended on March 29, 2009, March 30, 2008 and April 1, 2007.

Financial Statement Preparation:

The accompanying financial statements of the NWD Assets as of June 28, 2009 and the revenues and expenses related
to the NWD Assets for the three months ended June 28, 2009 have been prepared for the purpose of complying with
the rules and regulations of the Securities and Exchange Commission. The NWD Assets were not operated as a
separate legal entity by the Company, but were an integrated part of the Company’s consolidated operations. The
Company has not historically prepared separate financial statements for the NWD Assets in accordance with generally
accepted accounting principles in the United States of America.

The accompanying financial statements have been derived from the historical records of the Company in order to
present statements of NWD Assets and statements of revenues and expenses related to the NWD Assets in accordance
with accounting principles generally accepted in the United States of America. These statements are not intended to be
a complete presentation of NWD Assets’ financial position or results of operations. The historical operating results of
the NWD Assets may not be indicative of their results in the future.

All cash flow requirements of the NWD Assets were funded by the Company and cash management functions were
not performed at the NWD Assets’ level. Therefore, a statement of cash flows, including cash flows from operating
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and financing activities, is not presented as the NWD Assets did not maintain a separate cash balance.

The statements of NWD Assets include only the specific assets that were sold in accordance with the terms of the
Agreement. The statements of revenues and expenses related to the NWD Assets include primarily the revenues and
expenses attributable to the development, design, manufacture, sale and distribution of the products comprising the
NWD Assets directly, including the allocation of certain indirect common costs, as described in Notes 2 and 3. The
statements also include restructuring, stock-based compensation and acquired intangible assets impairment charges
associated with the NWD Assets. Management believes that the allocations of direct and indirect costs are reasonable;
however, these allocated expenses are not necessarily indicative of costs that would be incurred on a stand-alone basis
due to economics of scale, differences in management judgment, or other factors. The statements of revenues and
expenses do not include interest income and expense, other non-operating income and expenses, income taxes or any
other indirect expenses not noted in Notes 2 and 3.

Use of Estimates:

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.
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Note 2
Summary of Significant Accounting Policies

Inventories.   Inventories are recorded at the lower of standard cost (which approximates actual cost on a first-in,
first-out basis) or market value.   Inventory held at consignment locations is included in finished goods inventory as
the Company retains full title and rights to the product.  Inventory valuation include provisions for obsolete and excess
inventory based on management’s forecasts of demand over specific future time horizons and reserves to value its
inventory at the lower of cost or market which rely on forecasts of average selling prices (ASPs) in future periods.

Photomask sets.    Photomask sets are stated at cost.  Photomask sets acquired in conjunction with mergers or
acquisitions are stated at estimated fair value at the time of acquisition.  For financial reporting purposes, photomask
sets are depreciated using the straight-line method over estimated useful lives of 2 years.

Revenue Recognition.  The Company’s revenue results from semiconductors sold through three channels: direct sales
to original equipment manufacturers (“OEMs”) and electronic manufacturing service providers (“EMSs”), consignment
sales to OEMs and EMSs, and sales through distributors.   The Company recognizes revenue when persuasive
evidence of an arrangement exists, delivery has occurred or services have been rendered, the price is fixed or
determinable, and our ability to collect proceeds is reasonably assured.  For direct sales, we recognize revenue in
accordance with the applicable shipping terms. Revenue related to the sale of consignment inventory is not recognized
until the product is pulled from inventory stock by the customer.

For distributors who have stock rotation, price protection and ship from stock pricing adjustment rights, the Company
defers revenue and related cost of revenues on sales to these distributors until the product is subsequently sold by the
distributor to an end-customer.  Subsequent to shipment to the distributor, the Company reduces product pricing
through price protection based on market conditions, competitive considerations and other factors.  Price protection is
granted to distributors on the inventory that they have on hand at the date the price protection is offered.  The
Company also grants certain credits to its distributors on specially identified portions of the distributors’ business to
allow them to earn a competitive gross margin on the sale of the Company’s products to their end customers.  As a
result of our inability to estimate these credits, we have determined that the sales price to these distributors is not fixed
or determinable until the final sale to the end-customer.

In the Asia Pacific region, we have distributors for which revenue is recognized upon shipment, with reserves
recorded for the estimated return and pricing adjustment exposures.   The determination of the amount of reserves to
be recorded for stock rotation rights requires the Company to make estimates as to the amount of product which will
be returned by customers within their limited contractual rights.  The Company utilizes historical return rates to
estimate the exposure in accordance with Statement of Financial Accounting Standards (SFAS) No. 48, Revenue
Recognition When Right of Return Exists (SFAS 48).  In addition, from time-to-time, the Company is required to give
pricing adjustments to distributors for product purchased in a given quarter that remains in their inventory.  These
amounts are estimated by management based on discussions with customers, assessment of market trends, as well as
historical practice.

Based on the terms in the agreements with our distributors and the application of this policy, the Company recognizes
revenue once the distributor sells our products to an end-customer for North American and European distributors and
recognizes revenue upon shipment to Japanese distributors and substantially all Asian distributors.

The Company includes shipping and handling costs billed to customers in net revenue.  The Company’s shipping and
handling costs are included in cost of revenue.
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Cost of Revenues. Cost of revenues includes all variable and fixed costs associated with manufacturing and testing the
product, including the cost of goods purchased from third parties, direct labor, packaging supplies, fixed costs such as
depreciation expense and excess and obsolete inventory charges. In addition, cost of revenues includes allocated costs
of certain indirect manufactory overhead, including indirect labor and support functions such as quality assurance,
manufactory accounting, logistics, information technology, shipping and handling costs and royalty expense.  As such,
allocations are based on various measures relevant to the expenses, including the percentage of revenue projections at
the beginning of each fiscal year and estimates of time devoted to activities for such expense and projected resources
utilized.
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Research and Development. Research and development expenses consist of costs related to the design and
development of new products and process technology and are expensed as incurred. Research and development
expenses also include certain expenses allocated to NWD Assets based upon management estimates of resources
utilized. Management estimates of resources utilized are based on various measures relevant to the expenses being
allocated, including estimates of time devoted to activities associated with the NWD Assets and percentage of
revenue.

Selling, General and Administrative. Selling, general and administrative expenses consist primarily of costs related to
product management, market planning, market operations and advertising. In addition, selling, general and
administrative expenses include the allocation of certain corporate sales and marketing expenses based upon
management estimates of resources utilized. Management estimates of resources utilized are based on various
measures relevant to the expenses being allocated, including estimates of time devoted to activities associated with the
NWD Assets and percentage of revenue.

Corporate Overhead Cost. Research and development and selling, general and administrative expenses include
allocations for certain corporate-related activities incurred by the Company such as information technology, finance
and accounting, human resources, procurement activities, legal and sales and marketing support, profit sharing plan
and incentive compensation program.  These costs have been allocated to the NWD Assets using estimates that
management believes to be a fairly reflection of the utilization of services provided to or benefits received by NWD
assets.  The allocation methods vary, and are based on headcount, square footage occupied, management estimates of
resources utilized and on the percentage of revenue projections at the beginning of each fiscal year.

Stock-based Compensation. The fair value of employee restricted stock units is equal to the market value of the
Company’s common stock on the date the award is granted.  The Company estimates the fair value of employee stock
options and the rights to purchase shares under the employee stock purchase plans using the Black-Scholes valuation
model, consistent with the provisions of  Statement of Financial Accounting Standards No. 123 (revised
2004),  Share-Based Payment (SFAS 123(R)).  Option-pricing models require the input of highly subjective
assumptions, including the expected term of options, the determination of risk-free interest rates, and the expected
price volatility of the stock underlying such options.  In addition, the Company is required to estimate the number of
stock-based awards that will be forfeited due to employee turnover based on historical trends.  

The Company updates the expected term of stock option grants annually based on its analysis of the stock option
exercise behavior over a period of time. The interest rate is based on the average U.S. Treasury interest rate in effect
during the applicable quarter.  The Company believes that the implied volatility of its common stock is an important
consideration of current market conditions and a good indicator of the expected volatility of its common
stock.  However, due to the limited volume of options freely traded over the counter, the Company believes implied
volatility, by itself, it is not representative of the expected volatility of its common stock.  Therefore, upon adoption of
SFAS 123(R) on April 3, 3006, the Company revised the volatility factor used to estimate the fair value of its
stock-based awards, which now reflects a blend of historical volatility of its common stock and implied volatility of
call options and dealer quotes on call options, generally having a term of less than twelve months.  The Company has
not paid, nor does it have current plans to pay dividends on its common stock in the foreseeable future.

Product Warranty.    The Company maintains a reserve for obligations it incurs under its product warranty program.
The standard warranty period offered is one year, though in certain instances the warranty period may be extended to
as long as two years.  Management estimates the fair value of its warranty liability based on actual past warranty
claims experience, its policies regarding customer warranty returns and other estimates about the timing and
disposition of product returned under the program. The total warranty accrual was immaterial as of June 28, 2009.
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Note 3
Allocation of Indirect Costs

As described in Note 2, the Company allocated certain indirect costs to the accompanying statements of revenues and
expenses related to the NWD Assets. The following table summarizes the allocated amounts:

Fiscal
Quarter
Ended

(in thousands)
June 28,

2009

Cost of revenues $280
Research and development 281
Selling, general and administrative 927
Total allocated indirect costs $1,488

Note 4
Stock-Based Employee Compensation

Compensation Expense

Effective April 3, 2006, the Company adopted the provisions of Statement of Financial Accounting Standards (‘SFAS’)
No. 123(R), ‘Share-Based Payment’ which requires the Company to measure and recognize compensation expenses for
all stock-based payment awards, including employee stock options, restricted stock units (RSUs) and rights to
purchase shares under employee stock purchase plans (ESPP), based on their estimated fair value and recognize the
costs in the financial statements over the employees’ requisite service periods.

The following table summarizes stock-based compensation expense by line items appearing in the NWD’s Statements
of Revenues and Expenses:

Fiscal
Quarter
Ended

(in thousands)
June 28,

2009

Research and development $(81 )
Selling, general and administrative (35 )
Total allocated indirect costs $(116 )

Stock-based compensation expense recognized in the Statements of Revenues and Expenses Related to NWD Assets
is based on awards ultimately expected to vest and is for all share-based payment awards granted to the direct
employees of NWD assets under the Company’s equity incentive programs. SFAS 123(R) requires forfeitures to be
estimated at the time of grant and revised, if necessary, in subsequent periods if actual forfeitures differ from those
estimates. The Company attributes the value of stock-based compensation to expense on an accelerated method.

Valuation Assumptions
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The Company uses the Black-Scholes option-pricing model as its method of valuation for stock-based awards granted
beginning in fiscal 2007. The Company’s determination of the fair value of stock-based payment awards on the date of
grant using an option-pricing model is affected by the Company’s stock price as well as assumptions regarding a
number of subjective variables. These variables include, but are not limited to the Company’s expected stock price
volatility over the term of the awards, as well as the expected term of the awards.  The valuation assumptions used and
the weighted average grant date fair value resulting from these assumptions for NWD Assets are consistent with those
reported in the Company’s quarterly report on Form 10-Q for the first quarter of fiscal 2010.

Fiscal
Quarter
Ended

June 28,
2009

Stock option plans:
Expected Term 4.66 years
Risk-free interest rate 2.09 %
Volatility 46.6 %
Dividend Yield 0.0 %
Weighted average grant-date fair value $2.08
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Note 5
Restructuring

In March 2009, after careful consideration of the market, revenue and prices for search engines, the Company decided
to restructure the NWD business.  As part of this restructuring action, the Company reduced approximately 56
positions in this business.  The Company recorded restructuring expense of $2.1 million for severance payments,
payments under federal, state and province notice statutes and retention and other benefits associated with this
restructuring action in fiscal 2009, of which $0.5 million was paid in fiscal 2009. Currently, the Company expects to
complete this restructuring action and pay the outstanding amount in the second quarter of fiscal 2010.

Note 6
Balance Sheet Detail

(in thousands)
June 28,

2009

Inventories
Work-in-process $4,998
Finished goods 1,843
Total inventories $6,841

Machinery and equipment, net
Photomasks $8,988
Less: accumulated depreciation (8,509 )
Total photomasks, net $479

Note 7
Subsequent Events

On July 17, 2009, the Company completed the sale of certain assets related to its network search engine business (the
"NWD Assets") to NetLogic Microsystems, Inc ("Netlogic"), pursuant to an Asset Purchase Agreement by and
between the Company and NetLogic dated April 30, 2009 (the "Agreement"). Upon closing of the transaction,
NetLogic paid the Company $100 million in cash consideration, which included inventory valued at approximately
$10 million (subject to adjustment) and assumed specified liabilities related to these assets.
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ITEM 9.01 (b)PRO FORMA FINANCIAL INFORMATION

    The following unaudited pro forma condensed combined consolidated balance sheet gives the effect of the purchase
by NetLogic Microsystems, Inc. of intellectual property and other assets relating to Integrated Device Technology,
Inc.’s (“IDT”) network search engine (“NSE”) business for $100 million, including approximately $10 million in NSE
inventory, pursuant to an Asset Purchase Agreement dated April 30, 2009 (the “IDT NSE Acquisition”).

The transaction was accounted for as a business combination under Statement of Financial Accounting Standards No.
141(R), Business Combinations (“SFAS 141(R)”) , and accordingly, the total estimated purchase price, calculated as
described in Note 1 to these unaudited pro forma condensed combined consolidated financial information, is allocated
to the net tangible and intangible assets, and goodwill of the IDT NSE business in connection with the asset purchase
agreement, based on the estimated fair values as of the completion of the acquisition. In accordance with SFAS No.
141(R), we are required to recognize the assets acquired, and the liabilities assumed, at their fair values as of the
acquisition date.  Significant assumptions and estimates have been made in determining the purchase price and the
allocation of the purchase price in the unaudited pro forma condensed combined financial statements.  These
preliminary estimates and assumptions are subject to change during the purchase price measurement period as we
finalize the valuations of the net tangible assets and intangible assets.  In particular, the final valuation of identifiable
intangible assets and associated tax effects may change significantly from our preliminary estimates.  These changes
could result in material variances between our future financial results and the amounts presented in these unaudited
condensed combined financial statements, including variances in fair value recorded, as well as expenses associated
with these items.

The NSE business was not operated as a stand-alone business, but was an integrated part of IDT’s consolidated
business. As such, no separate audited financial statements of the NSE assets acquired have ever been prepared and
IDT did not maintain the distinct and separate accounts necessary to prepare the full financial statements of its NSE
business. The statements of NSE assets acquired include only the specific assets related to the NSE business that were
sold to NetLogic. The statements of revenues and expenses related to the NSE business include the net revenues and
operating expenses directly attributable to the development, manufacture, sale and distribution of NSE products as
well as an allocation of corporate research and development, selling, general and administrative expenses. IDT
management believes that the allocations are reasonable; however, these allocated expenses are not necessarily
indicative of costs that would be incurred on a stand-alone basis due to economies of scale, differences in management
judgment, a requirement for more or fewer employees, and other factors. Future results of operations and financial
position could differ materially from the historical amounts presented herein. The statements of revenues and
expenses related to the NSE business do not include interest income, income taxes or any other indirect expenses not
noted above. Complete financial statements for the NSE business were not prepared as the NSE business did not
solely constitute a separate reportable segment of IDT and therefore it was impracticable to prepare full financial
statements as required by Rule 3-05 of Regulation S-X.

The unaudited pro forma condensed combined consolidated balance sheet as of June 30, 2009 gives effect to the
purchase as if it had occurred on June 30, 2009 and combines the historical balance sheet of NetLogic at June 30,
2009 and the statement of NWD assets at June 28, 2009. The NetLogic unaudited condensed consolidated balance
sheet information was derived from its Quarterly Report on 10-Q for the three months ended June 30, 2009. The
statement of NWD assets was derived from the unaudited statement of assets provided by IDT as of June 29, 2009 and
included herein.

The unaudited pro forma condensed combined consolidated statement of operations for the year ended December 31,
2008 and the six months ended June 30, 2009 gives effect to the purchase as if it had occurred on January 1,
2008.  Due to the different fiscal period ends of NetLogic and the NWD Assets, the unaudited pro forma condensed

Edgar Filing: NETLOGIC MICROSYSTEMS INC - Form 8-K

14



combined consolidated statement of operations for the year ended December 31, 2008 combines the historical
statement of operations of NetLogic for the year ended December 31, 2008 and the statement of revenues and
expenses related to NWD assets for the fiscal year ended March 29, 2009.  Revenue and net loss for the NWD Assets
for the three months ended March 29, 2009 was $8,231,000 and $5,986,000, respectively.  The unaudited pro forma
condensed combined consolidated statement of operations for the six months ended June 30, 2009 combines the
historical statement of operations of NetLogic for the six months ended June 30, 2009 and the statement of revenues
and expenses related to NWD assets for the six months ended June 28, 2009.  The NetLogic condensed consolidated
statement of operations information for the year ended December 31, 2008 was derived from the consolidated
statements of operations included in its Annual Report on 10-K for the year ended December 31, 2008. The NetLogic
condensed consolidated statement of operations information for the six months ended June 30, 2009 was derived from
its Quarterly Report on Form 10-Q for the three months ended June 30, 2009. The statement of revenues and expenses
related to NWD assets was derived from the audited statements of revenues and expenses related to NWD assets for
the fiscal year ended March 29, 2009 included in our Form 8-K filed on July 20, 2009, and unaudited statement of
revenues and expenses related to NWD assets for the three months ended June 28, 2009 prepared by IDT.

    The unaudited pro forma condensed combined consolidated financial statements have been prepared by NetLogic
management for illustrative purposes only and are not necessarily indicative of the condensed consolidating financial
position or the results of operations in future periods or the results that actually would have been realized had
NetLogic and the NSE business been operating as a combined company during the specified periods. The pro forma
adjustments are based on the information available at the time of the preparation of these statements. The unaudited
pro forma condensed combined consolidated financial statements, including any notes thereto, are qualified in their
entirety by reference to, and should be read in conjunction with, the historical consolidated financial statements of
NetLogic included in its Form 10-K for the fiscal year ended December 31, 2008 and Form 10-Q for the three months
ended June 30, 2009 filed with the Securities and Exchange Commission.
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NETLOGIC MICROSYSTEMS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED BALANCE SHEET

AT JUNE 30, 2009
(in thousands)

Historical
NetLogic

at June 30,
2009

NWD Assets
at June 28,

2009

Pro Forma
Adjustments

(Note 2)
Pro Forma
Combined

ASSETS
Current assets:
Cash and cash equivalents $ 88,263 $ - $ (63,000 )  (a) $ 25,263
Accounts receivables, net 7,995 - - 7,995
Inventories 9,656 6,841 4,800  (b) 21,297
Deferred income taxes 2,897 - - 2,897
Prepaid expenses and other current assets 6,874 - - 6,874
Total current assets 115,685 6,841 (58,200 ) 64,326
Property and equipment, net 7,918 479 - 8,397
Goodwill 68,712 - 25,080  (c) 93,792
Intangible asset, net 32,888 - 62,800  (c) 95,688
Other assets 21,142 - 215  (d) 21,357
Total assets $ 246,345 $ 7,320 $ 29,895 $ 283,560
LIABILITIES AND STOCKHOLDERS'
EQUITY
Current liabilities
Accounts payable $ 9,551 $ - $ - $ 9,551
Accrued liabilities 13,212 - 665  (d) 13,877
Deferred margin 536 - - 536
Notes payable, current - - 10,000  (e) 10,000
Software licenses and other obligations,
current 3,425 - - 3,425
Total current liabilities 26,724 - 10,665 37,389
Line of credit, long-term - - 7,000  (e) 7,000
Notes payable, long-term - - 20,000  (e) 20,000
Software licenses and other obligations,
long-term 1,145 - - 1,145
Other liabilities 9,720 - - 9,720
Total liabilities 37,589 - 37,665 75,254
Stockholders' equity
Common stock 222 - - 222
Additional paid-in capital 290,588 - - 290,588
IDT's investment in NSE business - 7,320 (7,320 )  (f) -
Accumulated deficit (82,054 ) - (450 )  (d) (82,504 )
Total stockholders' equity 208,756 7,320 (7,770 ) 208,306
Total liabilities and stockholders' equity $ 246,345 $ 7,320 $ 29,895 $ 283,560
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See accompanying notes to the unaudited pro forma condensed combined consolidated financial statements.
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NETLOGIC MICROSYSTEMS, INC
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2008
(in thousands, except per share amounts)

Historical

NetLogic for
Year Ended

December 31,
2008

NWD Assets
for

Year Ended
March 29,

2009

Pro Forma
Adjustments

(Note 2)
Pro Forma
Combined

Revenue $ 139,927 $ 63,591 $ - $ 203,518
Cost of revenue 61,616 38,692 8,804  (g) 109,112
Gross profit 78,311 24,899 (8,804 ) 94,406
Total costs and expenses:
Research and development 51,607 18,727 - 70,334
Selling, general and administrative 26,567 8,093 - 34,660
Restructuring costs - 2,147 - 2,147
Intangible asset impairment - 262 - 262
Total costs and expenses 78,174 29,229 - 107,403
Income (loss) from operations 137 (4,330 ) (8,804 ) (12,997 )
Interest and other income (expense), net 1,503 - (2,285 )  (h) (782 )
Income (loss) before income taxes 1,640 (4,330 ) (11,089 ) (13,779 )
Benefit from income taxes (1,937 ) - (868 )  (i) (2,805 )
Net income (loss) $ 3,577 $ (4,330 ) $ (10,221 ) $ (10,974 )
Net income (loss) per share - Basic $ 0.17 $ (0.51 )
Net income (loss) per share - Diluted $ 0.16 $ (0.51 )
Shares used in calculation - Basic 21,472 21,472
Shares used in calculation - Diluted 22,314 (842 ) (j) 21,472

See accompanying notes to the unaudited pro forma condensed combined consolidated financial statements.
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NETLOGIC MICROSYSTEMS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED STATEMENT OF OPERATIONS

FOR THE SIX MONTHS ENDED JUNE 30, 2009
(in thousands, except per share amounts)

Historical

NetLogic for
Six Months

Ended
June 30,

2009

NWD
Assets for

Six Months
Ended

June 28,
2009

Pro Forma
Adjustments

(Note 2)
Pro Forma
Combined

Revenue $ 62,851 $ 20,403 $ - $ 83,254
Cost of revenue 27,531 11,458 4,402  (h) 43,391
Gross profit 35,320 8,945 (4,402 ) 39,863
Total costs and expenses:
Research and development 26,334 6,336 - 32,670
Selling, general and administrative 14,172 3,447 - 17,619
Acquisition-related costs 1,335 - - 1,335
Restructuring costs - 2,810 - 2,810
Intangible asset impairment - 262 - 262
Total costs and expenses 41,841 12,855 - 54,696
Loss from operations (6,521 ) (3,910 ) (4,402 ) (14,833 )
Interest and other income (expense), net 419 - (898 )  (h) (479 )
Loss before income taxes (6,102 ) (3,910 ) (5,300 ) (15,312 )
Provision for (benefit from) income taxes (29 ) - (385 )  (i) (414 )
Net loss $ (6,073 ) $ (3,910 ) $ (4,915 ) $ (14,898 )
Net loss per share - Basic $ (0.28 ) $ (0.68 )
Net loss per share - Diluted $ (0.28 ) $ (0.68 )
Shares used in calculation - Basic 21,883 21,883
Shares used in calculation - Diluted 21,883 21,883

 See accompanying notes to the unaudited pro forma condensed combined consolidated financial statements.
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NETLOGIC MICROSYSTEMS, INC.
NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED FINANCIAL

INFORMATION

1. PURCHASE PRICE ALLOCATION

Preliminary Fair Value of Consideration Transferred

    On July 17, 2009, we purchased intellectual property and other assets relating to the network search engine business
of Integrated Device Technology, Inc., or IDT, which we refer to as the NWD Assets, for $100 million, including
approximately $10 million in inventory, pursuant to an Asset Purchase Agreement dated April 30, 2009.  The
inventory acquired was subject to post-closing adjustments, pursuant to the asset purchase agreement. For purposes of
this pro forma presentation, the purchase consideration was estimated to be $100 million.

Preliminary Allocation of Consideration Transferred

    The acquisition was accounted for as a business combination under SFAS 141(R).  The estimated total purchase
price of $100 million was allocated to the net tangible and intangible assets based on their fair values as of the date of
the completion of the acquisition as follows (in thousands):

Inventory $11,641
Machinery and equipment, net 479
Amortizable intangible assets:
Composite intangible assets 62,800
Goodwill 25,080
Total $100,000

    As of the effective date of the acquisition, inventories are required to be measured at fair value. The preliminary fair
value adjustment to inventory of $4.8 million was based on assumptions applied at an aggregate level to the June 30,
2009 NWD Assets inventory balance. In estimating the fair value of the NWD Assets inventory as of June 30, 2009,
we made assumptions about projected selling prices and the remaining selling and manufacturing efforts associated
with the inventory. We assumed that (1) $4.8 million of the inventory balance was work-in-progress (based on the
portion of inventory represented by work-in-progress as of March 31, 2009), (2) work-in-progress represents 75% of
completed cost, (3) selling prices would yield gross margins consistent with actual gross margins of approximately
40% earned by IDT during its fiscal year ended March 31, 2009, (4) $1.8 million of remaining selling and
manufacturing efforts associated with the inventory (based on management’s assumption that work-in-progress
represents 75% of completed cost, and NetLogic’s incremental third-party selling costs during the first half of 2009),
and (5) a profit allowance of $0.6 million (based on management’s assumption of a reasonable margin).

    Composite intangible assets consist of products which have reached technological feasibility and include IDT’s
search accelerator, network search engine and route accelerator product families. The value of the developed
technology was determined by discounting estimated net future cash flows of these products. Composite intangible
assets are comprised of existing technology and customer relationships. Because no future products were planned in
the business acquired, and market participants would continue to sell products solely under existing relationships until
the products are obsolete, both components of the asset are deemed to have the same useful lives and treated as a
composite asset. There are six composite assets, each represented by a product line with its own fair value supported
by an underlying cashflow projection. Their respective useful lives of 2 to 9 years are based on the period of
remaining significant cashflow streams by product. We are amortizing these composite intangible assets on a

Edgar Filing: NETLOGIC MICROSYSTEMS INC - Form 8-K

20



straight-line basis over the respective estimated lives.

    Of the total estimated purchase price paid at the time of acquisition, approximately $25.1 million has been allocated
to goodwill. Goodwill represents the excess of the purchase price of an acquired business over the fair value of the
underlying net tangible and intangible assets and is deductible for tax purposes. Among the factors that contributed to
a purchase price in excess of the fair value of the net tangible and intangible assets were expected benefits from
economies of scale by combining the NWD Assets with our business. In accordance with SFAS 142, goodwill will not
be amortized but instead be tested for impairment at least annually and more frequently if certain indicators of
impairment are present. In the event that management determines that the value of goodwill has become impaired, we
will record an impairment charge during the fiscal quarter in which the determination is made.

    On June 19, 2009, NetLogic and its material subsidiaries entered into a credit agreement with a group of financial
institutions to provide $55 million of new credit facilities for a three-year term. The credit facilities consist of a $25
million senior secured revolving credit facility and $30 million of senior secured term loans. The proceeds of the loans
financed a portion of the purchase consideration for the NWD Assets. Borrowings under the credit facility bear
interest at annual rate equal to the higher of the leading bank’s prime rate or the Federal Funds Effective Rate, as
published by the Federal Reserve Bank of New York, plus 0.50% plus a margin ranging from 0.50% to 1.75%.
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2. PRO FORMA ADJUSTMENTS

The pro forma adjustments, included in the unaudited pro forma condensed combined consolidated balance sheet and
statement of operations, are as follows:

(a) To record payment of estimated cash consideration of the acquisition of the NWD Assets of
$100,000,000, net of proceeds from the facility drawdown of $37,000,000 to partially finance
the acquisition of the NWD Assets at close.

(b) To record acquired finished good and work-in-progress inventories at estimated selling prices
less selling cost.

(c) To record acquired intangible assets and goodwill resulting from the transaction.

(d) To record NetLogic’s direct acquisition costs payable of $450,000 and direct financing costs
payable of $215,000 for legal, accounting, valuation and other professional services.  Direct
acquisition costs are charged to the accumulated deficit.  Direct financing costs are included as
deferred charges.

(e) To record drawdown of $30,000,000 in notes payable and $7,000,000 under a line of credit
arrangement.

(f) To eliminate IDT’s investment in the NWD Assets.

(g) To record the amortization of intangible assets arising from the acquisition of the NWD Assets.

Estimated
Value

Expected
Life

Expense for
Twelve
Months
Ended

December 31,
2008

Expense for 
Six Months

Ended
June 30,

2009
(in thousands, except for expected life data)

CG2-CR $ 400 2 years $ 200 $ 100
Toy CAM 300 2 years 150 75
CG2 6,000 5 years 1,200 600
CG4 5,900 6 years 983 492
Block Ternary 7,800 5 years 1,560 780
Non-Cisco 42,400 9 years 4,711 2,355
Total $ 62,800 $ 8,804 $ 4,402

(h) To record the amortization of deferred charges, accretion of debt discounts and estimated
interest expenses in connection with debt financing of the acquisition.  Deferred charges are
amortized on a straight-line basis over the contractual term of the facility.  The debt discount is
accreted on the effective interest rate method over the contractual term of the notes
payable.  Interest expense is estimated based on current rates and is subject to market rate
fluctuations during the facility term.
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Estimated
Value

Expected
Life

Expense for
Twelve
Months
Ended

December 31,
2008

Expense for
Six Months

Ended
June 30,

2009
(in thousands, except for expected life data)

Amortization of deferred charges $ 513 3 years $ 171 $ 86
Accretion of debt discounts 375 3 years 202 72
Interest expense 1,912 740
Total $ 2,285 $ 898

(i) Adjustment to record the income tax impact of the pro forma adjustments at the weighted
average estimated statutory income tax rates of 8% for the six months ended June 30, 2009 and
8% for the year ended December 31, 2008, applicable to the jurisdictions in which the pro
forma adjustments are expected to be recorded.

(j) Adjustment to remove the effect of potential common shares due to the diluted net loss per
share being presented.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

NETLOGIC MICROSYSTEMS, INC.

Date: October 22, 2009 By: /s/ Michael Tate
Michael Tate
Chief Financial Officer
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