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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

(Mark One)

< QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended September 30, 2011

or

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission file number 0-27275

Akamai Technologies, Inc.
(Exact name of registrant as specified in its charter)

Delaware 04-3432319
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

8 Cambridge Center

Cambridge, MA 02142

(617) 444-3000

(Address, Including Zip Code, and Telephone Number,

Including Area Code, of Registrant’s Principal Executive Offices)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 (the “Exchange Act”) during the preceding 12 months (or for such shorter period
that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
90 days. Yes x No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No ~
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
Large accelerated filer x Accelerated filer o Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting
company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x
The number of shares outstanding of the registrant’s common stock as of November 4, 2011: 179,431,186 shares.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

AKAMAI TECHNOLOGIES, INC.
CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

September 30, December 31,

2011 2010

(In thousands,

except share data)
ASSETS
Current assets:
Cash and cash equivalents $355,599 $231,866
Marketable securities (including restricted securities of $51 and $272 at September
30, 2011 and December 31, 2010, respectively) 331,967 375,005
Accounts receivable, net of Feserves of $5,676 and $5,232 at September 30, 2011 and 182,665 175.366
December 31, 2010, respectively
Prepaid expenses and other current assets 47,085 48,029
Deferred income tax assets 7,163 28,201
Total current assets 924,479 858,467
Property and equipment, net 285,476 255,929
Marketable securities (including restricted securities of $45 at September 30, 2011
and December 31, 2010) 503,429 636,531
Goodwill 452,914 452914
Other intangible assets, net 49,702 62,456
Deferred income tax assets 76,747 75,226
Other assets 9,210 11,153
Total assets $2,301,957 $2,352,676
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $30,349 $26,375
Accrued expenses and other current liabilities 85,265 94,661
Deferred revenue 23,201 23,808
Accrued restructuring 63 307
Total current liabilities 138,878 145,151
Other liabilities 38,013 26,278
Deferred revenue 3,055 3,642
Total liabilities 179,946 175,071
Commitments, contingencies and guarantees (Note 15)
Stockholders’ equity:
Preferred stock, $0.01 par value; 5,000,000 shares authorized; 700,000 shares
designated as Series A Junior Participating Preferred Stock; no shares issued or — —
outstanding
Common stock, $0.01 par value; 700,000,000 shares authorized; 194,682,252 shares
issued and 179,519,564 shares outstanding at September 30, 2011 and 192,383,121 1,947 1,924
shares issued and 186,603,380 shares outstanding at December 31, 2010
Additional paid-in capital 5,025,797 4,970,278
Accumulated other comprehensive income (loss) (9,299 ) (5,741 )
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Treasury stock, at cost, 15,162,688 shares at September 30, 2011 and 5,779,741

shares at December 31, 2010 (406,662 ) (158,261 )

Accumulated deficit (2,489,772 ) (2,630,595 )
Total stockholders’ equity 2,122,011 2,177,605
Total liabilities and stockholders’ equity $2,301,957 $2,352,676

The accompanying notes are an integral part of the consolidated financial statements.
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AKAMAI TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

For the Three Months

Ended September 30,

2011 2010

(In thousands,

except per share data)
Revenues $281,856  $253,551
Costs and operating expenses:
Cost of revenues 93,284 77,812
Research and development 13,542 14,235
Sales and marketing 54,520 55,603
General and administrative 50,834 42,729
Amortization of other intangible assets 4,185 4,130
Restructuring charge 158 —
Total costs and operating expenses 216,523 194,509
Income from operations 65,333 59,042
Interest income 2,703 2,809
Interest expense — (222
Other expense, net (188 ) (1,366
Gain on investments, net 299 49
Loss on early extinguishment of debt — —
Income before provision for income taxes 68,147 60,312
Provision for income taxes 25,862 20,603
Net income $42.285 $39,709
Net income per weighted average share:
Basic $0.23 $0.22
Diluted $0.23 $0.21
Shares used in per share calculations:
Basic 183,085 181,457
Diluted 185,704 191,271

The accompanying notes are an integral part of the consolidated financial statements.

For the Nine Months
Ended September 30,
2011 2010
$834,798  $738,898
271,999 217,126
37,142 40,991
160,722 160,474
140,710 125,986
12,754 12,390
158 —
623,485 556,967
211,313 181,931
8,675 9,321

) — (1,549 )

) (1,330 ) (1,319 )
383 297
— (294 )
219,041 188,387
78,218 69,677
$140,823  $118,710
$0.76 $0.68
$0.74 $0.63
185,515 175,292
189,089 190,254
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AKAMAI TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Stock-based compensation expense

Provision for deferred income taxes, net

Amortization of deferred financing costs

Provision for doubtful accounts

Excess tax benefits from stock-based compensation

Loss on investments and disposal of property and equipment, net
Non-cash portion of loss on early extinguishment of debt

Changes in operating assets and liabilities, net of effects of acquisitions:
Accounts receivable

Prepaid expenses and other current assets

Accounts payable, accrued expenses and other current liabilities
Deferred revenue

Accrued restructuring

Other non-current assets and liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Cash paid for acquisition of business, net of cash acquired
Purchases of property and equipment

Capitalization of internal-use software costs

Purchases of short- and long-term marketable securities

Proceeds from sales of short- and long-term marketable securities
Proceeds from maturities of short- and long-term marketable securities
Increase in other investments

Proceeds from the sale of property and equipment

Decrease in restricted investments held for security deposits

Net cash provided by (used in) investing activities

Cash flows from financing activities:

Proceeds from the issuance of common stock under stock option and employee
stock purchase plans

Excess tax benefits from stock-based compensation

Employee taxes paid related to net share settlement of equity awards
Repurchases of common stock

Net cash used in financing activities

Effects of exchange rate changes on cash and cash equivalents

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

For the Nine Months
Ended September 30,

2011 2010

(In thousands)

$140,823 $118,710
124,228 104,113
42,465 57,973
20,906 66,398
— 457
1,236 2,107
(11,460 ) (22,379
(172 ) (223

— 294
(7,821 ) (6,342
(78 ) (41,393
(5,268 ) 20,573
(1,386 ) (7,126
(180 ) (167
13,355 (1,399
316,648 292,096
(550 ) (12,210
(105,769 ) (119,591
(30,523 ) (23,754
(727,453 ) (900,087
545,568 538,645
354,552 250,537
— (500

135 52

221 8

36,181 (266,900
13,305 31,946
11,460 22,379
(5,680 ) —
(247,738 ) (65,126
(228,653 ) (10,801
(443 ) 1,867
123,733 16,262
231,866 181,305
$355,599 $197,567

~— N N
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Supplemental disclosure of cash flow information:

Cash paid for income taxes $26,530
Cash paid for interest —
Non-cash financing and investing activities:

Capitalization of stock-based compensation, net of impairments $5,406
Common stock issued upon conversion of 1% convertible senior notes —
Common stock returned upon settlement of escrow claims related to prior business
acquisitions

The accompanying notes are an integral part of the consolidated financial statements.
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AKAMAI TECHNOLOGIES, INC.

NOTES TO UNAUDITED CONSOLIDATED

FINANCIAL STATEMENTS

1. Nature of Business and Basis of Presentation

Akamai Technologies, Inc. (“Akamai” or the “Company”) provides services for accelerating and improving the delivery of
content and applications over the Internet. Akamai’s globally distributed platform comprises thousands of servers in
hundreds of networks in approximately 75 countries. The Company was incorporated in Delaware in 1998 and is
headquartered in Cambridge, Massachusetts. Akamai currently operates in one industry segment: providing services
for accelerating and improving delivery of content and applications over the Internet.

The accompanying interim consolidated financial statements are unaudited and have been prepared in accordance with
accounting principles generally accepted in the United States of America (“GAAP”) for interim financial information.
These financial statements include the accounts of Akamai and its wholly-owned subsidiaries. All intercompany
transactions and balances have been eliminated in the accompanying financial statements.

Certain information and footnote disclosures normally included in the Company’s annual audited consolidated
financial statements and accompanying notes have been condensed or omitted in these interim financial statements.
Accordingly, the unaudited consolidated financial statements included herein should be read in conjunction with the
audited consolidated financial statements and accompanying notes included in Akamai’s annual report on Form 10-K
for the year ended December 31, 2010, filed with the Securities and Exchange Commission on March 1, 2011.

The results of operations presented in this quarterly report on Form 10-Q are not necessarily indicative of the results
of operations that may be expected for any future periods. In the opinion of management, these unaudited consolidated
financial statements include all adjustments and accruals, consisting only of normal recurring adjustments that are
necessary for a fair statement of the results of all interim periods reported herein.

2. Recent Accounting Pronouncements

In December 2010, the Financial Accounting Standards Board (“FASB”) issued an accounting standard update for
business combinations specifically related to the disclosure of supplementary pro forma information for business
combinations. This guidance specifies that pro forma disclosures should be reported as if the business combination
that occurred during the current year had occurred as of the beginning of the comparable prior annual reporting period,
and the pro forma disclosures must include a description of material, nonrecurring pro forma adjustments. This
standard was effective for business combinations with an acquisition date of January 1, 2011 or later. The adoption of
the guidance did not have an impact on the Company's financial position or results of operations.

In May 2011, the FASB issued amended guidance and disclosure requirements for fair value measurements. This
guidance provides a consistent definition of fair value and ensures that the fair value measurement and disclosure
requirements are similar between U.S. GAAP and international financial reporting standards. The guidance changes
certain fair value measurement principles and enhances the disclosure requirements particularly for Level 3 fair value
measurements. This standard will be effective for interim and annual periods beginning after December 15, 2011 and
will be applied prospectively. The adoption of the guidance is not expected to have a material impact on the
Company's consolidated financial statements.

In June 2011, the FASB issued amended disclosure requirements for the presentation of comprehensive income. The
amended guidance eliminates the option to present components of other comprehensive income (“OCI”) as part of the
statement of changes in equity. Under the amended guidance, all changes in OCI are to be presented either in a single
continuous statement of comprehensive income or in two separate but consecutive financial statements. The changes
will be effective January 1, 2012 and early adoption is permitted. There will be no impact to the Company's
consolidated financial results as the amendments relate only to changes in financial statement presentation.

In September 2011, the FASB issued amended guidance that will simplify how entities test goodwill for impairment.
Under the amended guidance, after assessment of certain qualitative factors, if it is determined to be more likely than
not that the fair value of a reporting unit is less than its carrying amount, entities must perform the quantitative
analysis of the goodwill impairment test. Otherwise, the quantitative test(s) are optional. The guidance is effective
January 1, 2012 with early adoption permitted. The adoption of the guidance is not expected to have a material impact
on the Company's financial position or results of operations.



Edgar Filing: AKAMAI TECHNOLOGIES INC - Form 10-Q

10



Edgar Filing: AKAMAI TECHNOLOGIES INC - Form 10-Q

Table of Contents

3. Business Acquisition

In June 2010, the Company acquired substantially all of the assets and liabilities of Velocitude LLC (“Velocitude™), in
exchange for payment of approximately $12.0 million in cash. In addition, the Company recorded a liability of $2.4
million for contingent consideration related to the expected achievement of certain post-closing milestones. In May
2011, the Company made a final payment of $0.4 million related to the contingent consideration. The acquisition of
substantially all of the assets of Velocitude was intended to further Akamai’s strategic position in the mobile market
and was accounted for using the purchase method of accounting. The Company allocated $11.6 million of the cost of
the acquisition to goodwill and $2.8 million to other intangible assets.

4. Marketable Securities and Investments

The Company accounts for financial assets and liabilities in accordance with a fair value measurement accounting
standard. The accounting standard provides a framework for measuring fair value under GAAP and requires expanded
disclosures regarding fair value measurements. Fair value is defined as the exchange price that would be received for
an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date. The accounting standard also
establishes a fair value hierarchy that requires an entity to maximize the use of observable inputs, where available, and
minimize the use of unobservable inputs when measuring fair value. The standard describes three levels of inputs that
may be used to measure fair value:

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

Level 2 — Observable inputs, other than Level 1 prices, such as quoted prices in active markets for similar assets and
liabilities, quoted prices for identical or similar assets and liabilities in markets that are inactive, or other inputs that
are observable or can be corroborated by observable market data.

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, including certain pricing models, discounted cash flow methodologies and similar
techniques.

The following is a summary of marketable securities held at September 30, 2011 and December 31, 2010 (in
thousands):

7
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. Classification
Gross Unrealized on Balance Sheet
A ‘ Short-term Long-term
As of September 30, 2011  Cost Gains Losses geresate Marketable Marketable
Fair Value .. ..
Securities Securities
Available-for-sale securities:
Certificates of deposit $96 $— $— $96 $51 $45
Commercial paper 59,989 — (23 ) 59,966 59,966 —
U.S. corporate debt securities 539,365 867 (995 ) 539,237 261,922 277,315
U.S. governmentagency 5 5,y 102 (7 ) 117,322 10,028 107,294
obligations
Auction rate securities 135,350 — (16,575 ) 118,775 — 118,775
$852,027 $969 $(17,600 ) $835,396 $331,967 $503,429
Gross Unrealized Classification on Balance Sheet
A ‘ Short-term Long-term
As of December 31, 2010  Cost Gains Losses ggrega © Marketable Marketable
Fair Value .. ..
Securities Securities
Available-for-sale securities:
Certificates of deposit $96 $— $— $96 $51 $45
Commercial paper 59,912 34 2 ) 59,944 59,944 —
U.S. corporate debt securities 651,855 1,416 (736 ) 652,535 301,625 350,910
U.S. governmentagency ¢, 559 102 (119 ) 161,705 13,385 148,320
obligations
Auction rate securities 150,800 — (13,544 ) 137,256 — 137,256
$1,024,385 $1,552 $(14,401 ) $1,011,536  $375,005 $ 636,531

Unrealized gains and unrealized temporary losses on investments classified as available-for-sale are included within
accumulated other comprehensive income (loss). Upon realization, those amounts are reclassified from accumulated
other comprehensive income (loss) to gain (loss) on investments, net in the statement of operations. Realized gains
and losses and gains and losses on other-than-temporary impairments on investments are reflected in the income
statement as gain (loss) on investments, net. As of September 30, 2011, the Company had recorded $135.4 million of
auction rate securities ("ARS") at cost with gross unrealized losses that have been in a continuous loss position for
more than 12 months.

The following table details the fair value measurements within the fair value hierarchy of the Company’s financial
assets, including investments and cash equivalents, at September 30, 2011 and December 31, 2010 (in thousands):

8
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Money market funds

Certificates of deposit

Commercial paper

U.S. corporate debt securities

U.S. government agency obligations
Auction rate securities

Money market funds

Certificates of deposit

Commercial paper

U.S. corporate debt securities

U.S. government agency obligations
Auction rate securities

September 30,
2011

$ 21,057

96

195,707
570,062
117,322
118,775

$ 1,023,019

Total Fair Value at

December 31,
2010

$ 55,648

96

59,944
652,535
161,705
137,256

$ 1,067,184

Fair Value Measurements at Reporting
Total Fair Value at Date Using

Level 1

$21,057
96

$21,153

Level 2
$_

195,707
570,062
117,322

$883,091

Level 3

118,775
$118,775

Fair Value Measurements at Reporting

Date Using
Level 1

$55,648
96

$55,744

Level 2
$_

59,944
652,535
161,705

$874,184

Level 3
$_

137,256
$137,256

The following tables reflect the activity for the Company’s major classes of financial assets measured at fair value
using Level 3 inputs, consisting solely of ARS, for the nine month periods ended September 30, 2011 and 2010 (in

thousands):
Auction Rate
Securities
Balance as of December 31, 2010 $137,256
Redemptions of securities (15,450

Unrealized loss included in accumulated other comprehensive income (loss), net (3,031

Balance as of September 30, 2011 $118,775
. Put Option Related
AuCtl(.)I.l Rate to Auction Rate Total
Securities ..
Securities

Balance as of December 31, 2009 $244,505 $9.,614 $254,119
Redemptions of securities (109,700 ) — (109,700
Unreahzed gain included in accumulated other comprehensive 5721 o 5721
income (loss), net
Unrealized gain on'auct1on rate securities included in the 9.614 o 9.614
statement of operations
Unrealized loss on othe.r investment-related assets included in o 9.614 ) (9,614
the statement of operations
Balance as of September 30, 2010 $150,140 $— $150,140

As of September 30, 2011, the Company had grouped money market funds and certificates of deposit using a Level 1
valuation because market prices for such investments are readily available in active markets. As of September 30,

13
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2011, the Company had grouped commercial paper, U.S. government agency obligations and U.S. corporate debt
securities using a Level 2 valuation because quoted prices for identical or similar assets are available in markets that
are inactive. As of September 30, 2011, the Company’s assets grouped using a Level 3 valuation consisted of ARS.
Historically, the carrying value (par value) of the Company’s ARS holdings approximated fair market value due to the
resetting of variable interest rates in a “Dutch auction” process. Beginning in mid-February 2008 and continuing
throughout the period ended September 30, 2011, however, the auctions for ARS held by the Company failed. As a
result, the interest rates on ARS reset to the maximum rate per the applicable investment offering statements. The
Company will not be able to liquidate affected ARS until a future auction on these investments is successful, a buyer
is found outside the auction process, the securities are called or refinanced by the issuer, or the securities mature. Due
to these liquidity issues, the Company used a discounted cash flow analysis to determine the estimated fair value of
these investments. The discounted cash flow analysis considered the timing of expected future successful auctions, the
impact of extended periods of maximum interest rates, collateralization of underlying security investments and the
creditworthiness of the issuer. The discounted cash flow analysis as of September 30, 2011 assumed a weighted
average discount rate of 4.11% and expected term of five years. The discount rate was determined using a proxy based
upon the current market rates for recent debt offerings. The expected term was based on management’s estimate of
future liquidity. As a result, as of September 30, 2011, the Company has estimated an aggregate loss of $16.6 million,
which was related to the impairment of ARS deemed to be temporary and included in accumulated other
comprehensive income (loss) within stockholders’ equity. The discounted cash flow analysis performed as of
December 31, 2010 for ARS assumed a weighted average discount rate of 3.21% and expected term of five years. As
a result, as of that date, the Company estimated an aggregate loss of $13.5 million, which was related to the
impairment of ARS deemed to be temporary and included in accumulated other comprehensive income (loss) within
stockholders’ equity.
The ARS the Company holds are primarily AAA-rated bonds, most of which are collateralized by federally
guaranteed student loans as part of the Federal Family Education Loan Program through the U.S. Department of
Education. The Company believes the quality of the collateral underlying these securities will enable it eventually to
recover the Company’s principal balance.
Despite the failed auctions, the Company has continued to receive cash flows in the form of specified interest
payments from the issuers of ARS. In addition, the Company does not believe it will be required to sell the ARS prior
to a recovery of par value and currently intends to hold the investments until such time because it believes it has
sufficient cash, cash equivalents and other marketable securities on-hand and from expected operating cash flows to
fund its operations.
As of September 30, 2011 and December 31, 2010, the Company classified $118.8 million and $137.3 million,
respectively, of ARS as long-term marketable securities on its consolidated balance sheet due to management’s
estimate of its inability to liquidate these investments within the succeeding twelve months.
Contractual maturities of the Company’s marketable securities held at September 30, 2011 and December 31, 2010
were as follows (in thousands):

September 30, 2011 December 31, 2010
Available-for-sale securities:

Due in 1 year or less $331,967 $375,005

Due after 1 year through 5 years 384,654 499,275

Due after 10 years 118,775 137,256
$835,396 $1,011,536

5. Accounts Receivable
Net accounts receivable consisted of the following (in thousands):

10

15



Edgar Filing: AKAMAI TECHNOLOGIES INC - Form 10-Q

Table of Contents

September 30, December 31,

2011 2010
Trade accounts receivable $127,210 $116,212
Unbilled accounts 61,131 64,386
Gross accounts receivable 188,341 180,598
Allowance for doubtful accounts (2,127 ) (1,329 )
Reserve for cash-basis customers (3,549 ) (3,903 )
Total accounts receivable reserves (5,676 ) (5,232 )
Accounts receivable, net $182,665 $175,366

The Company’s accounts receivable balance includes unbilled amounts that represent revenues recorded for customers
that are typically billed monthly in arrears. The Company records reserves against its accounts receivable balance.
These reserves consist of allowances for doubtful accounts and reserves for cash-basis customers. Increases and
decreases in the allowance for doubtful accounts are included as a component of general and administrative expenses.
The Company’s reserve for cash-basis customers increases as services are provided to customers where collection is no
longer assured. Increases to the reserve for cash-basis customers are recorded as reductions of revenues. The reserve
decreases and revenue is recognized when and if cash payments are received.

Estimates are used in determining these reserves and are based upon the Company’s review of outstanding balances on
a customer-specific, account-by-account basis. The allowance for doubtful accounts is based upon a review of
customer receivables from prior sales with collection issues where the Company no longer believes that the customer
has the ability to pay for services previously provided. The Company also performs ongoing credit evaluations of its
customers. If such an evaluation indicates that payment is no longer reasonably assured for services provided, any
future services provided to that customer will result in the creation of a cash-basis reserve until the Company receives
consistent payments. The Company does not have any off-balance sheet credit exposure related to its customers.

6. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consisted of the following (in thousands):

September 30, December 31,
2011 2010
Payroll and other related benefits $28,097 $51,591
Bandwidth and co-location 21,189 21,787
Property, use and other taxes 29,806 15,849
Professional service fees 4,292 2,678
Contingent consideration — 990
Other 1,881 1,766
Total $85,265 $94,661

7. Net Income per Share

Basic net income per share is computed using the weighted average number of common shares outstanding during the
applicable period. Diluted net income per share is computed using the weighted average number of common shares
outstanding during the period, plus the dilutive effect of potential common stock. Potential common stock consists of
shares issuable pursuant to stock options, deferred stock units, restricted stock units (“RSUs”) and convertible notes.
The following table sets forth the components used in the computation of basic and diluted net income per common
share (in thousands, except per share data):

11
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For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2011 2010 2011 2010
Numerator:
Net income $42.285 $39,709 $140,823 $118,710
Add back of interest expense on 1% convertible senior notes
— 146 — 964
(net of taxes)
Numerator for diluted net income per common share $42.285 $39,855 $140,823 $119,674
Denominator:
Denominator for basic net income per common share 183,085 181,457 185,515 175,292
Effect of dilutive securities:
Stock options 1,928 3,988 2,698 3,807
Effect of escrow contingencies — 339 — 339
RSUs and deferred stock units 691 1,399 876 1,332
Assumed conversion of 1% convertible senior notes — 4,088 — 9,484
Denominator for diluted net income per common share 185,704 191,271 189,089 190,254
Basic net income per common share $0.23 $0.22 $0.76 $0.68
Diluted net income per common share $0.23 $0.21 $0.74 $0.63

Outstanding options to acquire an aggregate of 4.1 million and 0.9 million shares of common stock for the three
months ended September 30, 2011 and 2010, respectively, were excluded from the calculation of diluted earnings per
share because the exercise prices of these stock options were greater than the average market price of the Company’s
common stock during the respective periods. As a result, the effect of including these options would be anti-dilutive.
Similarly, outstanding options to acquire an aggregate of 2.8 million and 1.4 million shares of common stock for the
nine months ended September 30, 2011 and 2010, respectively, were excluded from the calculation of diluted earnings
per share because the exercise prices of the stock options were greater than the average market price of the Company's
common stock during the respective periods. Additionally, 2.8 million and 3.0 million shares of common stock
issuable in respect of outstanding performance-based RSUs were excluded from the computation of diluted net
income per share for the three and nine months ended September 30, 2011, respectively, and 3.1 million and 3.3
million shares of common stock issuable in respect of outstanding performance-based RSUs were excluded from the
computation of diluted net income per share for the three and nine months ended September 30, 2010, respectively,
because the performance conditions had not been met as of those dates.

The calculation of assumed proceeds used to determine the diluted weighted average shares outstanding under the
treasury stock method in the periods presented was adjusted by tax windfalls and shortfalls associated with all of the
Company’s outstanding stock awards. Such windfalls and shortfalls are computed by comparing the tax deductible
amount of outstanding stock awards to their grant date fair values and multiply