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PART I—FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

QUANTUM CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)
(Unaudited)

Three Months Ended Six Months Ended
September 30, 2010 September 30, 2009 September 30, 2010 September 30, 2009

Service revenue 37,728 39,757 76,365 78,659

Total revenue 167,722 174,926 330,947 335,266

Cost of service revenue 23,259 25,220 48,395 51,831

Gross margin 71,396 76,629 138,850 138,272

Research and development 18,128 16,907 36,250 33,439

General and administrative 14,941 15,218 30,424 29,723

62,282 61,701 125,882 123,141

Interest income and other, net 306 1,265 274 1,269

Gain on debt extinguishment, net of costs — 1,569 — 12,859

Income tax provision (benefit) 394 (528) 797 310

“*

0.01

“*

0.06

“*

0.00

“*

Basic 0.08

“*
“*

Basic 3,025 § 11,355 $ 329 16,363

Basic 218,856 212,475 217,167 211,372

See accompanying Notes to Condensed Consolidated Financial Statements.
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QUANTUM CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except par value)

(Unaudited)

September 30, 2010 March 31, 2010

Current assets:

Restricted cash 1,830 1,896

Manufacturing inventories, net 51,709 54,080

Deferred income taxes 7,919 7,907

Total current assets 320,473 349,944

Property and equipment, less accumulated depreciation 26,320 24,528

Goodwill 46,770 46,770

Total long-term assets 139,087 154,199

Liabilities and Stockholders’ Deficit

@

Accounts payable 53,116  § 56,688

Deferred revenue, current 71,705 94,921

Current portion of convertible subordinated debt — 22,099

Accrued compensation 28,207 31,237

Other accrued liabilities 22,782 23,555

Deferred revenue, long-term 29,797 30,724

Long-term debt 304,957 305,899

Total long-term liabilities 350,591 352,743

Common stock, $0.01 par value; 1,000,000 shares authorized; 219,705 and 214,946 shares issued and
outstanding at September 30, 2010 and March 31, 2010, respectively 2,197 2,149

Accumulated deficit (460,300) (461,129)

Stockholders’ deficit (83,679) (91,257)

See accompanying Notes to Condensed Consolidated Financial Statements.
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QUANTUM CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Six Months Ended
September 30, 2010 September 30, 2009

Net income $ 329 $ 16,363

Depreciation 5,878 6,257

Service parts lower of cost or market adjustment 7,053 4,391

Deferred income taxes (171) (235)

Changes in assets and liabilities:

Manufacturing inventories, net 974) 7,937

Accounts payable (3,595) 5,139

Deferred revenue (18,142) 15,472

Accrued compensation (3,154) 976

Other assets and liabilities 145 (365)

Purchases of property and equipment (7,677) (3,096)

Return of principal from other investments 95 —

Borrowings of long-term debt, net — 120,042

Repayments of convertible subordinated debt (22,099) (122,288)

o]

Proceeds from issuance of common stock 3,366
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See accompanying Notes to Condensed Consolidated Financial Statements.
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QUANTUM CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1: DESCRIPTION OF BUSINESS

G

Quantum Corporation (“Quantum”, the “Company”, “us” or “we”) (NYSE: QTM), founded in 1980, is a leading global storage company specializing in backup, recovery and
archive solutions. Combining focused expertise, customer-driven innovation and platform independence, we provide a comprehensive, integrated range of disk, tape and
software solutions supported by our sales and service organization. We work closely with a broad network of distributors, value-added resellers (“VARs”), original equipment
manufacturers (“OEMs”) and other suppliers to meet customers’ evolving data protection needs.

NOTE 2: BASIS OF PRESENTATION

The accompanying unaudited Condensed Consolidated Financial Statements include the accounts of Quantum and its wholly-owned subsidiaries. All intercompany balances
and transactions have been eliminated. The interim financial statements reflect all adjustments, consisting of normal recurring adjustments that, in the opinion of management,
are necessary for a fair presentation of the results for the periods shown. The results of operations for such periods are not necessarily indicative of the results expected for the
full fiscal year. The Condensed Consolidated Balance Sheet as of March 31, 2010 has been derived from the audited financial statements at that date. However, it does not
include all of the information and notes required by accounting principles generally accepted in the United States for complete financial statements. The accompanying financial
statements should be read in conjunction with the audited Consolidated Financial Statements for the fiscal year ended March 31, 2010 included in our Annual Report on Form
10-K, as filed with the Securities and Exchange Commission on June 11, 2010. Restricted cash has been separated from cash and cash equivalents in prior periods to conform to
current period presentation in the Condensed Consolidated Balance Sheets. Prior period impacts of foreign exchange rate changes on cash and cash equivalents and changes in
restricted cash have been reclassified to conform to current period presentation in the Condensed Consolidated Statements of Cash Flows. These reclassifications had no impact
on income from operations, net income or total assets.

NOTE 3: SIGNIFICANT ACCOUNTING POLICIES; NEW ACCOUNTING STANDARDS

Except for the revenue recognition policy updates described below, there have been no changes to the significant accounting policies used in the preparation of our Condensed
Consolidated Financial Statements. Our significant accounting policies are described in our Annual Report on Form 10-K for the year ended March 31, 2010, as filed with the
Securities and Exchange Commission on June 11, 2010.

In October 2009, the Financial Accounting Standards Board (“FASB”) amended the accounting standards for multiple deliverable revenue arrangements which changed how
the deliverables in an arrangement should be separated and how the consideration should be allocated using the relative selling price method. This guidance requires an entity to
allocate revenue in an arrangement using the estimated selling prices (“ESP”) of deliverables if a vendor does not have vendor-specific objective evidence of selling price
(“VSOE”) or third-party evidence of selling price (“TPE”) and eliminates the use of the residual method except as allowed for in specific software revenue guidance.

Also in October 2009, the FASB issued guidance which amended the scope of software revenue recognition guidance. Tangible products containing software and nonsoftware
components that function together to deliver the tangible product’s essential functionality are no longer within the scope of software revenue guidance and are accounted for
based on other applicable revenue recognition guidance. In addition, this amendment requires that hardware components of a tangible product containing software be excluded
from the software revenue guidance.

We elected to early adopt these standards at the beginning of our first fiscal quarter of 2011 on a prospective basis for applicable transactions originating or materially modified
on or after April 1, 2010. The adoption of these standards did not have a material impact on our financial position or results of operations.
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Our multiple deliverable arrangements may include any combination of hardware and software products that may be sold with services such as customer field support
agreements and installation. The nature and terms of these multiple deliverable arrangements will vary based on customer needs. For arrangements that consist of multiple
deliverables, hardware and software products are generally delivered in one reporting period and the services are generally delivered across multiple reporting periods, either
according to the terms of the arrangement or upon completion of the service. Our arrangements generally do not include any provisions for cancellation, termination or refunds
that would significantly impact revenue recognition.

We evaluate each deliverable in an arrangement to determine whether they represent separate units of accounting using the following criteria: the delivered item has value to the
customer on a standalone basis; and if the arrangement includes a general right of return relative to the delivered item, delivery or performance of any undelivered item is
considered probable and substantially in the control of the company. We consider a deliverable to have standalone value if the product or service is sold separately or could be
sold on a standalone basis. Further, our revenue arrangements typically do not include a general right of return relative to the delivered products. If these criteria are met for
each deliverable in the arrangement, consideration is allocated to the separate units of accounting based on each unit’s relative selling price as described below. If these criteria
are not met, the arrangement is accounted for as one unit of accounting which would result in revenue being deferred until the earlier of when such criteria are met, when the last
undelivered element is delivered or ratably over the contract term as appropriate.

To properly allocate revenue for these multiple deliverable arrangements we initially allocate the separately stated contract price to the hardware customer field support
agreement and then allocate the remaining revenue to each deliverable based on the selling price hierarchy using VSOE, TPE or ESP. We have VSOE for installations and
assign ESP for the products. VSOE is determined by the price charged when the service is sold separately and ESP is the price at which we would transact a sale if the product
or service were regularly sold on a standalone basis. We determine ESP by considering our discounting and internal pricing practices, external market conditions and
competitive positioning for similar offerings.

There have not been any accounting pronouncements issued during the second quarter of fiscal 2011 that we expect will materially impact our results of operations or financial
condition. However, the Financial Accounting Standards Board issued several exposure drafts during the first and second quarters of fiscal 2011 that have the potential to
impact our results of operations and statements of financial position if finalized. We are evaluating these various proposals for both potential implementation issues and their
accounting impact.

NOTE 4: FAIR VALUE

Following is a summary table of assets and liabilities measured and recorded at fair value on a recurring basis (in thousands):

As of As of
September 30, 2010 March 31,2010
Assets:
Money market funds $ 89,840 §$ 108,485
Deferred compensation investments 1,224 1,154
Liabilities:
Deferred compensation liabilities 1,224 1,154

The above fair values are based on quoted market prices at the respective balance sheet dates. Following are the fair values of assets and liabilities measured and recorded at fair
value on a recurring basis by input level as of September 30, 2010 (in thousands):

Fair Value Measurements Using Input Levels:

Level 1 Level 2 Level 3 Total
Assets:
Money market funds $ — $ 89,840 $ — $ 89,840
Deferred compensation investments — 1,224 — 1,224
Liabilities:
Deferred compensation liabilities — 1,224 — 1,224




We have certain non-financial assets that are measured at fair value on a non-recurring basis when there is an indicator of impairment and they are recorded at fair value only
when an impairment is recognized. These assets include property and equipment, intangible assets and goodwill. We did not have any non-financial assets that were required to
be measured at fair value in the second quarter or first six months of fiscal 2011 or 2010. We do not have any non-financial liabilities measured and recorded at fair value.

We have financial liabilities for which we are obligated to repay the carrying value, unless the holder agrees to a lesser amount. The carrying value and fair value of these
financial liabilities at September 30, 2010 and March 31, 2010 were as follows (in thousands):

As of September 30, 2010 As of March 31, 2010
Carrying Fair Carrying Fair
Value Value Value Value

Credit Suisse term loan() $ 185,124 $ 180,033 $ 186,066 $ 175,832
EMC term loans2) 121,717 138,392 121,717 138,301
Convertible subordinated notes3) — — 22,099 21,547

(D) Fair value based on non-binding broker quotes using current market information.

() Fair value based on publicly traded debt with comparable terms.

() Fair value based on quoted market prices.

NOTE 5: MANUFACTURING INVENTORIES AND SERVICE PARTS INVENTORIES
Manufacturing and service parts inventories, net consisted of the following (in thousands):
September 30, 2010 March 31, 2010

Manufacturing inventories, net:

Finished goods $ 23,123 $ 24,040

Work in process 3,663 3,869

Materials and purchased parts 24,923 26,171

$ 51,709  $ 54,080

Service parts inventories, net:

Finished goods $ 27,512 $ 30,073

Component parts 20,964 23,144

$ 48,476 $ 53,217

NOTE 6: GOODWILL AND INTANGIBLE ASSETS

We evaluate goodwill for impairment annually during the fourth quarter of our fiscal year, or more frequently when indicators of impairment are present. Intangible assets are
evaluated for impairment whenever indicators of impairment are present. During the second quarter of fiscal 2011 and 2010, we considered whether there were any indicators of
impairment for both our goodwill and our long-lived assets, including amortizable intangible assets, and determined there were none.

The following provides a summary of the carrying value of amortizable intangible assets (in thousands):

As of September 30, 2010 As of March 31, 2010
Gross Accumulated Net Gross Accumulated Net
Amount Amortization Amount Amount Amortization Amount
Purchased technology $ 188,167 $ (171,201) $ 16966 $ 188,167 $ (161,488) $ 26,679
Trademarks 27,260 (25,911) 1,349 27,260 (25,506) 1,754
Non-compete agreements 500 (418) 82 500 (368) 132
Customer lists 106,419 (68,243) 38,176 106,419 (61,892) 44,527

$ 322346 $ (265773) $ 56,573 $ 322346 $ (249254) $ 73,092




Total intangible amortization expense was $7.5 million and $16.5 million for the three and six months ended September 30, 2010, respectively, as compared to $9.0 million and
$18.0 million for the three and six months ended September 30, 2009, respectively.

NOTE 7: ACCRUED WARRANTY

The quarterly and year-to-date changes in the accrued warranty balance were (in thousands):

Three Months Ended Six Months Ended

September 30, 2010 September 30, 2009 September 30, 2010 September 30, 2009
Beginning balance $ 5815 $ 10,608 $ 5,884  §$ 11,152
Additional warranties issued 2,583 2,560 5,205 4,238
Adjustments for warranties issued in prior fiscal
years 735 (3,188) 1,126 (2,273)
Settlements (2,919) (2,880) (6,001) (6,017)
Ending balance $ 6214  §$ 7,100 $ 6,214 $ 7,100

We generally warrant our products against defects for 12 to 36 months. A provision for estimated future costs and estimated returns for credit relating to warranty is recorded
when products are shipped and revenue recognized. Our estimate of future costs to satisfy warranty obligations is primarily based on historical trends and, if believed to be
significantly different from historical trends, estimates of future failure rates and future costs of repair. Future costs of repair includes materials consumed in the repair, labor
and overhead amounts necessary to perform the repair. If future actual failure rates differ from our estimates, we record the impact in subsequent periods. If future actual costs
of repair were to differ significantly from our estimates, we would record the impact of these unforeseen cost differences in subsequent periods.

NOTE 8: CONVERTIBLE SUBORDINATED DEBT AND LONG-TERM DEBT

Debt balances consist of the following (in thousands):

September 30, 2010 March 31, 2010
Convertible subordinated debt $ — 22,099
Credit Suisse term loan 185,124 186,066
EMC term loans 121,717 121,717
$ 306,841 $ 329,882

On July 30, 2010, we paid $22.1 million plus $0.5 million in accrued and unpaid interest to redeem the outstanding convertible subordinated notes (“the notes™) in accordance
with the contractual terms at maturity. The notes matured August 1, 2010. We funded this payment with cash on hand.

During the second quarter of fiscal 2010, we refinanced $50.7 million aggregate principal amount of our convertible subordinated debt at $950 per $1,000 through a private
transaction. In connection with this transaction, we recorded a gain on debt extinguishment, net of costs, of $1.6 million comprised of the gross gain of $2.5 million from the
notes purchased, reduced by $0.7 million in expenses and $0.2 million of unamortized debt costs related to the purchased notes. During the first six months of fiscal 2010, we
refinanced $137.9 million aggregate principal amount of our convertible subordinated debt, consisting of the $50.7 million noted above in the private transaction and $87.2
million through a tender offer. In connection with these transactions, we recorded a gain on debt extinguishment, net of costs, of $12.9 million comprised of the gross gain of
$15.6 million, reduced by $2.1 million in expenses and $0.6 million of unamortized debt costs related to the refinanced notes.




NOTE 9: RESTRUCTURING CHARGES

In fiscal 2010 and continuing into the first quarter of fiscal 2011, restructuring actions that consolidated operations supporting the business were undertaken to improve
operational efficiencies and to adapt our operations in recognition of economic conditions. The types of restructuring expense for the three and six months ended September 30,
2010 and 2009 were (in thousands):

Three Months Ended Six Months Ended

Sept 30, p 30, Sep X P 30,
2010 2009 2010 2009
By expense (benefit) type
Severance and benefits $ (6) $ (169) $ 549 $ 158
Facilities 100 1,865 (538) 4,847
Other — — — (199)
Total $ 94 $ 1,696 $ 11 $ 4,806
Fiscal 2011

During the second quarter of fiscal 2011, facilities restructuring expense was primarily due to negotiating a lease modification for a U.S. location. For the six months ended
September 30, 2010, severance and benefits expense from additional positions eliminated was offset by facility reversals. The facility reversals were primarily due to
negotiating settlements for lease liabilities on two vacated facilities in the U.S. for amounts lower than the outstanding lease contracts.

Fiscal 2010
We accrued $1.9 million for the remaining contractual lease payments for two facilities in Colorado and one facility in India that were vacated during the second quarter of

fiscal 2010. Partially offsetting this restructuring expense was a $0.2 million reversal of severance and benefits charges due to new information related to on-going settlement
negotiations with local authorities in Europe.

For the six months ended September 30, 2009, restructuring charges were primarily due to $4.8 million in remaining contractual lease payments for the three facilities vacated
during the second quarter of fiscal 2010 and a California facility vacated during the first quarter of fiscal 2010. Severance and benefits restructuring charges for the six months
ended September 30, 2009 were due to eliminating additional positions in the U.S. and changes in our estimates in Europe as we received new information related to on-going
settlement negotiations with various local authorities. The other restructuring benefit for the six months ended September 30, 2009 was due to negotiating a $0.2 million
reduction in our liability with a vendor related to a research and development program cancelled in a prior year.

Accrued Restructuring

The following tables show the activity and the estimated timing of future payouts for accrued restructuring (in thousands):

For the three months ended Sep ber 30, 2010

Severance
and Benefits Facilities Total
Balance as of June 30, 2010 $ 499 $ 1,947 $ 2,446
Restructuring charges — 260 260
Reversals (6) (160) (166)
Cash payments (493) (984) (1,477)
Balance as of September 30, 2010 $ — $ 1,063 $ 1,063




For the six months ended September 30, 2010

Severance
and Benefits Facilities Total
Balance as of March 31, 2010 $ 494 $ 3,301 $ 3,795
Restructuring charges 555 307 862
Reversals (6) (845) (851)
Cash payments (1,043) (1,700) (2,743)
Balance as of September 30, 2010 $ — $ 1,063 $ 1,063
Severance and
Benefits Facilities Total
Estimated timing of future payouts:
Fiscal 2011 $ — $ 202 $ 202
Fiscal 2012 to 2016 — 861 861
$ — $ 1,063 $ 1,063

NOTE 10: STOCK INCENTIVE PLANS AND SHARE-BASED COMPENSATION

Overview

Our stock incentive plans (“Plans”) are broad-based, long-term retention programs that are intended to attract and retain talented employees and align stockholder and employee
interests. The Plans provide for the issuance of stock options, stock appreciation rights, stock purchase rights and long-term performance awards to our employees, officers and

affiliates. The Plans have 110.6 million shares of stock authorized of which 12.4 million shares of stock were available for grant as of September 30, 2010.

We also have an employee stock purchase plan (“Purchase Plan”) that allows for the purchase of stock at 85% of fair market value at the date of grant or the exercise date,

whichever value is less. There were 7.6 million shares available for issuance as of September 30, 2010.

The Black-Scholes option pricing model is used to estimate the fair value of options granted under our Plans and rights to acquire stock granted under our Purchase Plan.

Share-Based Compensation

The following table summarizes share-based compensation (in thousands):

Three Months Ended Six Months Ended
Sy S0 PR T
Share-based compensation:
Cost of revenue $ 444  $ 319§ 904 § 619
Research and development 581 582 1,330 1,220
Sales and marketing 720 760 1,605 1,218
General and administrative 729 1,014 1,677 1,756
$ 2474 $ 2,675 $ 5516 $ 4,813
Share-based compensation by type of award:
Stock options $ 931 § 1,107 $ 2,035 § 1,510
Restricted stock 1,240 1,568 2,701 3,303
Stock purchase plan 303 — 780 —
$ 2474 § 2,675 $ 5516 $ 4,813




Stock Options

No stock options were granted in the second quarter of fiscal 2011. The weighted-average grant date fair values of employee stock option grants, as well as the weighted-average
assumptions used in calculating these values for the second quarter and first six months of fiscal 2011 and 2010 were based on estimates at the date of grant as follows:

Three Months Ended Six Months Ended
S S s S S s
Option life (in years) n/a 3.9 4.2 3.9
Risk-free interest rate n/a 2.07% 2.02% 2.06%
Stock price volatility n/a 107.64% 106.75% 107.62%
Dividend yield — — — —
Weighted-average grant date fair value n/a $ 072 $ 1.96 $ 0.72
Restricted Stock

The fair value of the restricted stock awards granted is the intrinsic value as of the respective grant date since the restricted stock awards are granted at no cost to the employees.
The weighted-average grant date fair values of restricted stock awards granted during the second quarter and first six months of fiscal 2011 were $1.82 and $1.93, respectively.
The weighted-average grant date fair values of restricted stock awards granted during the second quarter and first six months of fiscal 2010 were $0.98 and $1.06, respectively.

Stock Purchase Plan

Under the Purchase Plan, rights to purchase shares are typically granted during the second and fourth quarter of each fiscal year. The value of rights to purchase shares granted in
the second quarter and first six months of fiscal 2011, respectively, was estimated at the date of the grant. No rights to purchase shares were granted during the second quarter or
first six months of fiscal 2010. The weighted-average grant date fair values and the assumptions used in calculating fair values for the three and six month periods ended
September 30, 2010 and 2009 are as follows:

Three Months Ended Six Months Ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Option life (in years) 0.5 n/a 0.5 n/a
Risk-free interest rate 0.20% n/a 0.20% n/a
Stock price volatility 66.91% n/a 66.91% n/a
Dividend yield — — — —
Weighted-average grant date fair value $ 0.48 n/a $ 0.48 n/a
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Stock Activity

Stock Options

A summary of activity relating to our stock options follows (options and aggregate intrinsic value in thousands):

Weighted-
Average
Remaining
Contractual Term

Aggregate
Intrinsic Value

Weighted-
Average

Options Exercise Price
Outstanding as of March 31, 2010 31,329 $ 2.40
Granted 204 2.66
Exercised (1,017) 1.41
Forfeited (1,375) 2.34
Expired (986) 4.13
Outstanding as of September 30, 2010 28,155 $ 2.38
Vested and expected to vest at September 30, 2010 27,557 $ 2.41
Exercisable as of September 30, 2010 21,498 $ 2.76

Restricted Stock

A summary of activity relating to our restricted stock follows (shares in thousands):

Nonvested at March 31, 2010
Granted
Vested
Forfeited

Nonvested at September 30, 2010

NOTE 11: INCOME TAXES

3.64
3.60
3.01

$ 11,553
$ 10,934
$ 4,650

Weighted-Average

Shares
5,135 $
5,014
(3,258)
(430)

6,461 $

Grant Date
Fair Value

1.64
1.93
1.54
1.19
1.95

Income tax provision for the second quarter of fiscal 2011 was $0.4 million while the second quarter of fiscal 2010 had an income tax benefit of $0.5 million. Income tax
provisions for the first six months of fiscal 2011 and fiscal 2010 were $0.8 million and $0.3 million, respectively. Income tax provisions for the second quarter and first six
months of fiscal 2011 and the first six months of fiscal 2010 were primarily comprised of expenses for foreign income taxes and state taxes. The income tax benefit for the

second quarter of fiscal 2010 was primarily due to lower foreign income taxes and U.S. tax refunds from amended filings.
NOTE 12: NET INCOME PER SHARE

Equity Instruments Outstanding

We have granted stock options and restricted stock units under our Plans that, upon exercise and vesting, respectively, would increase shares outstanding. We issued a warrant
to purchase 10 million shares of our common stock that, in the event of a change of control of Quantum, vests and would become exercisable. Upon exercise, warrants would
increase shares outstanding. At September 30, 2009, we had outstanding 4.375% convertible subordinated notes which were convertible at the option of the holders at any time

prior to maturity into shares of Quantum common stock at a conversion price of $4.35 per share.
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Net Income per Share

The following is our computation of basic and diluted net income per share (in thousands, except per-share data):

Six Months Ended

Three Months Ended

September 30, ptemb ptember 30, September 30,
2010 2009 2010 2009

Net income $ 3,025 $ 11,355 $ 329 § 16,363

Interest on dilutive notes — 6 — 1,249

Gain on debt extinguishment, net of costs — (1,569) — (12,859)
Net income for purposes of computing net income

per diluted share $ 3,025 § 9,792 $ 329§ 4,753
Weighted average shares and common share equivalents (“CSE”):

Basic 218,856 212,475 217,167 211,372
Dilutive CSE from stock plans 3,143 1,193 7,100 1,290
Dilutive CSE from convertible notes — 126 — 13,090

Diluted 221,999 213,794 224,267 225,752

Basic net income per share $ 0.01 $ 0.06 $ 0.00 $ 0.08
Diluted net income per share $ 0.01 $ 0.04 $ 0.00 $ 0.02

The computations of diluted net income per share for the periods presented exclude the following because the effect would have been anti-dilutive:

® For the second quarter and first six months of fiscal 2011, options to purchase 18.5 million and 16.7 million weighted average shares were excluded. For the second

quarter and first six months of fiscal 2010, options to purchase 32.9 million and 28.8 million weighted shares were excluded.

® Unvested restricted stock units for 5.0 million and 1.0 million weighted average shares for the second quarter and first six months of fiscal 2011, respectively, were

excluded. Unvested restricted stock units for 1.0 million and 1.6 million weighted average shares for the second quarter and first six months of fiscal 2010, respectively,

were excluded.

® For the second quarter and first six months of fiscal 2010, 5.1 million weighted equivalent shares of the 4.375% convertible subordinated notes were excluded.

NOTE 13: COMPREHENSIVE INCOME

Total comprehensive income, net of tax, if any, for the three and six months ended September 30, 2010 and 2009 was (in thousands):

Three Months Ended

Six Months Ended

Sep 0, P 30, September 30, September 30,
2010 2009 2010 2009
Net income $ 3,025 $ 11,355 $ 329 $ 16,363
Net unrealized losses on revaluation of long-term
intercompany balance (231) (139) (16) (210)
Foreign currency translation adjustment 1,076 488 459 1,363
Total comprehensive income $ 3,870 $ 11,704 $ 772 $ 17,516
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NOTE 14: SUBSEQUENT EVENTS

On October 26, 2010 we entered into a second amendment to the senior secured credit agreement with Credit Suisse (“the second amendment”) which, among other changes,
provides us with additional flexibility to issue equity securities or certain subordinated debt securities in order to refinance our outstanding senior subordinated indebtedness
under the credit agreement with EMC International Company.

On October 29, 2010, separate from the second amendment, we made a $20.0 million principal prepayment on the term loan under the Credit Suisse credit agreement, bringing
our outstanding balance to $165.1 million.
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ITEM 2: MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FORWARD-LOOKING STATEMENT

This report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act
of 1934, as amended. Forward-looking statements in this report usually contain the words “will,” “estimate,” “anticipate,” “expect,” “believe,” “project” or similar expressions
and variations or negatives of these words. All such forward-looking statements including, but not limited to, (1) our goals for future operating performance, including our
expectations regarding our revenue, gross margin, operating expense and diluted earnings per share performance for the third quarter of fiscal 2011 and for the full fiscal year;
(2) our expectations relating to growing our disk systems and software solutions and tape automation systems revenue; (3) our research and development plans and focuses; (4)
our expectation that we will continue to derive a substantial majority of our revenue from products based on tape technology; (5) our belief that our existing cash and capital
resources will be sufficient to meet all currently planned expenditures, debt repayments and sustain our operations for at least the next 12 months; (6) our expectations regarding
our ongoing efforts to control our cost structure; (7) our expectations about the timing and maximum amounts of our future contractual payment obligations; (8) our belief that
our ultimate liability in any infringement claims made by any third parties against us will not be material to us; and (9) our business goals, objectives, key focuses, opportunities
and prospects which are inherently uncertain as they are based on management’s expectations and assumptions concerning future events, and they are subject to numerous
known and unknown risks and uncertainties. Readers are cautioned not to place undue reliance on these forward-looking statements, about which we speak only as of the date
hereof. As a result, our actual results may differ materially from the forward-looking statements contained herein. Factors that could cause actual results to differ materially
from those described herein include, but are not limited to: (1) the amount of orders received in future periods; (2) our ability to timely ship our products; (3) uncertainty
regarding information technology spending and the corresponding uncertainty in the demand for our products and services; (4) our ability to maintain supplier relationships; (5)
the successful execution of our strategy to expand our business in new directions; (6) our ability to successfully introduce new products; (7) our ability to capitalize on changes
in market demand; (8) our ability to achieve anticipated gross margin levels; (9) the availability of credit on terms that are acceptable to us; and (10) those factors discussed
under “Risk Factors” in Part II, Item 1A. Our forward-looking statements are not guarantees of future performance. We disclaim any obligation to update information in any
forward-looking statement.

OVERVIEW

LTINS

Quantum Corporation (“Quantum”, the “Company”, “us” or “we”), founded in 1980, is a leading global storage company specializing in backup, recovery and archive
solutions. Combining focused expertise, customer-driven innovation and platform independence, we provide a comprehensive, integrated range of disk, tape and software
solutions supported by our sales and service organization. We work closely with a broad network of value-added resellers (“VARs”), original equipment manufacturers
(“OEMs”) and other suppliers to meet customers’ evolving data protection needs. Our stock is traded on the New York Stock Exchange (“NYSE”) under the symbol “QTM.”

We offer a comprehensive range of solutions in the data storage market providing performance and value to organizations of all sizes. We believe our combination of expertise,
innovation and platform independence allows us to solve customers’ data protection and retention issues more easily, effectively and securely. In addition, we have the global
scale and scope to support our worldwide customer base. As a pioneer in disk-based data protection, we have a broad portfolio of disk system solutions featuring deduplication
and replication technology. We have products spanning from entry-level autoloaders to enterprise libraries, and are a major supplier of tape drives and media. Our data
management software provides technology for shared workflow applications and multi-tiered archiving in high-performance, large-scale storage environments. We offer a full
range of service with support available in more than 100 countries.

We earn our revenue from the sale of products, systems and services through our sales force and an array of channel partners to reach end user customers, which range in size
from small businesses and satellite offices to government agencies and large, multinational corporations. Our products are sold under both the Quantum brand name and the
names of various OEM customers. We face a variety of challenges and opportunities in responding to the competitive dynamics of the technology market which is characterized
by rapid change, evolving customer demands and strong competition, including competition with several companies who are also significant customers.
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At the beginning of fiscal 2011, we outlined our goals for the year and believe that we are positioned for stronger performance in fiscal 2011 through revenue growth from
newer products as well as increasing our engagement with channel partners. We believe our product portfolio provides us with a competitive advantage and establishes the
foundation for building revenue momentum. Capitalizing on this opportunity by growing revenue and continuing to improve our competitive position is our priority in fiscal
2011. Specifically, for fiscal 2011 our goals are:

® To increase revenue from disk systems and software solutions;
® To gain share in the open systems tape automation market; and

® To deliver new technology in order to extend our ability to grow.

In order to achieve our goals, we are focused on three primary objectives. These objectives are to continue to extend and improve our product portfolio by delivering new
products, to expand our position with the VAR channel and to further invest in our technology platform.

Our results for the second quarter of fiscal 2011 improved over the first quarter of fiscal 2011 in virtually all financial metrics that we emphasize, including total revenue, gross
margin rate, income from operations, net income and net cash provided by operating activities. We also had a sequential increase in revenue from branded disk systems and
software solutions as well as tape automation systems revenue. During the second quarter of fiscal 2011, we began shipping two new products described in more detail below.
As a result of these and other new product introductions, we have refreshed and expanded our DXi family of products to offer customers our latest software running on our
latest high performance hardware. We extended our position with the VAR channel due, in part, to availability of these new products and due to our sales and marketing efforts.
We also continued to invest in research and development resources for our technology platform during the second quarter of fiscal 2011.

We increased revenue from disk systems and software solutions during the quarter, with a 7% increase compared to the second quarter of fiscal 2010. In addition, revenue from
branded disk systems and software solutions increased 21% sequentially and we achieved a record level of both branded disk systems revenue and branded software solutions
revenue. However, overall disk systems and software solutions revenue in the second quarter of fiscal 2011 decreased 14% compared to the first quarter of fiscal 2011 from the
anticipated decrease in OEM deduplication software revenue due to the terms of our OEM agreement with EMC.

With regard to our goal to gain share in the open systems tape automation market, our efforts in the second quarter of fiscal 2011 enabled us to continue to acquire new
enterprise tape customers at an accelerated rate from the prior quarter as well as acquire new customers for our midrange branded tape automation products. We had an 11%
sequential increase in tape automation systems revenue from the combination of new and repeat end user customer purchases.

In August 2010, we announced a new deduplication and replication appliance, the DXi6700, that leverages a virtual tape library, or VTL, interface and is designed to offer
midrange and enterprise customers a combination of high performance, simplicity and value for Fibre Channel storage area network environments. The DXi6700 includes a
bundle of licensed software features including deduplication, replication and direct tape creation. This bundling approach is intended to provide customers a low cost, easy to
implement deduplication solution that works effectively with all leading backup applications to provide both multi-site and multi-tier data protection. In September 2010, we
announced availability of Quantum RDX, a removable disk-based data protection system designed for small to medium-sized businesses to cost effectively meet data backup,
disaster recovery and archiving requirements. In addition, in October 2010, we introduced a new high-performance backup and deduplication system, the DXi8500, which
offers the power and flexibility to anchor a multi-tier, enterprise-wide disaster recovery and data retention strategy. The DXi8500 is designed to deliver the highest single unit
VTL performance in its class to accommodate shrinking backup and recovery windows more effectively than competitor offerings. We expect to begin shipping the DXi8500 in
the next several weeks.

During the second quarter of fiscal 2011, increased traction from our sales and marketing efforts enabled us to emphasize Quantum products and solutions in the VAR channel
to both existing and new channel partners. These marketing efforts have provided our partners with increased opportunities. In addition, we believe we have continued to
strengthen our competitive position and build greater market momentum during the second quarter of fiscal 2011. We continue to work with our channel partners to take
advantage of opportunities to reach end customers that have historically chosen competitor products, but due to consolidation in the market and resulting actions by competitors,
we expect are more likely to select our products and solutions.
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We have noted we are exposed to variability in our quarterly revenue as a result of large orders, and we are working to reduce this variability by increasing the velocity of our
midrange DXi product sales. Although we had a slower than expected ramp of sales for midrange products in the channel, we continue to focus on building revenue momentum
through partnering with the VAR channel, increased sales and marketing efforts and an expanded midrange product line with products like the DXi6700. Our efforts to increase
revenue momentum also include gaining greater uniformity across geographies, sales territories and with our channel partners. We view our second quarter of fiscal 2011
performance as the foundation from which we can achieve further improvements.

Results

Total revenue for the second quarter of fiscal 2011 decreased $7.2 million to $167.7 million from $174.9 million in the second quarter of fiscal 2010, primarily reflecting the
expected decline in revenue from OEM customers, with the largest revenue decreases from devices, OEM deduplication software and service. Partially offsetting these
decreases, we had a 31% increase in branded disk systems and software solutions revenue in the second quarter of fiscal 2011 compared to the prior year period primarily due to
increased StorNext software sales and sales of our midrange DXi-series disk products. Disk systems and software solutions increased to 16% of total revenue and to 24% of
product revenue in the second quarter of fiscal 2011, up from 14% of total revenue and 21% of product revenue in the second quarter of fiscal 2010. For the second quarter of
fiscal 2011, 80% of non-royalty revenue was branded, compared to 73% for the second quarter of fiscal 2010.

Gross margin decreased 120 basis points and product gross margin decreased 320 basis points compared to the second quarter of fiscal 2010 largely due to decreased revenue
and the resulting shift in our revenue mix from the expected decrease in OEM deduplication software revenue as well as higher costs from a reduction in warranty benefits.
Warranty benefits in the prior year period were attributable to significantly decreasing overall service and repair costs, a declining number of in-warranty units repaired and
numerous products reaching the end of their warranty coverage. Service gross margin increased 180 basis points in the second quarter of fiscal 2011 compared to the second
quarter of fiscal 2010 due to expense reductions in our service delivery model and the changed mix of services for branded products under contract and OEM repairs.

Operating expenses increased 1% to $62.3 million for the second quarter of fiscal 2011 from $61.7 million in the prior year primarily from increased sales and marketing
expenses and investments in research and development, mostly offset by decreased restructuring expenses. Sales and marketing expenses increased due to expanding our sales
force to increase branded product sales as well as increased advertising and marketing expenses related to channel engagement and our go-to-market efforts for new products.
Research and development expense increased due to increased salaries and benefits from investing in our disk systems and software development teams to extend and improve
our product portfolio.

Operating profit decreased $5.8 million to $9.1 million, resulting in a 5.4% operating margin for the second quarter of fiscal 2011 compared to an 8.5% operating margin for the
second quarter of fiscal 2010. Interest expense decreased $0.9 million primarily due to prior year expense for an interest rate collar. We had net income of $3.0 million for the
second quarter of fiscal 2011 compared to $11.4 million for the second quarter of fiscal 2010. Both operating margin and net income were largely impacted by the same factors
that decreased gross margin compared to the prior year period. In addition, we generated $26.2 million of cash from operations in the second quarter of fiscal 2011. We ended
the September 30, 2010 quarter with $98.0 million in cash, cash equivalents and restricted cash.

For the third quarter of fiscal 2011, we anticipate total revenue between $185 million and $200 million, a slightly higher gross margin rate than the second quarter of fiscal
2011, operating expenses of $64 million to $68 million, similar interest expense and tax expense as the second quarter of fiscal 2011 and diluted net income per share of $0.04 to
$0.06. We are reconfirming our total revenue forecast for fiscal 2011, anticipating between $700 million and $750 million in total revenue. In addition, we continue to anticipate
a modest increase in gross margin rates and decreased operating expenses for fiscal 2011 compared to fiscal 2010.
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RESULTS OF OPERATIONS

Revenue
Three Months Ended
September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
Product revenue $ 112,329 67.0% $ 118,327 67.6% $ (5,998) 5.D)%
Service revenue 37,728 22.5% 39,757 22.8% (2,029) (5.1)%
Royalty revenue 17,665 10.5% 16,842 9.6% 823 4.9%
Total revenue $ 167,722 100.0% $ 174,926 100.0% $ (7,204) A4.1)%
Six Months Ended
September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
Product revenue $ 220,783 66.7% $ 223,551 66.7% $ (2,768) (1.2)%
Service revenue 76,365 23.1% 78,659 23.4% (2,294) (2.9)%
Royalty revenue 33,799 10.2% 33,056 9.9% 743 2.2%
Total revenue $ 330,947 100.0% $ 335,266 100.0% $ (4,319) (1.3)%

Total revenue decreased in the second quarter and first six months of fiscal 2011 reflecting the expected declines in OEM revenue. In addition, revenue decreases for the first
half of fiscal 2011 were impacted by canceled or delayed sales across all of our product lines from economic uncertainty in Europe. For the third quarter of fiscal 2011, we
believe the underlying market demand exists to support increased revenue results; however, we continue to face risk associated with economic uncertainty that could result in
end user customers delaying purchase decisions and downsizing configurations. As noted earlier, we are working to increase revenue momentum with our channel partners. We
anticipate increased total revenue for the third quarter of fiscal 2011 compared to the second quarter of fiscal 2011 and project revenue growth for our branded products,
primarily from disk systems and software solutions as well as tape automation systems.

Product Revenue

Our product revenue, which includes sales of our hardware and software products sold through both our Quantum branded and OEM channels, decreased $6.0 million and $2.8
million for the second quarter and first six months of fiscal 2011 compared to the second quarter and first six months of fiscal 2010, respectively, primarily due to anticipated
decreases in OEM sales, specifically revenue from devices and media as well as OEM deduplication software revenue. Revenue from sales of branded products increased 6%
for both the second quarter and first six months of fiscal 2011 compared to the second quarter and first six months of fiscal 2010.

Three Months Ended

September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
Disk systems and software solutions $ 26,963 16.1% $ 25,160 14.4% $ 1,803 7.2%
Tape automation systems 62,862 37.5% 65,509 37.4% (2,647) 4.0)%
Devices and media 22,504 13.4% 27,658 15.8% (5,154) (18.6)%
Product revenue $ 112,329 67.0% $ 118327 67.6% $  (5.998) (5.1)%
Six Months Ended
September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
Disk systems and software solutions $ 58,220 17.6% $ 42,000 12.5% $ 16,220 38.6%
Tape automation systems 119,548 36.1% 126,653 37.8% (7,105) (5.6)%
Devices and media 43,015 13.0% 54,898 16.4% (11,883) (21.6)%
Product revenue $ 220,783 66.7% $ 223,551 66.7% $  (2,768) (1.2)%
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As noted earlier, a primary goal for fiscal 2011 is to grow revenue from disk systems and software solutions. For the second quarter of fiscal 2011, disk systems and software
solutions revenue increased 7% compared to the second quarter of fiscal 2010 primarily due to increased sales of StorNext software, which grew by more than 50% from the
prior year, and increased revenue from the DXi6500-Series and the recently introduced DXi6700-Series disk appliance families. Midrange disk systems revenue more than
tripled from the second quarter of fiscal 2010. Largely offsetting these increases was the expected decrease in OEM deduplication software revenue. For the first six months of
fiscal 2011, our efforts to increase disk systems and software solutions revenue, combined with OEM deduplication software revenue recognized in accordance with contractual
requirements in the first quarter of fiscal 2011, produced a 39% increase compared to the first six months of fiscal 2010. Disk systems and software solutions revenue increases
for the first six months of fiscal 2011 were primarily from increased sales of branded disk systems, for both midrange and enterprise disk systems, as well as increased StorNext
software sales. As a result of these revenue increases, disk systems and software solutions comprised a greater proportion of both product revenue and total revenue in the
second quarter and first six months of fiscal 2011 compared to the second quarter and first six months of fiscal 2010. As noted above, we expect revenue from our disk systems
and software solutions to be a significant driver of growth for the remainder of fiscal 2011.

Tape automation systems revenue decreased 4% and 6% from the second quarter and first six months of fiscal 2010, respectively, primarily due to decreased branded enterprise
tape automation systems sales in North America. We had anticipated higher tape automation system revenue in both North America and EMEA for the second quarter and first
six months of fiscal 2011. This decrease was tempered by increased branded tape automation systems revenue in Asia in the second quarter and first six months of fiscal 2011
compared to the respective prior year periods. In addition, sales of our newer Scalar i40 and i80 products more than replaced the revenue declines from our legacy entry-level
tape automation systems. As a result, overall entry-level tape automation systems revenue increased by 28% and 35% compared to the second quarter and first six months of
fiscal 2010, respectively. Enterprise and midrange tape automation systems revenue from OEM customers decreased as anticipated in the second quarter and first six months of
fiscal 2011 compared to the prior year periods.

Product revenue from devices, which includes tape drives and removable hard drives, and non-royalty media sales declined 19% and 22% from the second quarter and first six
months of fiscal 2010, respectively, primarily due to anticipated decreases in sales of older OEM technology devices that reached, or are nearing, end of life as well as projected
declines in media revenue. Consistent with our expectations, revenue from OEM devices has become an insignificant part of our overall revenue mix. We continue to be
strategic with media sales and have not pursued opportunities that do not provide sufficient margins.

Service Revenue

Service revenue includes revenue from sales of hardware service contracts, product repair, installation and professional services. Hardware service contracts are typically
purchased by our customers to extend their warranties or to provide faster service response times, or both. Service revenue decreases of 5% and 3% for the second quarter and
first six months of fiscal 2011, respectively, compared to the second quarter and first six months of fiscal 2010, were primarily due to decreased OEM product repair services
and to a lesser extent reduced hardware service contract revenues from our OEM customers. Service revenue from our branded products was approximately the same as the
second quarter of fiscal 2010, and service revenue from our branded products increased 2% for the first six months of fiscal 2011 compared to the first six months of fiscal 2010.

Royalty Revenue
Tape media royalties were slightly higher in the second quarter and first six months of fiscal 2011 compared to the second quarter and first six months of fiscal 2010,

respectively, primarily due to increased media unit sales by media licensees. Royalties from LTO media, primarily LTO-5 media formats, increased more than decreases from
maturing DLT media in the three and six months ended September 30, 2010, compared to the prior year periods.
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Gross Margin

Three Months Ended

September 30, Gross September 30, Gross %
(In thousands) 2010 margin % 2009 margin % Change Change
Product gross margin $ 39,262 35.0% $§ 45250 382%  $(5,988)  (13.2)%
Service gross margin 14,469 38.4% 14,537 36.6% (68) (0.5)%
17,665 100.0% 16,842 100.0% 823 4.9%

Royalty gross margin

Gross margin $ 71,396 42.6% $ 76,629 43.8%  $(5,233) (6.8)%

Six Months Ended

September 30, Gross September 30, Gross %
2010 margin % 2009 margin % Change Change
Product gross margin $ 77,081 349% $§ 78,388 35.1%  $(1,307) (1.7)%
Service gross margin 27,970 36.6% 26,828 34.1% 1,142 4.3%
Royalty gross margin 33,799 100.0% 33,056  100.0% 743 2.2%
Gross margin $ 138,850 42.0% $ 138272 41.2% $ 578 0.4%

The 120 basis point decrease in gross margin percentage for the second quarter of fiscal 2011 compared to the second quarter of fiscal 2010 was largely due to decreased revenue
and the resulting change in our revenue mix. OEM deduplication software revenue provides one of our highest product margins and we had a significant decrease in OEM
deduplication software revenue in the second quarter of fiscal 2011 compared to the second quarter of fiscal 2010. In addition, we had a reduction in warranty benefits in the
second quarter of fiscal 2011 compared to the second quarter of fiscal 2010. Warranty benefits in the prior year period were attributable to significantly decreasing overall
service and repair costs, a declining number of in-warranty units repaired and numerous products reaching the end of their warranty coverage. Partially offsetting these

decreases was an increased percentage of products sold through our branded channels compared to the second quarter of fiscal 2010. Branded sales comprised 80% of non-
royalty revenue for the second quarter of fiscal 2011 compared to 73% for the second quarter of fiscal 2010. Sales of branded products typically generate higher gross margins
than sales to our OEM customers; however, as noted above, OEM deduplication software revenue provides one of our highest product margins.

The gross margin rate decrease in the second quarter of fiscal 2011 was more than offset by gross margin rate increases in the first quarter of fiscal 2011, resulting in an 80 basis
point increase in gross margin rate for the first six months of fiscal 2011 compared to the first six months of fiscal 2010. This increase in gross margin percentage was primarily
due to changes in our revenue mix, partially offset by the reduction in warranty benefits for the first half of fiscal 2011 compared to the first half of fiscal 2010. We have

emphasized sales growth of our disk systems and software solutions which increased to 18% of revenue in the first six months of fiscal 2011 compared to 13% of revenue in the

prior year period.

We expect slightly higher gross margin rates in the third quarter of fiscal 2011 compared to the second quarter of fiscal 2011 and a modest increase in gross margin rates for the
full fiscal year compared to fiscal 2010.

Product Margin

Our product gross margin dollars decreased $6.0 million and $1.3 million in the second quarter and first six months of fiscal 2011, respectively, and product gross margin rate
decreased 320 basis points and 20 basis points in the second quarter and first six months of fiscal 2011, respectively, compared to the second quarter and first six months of

fiscal 2010. These decreases were largely due to decreased product revenue and the resulting change in our product revenue mix. As noted above, the decreased gross margin
rates were impacted by the decrease in OEM deduplication software revenue and lower warranty benefits in the second quarter of fiscal 2011 than the second quarter of fiscal

2010.
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Service Margin

Service gross margin dollars were relatively unchanged in the second quarter of fiscal 2011 and increased $1.1 million in the first six months of fiscal 2011 compared to the
prior year periods. Our service gross margin percentage increased 180 basis points and 250 basis points in the second quarter and first six months of fiscal 2011, respectively, as
compared to the second quarter and first six months of fiscal 2010, primarily due to expense reductions in our service delivery model and the changed mix of services for
branded products under contract and OEM repairs. We have reduced expense in our service delivery model by repairing certain product lines in our facilities at a lower cost
than we incurred with external service providers.

Research and Development Expenses

Three Months Ended

September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
Research and development $ 18,128 108% $ 16,907 9.7% $ 1,221 7.2%
Six Months Ended
September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
Research and development $ 36,250 11.0% $ 33,439 10.0% $ 2811 8.4%

The increase in research and development expenses compared to the second quarter and first six months of fiscal 2010 was primarily due to a $0.8 million and $2.3 million
increase, respectively, in salaries and benefits from investment in our disk systems and software development teams for new product development efforts. In addition, we have
utilized external service providers more in our development efforts resulting in a $0.6 million increase in external service costs in the first six months of fiscal 2011 compared to
the first six months of fiscal 2010.

Sales and Marketing Expenses

Three Months Ended

September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
Sales and marketing $ 29,119 174% $ 272880 159% $ 1,239 4.4%
Six Months Ended
September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
Sales and marketing $ 59,197 17.9% $ 55,173 16.5% $ 4,024 7.3%

The increase in sales and marketing expense for the second quarter and first six months of fiscal 2011 over the second quarter and first six months of fiscal 2010 was largely due
to a $0.7 million and $1.7 million increase, respectively, in salaries and benefits from growing our branded sales force. In addition, we increased advertising and marketing
expenditures by $0.6 million and $1.7 million in the second quarter and first six months of fiscal 2011, respectively, related to new product introductions and efforts to expand
our position with the customer bases of our key channel partners. We believe these programs will help us gain greater revenue momentum with end users and within the channel.
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General and Administrative Expenses

Three Months Ended

September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
General and administrative $ 14941 89% § 15218 87% § (277) (1.8)%
Six Months Ended
September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
General and administrative $ 30,424 92% $ 29,723 89% $ 701 2.4%

The decrease in general and administrative expenses for the second quarter of fiscal 2011 compared to the second quarter of fiscal 2010 was primarily due to decreased salaries
and benefits. The increase in general and administrative expenses for the first six months of fiscal 2011 compared to the first six months of fiscal 2010 was primarily from $0.6
million more in bad debt recoveries in the first half of fiscal 2010 than in the first six months of fiscal 2011.

Restructuring Charges

Three Months Ended
September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
Restructuring charges $ 94 0.1% $ 1,696 1.0% $ (1,602) (94.5)%

Six Months Ended

September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
Restructuring charges $ 11 —% $ 4,806 14% $ (4,795) (99.8)%

The decreases in restructuring charges for the second quarter and first six months of fiscal 2011 compared to the second quarter and first six months of fiscal 2010 was primarily
due to facility restructuring from vacating and accruing the remaining contractual lease payments on four facilities in the prior year. For additional information, refer to Note 9
“Restructuring Charges.” Until we achieve sustained profitability, we may incur additional charges in the future related to further cost reduction steps.

Interest Income and Other, Net

Three Months Ended

September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
Interest income and other, net $ 306 02% $ 1,265 0.7% $ (959) (75.8)%
Six Months Ended
September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
Interest income and other, net $ 274 0.1% $ 1,269 04% $ (995 (78.4)%

The decrease in interest income and other, net for the second quarter and first six months of fiscal 2011 compared to the second quarter and first six months of fiscal 2010 was
largely due to $0.4 million and $0.6 million, respectively, of fair value gains on an interest rate collar in the prior year periods. The interest rate collar expired December 31,
2009. In addition, we had a $0.4 million decrease from both the second quarter and first six months of fiscal 2010 due to higher net foreign exchange gains in the prior year
periods. The foreign exchange gains in the second quarter and first six months of fiscal 2010 were primarily due to the U. S. dollar weakening against the euro and the
Australian dollar.
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Interest Expense

Three Months Ended

September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
Interest expense $ 6,001 36% $ 6,935 40% $ (934 (13.5)%
Six Months Ended
September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
Interest expense $ 12,116 37% $ 12,586 38% $ (470) (3.71)%

Interest expense decreased $0.9 million and $0.5 million in the second quarter and first six months of fiscal 2011, respectively, primarily due to interest paid in the second
quarter and first six months of fiscal 2010 related to an interest rate collar. The collar expired on December 31, 2009. Interest expense also includes the amortization of debt
issuance costs for debt facilities.

Gain on Debt Extinguishment, Net of Costs

Three Months Ended
September 30, % of September 30, % of %
(In thousands) 2010 revenue 2009 revenue Change Change
Gain on debt extinguishment, net of costs $ — —% $ 1,569 09% $ (1,569) (100.0)%

Six Months Ended

September 30, % of September 30, % of %
2010 revenue 2009 revenue Change Change
Gain on debt extinguishment, net of costs $ — —% $ 12,859 3.8% $ (12,859) (100.0)%

During the second quarter of fiscal 2010, we refinanced $50.7 million aggregate principal amount of our convertible subordinated debt at $950 per $1,000 through a private
transaction. In connection with this transaction, we recorded a gain on debt extinguishment, net of costs, of $1.6 million comprised of the gross gain of $2.5 million from the
notes purchased, reduced by $0.7 million in expenses and $0.2 million of unamortized debt costs related to the purchased notes.

During the first six months of fiscal 2010, we refinanced $137.9 million aggregate principal amount of our convertible subordinated debt, consisting of the $50.7 million noted
above in the private transaction and $87.2 million through a tender offer. In connection with these transactions, we recorded a gain on debt extinguishment, net of costs, of
$12.9 million comprised of the gross gain of $15.6 million, reduced by $2.1 million in expenses and $0.6 million of unamortized debt costs related to the refinanced notes.

Income Taxes

Three Months Ended

% of % of
September 30, pre-tax September 30, pre-tax %
(In thousands) 2010 income 2009 income Change Change
Income tax provision (benefit) $ 394 11.5% $ (528) “4.9% $ 922 n/m
Six Months Ended
% of % of
September 30, pre-tax September 30, pre-tax %
2010 income 2009 income Change Change
Income tax provision $ 797 70.8% $ 310 1.9% $ 487 157.1%
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The income tax provision for the second quarter and first six months of fiscal 2011 and for the first six months of 2010 primarily reflects expenses for foreign income taxes and
state taxes. The tax benefit for the second quarter of fiscal 2010 was due to lower foreign income taxes and U.S. tax refunds from amended filings. We have provided a full

valuation allowance against our U.S. net deferred tax assets due to our history of net losses, difficulty in predicting future results and our conclusion that we cannot rely on
projections of future taxable income to realize the deferred tax assets.

Significant management judgment is required in determining our deferred tax assets and liabilities and valuation allowances for purposes of assessing our ability to realize any
future benefit from our net deferred tax assets. We intend to maintain this valuation allowance until sufficient positive evidence exists to support a reversal or decrease in this
allowance. Future income tax expense will be reduced to the extent that we have sufficient positive evidence to support a reversal of, or decrease in, our valuation allowance.

Amortization of Intangible Assets

The following tables detail intangible asset amortization expense within our Condensed Consolidated Statements of Operations (in thousands):

Three Months Ended
September 30, 2010 September 30, 2009 Change
Cost of revenue $ 3,966 $ 5499 § (1,533)
Research and development 100 100 —
Sales and marketing 3,362 3,394 (32)
General and administrative 25 25 —
$ 7,453 $ 9,018 $ (1,565)

Six Months Ended

September 30, 2010 September 30, 2009 Change
Cost of revenue $ 9,513 § 10,974 $ (1,461)
Research and development 200 200 —
Sales and marketing 6,756 6,788 (32)
General and administrative 50 50 —
$ 16,519  §$ 18,012  $ (1,493)

The decrease in intangible expense in the second quarter and first six months of fiscal 2011 compared to the second quarter and first six months of fiscal 2010 was due to certain

intangibles becoming fully amortized in the second quarter of fiscal 2011. For further information regarding amortizable intangible assets, refer to Note 6 “Goodwill and
Intangible Assets.”

Share-based Compensation

The following table summarizes share-based compensation within our Condensed Consolidated Statements of Operations (in thousands):

Three Months Ended
September 30, 2010 September 30, 2009 Change
Cost of revenue $ 444  $ 319§ 125
Research and development 581 582 (1)
Sales and marketing 720 760 (40)
General and administrative 729 1,014 (285)
$ 2474  $ 2,675 $ (201)
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Six Months Ended

September 30, 2010 Sep ber 30, 2009 Change
Cost of revenue $ 904 § 619 § 285
Research and development 1,330 1,220 110
Sales and marketing 1,605 1,218 387
General and administrative 1,677 1,756 (79)

$ 5516 § 4,813 $§ 703

The increase in share-based compensation for the first six months of fiscal 2011 compared to the first six months of fiscal 2010 was primarily due to a $0.8 million increase from
rights to purchase shares of company stock resulting from reinstatement of the Purchase Plan on January 1, 2010. The Purchase Plan was suspended throughout the first six
months of fiscal 2010.

LIQUIDITY AND CAPITAL RESOURCES

Following is a summary of cash flows from operating, investing and financing activities (in thousands):

Six Months Ended
September 30, 2010 September 30, 2009
Net income $ 329 $ 16,363
Net cash provided by operating activities 10,489 64,453
Net cash used in investing activities (7,513) (3,022)
Net cash used in financing activities (21,751) (64,158)

Six Months Ended September 30, 2010

The $10.2 million difference between reported net income and cash provided by operating activities during the six months ended September 30, 2010 was primarily due to
$35.6 million in non-cash expenses, the largest of which were amortization, depreciation, service parts lower of cost or market adjustment and share-based compensation. This
was partially offset by an $18.1 million decrease in deferred revenue, a $3.6 million decrease in accounts payable and a $3.2 million decrease in accrued compensation. The
decrease in deferred revenue was primarily due to the final utilization of an OEM deduplication software prepayment and to a lesser extent, a typical seasonal decline in service
contract volumes. The majority of our service contracts renew in our third and fourth fiscal quarters. The decrease in accounts payable was primarily due to timing of vendor
payments, and the decrease in accrued compensation was primarily due to the timing of payroll payments.

Cash used in investing activities reflects $7.7 million of equipment purchases during the six months ended September 30, 2010. Equipment purchases were primarily for
engineering and IT software and engineering test equipment to support product development activities.

Cash used in financing activities during the first six months of fiscal 2011 was primarily due to repaying the outstanding $22.1 million of the convertible subordinated notes at
maturity.

Six Months Ended September 30, 2009

The $48.1 million difference between reported net income and cash provided by operating activities during the six months ended September 30, 2009 was due in part to $34.7
million in non-cash expenses, the largest of which were amortization, depreciation and share-based compensation. Non-cash expenses were partially offset by a $15.6 million
non-cash gain on debt extinguishment. Cash provided by operating activities was also due to a $15.5 million increase in deferred revenue, a $7.9 million reduction in
manufacturing inventories and a $5.1 million increase in accounts payable. Deferred revenue increases were primarily attributable to prepaid license fees under an OEM
agreement partially offset by lower service contract volumes. Manufacturing inventories decreased due to planned reductions in inventory levels. The increase in accounts
payable was primarily due to lower expenditures and the timing of purchases and payments.
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Cash used in investing activities reflects $3.1 million of equipment purchases during the six months ended September 30, 2009. Equipment purchases were primarily for
engineering and IT equipment to support product development activities and leasehold improvements for a facility.

Cash used in financing activities during the first six months of fiscal 2010 was primarily due to repaying $61.0 million of our term debt under the senior secured credit
agreement with Credit Suisse (“CS credit agreement”). We refinanced the majority of our convertible subordinated notes during the first half of fiscal 2010, and repayments of
these notes were mostly offset by borrowings under two credit agreements with EMC International Company (“EMC credit agreements”).

Capital Resources and Financial Condition

We have made progress in increasing operating income levels, and we continue to focus on improving our operating performance. Our efforts are intended to increase revenue in
higher margin areas of the business and to continue to improve margins in order to return to consistent profitability and to generate positive cash flows from operating activities.
In addition, we may explore refinancing opportunities that reduce interest expense on our debt or provide other favorable terms. We believe that our existing cash and capital
resources will be sufficient to meet all currently planned expenditures, debt repayments, contractual obligations and sustain operations for at least the next 12 months. This
belief is dependent upon our ability to achieve revenue and gross margin projections and to continue to control operating expenses in order to provide positive cash flow from
operating activities. Should any of the above assumptions prove incorrect, either in combination or individually, it would likely have a material negative effect on our cash
balances and capital resources.

The following is a description of our existing capital resources including outstanding balances, funds available to borrow, and primary repayment terms including interest rates.

Under the CS credit agreement, we have the ability to borrow up to $50.0 million under a senior secured revolving credit facility which expires July 12, 2012. As of September
30, 2010, we have letters of credit totaling $1.2 million reducing the amount available to borrow on this revolver to $48.8 million. Quarterly, we are required to pay a 0.5%
commitment fee on the undrawn amount under the revolving credit facility.

Our outstanding term debt under the CS credit agreement was $185.1 million at September 30, 2010. We made a $20.0 million principal prepayment on October 29, 2010,
reducing the balance of the term loan to $165.1 million. This loan matures on July 12, 2014 and has a variable interest rate. The interest rate on the term loan was 3.76% at
September 30, 2010. We are required to make quarterly interest and principal payments on the term loan. In addition, on an annual basis, we are required to perform a
calculation of excess cash flow which may require an additional payment of the principal amount in certain circumstances. To date, the annual calculations of excess cash flow
have not required additional payments. There is a blanket lien on all of our assets under the CS credit agreement in addition to certain financial and reporting covenants. As of
September 30, 2010, we were in compliance with all debt covenants.

In addition, on October 26, 2010, we entered into an amendment to the CS credit agreement that provides us, among other changes, with additional flexibility to issue equity
securities or certain subordinated debt securities in order to refinance our outstanding senior subordinated indebtedness under the EMC credit agreements.

We have $121.7 million in term loans under the EMC credit agreements, of which $21.7 million matures on December 31, 2011 and $100.0 million matures on September 30,
2014. These loans have similar terms, including a 12.0% fixed interest rate. We are required to make quarterly interest payments on these loans.

The $22.1 million aggregate principal amount of convertible subordinated notes held at June 30, 2010 matured on August 1, 2010 and was repaid with cash on hand.

Generation of positive cash flow from operating activities has historically been, and will continue to be, an important source of cash to fund operating needs and meet our
current and long-term obligations. In addition, we believe generation of positive cash flow from operating activities will provide us with improved financing capacity. We have
taken many actions to offset the negative impact of the recession and its impact on the backup, archive and recovery market. We cannot provide assurance that the actions we
have taken in the past or any actions we may take in the future will ensure a consistent, sustainable and sufficient level of net income and positive cash flow from operating
activities to fund, sustain or grow our business. Certain events that are beyond our control, including prevailing economic, competitive and industry conditions, as well as
various legal and other disputes, may prevent us from achieving these financial objectives. Any inability to achieve consistent and sustainable net income and cash flow could
result in:
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(i) Restrictions on our ability to manage or fund our existing operations, which could result in a material and adverse effect on our future results of operations and financial
condition.

(i) Unwillingness on the part of the group lenders that provide our CS credit agreement to do any of the following:

e Provide a waiver or amendment for any covenant violations we may experience in future periods, thereby triggering a default under, or termination of, the
revolving credit line and term loan, or
e Approve any other amendments to the CS credit agreement we may seek to obtain in the future.

Any lack of renewal, waiver, or amendment, if needed, could result in the revolving credit line and CS term loan becoming unavailable to us and any amounts outstanding
becoming immediately due and payable. In addition, the EMC credit agreements contain cross-default provisions. In the case of our borrowings at October 29, 2010, this
would mean $286.8 million could become immediately payable.

(iii) Further impairment of our financial flexibility, which could require us to raise additional funding in the capital markets sooner than we otherwise would, and on terms less
favorable to us, if available at all.

Any of the above mentioned items, individually or in combination, could have a material and adverse effect on our results of operations, available cash and cash flows, financial
condition, access to capital and liquidity.

CRITICAL ACCOUNTING ESTIMATES AND POLICIES

Our discussion and analysis of the financial condition and results of operations is based on the accompanying Condensed Consolidated Financial Statements, which have been
prepared in accordance with accounting principles generally accepted in the United States of America. The preparation of these statements requires us to make significant
estimates and judgments about future uncertainties that affect reported assets, liabilities, revenues and expenses and related disclosures. We base our estimates on historical
experience and on various other assumptions believed to be reasonable under the circumstances. In the event that estimates or assumptions prove to be different from actual
results, adjustments are made in subsequent periods to reflect more current information. The accounting estimates requiring our most difficult, subjective or complex judgments
are unchanged except for the revenue recognition estimates and policies described below. Our critical accounting estimates and policies have been disclosed in our Annual
Report on Form 10-K for the year ended March 31, 2010 filed with the Securities and Exchange Commission on June 11, 2010.

Revenue Recognition
The following have been updated to reflect new standards adopted at the beginning of our first quarter of fiscal 2011.

Application of newly adopted accounting principles related to measurement and recognition of revenue requires us to make judgments and estimates in the separation and
allocation of consideration for multiple deliverable revenue arrangements and the scope of the software revenue recognition guidance.

Tangible products containing software and nonsoftware components that function together to deliver the product’s essential functionality are no longer within the scope of
software revenue guidance and; therefore, we use judgment to determine which guidance our new products are subject to. If scoped out of existing software revenue guidance,
these arrangements are accounted for based on other applicable revenue recognition guidance. For any undelivered elements in multiple element software arrangements we
determine fair value based on vendor-specific objective evidence (“VSOE”), which consists of the prices charged when these services are sold separately or, for new software
products, the price established by management. If VSOE does not exist for undelivered elements, the revenue for the entire arrangement is deferred until all elements have been
delivered.
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When we enter into multiple deliverable revenue arrangements with customers which are not subject to software revenue guidance, we use judgment to (1) separate the
deliverables based on specific criteria, (2) assign an estimated selling price to each deliverable based on the selling price hierarchy using VSOE, third-party evidence (“TPE”) or
estimated selling prices (“ESP”) and (3) allocate the total arrangement consideration using the relative selling price method. When VSOE cannot be established we attempt to
establish the selling price of each element based on TPE. TPE is determined based on competitor prices for largely interchangeable products when sold separately. When we are
unable to establish selling price using VSOE or TPE, we use ESP. We use judgment to determine ESP, which is the price at which we would transact a sale if the product or
service were regularly sold on a standalone basis. In this determination we consider our discounting and internal pricing practices, external market conditions and competitive
positioning for similar offerings. Additionally, for certain transactions we use judgment in determining whether any undelivered elements are essential to the functionality of the
delivered elements in order to determine the appropriate timing of revenue recognition. If specific criteria are not met, the arrangement is accounted for as one unit of accounting
which would result in revenue being deferred until the earlier of when such criteria are met, when the last undelivered element is delivered or ratably over the contract term as
appropriate.

RECENT ACCOUNTING PRONOUNCEMENTS

In the first quarter of fiscal 2011, we elected to early adopt the amended revenue recognition guidance for multiple element deliverable arrangements as well as for software
revenue recognition on a prospective basis for applicable transactions originating or materially modified on or after April 1, 2010. The adoption of these standards did not have a
material impact on our financial position or results of operations. For additional information regarding the adoption of these amendments and our assessment of other recent
accounting pronouncements, refer to Note 3 “Significant Accounting Policies; New Accounting Standards.”

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
We are exposed to a variety of risks, including changes in interest rates and foreign currency fluctuations.
Market Interest Rate Risk

Changes in interest rates affect interest income earned on our cash equivalents. In addition, changes in interest rates affect interest expense on our borrowings under the CS
credit agreement. Our term loans under the EMC credit agreements have fixed interest rates, thus a hypothetical 100 basis point increase in interest rates would not impact
interest expense on these borrowings.

Our cash equivalents consisted solely of money market funds during the six months ended September 30, 2010. During the first six months of fiscal 2011, interest rates on these
funds were under 1.0% and we earned negligible amounts in interest income.

Interest accrues on our CS term loan at our option, based on either, a prime rate plus a margin of 2.5%, or a LIBOR rate plus a margin of 3.5%. A hypothetical 100 basis point
increase in interest rates would have increased interest expense $0.9 million for the first six months of fiscal 2011.

Foreign Currency Exchange Rate Risk

As a multinational corporation, we are exposed to changes in foreign exchange rates. The assets and liabilities of many of our non-U.S. subsidiaries have functional currencies
other than the U.S. dollar and are translated into U.S. dollars at exchange rates in effect at the balance sheet date. Income and expense items are translated at the average
exchange rates prevailing during the period. A 10% depreciation of the U.S. dollar would have resulted in an immaterial change to income before income taxes for the six
months ended September 30, 2010. We determined this result by applying a different exchange rate to translate and revalue the financial statements of our subsidiaries with a
functional currency other than the U.S. dollar.
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ITEM 4. CONTROLS AND PROCEDURES

(@)  Evaluation of disclosure controls and procedures. Our management evaluated, with the participation of our Chief Executive Officer and our Chief Financial Officer, the
effectiveness of our disclosure controls and procedures as of the end of the period covered by this Quarterly Report on Form 10-Q. Based on this evaluation, our Chief
Executive Officer and our Chief Financial Officer have concluded that our disclosure controls and procedures are effective to ensure that information we are required to
disclose in reports that we file or submit under the Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the time
periods specified in Securities and Exchange Commission rules and forms.

(b)  Changes in internal control over financial reporting. There was no change in our internal control over financial reporting that occurred during the fiscal quarter covered
by this Quarterly Report on Form 10-Q that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
None
ITEM 1A. RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE RISKS DESCRIBED BELOW, TOGETHER WITH ALL OF THE OTHER INFORMATION INCLUDED IN THIS
QUARTERLY REPORT ON FORM 10-Q. THE RISKS AND UNCERTAINTIES DESCRIBED BELOW ARE NOT THE ONLY ONES FACING QUANTUM.
ADDITIONAL RISKS AND UNCERTAINTIES NOT PRESENTLY KNOWN TO US OR THAT ARE CURRENTLY DEEMED IMMATERIAL MAY ALSO IMPAIR
OUR BUSINESS AND OPERATIONS. THIS QUARTERLY REPORT ON FORM 10-Q CONTAINS “FORWARD-LOOKING” STATEMENTS THAT INVOLVE RISKS
AND UNCERTAINTIES. PLEASE SEE “MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS” FOR
ADDITIONAL DISCUSSION OF THESE FORWARD-LOOKING STATEMENTS.

We rely on indirect sales channels to market and sell our branded products. Therefore, the loss of or deterioration in our relationship with one or more of our
resellers or distributors, or our inability to establish new indirect sales channels to drive growth of our disk systems revenue, could negatively affect our operating
results.

We sell the majority of our branded products to value-added resellers, or VARs, and to direct marketing resellers such as CDW Corporation, who in turn sell our products to end
users, and to distributors such as Avnet, Inc., Ingram Micro, Inc. and others. We also have a relationship with EMC Corporation (“EMC”) through which we make available our
branded products that complement EMC’s product offerings. The success of these sales channels is hard to predict, particularly over time, and we have no purchase
commitments or long-term orders from them that assure us of any baseline sales through these channels. Several of our resellers carry competing product lines that they may
promote over our products. A reseller might not continue to purchase our products or market them effectively, and each reseller determines the type and amount of our products
that it will purchase from us and the pricing of the products that it sells to end user customers. Establishing new indirect sales channels is an important part of our strategy to
drive growth of our disk systems revenue, especially for midrange products.

Certain of our contracts with our distributors contain “most favored nation” pricing provisions mandating that we offer our products to these customers at the lowest price
offered to other similarly situated customers. In addition, sales of our enterprise-class libraries, and the revenue associated with the on-site service of those libraries, are
somewhat concentrated in specific customers, including government agencies and government-related companies. Our operating results could be adversely affected by any
number of factors including:

A change in competitive strategy that adversely affects a reseller’s willingness or ability to distribute our products;
The reduction, delay or cancellation of orders or the return of a significant amount of products;

Our inability to gain traction in developing new indirect sales channels for our midrange disk system products;
The loss of one or more of such distributors or resellers;

Any financial difficulties of such distributors or resellers that result in their inability to pay amounts owed to us; or
Changes in requirements or programs that allow our products to be sold by third parties to government customers.
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Our operating results depend on new product introductions, which may not be successful, in which case our business, financial condition and operating results may be
materially and adversely affected.

To compete effectively, we must continually improve existing products and introduce new ones, such as our new DXi-Series product offerings and next generation StorNext
software. We have devoted and expect to continue to devote considerable management and financial resources to these efforts. We cannot provide assurance that:

We will introduce new products in the timeframe we are forecasting;

We will not experience technical, quality, performance-related or other difficulties that could prevent or delay the introduction and market acceptance of new products;
Our new products will achieve market acceptance and significant market share, or that the markets for these products will continue or grow as we have anticipated;
Our new products will be successfully or timely qualified with our customers by meeting customer performance and quality specifications which must occur before
customers will place large product orders; or

e We will achieve high volume production of these new products in a timely manner, if at all.

If we are not successful in timely completion of our new product qualifications and then ramping sales to our key customers, our revenue and results of operations could be
adversely impacted. In addition, if the quality of our products is not acceptable to our customers, this could result in customer dissatisfaction, lost revenue and increased
warranty and repair costs.

Competition has increased and evolved, and may increasingly intensify, in the tape and disk storage products markets as a result of competitors introducing products
based on new technology standards, and merger and acquisition activity, which could materially and adversely affect our business, financial condition and results of
operations.

Our disk systems compete with product offerings of EMC, Hewlett Packard Co. (“HP”), International Business Machines (“IBM”) and NetApp, Inc. A number of our
competitors also license technology from competing start-up companies such as FalconStor Software, Inc. and Sepaton Inc. These competitors are aggressively trying to
advance and develop new technologies and products to compete against our technologies and products, and we face the risk that customers could choose competitor products
over ours due to these features and technologies. Competition in the disk systems market, including deduplication and replication technologies, is characterized by technological
innovation and advancement. As a result of competition and new technology standards, our sales or gross margins for disk systems could decline, which could materially and
adversely affect our business, financial condition and results of operations.

Our tape automation products compete with product offerings of Dell Inc. (“Dell””), HP, IBM and Oracle Corporation (“Oracle”). Increased competition has resulted in
decreased prices for entry-level tape automation products and more product offerings by our competitors that incorporate new features and technologies. We face risks that
customers could choose competitor products over ours due to these features and technologies. If competition further intensifies, or if industry consolidation occurs, our sales and
gross margins for tape automation systems could decline, which could materially and adversely affect our business, financial condition and results of operations.

Our tape drive business competes with companies that develop, manufacture, market and sell tape drive and tape automation products. The principal competitors for our tape
drive products include HP and IBM. These competitors are aggressively trying to advance and develop new technologies and products to compete against our technologies and
products. This intense competition, and additional factors, such as the possibility of further industry consolidation, has resulted in decreased prices of tape drives and
increasingly commoditized products. Our response has been to manage our tape drive business at the material margin level and we have chosen not to compete for sales in
intense price-based situations. Our focus has shifted to higher margin opportunities in other product lines. Although revenue from tape drives has decreased in recent years, our
material margins have remained relatively stable over this period. We face risk of reduced shipments of our tape drive products, and could have reduced margins on these
products, which could materially and adversely impact our business, financial condition and results of operations.

Additionally, the competitive landscape continues to change due to merger and acquisition activity in the storage industry, such as the purchase of Sun by Oracle Corporation
and the acquisition of Data Domain by EMC. Transactions such as these may impact us in a number of ways. For instance, they could result in:

e Smaller number of competitors having greater resources and becoming more competitive with us;
e Companies that we have not historically competed against entering into one or more of our primary markets and increasing competition in that market(s); and
e Customers that are also competitors becoming more competitive with us and/or reducing their purchase of our products.
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These transactions also create uncertainty and disruption in the market, given that it is often unknown whether a pending transaction will be completed, the timing of such a
transaction, and its degree of impact. Given these factors and others, such merger and acquisition activity may materially and adversely impact our business, financial condition
and results of operations.

We derive the majority of our revenue from products incorporating tape technology. If competition from new or alternative storage technologies continues or
increases, our business, financial condition and operating results could be materially and adversely affected.

We derive the majority of our revenue from products that incorporate some form of tape technology and we expect to continue to derive a majority of our revenue from these
products for the foreseeable future. As a result, our future operating results depend in significant part on the continued market acceptance of products employing tape drive
technology. Our tape products, including tape drives and automation systems, are increasingly challenged by products using hard disk drive technology, such as VTL, standard
disk arrays and NAS. If disk products gain comparable or superior market acceptance, or their costs decline far more rapidly than tape drive and media costs, the competition
resulting from these products would increase as our tape customers migrate toward them.

We are working to address this risk through our own targeted investment in disk products and other alternative technologies, but these markets are characterized by rapid
innovation, evolving customer demands and strong competition, including competition with several companies who are also significant customers. If we are not successful in
our efforts, our business, financial condition and operating results could be materially and adversely affected.

A large percentage of our sales come from a few customers, some of which are also competitors, and these customers generally have no minimum or long-term
purchase commitments. The loss of, or a significant reduction in demand from, one or more key customers could materially and adversely affect our business,
financial condition and operating results.

Our sales have been and continue to be concentrated among a few customers. For example, sales to our top five customers in fiscal 2010 represented 37% of total revenue. This
sales concentration does not include revenues from sales of our media that our licensees sold to these customers, for which we earn royalty revenue. Furthermore, customers are
not obligated to purchase any minimum product volume and our relationships with our customers are terminable at will. As an example, in fiscal 2010, sales to Dell contributed
approximately 13% of our revenue, a decline from prior years. If we experience further declines in revenue from Dell or any of our other large customers, we could be
materially and adversely affected. In addition, certain of our large customers are also our competitors, and such customers could decide to reduce or terminate their purchases of
our products for competitive reasons. Merger and acquisition activity, such as the purchase of Data Domain by EMC, could increase the risk that large customers reduce or
terminate their purchases of our products.

Many of our tape and disk products are primarily incorporated into larger storage systems or solutions that are marketed and sold to end users by our large OEM customers as
well as our value added resellers, channel partners and other distributors. Because of this, we have limited market access to these end users, limiting our ability to reach and
influence their purchasing decisions. These market conditions further our reliance on these OEM and other large customers. Thus if they were to significantly reduce, cancel or
delay their orders with us, our results of operations could be materially and adversely affected.

If our products fail to meet our or our customers’ specifications for quality and reliability, our results of operations may be adversely impacted and our competitive
position may suffer.

Although we place great emphasis on product quality, we may from time to time experience problems with the performance of our products, which could result in one or more
of the following:

Increased costs related to fulfillment of our warranty obligations;

The reduction, delay or cancellation of orders or the return of a significant amount of products;
Focused failure analysis causing distraction of the sales, operations and management teams; or
The loss of reputation in the market and customer goodwill.
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These factors could cause our business, financial condition and results of operations to be materially and adversely affected.

We have significant indebtedness, which has substantial debt service obligations and operating and financial covenants that constrain our ability to operate our
business. Unless we are able to generate sufficient cash flows from operations to meet these debt obligations, our business, financial condition and operating results
could be materially and adversely affected.

In connection with our acquisition of Advanced Digital Information Corporation in August 2006, we incurred significant indebtedness and increased interest expense
obligations. Our level of indebtedness presents significant risks to investors, both in terms of the constraints that it places on our ability to operate our business and because of
the possibility that we may not generate sufficient cash to pay the principal and interest on our indebtedness as it becomes due.

The significance of our substantial debt could have important consequences, such as:

e Requiring that we dedicate a significant portion of our cash flow from operations and other capital resources to debt service, thereby reducing our ability to fund
working capital, capital expenditures, research and development and other cash requirements;

e Making it more difficult or impossible for us to make payments on other indebtedness or obligations;

e Increasing our vulnerability to adverse economic and industry conditions;

e Limiting our flexibility in planning for, or reacting to, changes and opportunities in the markets in which we compete, such as limiting our ability to engage in mergers
and acquisitions activity, which may place us at a competitive disadvantage; and

e Limiting our ability to incur additional debt on acceptable terms, if at all.

In addition, there is a risk that we may not be able to repay our debt obligations as they become due. We incurred significant losses from fiscal 2002 through fiscal 2009. Our
ability to meet our debt service obligations and fund our working capital, capital expenditures, acquisitions, research and development and other general corporate needs
depends upon our ability to generate sufficient cash flow from operations. We cannot provide assurance that we will generate sufficient cash flow from operations to service
these debt obligations, or that future borrowings or equity financing will be available to us on commercially reasonable terms, or at all, or available in an amount sufficient to
enable us to pay our debt obligations or fund our other liquidity needs. Unless we are able to consistently generate cash flows from operations, we may not generate sufficient
cash flow to service our debt obligations, which could require that we reduce or delay capital expenditures and/or sell assets, thereby affecting our ability to remain competitive
and materially and adversely affecting our business. Such a failure to repay our debt obligations when due would result in default under our loan agreements, which would give
our lenders the right to seize all of our assets. Any such inability to meet our debt obligations could therefore have a material and adverse effect on our business, financial
condition and results of operations.

Our Credit Suisse credit agreement contains various covenants that limit our discretion in the operation of our business, which could have a materially adverse effect
on our business, financial condition and results of operations.

Our CS credit agreement contains numerous restrictive covenants that require us to comply with and maintain certain financial tests and ratios, as well as restrict our ability to:

Incur debt;

Incur liens;

Make acquisitions of businesses or entities or sell certain assets;
Make investments, including loans, guarantees and advances;
Make capital expenditures beyond a certain threshold;

Engage in transactions with affiliates;

Pay dividends or engage in stock repurchases; and

Enter into certain restrictive agreements.

Our ability to comply with covenants contained in our credit agreement may be affected by events beyond our control, including prevailing economic, financial and industry
conditions. In prior years, we violated certain financial covenants under a prior credit agreement and received waivers or amendments for such violations. Even if we are able to
comply with all covenants, the restrictions on our ability to operate our business could harm our business by, among other things, limiting our ability to take advantage of
financings, mergers, acquisitions and other corporate opportunities.
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Our CS credit agreement is secured by a pledge of all of our assets. If we were to default under our CS credit agreement and were unable to obtain a waiver for such a default,
the lenders would have a right to foreclose on our assets in order to satisfy our obligations under the CS credit agreement. Any such action on the part of the lenders against us
could have a materially adverse impact on our business, financial condition and results of operations.

Our tape media royalties, branded software and OEM deduplication software revenues are relatively profitable and can significantly impact total company
profitability. A significant decline in royalty, branded software or OEM deduplication software revenues could materially and adversely affect our business, financial
condition and operating results.

Our tape media royalty revenues depend on many factors, including the following:

e The size of the installed base of tape drives that use our tape cartridges;

e The performance of our strategic licensing partners, which sell tape media cartridges;

e The relative growth in units of newer tape drive products, since the associated media cartridges typically sell at higher prices than the media cartridges associated with
older tape drive products;

e The media consumption habits and rates of end users;

e The pattern of tape drive retirements; and

e The level of channel inventories.

Our media royalties depend in part upon royalty rates and the quantity of media consumed by the installed base of our tape drives. Reduced royalty rates, or a reduced installed
tape drive base, would result in further reductions in our media royalty revenue. This could materially and adversely affect our business, financial condition and results of
operations.

Our branded software revenues are also dependent on many factors, including the success of competitive offerings, our ability to execute on our product roadmap and our
effectiveness at marketing and selling our branded software solutions directly or through our channel partners.

Our OEM deduplication software revenues also depend on many factors, including the success of competitive offerings, our ability to execute on our product roadmap with our
OEM deduplication software partners, the effort our OEM deduplication software partners put into marketing and selling the resulting products, the market acceptance of the
resulting products and changes in the competitive landscape such as that which occurred with EMC’s purchase of Data Domain. Our relationship with EMC changed from
partner to competitor in deduplication as a result of their acquisition of Data Domain. Following this acquisition, except for the first quarter of fiscal 2011 when significant
revenue was recognized in accordance with contractual requirements, our OEM deduplication software revenue has significantly declined, which has negatively impacted our
results.

We have taken considerable steps towards reducing our cost structure and may take further cost reduction actions. The steps we have taken and may take in the
future may not reduce our cost structure to a level appropriate in relation to our future sales and therefore, these anticipated cost reductions may be insufficient to
result in consistent profitability.

In the last several years, we have recorded significant restructuring charges and made cash payments in order to reduce our cost of sales and operating expenses to rationalize
our operations following past acquisitions and in response to adverse economic, industry and competitive conditions. We may take future steps to further reduce our operating
costs, including those we undertook recently as described in “Results of Operations” within “Management’s Discussion and Analysis.” These steps and additional future
restructurings in response to rationalization of operations following strategic decisions, adverse changes in our business or industry or future acquisitions may require us to make
cash payments that, if large enough, could materially and adversely affect our liquidity. We may be unable to reduce our cost of sales and operating expenses at a rate and to a
level consistent with a future potential adverse sales environment, which may adversely affect our business, financial condition and operating results.
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Our inability to attract and retain skilled employees could adversely impact our business.

We may be subject to increased turnover in our employee base or the inability to fill open headcount requisitions due to concerns about our operational performance, capital
structure, competition or other factors. In addition, we may rely on the performance of employees whose skill sets are not sufficiently developed enough to completely realize
the expected fulfillment of their job responsibilities. Either of these situations could impair or delay our ability to realize operational and strategic objectives and cause increased
expenses and lost sales opportunities.

Economic or other business factors may lead us to further write down the carrying amount of our goodwill or long-lived assets, such as the $339 million goodwill
impairment charge taken in fiscal 2009, which could have a material and adverse effect on our results of operations.

We evaluate our goodwill for impairment annually during the fourth quarter of our fiscal year, or more frequently when indicators of impairment are present. Long-lived assets
are reviewed for impairment whenever events or circumstances indicate impairment might exist. We continue to monitor relevant market and economic conditions, including the
price of our stock, and perform appropriate impairment reviews when conditions deteriorate such that we believe the value of our goodwill could be further impaired or an
impairment exists in our long-lived assets. It is possible that conditions may worsen due to economic or other factors that affect our business, resulting in the need to write

down the carrying amount of our goodwill or long-lived assets to fair value at the time of such assessment. As a result, our operating results could be materially and adversely
affected.

Third party intellectual property infringement claims could result in substantial liability and significant costs, and, as a result, our business, financial condition and
operating results may be materially and adversely affected.

From time to time, third parties allege our infringement of and need for a license under their patented or other proprietary technology. While we currently believe the amount of
ultimate liability, if any, with respect to any such actions will not materially affect our financial position, results of operations or liquidity, the ultimate outcome of any license
discussion or litigation is uncertain. Adverse resolution of any third party infringement claim could subject us to substantial liabilities and require us to refrain from
manufacturing and selling certain products. In addition, the costs incurred in intellectual property litigation can be substantial, regardless of the outcome. As a result, our
business, financial condition and operating results could be materially and adversely affected.

In addition, certain products or technologies acquired or developed by us may include so-called “open source” software. Open source software is typically licensed for use at no
initial charge. Certain open source software licenses, however, require users of the open source software to license to others any software that is based on, incorporates or
interacts with, the open source software under the terms of the open source license. Although we endeavor to comply fully with such requirements, third parties could claim that
we are required to license larger portions of our software than we believe we are required to license under open source software licenses. If such claims were successful, they
could adversely impact our competitive position and financial results by providing our competitors with access to sensitive information that may help them develop competitive
products. In addition, our use of open source software may harm our business and subject us to intellectual property claims, litigation or proceedings in the future because:

e Open source license terms may be ambiguous and may subject us to unanticipated obligations regarding our products, technologies and intellectual property;

e Open source software generally cannot be protected under trade secret law; and

e [t may be difficult for us to accurately determine the origin of the open source code and whether the open source software infringes, misappropriates or violates third
party intellectual property or other rights.
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As a result of our global manufacturing and sales operations, we are subject to a variety of risks that are unique to businesses with international operations of a
similar scope, any of which could, individually or in the aggregate have a material adverse effect on our business.

A significant portion of our manufacturing and sales operations and supply chain occurs in countries other than the U.S. We also have sales outside the U.S. We utilize contract
manufacturers to produce certain of our products and have suppliers for various components, several of which have operations located in foreign countries including China,
Hungary, Japan, Malaysia, Mexico, Singapore and Taiwan. Because of these operations, we are subject to a number of risks including:

Shortages in component parts and raw materials;

Import and export and trade regulation changes that could erode our profit margins or restrict our ability to transport our products;

The burden and cost of complying with foreign and U.S. laws governing corporate conduct outside the U.S.;

Adverse movement of foreign currencies against the U.S. dollar (the currency in which our results are reported) and global economic conditions generally;
Inflexible employee contracts and employment laws that may make it difficult to terminate or change the compensation structure for employees in some foreign
countries in the event of business downturns;

Potential restrictions on the transfer of funds between countries;

Political, military, social and infrastructure risks, especially in emerging or developing economies;

Import and export duties and value-added taxes; and

Natural disasters, including earthquakes, typhoons and tsunamis.

Any or all of these risks could have a material adverse effect on our business.

Our quarterly operating results could fluctuate significantly, and past quarterly operating results should not be used to predict future performance.

Our quarterly operating results have fluctuated significantly in the past and could fluctuate significantly in the future. As a result, our quarterly operating results should not be
used to predict future performance. Quarterly operating results could be materially and adversely affected by a number of factors, including, but not limited to:

Failure to complete shipments in the last month of a quarter during which a substantial portion of our products are typically shipped;

Customers canceling, reducing, deferring or rescheduling significant orders as a result of excess inventory levels, weak economic conditions or other factors;
Declines in royalty revenues;

Product development and ramp cycles and product performance or quality issues;

Poor execution of and performance against expected sales and marketing plans and strategies;

Reduced demand from our OEM customers; and

Increased competition.

If we fail to meet our projected quarterly results, our business, financial condition and results of operations may be materially and adversely affected.

If we fail to protect our intellectual property or if others use our proprietary technology without authorization, our competitive position may suffer.

Our future success and ability to compete depends in part on our proprietary technology. We rely on a combination of copyright, patent, trademark, and trade secrets laws and
nondisclosure agreements to establish and protect our proprietary technology. As of March 31, 2010, we held 504 U.S. patents and had 96 U.S. patent applications pending.
However, we cannot provide assurance that patents will be issued with respect to pending or future patent applications that we have filed or plan to file or that our patents will
be upheld as valid or will prevent the development of competitive products or that any actions we have taken will adequately protect our intellectual property rights. We
generally enter into confidentiality agreements with our employees, consultants, customers, potential customers and others as required, in which we strictly limit access to, and
distribution of, our software, and further limit the disclosure and use of our proprietary information.

Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to copy or otherwise obtain or use our products or technology. Enforcing our intellectual
property rights can sometimes only be accomplished through the use of litigation, such as in the litigation with Riverbed Technology, Inc. settled in fiscal 2009. Our competitors
may also independently develop technologies that are substantially equivalent or superior to our technology. In addition, the laws of some foreign countries do not protect our
proprietary rights to the same extent as the laws of the U.S.
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Because we may order components from suppliers in advance of receipt of customer orders for our products which include these components, we could face a
material inventory risk, which could have a material and adverse effect on our results of operations and cash flows.

Although we use third parties to manufacture certain of our products, we also manufacture products in-house. Managing our in-house manufacturing capabilities presents a
number of risks that could materially and adversely affect our financial condition. For instance, as part of our component planning, we place orders with or pay certain suppliers
for components in advance of receipt of customer orders. We occasionally enter into negotiated orders with vendors early in the manufacturing process of our storage products
to ensure that we have sufficient components for our new products to meet anticipated customer demand. Because the design and manufacturing process for these components is
complicated, it is possible that we could experience a design or manufacturing flaw that could delay or even prevent the production of the components for which we previously
committed to pay. We also face the risk of ordering too many components, or conversely, not enough components, since supply orders are generally based on forecasts of
customer orders rather than actual customer orders. In addition, in some cases, we make non-cancelable order commitments to our suppliers for work-in-progress, supplier’s
finished goods, custom sub-assemblies, discontinued (end-of-life) components and Quantum-unique raw materials that are necessary to meet our lead times for finished goods.
If we cannot change or be released from supply orders, we could incur costs from the purchase of unusable components, either due to a delay in the production of the
components or other supplies or as a result of inaccurately predicting supply orders in advance of customer orders. Many of these same risks exist with our third party contract
manufacturing partners. Our business and operating results could be materially and adversely affected as a result of these increased costs.

Some of our manufacturing, component production and service repair is outsourced to third party contract manufacturers, component suppliers and service
providers. If we cannot obtain products, parts and services from these third parties in a cost effective and timely manner that meets our customers’ expectations, this
could materially and adversely impact our business, financial condition and results of operations.

Many aspects of our supply chain and operational results are dependent on the performance of third party business partners. We face a number of risks as a result of these
relationships, including, among others:

e Sole source of product supply
In many cases, our business partner may be the sole source of supply for the products or parts they manufacture, or the services they provide, for us. Because we are
relying on one supplier, we are at greater risk of experiencing shortages, reduced production capacity or other delays in customer deliveries that could result in customer
dissatisfaction, lost sales and increased expenses, which could materially damage customer relationships and result in lost revenue.

e Cost and purchase commitments
We may not be able to control the costs we would be required to pay our business partners for the products they manufacture for us or the services they provide to us.
They procure inventory to build our products based upon a forecast of customer demand that we provide. We could be responsible for the financial impact on the
contract manufacturer, supplier or service provider of any reduction or product mix shift in the forecast relative to materials that they had already purchased under a prior
forecast. Such a variance in forecasted demand could require us to pay them for finished goods in excess of current customer demand or for excess or obsolete inventory
and generally incur higher costs. As a result, we could experience reduced gross margins and larger operating losses based on these purchase commitments. With respect
to service providers, although we have contracts for most of our third party repair service vendors, the contract period may not be the same as the underlying service
contract with our customer. In such cases, we face risks that the third party service provider may increase the cost of providing services over subsequent periods.

e Financial condition and stability
Our third party business partners may suffer adverse financial or operational results or may be negatively impacted by the current economic climate. Therefore, we may
face interruptions in the supply of product components or service as a result of financial instability within our supply chain. We could suffer production downtime or
increased costs to procure alternate products or services as a result of the possible inadequate financial condition of one or more of our business partners.

® Quality and supplier conduct
We have limited control over the quality of products and components produced and services provided by our supply chain business partners. Therefore, the quality of the
products, parts or services may not be acceptable to our customers and could result in customer dissatisfaction, lost revenue and increased warranty costs. In addition, we
have limited control over the manner in which our business partners conduct their business. Sub-tier suppliers selected by the primary third party could have process
control issues or could select components with latent defects that manifest over a longer period of time. Therefore, we may face negative consequences or publicity as a
result of a third party’s failure to comply with applicable compliance, trade, environmental or employment regulations.
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Any or all of these risks could have a material adverse effect on our business. In the past we have successfully transitioned products or component supply from one supplier to
another existing supplier of different products, but there is no guarantee of our continued ability to do so.

If we do not successfully manage the changes that we have made and may continue to make to our infrastructure and management, our business could be disrupted,
and that could adversely impact our results of operations and financial condition.

Managing change is an important focus for us. In recent years, we have implemented several significant initiatives involving our sales and marketing, engineering and
operations organizations, aimed at increasing our efficiency and better aligning these groups with our corporate strategy. In addition, we have reduced headcount to streamline
and consolidate our supporting functions as appropriate following past acquisitions and in response to market or competitive conditions. Our inability to successfully manage
the changes that we implement, and detect and address issues as they arise could disrupt our business and adversely impact our results of operations and financial condition.

We continue to face risks related to the economic crisis.

The economic crisis in the U.S. and global financial markets had and may continue to have a material and adverse impact on our business and our financial condition, including
the impact to our results in the first half of fiscal 2011 from economic conditions in Europe. Uncertainty about economic conditions always poses a risk as businesses may
further reduce or postpone spending in response to tighter credit, negative financial news and declines in income or asset values. In addition, economic conditions over the past
year have resulted in some customers’ reduced credit worthiness, bankruptcies of certain customers and the global disruption in the credit markets continues to affect customers’
and business’ efforts to obtain credit, each of which has increased our potential exposure to bad debt. These macroeconomic factors have had a material negative effect on our
business and the demand for our products, the initial impact of which was reflected in our results for the second quarter of fiscal 2009. In addition, our ability to access capital
markets may be restricted which could have an impact on our ability to react to changing economic and business conditions. Another global economic crisis like the one that we
recently experienced could materially adversely affect our results of operations and financial condition.

We do not control licensee sales of tape media cartridges. To the extent that our royalty revenue is dependent on the volumes of cartridges sold by our licensees,
should these licensees significantly sell fewer media products, such decreased volumes could lower our royalty revenue, which could materially and adversely affect
our business, financial condition, and operating results.

We receive a royalty fee based on tape media cartridges sold by Fujifilm Corporation, Imation Corporation, Hitachi Maxell, Limited, Sony Corporation and TDK Corporation.
Under our license agreements with these companies, each of the licensees determines the pricing and number of units of tape media cartridges that it sells. Our royalty revenue
varies depending on the level of sales of the various media cartridge offerings sold by the licensees. If licensees sell significantly fewer tape media cartridges, our royalty
revenue would decrease, which could materially and adversely affect our financial condition and operating results.

In addition, lower prices set by licensees could require us to lower our prices on direct sales of tape media cartridges, which could reduce our revenue and margins on these
products beyond anticipated decreases. As a result, lower prices on our tape media cartridges could reduce media revenue, which could materially and adversely affect our
financial condition and operating results.

Our stock price could become more volatile if certain institutional investors were to increase or decrease the number of shares they own. In addition, there are other
factors and events that could affect the trading prices of our common stock.

Five institutional investors owned approximately 30% of our common stock as of March 31, 2010. If any or all of these investors were to decide to purchase significant
additional shares or to sell significant or all of the common shares they currently own, that may cause our stock price to be more volatile. For example, there have been
instances in the past where a shareholder with a significant equity position began to sell shares, putting downward pressure on our stock price for the duration of their selling
activity. In these situations, selling pressure outweighed buying demand and our stock price declined. This situation has occurred due to our stock price falling below
institutional investors’ price thresholds and our volatility increasing beyond investors’ volatility parameters causing even greater sell pressure.
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Trading prices of our common stock may fluctuate in response to a number of other events and factors, such as:

General economic conditions;

Changes in interest rates;

Fluctuations in the stock market in general and market prices for technology companies in particular;

Quarterly variations in our operating results;

New products, services, innovations and strategic developments by our competitors or us, or business combinations andinvestments by our competitors or us;
Changes in financial estimates by us or securities analysts and recommendations by securities analysts;

Changes in our capital structure, including issuance of additional debt or equity to the public; and

Strategic acquisitions.

Any of these events and factors may cause our stock price to rise or fall and may adversely affect our business and financing opportunities.

Our design and production processes are subject to safety and environmental regulations which could lead to increased costs, or otherwise adversely affect our
business, financial condition and results of operations.

We are subject to a variety of laws and regulations relating to, among other things, the use, storage, discharge and disposal of materials and substances used in our facilities and
manufacturing processes as well as the safety of our employees and the public. Directives first introduced in the European Union impose a “take back” obligation on
manufacturers for the financing of the collection, recovery and disposal of electrical and electronic equipment and restrict the use of certain potentially hazardous materials,
including lead and some flame retardants, in electronic products and components. Other jurisdictions in the U.S. and internationally have since introduced similar requirements,
and we anticipate that future regulations might further restrict allowable materials in our products, require the establishment of additional recycling or take back programs or
mandate the measurement and reduction of carbon emissions into the environment. We have implemented procedures and will likely continue to introduce new processes to
comply with current and future safety and environmental legislation. However, measures taken now or in the future to comply with such legislation may adversely affect our
manufacturing or personnel costs or product sales by requiring us to acquire costly equipment or materials, redesign production processes or to incur other significant expenses
in adapting our manufacturing programs or waste disposal and emission management processes. Furthermore, safety or environmental claims or our failure to comply with
present or future regulations could result in the assessment of damages or imposition of fines against us, or the suspension of affected operations, which could have an adverse
effect on our business, financial condition and results of operations.

We are subject to many laws and regulations, and violation of or changes in those requirements could materially and adversely affect our business.

We are subject to numerous U.S. and international laws regarding corporate conduct, fair competition, preventing corruption and import and export practices, including
requirements applicable to U.S. government contractors. While we maintain a rigorous corporate ethics and compliance program, we may be subject to increased regulatory
scrutiny, significant monetary fines or penalties, suspension of business opportunities or loss of jurisdictional operating rights as a result of any failure to comply with those
requirements. We may also be exposed to potential liability resulting from our business partners’ violation of these requirements. In addition, U.S. regulatory agencies have
recently introduced new enforcement efforts that may proactively seek conduct-related information from companies operating in certain targeted industries or locations, without
regard for whether potential violations have been identified. If we were to receive such an information request, we may incur increased personnel and legal costs in order to
adequately review and respond to the request. Further our U.S. and international business models are based on currently applicable regulatory requirements and exceptions.
Changes in those requirements or exceptions could necessitate changes to our business model. Any of these consequences could materially and adversely impact our business
and operating results.
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We may be sued by our customers as a result of failures in our products.

We face potential liability for performance problems of our products because our end users employ our storage technologies for the storage and backup of important data and to
satisfy regulatory requirements. Although we maintain technology errors and omissions insurance, our insurance may not cover potential claims of this type or may not be
adequate to indemnify us for all liability that may be imposed. Any imposition of liability or accrual of litigation costs that is not covered by insurance or is in excess of our
insurance coverage could harm our business.

In addition, we could potentially face claims for product liability from our customers if our products cause property damage or bodily injury. Although we maintain general
liability insurance, our insurance may not cover potential claims of this type or may not be adequate to indemnify us for all liability that may be imposed. Any imposition of
liability or accrual of litigation costs that is not covered by insurance or is in excess of our insurance coverage could harm our business.

We must maintain appropriate levels of service parts inventories. If we do not have sufficient service parts inventories, we may experience increased levels of
customer dissatisfaction. If we hold excessive service parts inventories, we may incur financial losses.

We maintain levels of service parts inventories to satisfy future warranty obligations and also to earn service revenue by providing enhanced and extended warranty and repair
service during and beyond the warranty period. We estimate the required amount of service parts inventories based on historical usage and forecasts of future warranty
requirements, including estimates of failure rates and costs to repair, and out of warranty revenue. Given the significant levels of judgment inherently involved in the process,
we cannot provide assurance that we will be able to maintain appropriate levels of service parts inventories to satisfy customer needs and to avoid financial losses from excess
service parts inventories. If we are unable to maintain appropriate levels of service parts inventories, our business, financial condition and results of operations may be
materially and adversely impacted.

Because we rely heavily on distributors and other resellers to market and sell our products, if one or more distributors were to experience a significant deterioration
in its financial condition or its relationship with us, this could disrupt the distribution of our products and reduce our revenue, which could materially and adversely
affect our business, financial condition and operating results.

In certain product and geographic segments we heavily utilize distributors and value added resellers to perform the functions necessary to market and sell our products. To
fulfill this role, the distributor must maintain an acceptable level of financial stability, creditworthiness and the ability to successfully manage business relationships with the
customers it serves directly. Under our distributor agreements with these companies, each of the distributors determines the type and amount of our products that it will purchase
from us and the pricing of the products that it sells to its customers. If the distributor is unable to perform in an acceptable manner, we may be required to reduce the amount of
sales of our product to the distributor or terminate the relationship. We may also incur financial losses for product returns from distributors or for the failure or refusal of
distributors to pay obligations owed to us. Either scenario could result in fewer of our products being available to the affected market segments, reduced levels of customer
satisfaction and/or increased expenses, which could in turn have a material and adverse impact on our business, results of operations and financial condition.

From time to time we make acquisitions. The failure to successfully integrate future acquisitions could harm our business, financial condition and operating results.

As a part of our business strategy, we have in the past and may make acquisitions in the future subject to certain debt covenants. We may also make significant investments in
complementary companies, products or technologies. If we fail to successfully integrate such acquisitions or significant investments, it could harm our business, financial
condition and operating results. Risks that we may face in our efforts to integrate any recent or future acquisitions include, among others:

Failure to realize anticipated savings and benefits from the acquisition;

Difficulties in assimilating and retaining employees;

Potential incompatibility of business cultures;

Coordinating geographically separate organizations;

Diversion of management’s attention from ongoing business concerns;

Coordinating infrastructure operations in a rapid and efficient manner;

The potential inability to maximize our financial and strategic position through the successful incorporation of acquiredechnology and rights into our products and
services;

Failure of acquired technology or products to provide anticipated revenue or margin contribution;
Insufficient revenues to offset increased expenses associated with the acquisition;

Costs and delays in implementing or integrating common systems and procedures;

Reduction or loss of customer orders due to the potential for market confusion, hesitation and delay;
Impairment of existing customer, supplier and strategic relationships of either company;
Insufficient cash flows from operations to fund the working capital and investment requirements;
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e Difficulties in entering markets in which we have no or limited direct prior experience and where competitors in suchmarkets have stronger market positions;

e The possibility that we may not receive a favorable return on our investment, the original investment may becomd@mpaired, and/or we may incur losses from these
investments;

e Dissatisfaction or performance problems with the acquired company;

e The assumption of risks of the acquired company that are difficult to quantify, such as litigation;

e The cost associated with the acquisition; and

L]

Assumption of unknown liabilities or other unanticipated adverse events or circumstances.

Acquisitions present many risks, and we may not realize the financial and strategic goals that were contemplated at the time of any transaction. We cannot provide assurance
that we will be able to successfully integrate any business, products, technologies or personnel that we may acquire in the future, and our failure to do so could harm our
business, financial condition and operating results.

If the future outcomes related to the estimates used in recording tax liabilities to various taxing authorities result in higher tax liabilities than estimated, then we
would have to record tax charges, which could be material.

We have provided amounts and recorded liabilities for probable and estimable tax adjustments that may be proposed by various taxing authorities in the U.S. and foreign
jurisdictions. If events occur that indicate payments of these amounts will be less than estimated, then reversals of these liabilities would create tax benefits being recognized in
the periods when we determine the liabilities have reduced. Conversely, if events occur which indicate that payments of these amounts will be greater than estimated, then tax
charges and additional liabilities would be recorded. In particular, various foreign jurisdictions could challenge the characterization or transfer pricing of certain intercompany
transactions. In the event of an unfavorable outcome of such challenge, there exists the possibility of a material tax charge and adverse impact on the results of operations in the
period in which the matter is resolved or an unfavorable outcome becomes probable and estimable.

Certain changes in stock ownership could result in a limitation on the amount of net operating loss and tax credit carryovers that can be utilized each year. Should we undergo
such a change in stock ownership, it would severely limit the usage of these carryover tax attributes against future income, resulting in additional tax charges, which could be
material.

We are exposed to fluctuations in foreign currency exchange rates, and an adverse change in foreign currency exchange rates relative to our position in such
currencies could have a materially adverse impact on our business, financial condition and results of operations.

We do not currently use derivative financial instruments for foreign currency hedging or speculative purposes. To minimize foreign currency exposure, we use foreign currency
obligations to match and offset net currency exposures associated with certain assets and liabilities denominated in non-functional currencies. We have used in the past, and
may use in the future, foreign currency forward contracts to hedge our exposure to foreign currency exchange rates. To the extent that we have assets or liabilities denominated
in a foreign currency that are inadequately hedged or not hedged at all, we may be subject to foreign currency losses, which could be significant.

Our international operations can act as a natural hedge when both operating expenses and sales are denominated in local currencies. In these instances, although an unfavorable
change in the exchange rate of a foreign currency against the U.S. dollar would result in lower sales when translated to U.S. dollars, operating expenses would also be lower in
these circumstances. An increase in the rate at which a foreign currency is exchanged for U.S. dollars would require more of that particular foreign currency to equal a specified
amount of U.S. dollars than before such rate increase. In such cases, and if we were to price our products and services in that particular foreign currency, we would receive
fewer U.S. dollars than we would have received prior to such rate increase for the foreign currency. Likewise, if we were to price our products and services in U.S. dollars while
competitors priced their products in a local currency, an increase in the relative strength of the U.S. dollar would result in our prices being uncompetitive in those markets. Such
fluctuations in currency exchange rates could materially and adversely affect our business, financial condition and results of operations.
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ITEM 2. UNREGISTERED SALE OF EQUITY SECURITIES AND USE OF PROCEEDS
None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. RESERVED
ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS
The Exhibit Index beginning on page 42 of this report sets forth a list of exhibits and is hereby incorporated by reference.
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SIGNATURE

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 thereunto duly
authorized.

QUANTUM CORPORATION

/s/ JON W. GACEK

Jon W. Gacek
Chief Operating Officer, Chief Financial Officer
and Executive Vice President

Dated: November 5, 2010
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EXECUTION COPY

AMENDMENT NO. 2
TO SENIOR SECURED CREDIT AGREEMENT
(QUANTUM CORPORATION)

This AMENDMENT NO. 2 TO SENIOR SECURED CREDIT AGREEMENT (this “Amendment”), dated as of October 26, 2010, is entered into among QUANTUM
CORPORATION, a Delaware corporation (the “Borrower”), each of the Lenders (as defined below) signatory hereto, and CREDIT SUISSE AG, Cayman Islands Branch
(formerly known as “Credit Suisse, Cayman Islands Branch”), as administrative agent for the Lenders (in such capacity, the “Administrative Agent”).

PRELIMINARY STATEMENTS:

(1) The Borrower, the lenders from time to time party thereto (each a ‘Lender” and, collectively, the “Lenders”), the Administrative Agent, and the other parties thereto
have entered into the Senior Secured Credit Agreement, dated as of July 12, 2007 (as supplemented, modified and amended as of the date hereof, the “Credit Agreement”).
Capitalized terms not otherwise defined in this Amendment shall have the respective meanings ascribed to such terms in the Credit Agreement (as amended by this
Amendment).

(2) The Borrower has requested the changes and modifications to the Credit Agreement hereinafter set forth.
(3) The Required Lenders are, on the terms and conditions stated below, willing to amend the Credit Agreement as hereinafter set forth.

SECTION 1. Amendments to Credit Agreement. The Credit Agreement is, effective as of the date hereof and subject to the satisfaction of the conditions precedent set
forth in Section 2, hereby amended as follows:

(a) Section 1.01 of the Credit Agreement is hereby amended by adding the following definition in the appropriate alphabetical order:
“Amendment No. 2” means the Amendment No. 2 to Senior Secured Credit Agreement dated as of October 26, 2010, amending this Agreement.

“Amendment No. 2 Effective Date” means the date upon which all of the conditions precedent to effectiveness of Amendment No. 2, as specified inSection 2 thereof,
have been satisfied.

(b) The definition of “Equity Interests” in Section 1.01 of the Credit Agreement is hereby amended by inserting the following before the period at the end thereof: “or the
amount of the obligations thereunder determined by reference to the value of the common stock of the obligor thereof, or by reason of the fact that such Indebtedness includes
warrants, options or other rights to acquire common stock of such obligor or the amount of any obligations thereunder are determined by reference to such warrants, options
or other rights”.

(c) The definition of “Permitted Refinancing Indebtedness’ in Section 1.01 of the Credit Agreement is hereby amended by (i) deleting the word “and” before clause (e)
thereof and inserting a comma in its place, (ii) inserting at the beginning of clause (e) the phrase “other than any Refinancing Indebtedness issued or incurred to refinance the
Indebtedness under that certain (x) Senior Subordinated Term Loan Agreement dated as of June 3, 2009 by and between the Borrower and EMC International Company
(“EMC) (the “Senior Subordinated EMC Indebtedness”) and (y) Supplemental Senior Subordinated Term Loan Agreement dated as of June 29, 2009 by and between the
Borrower and EMC (together with the Senior Subordinated EMC Indebtedness, the “EMC Indebtedness™), and (iii) inserting immediately after clause (e) a new clause (f) to
read as follows:




“and (f) in the case of any Refinancing Indebtedness issued or incurred to refinance any EMC Indebtedness or any Refinancing Indebtedness in respect thereof, such
Refinancing Indebtedness contains covenants and events of default and is benefited by Guarantees, if any, which, taken as a whole, are determined in good faith by a
Responsible Officer of the Borrower to be no less favorable to the Borrower or the applicable Subsidiary and the Lenders and the other Secured Parties in any material
respect than the covenants and events of default or Guarantees, if any, in respect of Indebtedness under this Agreement, provided that such Refinancing Indebtedness (i)
shall not contain any financial maintenance covenants, (ii) shall not mature any earlier than six months after the Maturity Date of the Indebtedness under the Term
Facility, (iii) shall be subordinated to the Obligations on terms reasonably satisfactory to the Administrative Agent, and (iv) shall bear an interest rate that, at the time of
the incurrence or issuance of such Refinancing Indebtedness, shall be less than the cash interest rate of the EMC Indebtedness.”

(d) Section 7.06 of the Credit Agreement is hereby amended by inserting the following before the semicolon at the end of clause (d) thereof:

“and, to the extent that such issuance is used to refinance Existing Notes or any Permitted Refinancing Indebtedness in accordance withSection 7.14(a)(iii), the Borrower
may issue and sell Qualified Preferred Equity Interests other than to any Subsidiary of the Borrower”.

(e) Section 7.14(a) of the Credit Agreement is hereby amended by inserting the following at the end of clause (iii)(A) thereof: “or the issuance by the Borrower of its
common stock, other common Equity Interests or any Qualified Preferred Equity Interests”.

SECTION 2. Conditions to Effectiveness. The amendments set forth inSection 1 above shall become effective on and as of the first date (the ‘Effective Date”) on
which the following conditions precedent have been satisfied:

(a) The Administrative Agent shall have received counterparts of this Amendment executed by the Borrower and the Required Lenders;
(b) The Administrative Agent shall have received a consent to this Amendment (in the form attached hereto) executed by each Subsidiary Guarantor;

(c) The Borrower shall have paid to the Administrative Agent, for the account of each Lender that has duly executed and delivered to the Administrative Agent a
counterpart of this Amendment prior to 12:00 p.m., New York City time on October 26, 2010, an amendment fee equal to 0.25 % of the aggregate principal amount of the
Revolving Credit Commitments and/or Term Loans held by each such consenting Lender immediately prior to the Effective Date;




(d) The representations and warranties of the Loan Parties set forth in each of the Loan Documents shall be true and correct in all material respects on and as of the
Effective Date (both before and after giving effect to this Amendment), except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they shall be true and correct in all material respects as of such earlier date, and except that for purposes of this Section 2(f), the representations and warranties
contained in Sections 5.05(a) and (b) of the Credit Agreement shall be deemed to refer to the most recent statements furnished pursuant toSections 6.01(a) and (b) of the
Credit Agreement, respectively; and no Default or Event of Default shall have occurred and be continuing as of the Effective Date; and

(e) The Borrower shall have paid such other fees and expenses of Credit Suisse and its Affiliates that are due and payable on or before the Effective Date as separately
agreed by the Borrower.

SECTION 3. Representations and Warranties of the Borrower. The Borrower hereby represents and warrants that:

(a) The execution, delivery and performance by the Borrower of this Amendment, the execution and delivery by each Subsidiary Guarantor of its consent to this
Amendment (in the form attached hereto), and the performance by the Borrower of the Credit Agreement, as amended hereby, have been duly authorized by all necessary
corporate action.

(b) This Amendment has been duly executed and delivered by the Borrower. This Amendment and the Credit Agreement, as amended hereby, constitute the legal, valid
and binding obligations of the Borrower, enforceable against the Borrower in accordance with their respective terms, subject to the effect of any applicable bankruptcy,
insolvency, reorganization, moratorium or similar law affecting creditors’ rights generally, and subject to the effects of general principles of equity (regardless whether
considered in a proceeding in equity or at law).

SECTION 4. Reference to and Effect on the Loan Documents. On and after the effectiveness of this Amendment, each reference in the Credit Agreement to “this
Agreement”, “hereunder”, “hereof” or words of like import referring to the Credit Agreement, and each reference in each of the other Loan Documents to “the Credit
Agreement”, “thereunder”, “thereof” or words of like import referring to the Credit Agreement, shall mean and be a reference to the Credit Agreement, as amended by this
Amendment. The Credit Agreement and each of the other Loan Documents, as specifically amended by this Amendment, are and shall continue to be in full force and effect and
are hereby in all respects ratified and confirmed. The execution, delivery and effectiveness of this Amendment shall not, except as expressly provided herein, operate as a waiver
of any right, power or remedy of any Lender or the Administrative Agent under the Credit Agreement, nor constitute a waiver of any provision of the Credit Agreement or any
other Loan Document.

SECTION 5. Costs, Expenses. The Borrower hereby agrees to pay on demand all accrued costs and expenses of the Administrative Agent pursuant to the Credit
Agreement or in connection with this Amendment or the Credit Agreement, or any of the transactions contemplated hereby or thereby (including, without limitation, the
reasonable fees and expenses of counsel for the Administrative Agent).

SECTION 6. Execution in Counterparts. This Amendment may be executed in any number of counterparts and by different parties hereto in separate counterparts, each
of which when so executed shall be deemed to be an original and all of which taken together shall constitute but one and the same agreement. Delivery of an executed
counterpart of a signature page to this Amendment by facsimile or other electronic communication shall be effective as delivery of a manually executed counterpart of this
Amendment.




SECTION 7. Governing Law. This Amendment shall be governed by, and construed in accordance with, the laws of the State of New York.

SECTION 8. Waiver of Jury Trial. EACH PARTY SIGNATORY HERETO IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY ACTION,
PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON CONTRACT, TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO THIS AMENDMENT
OR THE ACTIONS OF THE ADMINISTRATIVE AGENT OR ANY LENDER IN THE NEGOTIATION, ADMINISTRATION, PERFORMANCE OR ENFORCEMENT
HEREOF.

[Signature Pages Follow]




In WITNESS WHEREOF, the parties hereto have caused this Amendment No. 2 to be executed by their respective officers thereunto duly authorized, as of the date first above
written.

QUANTUM CORPORATION,
as Borrower

By:  /s/ Shawn D. Hall
Name: Shawn D. Hall
Title: Vice President, General Counsel and Secretary




CREDIT SUISSE AG, CAYMAN ISLANDS
BRANCH (formerly known as “Credit Suisse
Cayman islands Branch”) as Administrative

Agent, Collateral Agent and a Lender

By: /s/ Robert Hetu
Name: Robert Hetu

Title: Managing Director
By: /s/ Rahul Parmar
Name: Rahul Parmar
Title: Associate

CoLTS 2007-1 LTD, as a Lender

By: Structured Asset Investors, LLC, as
Collateral Manager

By: Ivy Hill Asset Management, L.P., as
submanager

By: /s/ John Leupp

Name: John Leupp
Title: Authorized Signatory

GLOBAL LOAN OPPORTUNITY
FUND B.V., a Lender

By: Ares Management Limited, its
Portfolio Manager

By: /s/ John Leupp

Name: John Leupp
Title: Authorized Signatory

ARES ENHANCED LOAN
INVESTMENT STRATEGY II, LTD.
By: Ares Enhanced Loan Management II,
L.P., its Portfolio Manager

By: Ares Enhanced Loan II GP, LLC, its
General Partner

By: /s/ John Leupp

Name: John Leupp
Title: Authorized Signatory

ARES ENHANCED LOAN
INVESTMENT STRATEGY III, LTD.,
as a Lender

By: Ares Enhanced Loan Management
II1, L.P., its Portfolio Manager

By: Ares Enhanced Loan III GP, LLC, its
General Partner

By: /s/ John Leupp

Name:  John Leupp
Title: Authorized Signatory

ARES ENHANCED LOAN
INVESTMENT STRATEGY IR, LTD.,
as a Lender

By: Ares Enhanced Loan Management
IR, L.P., its Portfolio Manager

By: Ares Enhanced Loan IR GP, LLC, its
General Partner

By: /s/ John Leupp

Name:  John Leupp
Title: Authorized Signatory

ARES XI CLO LTD., as a Lender

By: Ares CLO Management XI, L.P., its
Asset Manager

By: Ares CLO GP XI, LLC, its General
Partner

By: /s/ John Leupp

Name:  John Leupp
Title: Authorized Signatory

WESTCHESTER CLO, LTD., as a
Lender

By: Highland Capital Management, L.P.,
as a Collateral Servicer

By: Strand Adyvisors, Inc., its General
Partner

By: /s/ Jason Post

Name: Jason Post
Title: Operations Director




LOAN FUNDING VII LLC, as a Lender
By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General
Partner

By: /s/ Jason Post
Name: Jason Post
Title: Operations Director

SOUTHFORK CLO LTD., as a Lender
By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General
Partner

By: /s/ Jason Post
Name: Jason Post
Title: Operations Director

RED RIVER CLO LTD., as a Lender
By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General
Partner

By: /s/ Jason Post
Name: Jason Post
Title: Operations Director

JASPER CLO, LTD., as a Lender

By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General
Partner

By: /s/ Jason Post
Name: Jason Post
Title: Operations Director

HIGHLAND LOAN FUNDING V LTD.,
as a Lender

By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General
Partner

By: /s/ Jason Post
Name: Jason Post
Title: Operations Director

GRAYSON CLO LTD., as a Lender

By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General
Partner

By: /s/ Jason Post
Name: Jason Post
Title: Operations Director

GLENEAGLES CLO LTD., as a Lender
By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General
Partner

By: /s/ Jason Post
Name: Jason Post
Title: Operations Director

LOAN FUNDING 1V LLC, as a Lender
By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General
Partner

By: /s/ Jason Post

Name: Jason Post
Title: Operations Director




EASTLAND CLO LTD., as a Lender
By: Highland Capital Management, L.P.,
as a Collateral Manager

By: Strand Advisors, Inc., its General

Partner

By: /s/ Jason Post
Name: Jason Post

Title: Operations Director

SPCP GROUP III LLC, as a Lender

By: /s/ David Steinmetz

Name: David Steinmetz
Title: Authorized Signatory

SPF CDO I, LTD., as a Lender

By: /s/ David Steinmetz

Name: David Steinmetz
Title: Authorized Signatory

VENTURE II CDO 2002, LIMITED
By: its investment advisor, MJX Asset
Management LLC, as a Lender

By: /s/ Jon P. Calaba
Name: Jon P. Calaba
Title: Managing Director

VISTA LEVERAGED INCOME FUND
By: its investment advisor, MJX Asset
Management LLC, as a Lender

By: /s/ Jon P. Calaba
Name:  Jon P. Calaba
Title: Managing Director

CIFC FUNDING 2007-1IV, LTD., as a
Lender

By: /s/ Steve Vaccaro

Name: Steve Vaccaro
Title:  Co-Chief Investment Officer

REGIMENT CAPITAL, LTD

By: Regiment Capital Management, LLC
as its Investment Advisor

By: Regiment Capital Advisors, LP its
Manager and pursuant to delegated
authority

By: /s/ Mark A. Brostowski

Name: Mark A. Brostowski
Title:  Authorized Signatory

CAVALRY CLOL LTD

By: Regiment Capital Management, LLC
as its Investment Advisor

By: Regiment Capital Advisors, LP its
Manager and pursuant to delegated
authority

By: Regiment Capital Advisors, LLC its
General Partner

By: /s/ Mark A. Brostowski

Name: Mark A. Brostowski
Title:  Authorized Signatory

GENERAL ELECTRIC CAPITAL
CORPORATION, as a Lender

By: /s/ Jeftrey A. Skinner

Name: Jeffrey A. Skinner
Title:  Duly Authorized Signatory




MC FUNDING, LTD
By: Monroe Capital Management, LLC,
as Collateral Manager, as a Lender

By: /s/ Alex Franky

Name: Alex Franky
Title:  Director

SILICON VALLEY BANK, as a Lender

By: /s/ Doug Bontemps

Name: Doug Bontemps
Title:  Director

TELOS CLO 2006-1, LTD.
TELOS CLO 2007-2, LTD.

as Lenders

By: Tricadia Loan Management

By: /s/ Ro Toyoshima

Name: Ro Toyoshima
Title:  Principal

WELLS FARGO BANK, NATIONAL
ASSOCIATION, successor

By: Merger to Wachovia Bank, National
Association, as a Lender

By: /s/ Mireille Zappulla

Name: Mireille Zappulla
Title:  Senior Vice President

CORNERSTONE CLO LTD.
By: Stone Tower Debt Advisors LLC as
its Collateral Manager, as a Lender

By: /s/ Michael W. DelPercio

Name: Michael W. DelPercio
Title:  Authorized Signatory

STONE TOWER CDO LTD.
By: Stone Tower Debt Advisors LLC as
its Collateral Manager, as a Lender

By: /s/ Michael W. DelPercio

Name: Michael W. DelPercio
Title:  Authorized Signatory

STONE TOWER CLO III LTD.

By: Stone Tower Debt Advisors LLC as
its Collateral Manager, as a Lender

By: /s/ Michael W. DelPercio

Name: Michael W. DelPercio
Title:  Authorized Signatory

STONE TOWER CLO 1V LTD.

By: Stone Tower Debt Advisors LLC as
its Collateral Manager, as a Lender

By: /s/ Michael W. DelPercio

Name: Michael W. DelPercio
Title:  Authorized Signatory

STONE TOWER CLO V LTD.
By: Stone Tower Debt Advisors LLC as

its Collateral Manager, as a Lender

By: /s/ Michael W. DelPercio

Name: Michael W. DelPercio
Title:  Authorized Signatory

STONE TOWER CLO VII LTD.
By: Stone Tower Debt Advisors LLC as
its Collateral Manager, as a Lender

By: /s/ Michael W. DelPercio

Name: Michael W. DelPercio
Title:  Authorized Signatory




STONE TOWER CLO VIII LTD. LANDMARK VII CDO LIMITED

By: Stone Tower Debt Advisors LLC as By: Aladdin Capital Management, as
its Collateral Manager, as a Lender Manager
By:  /s/ Michael W. DelPercio By: /s/ James Bragg
Name: Michael W. DelPercio Name: James Bragg
Title: Authorized Signatory Title: Authorized Signatory
GENESIS CLO 2007-1, as a Lender NOB HILL CLO II, LIMITED, as a
By: Ore Hill Partners LLC, its Collateral Lender
Manager
By: /s/ Bradley Kane
By:  /s/ Claude A. Baum, Esq. Name:  Bradley Kane
Name: Claude A. Baum, Esq. Title: Portfolio Manager

Title: General Counsel, Ore Hill Partners LLC
PANGAEA CLO 2007-1 LTD.

LANDMARK III CDO LIMITED By: Pangaea Asset Management, LLC, its
By: Aladdin Capital Management, as Collateral Manager, as a Lender
Manager

By: /s/ Ross Van Drunen
By:  /s/ James Bragg Name:  Ross Van Drunen
Name: James Bragg Title: Assistant Secretary

Title: Authorized Signatory
LANDMARK IV CDO LIMITED
By: Aladdin Capital Management, as

Manager

By:  /s/James Bragg

Name: James Bragg
Title: Authorized Signatory

LANDMARK V CDO LIMITED
By: Aladdin Capital Management, as

Manager

By:  /s/ James Bragg

Name: James Bragg
Title: Authorized Signatory




CONSENT OF SUBSIDIARY GUARANTORS

Dated as of October 26, 2010

Each of the undersigned, as a Subsidiary Guarantor under and as defined in the Senior Secured Credit Agreement dated as of July 12, 2007, among Quantum
Corporation (the “Borrower”), the Lenders party thereto, CREDIT SUISSE AG, Cayman Islands Branch (formerly known as “Credit Suisse, Cayman Islands Branch”), as
administrative agent for the Lenders, and the other parties thereto (as supplemented, modified and amended as of the date hereof, the “Credit Agreement”), hereby consents to
Amendment No. 2 to such Credit Agreement, dated as of October 26, 2010 (the “Amendment”), and to the amendments to the Credit Agreement set forth therein, and hereby
confirms and agrees that, notwithstanding the effectiveness of the Amendment, the obligations of such Subsidiary Guarantor contained in the Subsidiary Guaranty, or in any
other Loan Document to which it is a party, are and shall remain in full force and effect and are hereby ratified and confirmed in all respects, in each case as amended by the
Amendment.

[Signature pages follow]




ADVANCED DIGITAL INFORMATION
CORPORATION

By:  /s/ Shawn D. Hall

Name: Shawn D. Hall
Title: Vice President, General Counsel and Secretary

CERTANCE HOLDINGS CORPORATION

By:  /s/ Shawn D. Hall

Name: Shawn D. Hall
Title: Vice President, General Counsel and Secretary

CERTANCE (US) HOLDINGS, INC.

By:  /s/ Shawn D. Hall

Name: Shawn D. Hall
Title: Vice President, General Counsel and Secretary

CERTANCE LLC

By:  /s/ Shawn D. Hall

Name: Shawn D. Hall
Title: Vice President, General Counsel and Secretary

QUANTUM INTERNATIONAL, INC.

By:  /s/ Shawn D. Hall

Name: Shawn D. Hall
Title: Vice President, General Counsel and Secretary




Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302(a)
OF THE SARBANES-OXLEY ACT OF 2002

I, Richard E. Belluzzo, certify that:

1) Ihave reviewed this quarterly report on Form 10-Q of Quantum Corporation;

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4) The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5)  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: November 5, 2010

/s/ RICHARD E. BELLUZZO
Richard E. Belluzzo
Chairman and Chief Executive Officer




Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302(a)
OF THE SARBANES-OXLEY ACT OF 2002

I, Jon W. Gacek, certify that:

1) Ihave reviewed this quarterly report on Form 10-Q of Quantum Corporation;

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4) The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

<)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5)  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: November 5, 2010

/s/ JON W. GACEK

Jon W. Gacek

Chief Operating Officer, Chief Financial Officer
and Executive Vice President




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Richard E. Belluzzo, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report of
Quantum Corporation, on Form 10-Q for the quarterly period ended September 30, 2010 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended, and that information contained in such Quarterly Report on Form 10-Q fairly presents in all material respects the financial condition and
results of operations of Quantum Corporation.

Date: November 5, 2010
QUANTUM CORPORATION
/s/ RICHARD E. BELLUZZO

Richard E. Belluzzo
Chairman and Chief Executive Officer




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Jon W. Gacek, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report of Quantum
Corporation, on Form 10-Q for the quarterly period ended September 30, 2010 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended, and that information contained in such Quarterly Report on Form 10-Q fairly presents in all material respects the financial condition and results of operations
of Quantum Corporation.

Date: November 5, 2010

QUANTUM CORPORATION

/s/ JON W. GACEK

Jon W. Gacek

Chief Operating Officer, Chief Financial
Officer and Executive Vice President




