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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

Current Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

October 21,2004

Date of Report
(Date of earliest event reported)

HARMONIC INC.

(Exact name of Registrant as specified in its charter)

Delaware 0-25826 77-0201147
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549 Baltic Way
Sunnyvale, CA 94089
(408) 542-2500
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of Registrant’s principal executive offices)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions (see General Instruction A.2. below):

[ 1 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[ 1 Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
[ ] Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

[ ] Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 2.02. Results of Operations and Financial Condition

On October 21, 2004, Harmonic Inc. (“Harmonic”) issued a press release regarding its financial results for the quarter ended October 1, 2004. Harmonic also
announced that it would be holding a conference call on Thursday, October 21, 2004, to discuss its financial results for the quarter ended October 1,2004.

The information in this Current Report on Form 8-K is being furnished and shall not be deemed “filed” for the purposes of Section 18 of the Securities
Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that Section.

Use of Non-GAAP Financial Information

To supplement our consolidated financial statements presented in accordance with GAAP, Harmonic uses non-GAAP measures of operating income/loss, net
income/loss and earnings/loss per share, which are adjusted from results based on GAAP to exclude certain costs and credits and gains and losses. These non-
GAAP adjustments are provided to enhance the user’s overall understanding of our current financial performance and our prospects for the future.
Specifically, we believe the non-GAAP results provide useful information to both management and investors by excluding certain items that we believe are
not indicative of our core operating performance. In addition, since we have historically reported non-GAAP results to the investment community, we believe
the inclusion of non-GAAP numbers provides consistency in our financial reporting. Further, these non-GAAP results are a primary indicator used by
management for planning and forecasting in future periods. The presentation of this additional information is not intended to be considered in isolation or as
a substitute for results prepared in accordance with accounting principles generally accepted in the United States, and is not necessarily comparable to non-
GAAP results published by other companies. A table reconciling the non-GAAP results to GAAP results is included in the accompanying press release.

Item 9.01. Financial Statements and Exhibits

(c) Exhibits.

Exhibit Number Description

99.1 Press Release of Harmonic Inc., issued on October 21,2004
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SIGNATURES

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

HARMONIC INC.

Date: October 21,2004

By: /s/ Robin N. Dickson

Robin N. Dickson
Chief Financial Officer
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Exhibit 99.1
HARMONIC ANNOUNCES THIRD QUARTER RESULTS
Expecting Strong Sales and Earnings Growth in Fourth Quarter

SUNNYVALE, Calif—October 21, 2004—Harmonic Inc. (Nasdaq: HLIT) today announced its results for the quarter ended October 1,2004. The results are
in line with its preliminary estimates for the quarter, announced on October 11,2004.

For the third quarter of 2004, the Company reported net sales of approximately $50.6 million, up from $47.3 million in the third quarter o£2003. As
previously announced, the Company’s lower than anticipated revenues in the third quarter of 2004 primarily reflected the timing of two significant customer
orders, which the Company expects to recognize as revenue in the fourth quarter. Due mostly to increasing customer demand worldwide and partly because of
the timing of these two major orders, the Company expects net sales for the fourth quarter of 2004 in the range of $72 million to $78 million.

The CS division, which designs, manufactures and markets digital headend systems for a number of markets, had divisional net sales of $34.6 million in the
third quarter, up from $33.3 million in the previous quarter. The BAN division, which designs, manufactures and markets fiber optic products for broadband
cable networks, had divisional net sales of $16.0 million, compared to $23.7 million in the previous quarter. Interational sales represented 59% of total sales
for the third quarter of 2004, up from 29% in the third quarter of2003.

“While the timing of customer shipments remains difficult to predict, we expect strong sales and earmings growth in the fourth quarter,” said Anthony J. Ley,
Chairman, President and Chief Executive Officer. “We are very encouraged with the strength of our international business and the diversification of our
customer base across cable, satellite and telco markets. During the third quarter, we supplied a number of international telco customers with encoders for
video-over-DSL and continued to work with domestic telcos on fiber-to-the-premises and other designs to offer digital video. We also continued to help our
customers, across different markets, prepare for next-generation compression standards.”

At the end of the third quarter of 2004, the Company had cash, cash equivalents and short-term investments of $89.4 million. The GAAP net loss for the third
quarter 0of 2004 was $4.2 million or $0.06 per share, compared to a GAAP net loss of $7.5 million or $0.12 per share for the same period 0f2003. Excluding
an inventory benefit relating to the sale of previously reserved inventory and the effects of non-cash accounting charges for the amortization of intangibles,
the non-GAAP net loss for the third quarter of 2004 was $2.0 million or $0.03 per share, compared to a non-GAAP net loss of $4.2 million or $0.07 per share
for the same period 0f2003.

For the fourth quarter of 2004, the Company expects net sales in the range of $72 million to $78 million, with GAAP net income in the range of $0.03 to
$0.07 per share and non-GAAP net income, excluding the amortization of intangibles, of $0.08 to $0.12 per share.

Harmonic’s conference call regarding its results for the third quarter of 2004 will be held today at 2:00 p.m. Pacific (5:00 p.m. Eastern). A listen-only
broadcast of the conference call can be accessed on the Company’s website at www.harmonicinc.com or by calling +1-415-908-4707 (Reservation
No. 21180560). The replay will be available after 5:00 p.m. today at the same website address or by calling +1-402-977-9140 (Reservation No. 21180560).

About Harmonic Inc.

Harmonic Inc. is a leading provider of digital video, broadband optical networking and IP delivery systems to cable, satellite, telecom and broadcast network
operators. Harmonic’s open standards-based solutions for the headend through the last mile enable customers to develop new revenue sources and a
competitive advantage by offering powerful interactive video, voice and data services such as video-on-demand, high definition digital television, telephony
and Internet access.




Harmonic (Nasdaq: HLIT) is headquartered in Sunnyvale, California with R&D, sales and system integration centers worldwide. The Company’s customers,
including many of the world’s largest communications providers, deliver services in virtually every country. Visit www.harmonicinc.com for more
information.

This press release contains forward-looking statements within the meaning of Section 27(a) of the Securities Act of 1933 and Section 21(e) of the
Securities Exchange Act of 1934, including statements related to our expected net sales, GAAP income per share and non-GAAP net income per share
for the fourth quarter of 2004; our expectation that revenue from two significant customer orders will be recognized in the fourth quarter of2004; our
belief that customer demand is increasing worldwide; and our expectation of strong sales and earnings growth in the fourth quarter of 2004. Our
expectations and beliefs regarding these matters may not materialize, and actual results in future periods are subject to risks and uncertainties that
could cause actual results to differ materially from those projected. These risks include delays or decreases in capital spending in the cable and
satellite industry, customer concentration and consolidation, general economic conditions, market acceptance of new or existing Harmonic products,
losses of one or more key customers, risks associated with Harmonic’s international operations, inventory management problems, the effect of
competition, difficulties associated with rapid technological changes in Harmonic’s markets, the need to introduce new and enhanced products, and
risks associated with a cyclical and unpredictable sales cycle. The forward-looking statements contained in this press release are also subject to other
risks and uncertainties, including those more fully described in Harmonic’s filings with the Securities and Exchange Commission including its
Annual Report filed on Form 10-K for the year ended December 31, 2003, its quarterly reports on Form 10-Q and its current reports on Form §-K.
Harmonic does not undertake to update any forward-looking statements.

Editor’s Note: Product and company names used here are trademarks or registered trademarks of their respective companies.




Assets
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Inventories
Prepaid expenses and other assets
Total current assets
Property and equipment, net
Intangibles and other assets

Liabilities and stockholders’ equity Current liabilities:

Current portion of long-term debt
Accounts payable

Income taxes payable

Deferred revenue

Accrued liabilities

Total current liabilities

Long-term debt, less current portion
Accrued excess facilities costs
Other non-current liabilities
Total liabilities
Stockholders’ equity:
Common stock
Accumulated deficit
Accumulated other comprehensive income

Total stockholders’ equity

Harmonic Inc.
Condensed Consolidated Balance Sheets
(In thousands)

October 1, 2004

December 31, 2003

(Unaudited)

$ 20431
68,949
43,287
37,988
10,262

180,917
19,780
11,063

5211760

$ 915
15,981

6,914

11,671
43,836
79,317

904

25,463

5,658
111,342

2,039,671
(1,939,142)
(111)

100,418
5211760

41,877
70,720
38,528
22,425

6,196

$

$

179,746
23,458

21,522
224,726

1,027
14,863
6,935
11,712

49,820
84,357

629
28,627
4,952

118,565

2,036,593

(1,930,558)

126

106,161
224726




Net sales
Cost of sales

Gross profit

Operating expenses:
Research and development
Selling, general and administrative
Amortization of intangibles

Total operating expenses

Loss from operations
Interest and other income/(expense)

Loss before income taxes
Provision for income taxes

Net loss

Net loss per share Basic
Diluted

Weighted average shares Basic
Diluted

Harmonic Inc.

Condensed Consolidated Statements of Operations
(In thousands, except per share data)

(Unaudited)
Three Months Ended Nine Months Ended
September October 1, September 26,
October 1, 2004 26,2003 2004 2003
$ 50,610 $47,253 $162,727 $ 125947
30,072 32,593 98,005 87,788
20,538 14,660 64,722 38,159
8,348 9,211 25,509 26,145
14,418 11,127 41,942 37,598
1,933 1,933 5,799 5,799
24,699 22,271 73,250 69,542
@,161) (7,611) (8,528) (31,383)
23 257 244 880
(4,138) (7,354) (8,284) (30,503)
100 100 300 300
$ 4,238) $ !7,454) $ (8,584) $ 530,803)
$ (0.06) $ (0.12) $  (0.12) $  (0.51)
$ (0.06) $_(0.12) $__(0.12) $___(0.51)
72,246 60,813 71,929 60,572
72,246 60,813 71,929 60,572




Harmonic Inc.

Non-GAAP Condensed Consolidated Statements of Operations
(In thousands, except per share data)

(Unaudited)
Three Months Ended Nine Months Ended
September 26, October 1, September 26,
October 1, 2004 2003 2004 2003
Net sales $ 50,610 $ 47,253 $162,727 $ 125947
Cost of sales 29,756 30,951 96,459 85,167
Gross profit 20,854 16,302 66,268 40,780
Operating expenses:
Research and development 8,348 8,691 25,509 25,625
Selling, general and administrative 14,418 12,014 41,942 35,816
Total operating expenses 22,766 20,705 67,451 61,441
Non-GAAP loss from operations (1,912) (4,403) (1,183) (20,661)
Interest and other income 23 257 244 880
Non-GAAP loss before income taxes (1,889) (4,146) (939) (19,781)
Provision for income taxes 100 100 300 300
Non-GAAP loss $ 1,989) $ 4.,246) $ !1,239) $ !20,081)
Non-GAAP net loss per share Basic $&) $ﬂ) $ﬂ) $4ﬁ)
Diluted $ (0.03) $ (0.07) $  (0.02) $ (0.33)
Weighted average shares Basic 72,246 60,813 71,929 60,572
Diluted 72,246 60,813 71,929 60,572

1. These Non-GAAP Condensed Consolidated Statements of Operations are provided to enhance overall understanding of our current financial performance
and our prospects for the future. The presentation of this Non-GAAP information is not intended to be considered in isolation or as a substitute for results
prepared in accordance with GAAP and is not necessarily comparable to Non-GAAP results published by other companies. A table reconciling the Non-
GAAP net loss to the GAAP net loss follows below.

Harmonic Inc.
Non-GAAP to GAAP Loss Reconciliation

(Unaudited)
(In thousands)
Three Months Ended Nine Months Ended

(In thousands)

September October 1, September 26,

October 1, 2004 26,2003 2004 2003

Non-GAAP net loss $ (1,989) $ (4,246) $ (1,239) $ (20,081)
Items charged to cost of sales:
Amortization of intangibles (1,540) (1,540) (4,621) (4,621)
Realized margin on reserved product sold 1,224 1,132 3,075 3,235
Facilities, severance and other adjustments — (1,235) — (1,235)
Total of charges to cost of sales (316) (1,643) (1,546) (2,621)
Items charged to operating expenses:
Amortization of intangibles (1,933) (1,933) (5,799) (5,799)
Loss on litigation settlement — — — (2,670)
Facilities, severance and other adjustments — 368 — 368
Total of charges to operating expenses (1,933) (1,565) (5,799) (8,101)

GAAP net loss $  (4238) $ (7.454) $ (8,584) $ (30,803)
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