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o     No þ

Total shares of common stock without par value outstanding at December 31, 2009 is 12,253,117.
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PART I — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

QUALSTAR CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)

December
31,

2009
June 30,

2009
(Unaudited) (Audited)

ASSETS
Current assets:
Cash and cash equivalents $2,463 $3,749
Marketable securities, short-term 13,888 16,856
Receivables, net of allowances of $55 at December 31, 2009, and $85 at June 30, 2009 2,109 2,305
Inventories, net 5,197 5,822
Prepaid expenses and other current assets 360 397
Total current assets 24,017 29,129
Property and equipment, net 301 361
Marketable securities, long-term 8,610 7,056
Other assets 46 46
Total assets $32,974 $36,592

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable $552 $649
Accrued payroll and related liabilities 313 505
Other accrued liabilities 858 894
Total current liabilities 1,723 2,048

Other long term liabilities 34 34

Commitments and contingencies

Shareholders’ equity:
Preferred stock, no par value; 5,000 shares authorized; no shares issued — —
Common stock, no par value; 50,000 shares authorized, 12,253 shares issued and
outstanding as of December 31, 2009 and June 30, 2009 18,813 18,798
Accumulated other comprehensive income 79 168
Retained earnings 12,325 15,544
Total shareholders’ equity 31,217 34,510
Total liabilities and shareholders’ equity $32,974 $36,592

See notes to condensed consolidated financial statements.

1
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QUALSTAR CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

 (Unaudited) (In thousands, except per share data)

Three Months Ended
December 31,

Six Months Ended
December 31,

2009 2008 2009 2008
Net Revenues $3,597 $4,623 $7,276 $10,025
Cost of goods sold 2,403 3,149 5,119 6,668
Gross profit 1,194 1,474 2,157 3,357
Operating expenses:
Research and development 809 765 1,611 1,508
Sales and marketing 624 753 1,168 1,448
General and administrative 645 802 1,316 1,568
Total operating expenses 2,078 2,320 4,095 4,524
Loss from operations (884 ) (846 ) (1,938 ) (1,167 )
Investment Income 86
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