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Event
ARAY posted solid FQ4:09 revenue results with in-line revenue and
an EPS number that came in just under the consensus estimate. New
orders of $89.0MM (down ~23% Y/Y) were neutralized by the largest
backlog reduction to date of ~$75.0MM, which included 7 contract
cancellations.

Key Points
• FQ4:09 revenue of $58.8MM was just below our estimate

($59.3MM) and above consensus ($56.9MM). Systems revenue
beat our estimate by ~$1.5MM as 12 system placements generated
revenue (7 U.S. installations, 3 shipments to international
distributors and 1 legacy systems). Service revenue was in-line with
our estimate of $18.6MM. The company reported a GAAP EPS
which was a penny below consensus expectations at $0.02.

• 15 new system orders were signed in the quarter generating
$75.0MM in new contracts and $14.0MM in service contract
renewals generated a total new order number of $89.0MM. This
represents a sequential uptick from FQ3:09 ($81.6MM) and a ~23%
Y/Y reduction off a difficult comp in FQ4:08 of $115.0MM. 6 new
contracts were deemed suitable for non-contingent backlog while 9
were entered into the contingent component. This solid new order
number was more than offset by a backlog reduction totaling
$75.0MM, despite management repeatedly scrubbing the backlog
over the last seven consecutive quarters. 7 contracts were
canceled by customers (3 from the non-contingent bucket) and 6
orders were removed from contingent backlog. Our concerns lie in
that the age of the canceled/removed contracts remains unclear
and we must presume that a majority of them were entered into
backlog in FY:09.

• Management issued FY10 revenue guidance of $215–230MM,
despite a $37MM headwind from legacy revenue realized in FY09.
Adjusting for the $60MM of deferred legacy revenue counted in
FY09 and the expected $23MM in deferred legacy revenue
expected in FY10, management expects to grow sales by 11-19%
off of a FY09 baseline of $173MM. However, if you use the FY08
baseline of $176MM excluding $34MM of legacy revenue, FY09
sales declined Y/Y.

Valuation/Risks
Our $6.50 PT is a blend of three valuations: 1) a 20x P/E multiple
applied to our CY 2010 F/T cash EPS estimate, which yields a $5.50
target; 2) a 2010 EV/Revenue multiple of 2.0x, which yields an $7.50
target; 3) a DCF approach yields a $6.50 PT. Multiples are in line with
its peer group. ARAY's chief risks include competition in the SRS
market and macro headwinds.
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We continue to believe in the innate technology value of the
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• Although we view the Cyberknife as a compelling technology, macroeconomic pressures and immature clinical
efficacy data for some indications could limit the rate of adoption through F10. We reiterate our position of remaining
on the sidelines until backlog stabilizes (i.e., revisions/contract cancellations decline/cease) and positive data for
lung, prostate, and liver indications are generated.

Company Description
Accuray Inc. has developed the CyberKnife system, which is the first and only available intelligent robotic radiosurgery
system. This system is an alternative cancer treatment to previous traditional cancer treatment modalities and is unique
to radiosurgery due to its capability to treat solid tumors throughout the body. The CyberKnife system combines
continuous image-guidance technology with a compact linear accelerator that is attached on a computer-controlled
arm. This system is capable of autonomously tracking, detecting, and correcting for tumor and patient movement in
real-time, and precisely delivering high doses of radiation to the tumor, typically with sub-millimeter accuracy. The
procedure requires no anesthesia and is performed on an outpatient basis. Key benefits of this unique radiosurgery
system include the treatment of inoperable or surgically complex tumors, real-time tracking of tumor movement, and
the elimination of surgical risks including infection, anesthesia and post-operative complications. Accuray has installed
145 CyberKnife systems at customer sites.

(NASDAQ:ARAY)
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Discussion 
 
ARAY reported solid FQ4:09 top-line, bottom-line, and new order numbers, but another significant revision of backlog 
totaling $75MM along with a higher than expected level of legacy revenue headwind causing a sales guidance range 
lower than the consensus estimate of $237.9MM for F10 should cause the stock to trade off today.  Although 
management’s guidance suggests double-digit top-line growth ex-legacy revenue, we do not believe that ARAY will be 
rewarded until backlog stabilizes further under their new revised definition of non-contingent backlog in FY10 (not yet 
disclosed) and Y/Y declines in new orders (systems and total dollars) cease,  Further, ARAY must execute and hit its 
guidance target (including and excluding legacy revenue) in F10, which will be back-half-loaded after a light FQ1 due 
to seasonality and a declining legacy revenue stream (FQ1 has not been sequentially down in either F07 or F08 due to 
strong legacy revenues).  If top-line guidance is not met in FY10, profitability may be at risk as management did not 
guide to margin expansion and ARAY was barely profitable in FY09 on a revenue run rate that is at the top end of the 
FY10 guidance range.  Lastly, we are not convinced that the U.S. hospital capital equipment spending environment 
has improved.  Although the CyberKnife has a solid economic profile that generates an attractive ROI (especially in the 
setting of stable (only down 3%) reimbursement for 2010) and is a new purchase for most medical centers rather than 
a replacement purchase, the premium price point (~$3.3-3.5MM excluding a five year service contract of $495K for 
years 2-5) could continue to prolong the purchasing cycle and lead to delayed installments or cancelled contracts if 
hospital cap ex expenditure does not improve.  ARAY management believes they have significant runway 
internationally as growth has been realized in Europe for both orders and installments (6 European installs in FY09 
versus 0 in FY08), but there is a possibility that international growth may not be able to offset increasing budgetary 
constraints in the U.S.       
 
We agree with the company’s decision to shift to only reporting non-contingent backlog starting in FQ1:10 as the non-
contingent bucket will have strict criteria and should prove to be more reliable than the company’s previous definitions 
of backlog.  We are encouraged that the new standards for order suitability will provide more visibility into ARAY’s 
ability to convert backlog into installations. On that note, in FY09 ARAY recognized revenue on 46 units (with 12 in 
FQ4:09) and installed 36 CyberKnife systems (+16% Y/Y).  We estimate that ARAY now has ~60 CyberKnifes 
($204MM) in their non-contingent systems backlog down from 63 ($213MM) in inQ3:09 (assuming a constant average 
system ASP of $3.5MM).   ARAY’s non-contingent systems backlog number contracted sequentially due to 3 cancelled 
contracts directly from the non-contingent basket and the installation of 12 systems despite the direct addition of 6 
contracts from new orders.  
 
Despite the challenges of the hospital spending environment and the inconsistency of ARAY’s backlog, we continue to 
believe that the company's robotic stereotactic radiosurgical system has proprietary technological advantages in the 
field of SRS (specifically extracranial SRS), which is experiencing significant growth in utilization trends thus validating 
ARAY’s claims of growing clinical demand.  CyberKnife adoption may not accelerate until mature positive data on the 
lung or prostate indication is accumulated.  However, this data is a few years away and we do not see an inflection 
point within the next 12 months.  We are remaining on the sidelines until we have more confidence that ARAY's non-
contingent backlog can stabilize and then expand, new order growth is achievable through accelerated 
clinical adoption, and most importantly the company is able to convert backlog at a rate that meets expectations.   Until 
these metrics are realized, we believe the stock is likely range-bound at current levels, in our opinion.  
 
 
 
 
 
 
 

(NASDAQ:ARAY)
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FQ4:09 Review 
 
ARAY: Revenue Model ($MM)

FQ4:09A FQ4:09E Delta FQ4:08A Y/Y Chg

CyberKnife Systems $39.5 $38.0 $1.5 $35.6 11%

     GM% 51.9% 58.0% 58.2%

Shared Ownership $0.5 $1.3 ($0.8) $2.2 (79%)

     GM% 73.3% 85.6% 86.8%

Services $18.6 $18.6 $0.0 $11.8 57%

     GM% 33.5% 34.0% 33.7%

Other $0.2 $1.5 ($1.3) $1.4 (82%)

     GM% 14.6% 7.0% 22.3%

Combined GM% 46.1% 49.8% 52.8%

Total Sales $58.8 $59.3 ($0.5) $50.9 15%

Source: Company data, Jefferies & Company, Inc.  
 
 
ARAY: Income Statement ($MM)

FQ4:09A FQ4:09E Delta FQ4:08A Y/Y Chg

Total Revenue $58.8 $59.3 ($0.5) $50.9 15%

      Cost of Goods Sold 31.7 29.8 1.9 24.0 32%

Gross Profit 27.1 29.5 (2.4) 26.9 1%

      S&M 9.9 11.3 (1.4) 10.6 (7%)

      G&A 7.7 8.9 (1.2) 8.5 (9%)

      R&D 9.2 8.8 0.3 8.4 9%

      Stock-Based Comp 3.8 4.1 (0.3) 4.1 (7%)

Operating Income 0.3 0.5 (0.2) (0.6) NM

      Interest/Other (0.6) (1.3) 0.7 (1.0) (37%)

Pretax Income 1.0 1.8 (0.9) 0.4 116%

      Taxes (0.3) 0.1 (0.3) 0.3 (197%)

Pro Forma Net Income 1.2 1.7 (0.5) 0.4 172%

      Average Shares (MM) 59.3 59.1 0.3 58.9 1%

Pro Forma EPS $0.02 $0.03 ($0.01) $0.00 535%

     GAAP EPS $0.02 $0.03 ($0.01) $0.00 535%

      FT EPS ex-SBC $0.08 $0.10 ($0.01) $0.07 16%

Source: Company data, Jefferies & Company, Inc.  
 
FY2010 Guidance and Estimates 
 
Although the company still did not issue specific operational guidance, CEO Euan Thompson did confirm the 
company's expectations for FY10 revenue.  Management believes that the company can generate $215-$230MM in 
sales, which represents a range of -2% to-8% Y/Y top-line decline.  To account for the legacy revenue headwind in 
FY10 compared with FY09, management suggested excluding the FY09 legacy revenue of $60MM to generate the 
baseline revenue run rate of $173.6MM for FY09.  Excluding the $23MM of expected legacy revenue in FY10, the 
guidance range would become $192-207MM or 11-18% Y/Y growth.  If we exclude legacy revenue when comparing 
FY10 to FY09, we must do the same when comparing FY09 to FY08. In FY08, legacy revenue was $34MM.  Thus, 
excluding legacy revenue for both FY09 ($173MM) and FY08 ($176MM), we have to conclude that FY09 revenue on 
an apples to apples basis declined Y/Y by nearly 2%.  Although ARAY’s guidance seems achievable, we do not 
believe the stock will be rewarded by investors without results. This may take a few quarters as ARAY’s FQ1:10 
guidance of $40-50MM was lighter than anticipated and places a heavier load on the back half of the year.  Even if 
ARAY comes within the range of FQ1:10 guidance, investor concerns regarding the company’s ability to ramp 
installations in the back half could still prevent multiple expansion as ARAY was forced to revise guidance in FY09.  
Management also stated that FY10 GM's should be maintained at the FY09 level. No further guidance was provided 
on the call. 

(NASDAQ:ARAY)



Please see important disclosure information on pages 9 - 11 of this report.
Peter J. Bye , pbye@Jefferies.com, (212) 284-2382 Page 5 of 11

 
We are revising our model by increasing our FY10 top-line estimate from $252.2MM to $213.3M and we are lowering 
our 2009 GAAP EPS estimate from $0.19 to $0.01.  We have decreased our system revenue estimate from $154.4MM 
to $146.5MM.  We have lowered our Shared Ownership revenue from $9.0MM to $2.4MM to better reflect the 
normalized run-rate.  Lastly, we have decreased our Service revenue projections from $83.1MM to $60.4MM.  We 
recognize that our FY10 estimates were high in part due to the greater than expected contribution from deferred legacy 
revenue to the top line in FY09 and a higher than expected drop off in FY10.    
 
We are now projecting gross profit at 47.8%, down from our previous estimate of 50.5% and below the previously 
reported 49.4% in FY09.  ARAY’s guidance, including and excluding legacy revenue, suggests that system 
installations in FY10 will decrease Y/Y.  This reduction in volume should place pressure on FY10 GMs. Also we are 
modeling a S&M ratio of 18.8%, down from 19.5% in 2009 as cost control implementation should allow for the leverage 
in the S&M line.  We project a G&A ratio of 14.0%, down from 15.5% in 2009, and an R&D spend ratio of 16.0%, up 
from 15.4% in 2009 as ARAY will continue to invest in clinical studies to prove the merits of the CyberKnife. 
 
ARAY: Revenue Model ($MM)

F:10E (N) F:10E (O) Delta F:09A Y/Y Chg

CyberKnife Systems $146.5 $154.4 ($7.9) $159.3 (8%)

     GM% 54.1% 60.0% 56.7%

Shared Ownership $2.4 $9.0 ($6.6) $3.7 (34%)

     GM% 74.0% 75.0% 78.8%

Services $60.4 $83.1 ($22.8) $66.3 (9%)

     GM% 34.0% 31.5% 32.8%

Other $4.0 $5.7 ($1.7) $4.3 (8%)

     GM% 10.0% 37.9% 7.1%

Combined GM% 47.8% 50.5% 49.4%

Total Sales $213.3 $252.2 ($39.0) $233.6 (9%)

Source: Company data, Jefferies & Company, Inc.  
 
ARAY: Income Statement ($MM)

F:10E (N) F:10E (O) Delta F:09A Y/Y Chg

Total Revenue $213.3 $252.2 ($39.0) $233.6 (9%)

      Cost of Goods Sold 111.3 125.0 (13.6) 118.3 (6%)

Gross Profit 101.9 127.3 (25.3) 115.3 (12%)

      S&M 40.0 49.7 (9.8) 45.5 (12%)

      G&A 29.8 35.1 (5.3) 36.2 (18%)

      R&D 34.2 35.7 (1.5) 36.0 (5%)

      Stock-Based Comp 16.2 16.2 0.0 15.5 5%

Operating Income (2.0) 6.7 (8.8) (2.4) NM

      Interest/Other (2.4) (5.3) 2.8 (3.1) (21%)

Pretax Income 0.4 12.0 (11.6) 0.7 (42%)

      Taxes 0.0 0.6 (0.6) 0.1 (65%)

Pro Forma Net Income 0.4 11.4 (11.0) 0.6 (40%)

      Average Shares (MM) 60.0 59.7 0.3 58.0 3%

Pro Forma EPS $0.01 $0.19 ($0.19) $0.01 (12%)

     GAAP EPS $0.01 $0.19 ($0.19) $0.01 (12%)

      FT EPS ex-SBC $0.26 $0.45 ($0.19) $0.28 (5%)

Source: Company data, Jefferies & Company, Inc.  
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Valuation/Risks 
We get to our new $6.50 price target by averaging three separate valuations: 1) a 20x P/E multiple applied to our 
calendar 2010 F/T cash EPS estimate, which yields a $5.50 target; 2) a 2010 EV/Revenue multiple of 2.0x, which 
yields a $7.50 target; and 3) a DCF approach, which yields a PT of $6.50. We believe ARAY has a significant 
technological asset and deserves to trade at a slight premium to an early stage high growth capital equipment 
company like TomoTherapy (TOMO, NC), which has experienced significant growth deceleration in both sales and 
orders over the last number of quarters due to macroeconomic and competitive pressures.  We also believe that ARAY 
should trade at a discount to Varian (VAR, NC), a radiation oncology company, which thus far has succeeded on a 
relative basis in navigating the difficult economy, and dominating competition in the IMRT/IGRT market, despite CQ2 
N. American Oncology order declines.  We have carried forward the current 2009 EV/Revenue multiple over to our 
C2010 estimates, which we view as appropriate as our C2009 and C2010 sales estimates are both ~$220MM.  
 
Risks ARAY faces include: 1) increased competition in the extra-cranial SRS market, 2) regulatory issues, 3) multiple 
contraction for capital equipment companies, 4) negative clinical trial results, 5) a worsening credit environment, and 6) 
reduced hospital capital equipment spending. 
 
 
 
 
 
 

(NASDAQ:ARAY)
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ARAY: Estimated Quarterly Profit and Loss Statement ($MM)

Year Ending June 2008 (FY08) Year Ending June 2009 (FY09) Year Ending June 2010 (FY10)

FQ1 FQ2 FQ3 FQ4 FY08 FQ1 FQ2 FQ3 FQ4 FY09 FQ1E FQ2E FQ3E FQ4E FY10E

Revenue $48.6 $52.0 $58.8 $50.9 $210.4 $55.9 $57.6 $61.3 $58.8 $233.6 $45.6 $54.6 $55.8 $57.3 $213.3

      Cost of Goods Sold 22.7 24.2 32.5 24.0 103.4 27.4 28.2 30.9 31.7 118.3 24.6 28.7 28.5 29.5 111.3
Gross Profit 25.9 27.9 26.3 26.9 107.0 28.4 29.4 30.4 27.1 115.3 21.0 25.9 27.3 27.8 101.9

      R&D 7.7 8.0 8.6 8.4 32.7 8.8 8.8 9.3 9.2 36.0 8.2 8.7 8.6 8.6 34.2
     S&M 10.2 11.2 10.8 10.6 42.7 13.5 10.7 11.4 9.9 45.5 9.6 10.9 10.0 9.4 40.0
     G&A 7.9 8.1 7.9 8.5 32.4 10.4 9.3 8.8 7.7 36.2 7.3 7.6 7.4 7.4 29.8
Operating Income 0.1 0.6 (1.1) (0.6) (0.9) (4.2) 0.6 0.9 0.3 (2.4) (4.1) (1.4) 1.2 2.3 (2.0)

      Interest Expense/ (Income) (2.6) (2.2) (1.3) (1.0) (7.2) (1.1) (0.7) (0.6) (0.6) (3.1) (0.6) (0.6) (0.6) (0.6) (2.4)
Pretax Income 2.8 2.8 0.3 0.4 6.3 (3.1) 1.4 1.4 1.0 0.7 (3.5) (0.8) 1.8 2.9 0.4

      Taxes 0.5 0.4 (0.3) 0.3 0.9 0.1 0.0 0.2 (0.3) 0.1 (0.2) (0.0) 0.1 0.1 0.0
Net Income 2.3 2.3 0.6 0.2 5.4 (3.2) 1.4 1.2 1.2 0.6 (3.3) (0.8) 1.7 2.8 0.4

      Stock Based Comp Expense 3.7 4.3 4.2 4.1 16.3 5.0 3.6 3.1 3.8 15.5 4.0 4.0 4.1 4.1 16.2
Pro Forma Net Income 2.3 2.3 0.6 0.2 5.4 (3.2) 1.4 1.2 1.2 0.6 (3.3) (0.8) 1.7 2.8 0.4

      Diluted Shares (MM) 61.2 61.3 60.1 58.9 60.4 54.6 59.1 58.8 59.3 58.0 59.5 59.8 60.1 60.4 60.0
Pro Forma EPS $0.04 $0.04 $0.01 $0.00 $0.09 ($0.06) $0.02 $0.02 $0.02 $0.01 ($0.06) ($0.01) $0.03 $0.05 $0.01

After-Tax "One" Time Charges 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
GAAP EPS $0.04 $0.04 $0.01 $0.00 $0.09 ($0.06) $0.02 $0.02 $0.02 $0.01 ($0.06) ($0.01) $0.03 $0.05 $0.01

Net Income - From Operations 6.0 6.6 4.8 4.3 21.7 1.8 4.9 4.3 5.0 16.1 0.5 3.0 5.6 6.7 15.8
Fully-taxed cash EPS ex-options $0.10 $0.11 $0.08 $0.07 $0.36 $0.03 $0.08 $0.07 $0.08 $0.28 $0.01 $0.05 $0.09 $0.11 $0.26

Margin Analysis

Gross Profit 53.3% 53.5% 44.7% 52.8% 50.8% 50.9% 51.0% 49.5% 46.1% 49.4% 46.0% 47.4% 48.9% 48.5% 47.8%
      R&D 15.9% 15.3% 14.7% 16.5% 15.6% 15.7% 15.3% 15.1% 15.6% 15.4% 18.0% 16.0% 15.5% 15.0% 16.0%      R&D 15.9% 15.3% 14.7% 16.5% 15.6% 15.7% 15.3% 15.1% 15.6% 15.4% 18.0% 16.0% 15.5% 15.0% 16.0%
     S&M 20.9% 21.5% 18.4% 20.8% 20.3% 24.1% 18.6% 18.6% 16.8% 19.5% 21.0% 20.0% 18.0% 16.5% 18.8%
     G&A 16.2% 15.6% 13.5% 16.6% 15.4% 18.7% 16.1% 14.4% 13.1% 15.5% 16.0% 14.0% 13.3% 13.0% 14.0%
Operating Income 0.3% 1.1% -1.8% -1.1% -0.4% -7.6% 1.1% 1.4% 0.6% -1.0% -9.0% -2.6% 2.1% 4.0% -1.0%
Pretax Income 5.7% 5.4% 0.4% 0.9% 3.0% -5.6% 2.4% 2.3% 1.7% 0.3% -7.6% -1.5% 3.2% 5.1% 0.2%
Net Income 4.7% 4.5% 1.0% 0.4% 2.6% -5.7% 2.3% 2.0% 2.1% 0.3% -7.2% -1.4% 3.0% 4.8% 0.2%
Tax Rate 17.7% 16.0% NM 57.6% 13.9% NM 2.2% 15.4% 5.0% 8.3% 5.0% 5.0% 5.0% 5.0% 5.0%

Growth Analysis

Total Revenue 48% 98% 57% 16% 50% 15% 11% 4% 15% 11% -18% -5% -9% -3% -9%
Gross Profit 34% 90% 24% 8% 34% 10% 6% 16% 1% 8% -26% -12% -10% 3% -12%
      R&D 67% 30% 24% 19% 32% 13% 10% 7% 9% 10% -6% -1% -7% -6% -5%
     S&M 35% 14% 10% -1% 13% 33% -4% 6% -7% 6% -29% 2% -12% -4% -12%
     G&A 28% 32% 30% 13% 25% 32% 14% 11% -9% 12% -30% -17% -16% -3% -18%
Operating Income -86% -108% -39% 38% -89% NM 7% -180% NM NM NM -323% 36% NM NM
Pretax Income 133% -139% -136% -74% -225% -214% -50% NM 116% -89% 11% -159% NM 199% -42%
Net Income 102% -132% -174% -62% -183% -241% -42% NM 540% -89% 4% -157% NM 126% -40%

Sources: Company reports and Jefferies & Company, Inc. estimates
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ARAY: Estimated Annual Profit & Loss Statement ($MM)
2008-11E

2007 2008 2009 2010E 2011E 2012E CAGR

Revenue $140.5 $210.4 $233.6 $213.3 $233.0 $256.1 3%

      Cost of Goods Sold 60.4 103.4 118.3 111.3 121.1 131.2 5%

Gross Profit 80.0 107.0 115.3 101.9 111.9 125.0 2%

      R&D 24.8 32.7 36.0 34.2 35.5 37.0 3%

     S&M 37.9 42.7 45.5 40.0 41.3 42.7 -1%

     G&A 25.9 32.4 36.2 29.8 30.1 30.5 -2%

Operating Income (8.5) (0.9) (2.4) (2.0) 5.0 14.8 -275%

      Interest Expense (3.5) (7.2) (3.1) (2.4) (3.4) (4.4) -22%

Pretax Income (5.0) 6.3 0.7 0.4 8.4 19.2 10%

      Taxes 1.4 0.9 0.1 0.0 0.4 1.0 -21%

Net Income (6.5) 5.4 0.6 0.4 8.0 18.3 14%

      Stock Based Comp Expense 12.6 16.3 15.5 16.2 16.0 17.0

Pro Forma Net Income (5.6) 5.4 0.6 0.4 24.0 35.3 65%

      Diluted Shares (MM) 30.8 60.4 58.0 60.0 60.6 61.2 0%

Pro Forma EPS ($0.18) $0.09 $0.01 $0.01 $0.13 $0.30 14%

After-Tax "One" Time Charges $0.8 $0.0 $0.0 $0.0 $0.0 $1.0 0%

GAAP EPS ($0.21) $0.09 $0.01 $0.01 $0.13 $0.30 14%

Net Income - From Operations 7.0 21.7 16.1 15.8 24.0 36.3 3%

Fully-taxed cash EPS excluding option expense $0.13 $0.36 $0.28 $0.26 $0.40 $0.59 3%

Margin Analysis

Gross Margin 57.0% 50.8% 49.4% 47.8% 48.0% 48.8%
      R&D 17.6% 15.6% 15.4% 16.0% 15.2% 14.4%      R&D 17.6% 15.6% 15.4% 16.0% 15.2% 14.4%
     S&M 27.0% 20.3% 19.5% 18.8% 17.7% 16.7%
     G&A 18.5% 15.4% 15.5% 14.0% 12.9% 11.9%
Operating Income -6.1% -0.4% -1.0% -1.0% 2.1% 5.8%
Pretax Income -3.6% 3.0% 0.3% 0.2% 3.6% 7.5%
Net Income -4.6% 2.6% 0.3% 0.2% 3.4% 7.1%
Tax Rate NM 13.9% 8.3% 5.0% 5.0% 5.0%

Growth Analysis

Revenue 166% 50% 11% -9% 9% 10%
Gross Profit 215% 34% 8% -12% 10% 12%
      R&D 39% 32% 10% -5% 4% 4%
      SG&A 50% 13% 6% -12% 3% 3%
Operating Income NM NM NM -15% -343% 197%
Pretax Income NM NM -89% -42% 2104% 129%
Net Income NM NM -89% -40% 2104% 129%

Sources: Company reports and Jefferies & Company, Inc. estimates
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ANALYST CERTIFICATIONS
I, Peter Bye, certify that all of the views expressed in this research report accurately reflect my personal views about the subject
security(ies) and subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed in this research report.

I, Joshua Jennings, certify that all of the views expressed in this research report accurately reflect my personal views about the
subject security(ies) and subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in this research report.

Important Disclosures

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments
discussed in this report receive compensation based in part on the overall performance of the firm, including
investment banking income. We seek to update our research as appropriate, but various regulations may prevent us
from doing so. Aside from certain industry reports published on a periodic basis, the large majority of reports are
published at irregular intervals as appropriate in the analyst's judgement.

Jefferies makes a market in Accuray Incorporated.

Meanings of Jefferies & Company, Inc, Ratings
Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 15% or more within a
12-month period.

Hold - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus
10% within a 12-month period.

Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10%
or more within a 12-month period.

Our focus on mid-capitalization and growth companies implies that many of the companies we cover are typically more
volatile than the overall stock market, which can be amplified for companies with an average stock price consistently
below $10. For companies in this category only, the expected total return (price appreciation plus yield) for Buy rated
stocks is 20% or more within a 12-month period. For Hold rated stocks with an average stock price consistently below
$10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For
Underperform rated stocks with an average stock price consistently below $10, the expected total return (price
appreciation plus yield) is minus 20% within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance
with applicable regulations and/or Jefferies & Company, Inc. policies.

CS - Coverage Suspended. Jefferies & Company, Inc. has suspended coverage of this company.

NC - Not covered. Jefferies & Company, Inc. does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy
or applicable securities regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no
financial projections or opinions on the investment merits of the company are provided.

Valuation Methodology
Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value,
volatility and expected total return over the next 12 months. The price targets are based on several methodologies,
which may include, but are not restricted to, analyses of market risk, growth rate, revenue stream, discounted cash flow
(DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium
(discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value,
dividend returns, and return on equity (ROE) over the next 12 months.
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Risk which may impede the achievement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to
individual investors. As such, the financial instruments discussed in this report may not be suitable for all investors and
investors must make their own investment decisions based upon their specific investment objectives and financial
situation utilizing their own financial advisors as they deem necessary. Past performance of the financial instruments
recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by
changes in economic, financial and political factors. If a financial instrument is denominated in a currency other than
the investor's home currency, a change in exchange rates may adversely affect the price of, value of, or income
derived from the financial instrument described in this report. In addition, investors in securities such as ADRs, whose
values are affected by the currency of the underlying security, effectively assume currency risk.
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Distribution of Ratings
IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY [BUY/ SB] 410 50.40 47 11.46

HOLD [HOLD] 325 40.00 18 5.54

SELL [SU/ UNPF] 78 9.60 5 6.41

OTHER DISCLOSURES
This material has been prepared by Jefferies & Company, Inc. a U.S.-registered broker-dealer, employing appropriate
expertise, and in the belief that it is fair and not misleading. The information upon which this material is based was
obtained from sources believed to be reliable, but has not been independently verified, therefore, we do not guarantee
its accuracy. Additional and supporting information is available upon request. This is not an offer or solicitation of an
offer to buy or sell any security or investment. Any opinion or estimates constitute our best judgment as of this date,
and are subject to change without notice. Jefferies & Company, Inc. and Jefferies International Limited and their
affiliates and their respective directors, officers and employees may buy or sell securities mentioned herein as agent or
principal for their own account. Upon request Jefferies & Company, Inc. may provide specialized research products or
services to certain customers focusing on the prospects for individual covered stocks as compared to other covered
stocks over varying time horizons or under differing market conditions. While the views expressed in these situations
may not always be directionally consistent with the long-term views expressed in the analyst's published research, the
analyst has a reasonable basis and any inconsistencies can be reasonably explained.

Additional information for UK and Canadian investors
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This material has been issued by Jefferies & Company, Inc. and in the United Kingdom ("UK") is approved and
distributed by Jefferies International Limited which is authorized and regulated by the Financial Services Authority
("FSA").

In the UK, this material is intended for use only by persons who have professional experience in matters relating to
investments falling within Articles 19(5) and 49(2)(a) to (d) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (as amended), or by persons to whom it can be otherwise lawfully distributed. For Canadian
investors, this material is intended for use only by professional or institutional investors. None of the investments or
investment services mentioned or described herein is available to other persons or to anyone in Canada who is not a
"Designated Institution" as defined by the Securities Act (Ontario). For investors in the Republic of Singapore, this
material is provided by Jefferies & Company, Inc. through Jefferies Singapore Limited ("JSL") pursuant to Regulation
32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited,
expert or institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are
any matters arising from, or in connection with this material, please contact JSL in Singapore at 80 Raffles Place
#15-20, UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950.

The information set forth herein was obtained from sources believed to be reliable, but has not been independently
verified by JIL, JSL or JEFCO. Therefore, except for any obligation under the rules of the FSA we do not guarantee its
accuracy. Additional and supporting information is available upon request. This is not an offer or solicitation of an offer
to buy or sell any security or derivative instrument, or to make any investment. Any opinion or estimate constitutes the
preparer's best judgment as of the date of preparation, and is subject to change without notice. JIL, JSL, JEFCO, their
associates or affiliates, and their respective officers, directors, and employees may have long or short positions in, or
may buy or sell any of the securities, derivative instruments or other investments mentioned or described herein, either
as agent or as principal for their own account.

This material does not constitute a personal recommendation or take into account the particular investment objectives,
financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation in
this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax
advice. The price and value of the investments referred to herein and the income from them may fluctuate. Past
performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may
occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from,
certain investments.

Jefferies & Company, Inc. research reports are disseminated and available primarily electronically, and, in some cases,
in printed form. Electronic research is simultaneously available to all clients. This report or any portion hereof may not
be reprinted, sold or redistributed without the written consent of Jefferies & Company, Inc. Jefferies International
Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the
details of which are available upon request in writing to: The Compliance Officer, Jefferies International Limited,
Vintners Place, 68 Upper Thames Street, London EC4V 3BJ; telephone +44 (0)20 7029 8000; facsimile +44 (0)20
7029 8010.

© 2009 Jefferies & Company, Inc,
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