CROSSROADSSYSTEMS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(In Thousands, Except Share and Per Share Data)

Three Months Ended Fiscal Year Ended
October 31, October 31,
2005 2006 2005 2006
Revenue:
$ 2,493 $ 2,796 $ 9,997 $ 10,879
2,477 4,304 9,696 21,585
4,970 7,100 19,693 32,464
1,477 1,645 5,736 5,981
42 706 157 5,350
1,519 2,351 5,893 11,331
(015 o o 3,451 4,749 13,800 21,133
Operating expenses:
Salesand Marketing ..........oooeeiiiini i 486 1,503 2,623 4,730
Research and development ...........coovveevieiiiiiiinenn, 2,721 3,330 14,034 12,736
General and administrative ............cocove i 1,193 1,285 5,019 4,360
FAS123R and stock based compensation......................... - 193 - 1,079
Business restructuring expense.. - - 544 328
Amortization of intangibles.............ccoovviveiii i, 67 682 269 883
Total operating eXPENSES ... .ovveve et et 4,467 6,993 22,489 24,116
Income (L0ss) from Operations ..........c.vuvieviriiineaeniineeeenens, (1,016) (2,244) (8,689) (2,983)
INEErESE INCOME. .. ... ettt et ettt 167 146 608 660
NEL INCOME (LOSS) .+ cev ettt et aeeeeeaeeee sttt eeeeeenaeiaeanns $ (849) $ (2,098) $ (8,081 (2,323)
Basic and diluted net loss per share..........oc.ovveiviieiveeiieiinianes (0.03) (0.08) (0.31) (0.09)
Shares used in computing basic and diluted
NEt 10SSPEr Share ......vv i 26,517,002 27,598,755 26,192,844 27,145,460




CROSSROADS SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTSOF CASH FLOWS
(Unaudited)

(In thousands)

Cash flows from operating activities:

Adjustments to reconcile net loss to net cash
provided by (used in) operating activities:
DEPrECIAtION. .. ... et e e e
BUSINESS restruCtUring EXPENSES. .. .v v vvneee v veeeeeeneevaenenaneeenens
Amortization of intangibles. ...
Losson disposal of fixed assetS ......ovvvvvviieeiii i
Stock-based compensation.............ooviii i,
FAS 123R implementation...........ccoovviiieviiiee e e e
Provision for doubtful accountsreceivable...................c.oceeee
Provision for excess and obsoleteinventory..............ccccoevvneee.
Changesin assets and liabilities:
ACCOUNES reCaIVADIE. ... o iiv e
INVENTOTTES. .. et e e e e e e e e e
Prepaids and other CUrrent @SSEtS. .. ... ovuvvevviieecie e e e
AccountsS Payable. .. .....couiiei
Accrued expensesand Other...........ocoeviive i e e
Net cash provided by (used in) operating activities....................
Cash flows from investing activities:
Purchase of property and equipment.............coo i iiiiiii i e,
Purchase of held-to-maturity investments.............cccocveveevevenennn,
Maturity of held-to-maturity investments............cooooiiiiii i
Investment in privately-held company...........c.cooceviiiii i,
Net cash provided by (used in) investing activities.....................
Cash flows from financing activities:
Proceeds from issuance of common Stock..........o.ooeii i aann,
Changeinbook overdraft..........cccoviiiii i
Net cash provided by financing activities...............c.ccooiiie
Net increase (decrease) in cash and cash equivalents.............ccccceevvviiiinine e
Cash and cash equivalents, beginning of period.............c.coiiiiiiciiiine e,
Cash and cash equivalents, end of period.............ccovviiieiiiiiii e

TWELVE MONTHS ENDED
October 31,

2005 2006

(8,081) $ (2,323)

1,961 1,195
134 -
269 884

1 95
86 317
- 707
12 (11)
281 491
(218) (1,453)
(30) 632
147 (236)
(1,390) 1,212
(1,648) (236)
(8,436) 1,274
(936) (1,265)
(20,601) (3,954)
44,249 4,789
- (3,612)
22,712 (4,042)
699 59
(46) -
653 59
14,929 (2,709)
101 15,030

15,030 $ 12,321




