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Item 3.01. Notice of Delisting or Failure to Satisfy a Continued Listing Rule or Standard; Transfer of Listing.
(a) On September 18, 2007, SeaChange International, Inc. (the “Company”) received a NASDAQ Staff Determination letter (the “Staff Determination”) stating that the
Company is not in compliance with NASDAQ Marketplace Rule 4310(c)(14) because it did not timely file its Quarterly Report on Form 10-Q for the period ended July 31, 2007
(the “Form 10-Q”). A copy of the press release issued on September 24, 2007, reporting the Company’s receipt of the Staff Determination, is attached as Exhibit 99.1 and
incorporated herein by reference.

As previously disclosed in the Company’s Current Report on Form 8-K filed on September 17, 2007, the Company notified NASDAQ on September 17, 2007 that it
would not timely file the Form 10-Q with the SEC, and therefore, the Company would not be in compliance with NASDAQ’s filing requirement as set forth in NASDAQ
Marketplace Rule 4310(c)(14). The Company has requested a hearing before a Nasdaq Listing Qualifications Panel (the “Panel”) to review the Staff Determination. There can
be no assurance that the Panel will grant the Company’s request for continued listing.

The reason for the delay in filing the Form 10-Q is the additional time required for the Company to restate certain prior period financial statements to correct errors
relating primarily to the Company’s accounting for its employee sabbatical program. The Company expects to restore compliance with NASDAQ listing requirements when it
files the Form 10-Q and any other required periodic reports with the SEC. The Company expects to make these filings prior to October 31, 2007.

Item 4.02. Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review.
As previously disclosed in the Company’s Current Report on Form 8-K filed on August 31, 2007 (the “August 31 Form 8-K”), the Audit Committee of the Company, in

consultation with management, concluded that the Consolidated Balance Sheet and Consolidated Statement of Stockholders’ Equity and Comprehensive Income (Loss) as of
and for the year ended January 31, 2007 contained in the Company’s Form 10-K for the fiscal year ended January 31, 2007 and the Consolidated Balance Sheet as of April 30,
2007 contained in the Company’s Form 10-Q for the quarterly period ended April 30, 2007 should no longer be relied upon because of certain accounting errors relating to the
accounting for its employee sabbatical program.
 

 

(a) As previously disclosed in the August 31, 2007 Form 8-K the Company had not properly accrued for earned but unused sabbatical prior to fiscal 2008 under
Statement of Financial Accounting Standards (SFAS) No. 43 “Accounting for Compensated Absences.” The Company calculated this unrecorded liability to be
approximately $676,000 at January 31, 2007 and intended to correct this error as a cumulative effect adjustment of accumulated deficit as of February 1, 2006
through a restatement of its Consolidated Balance Sheet and Consolidated Statement of Stockholders’ Equity and Comprehensive Income (Loss) as of and



for the year ended January 31, 2007 under the guidelines of Staff Accounting Bulletin 108. The Company has subsequently determined that it will instead correct
this error, along with two other errors that were previously corrected in connection with the adoption of SAB 108 in the fiscal year ended January 31, 2007, in the
following manner:

 

 i. An decrease to accumulated deficit of $31,000 as of February 1, 2004 to be reflected through a restatement of its Consolidated Balance Sheet and
Consolidated Statement of Stockholders’ Equity and Comprehensive Income (Loss) as of and for the fiscal year ended January 31, 2005

 

 
ii. A reduction to net income of $72,000, a reduction to net loss of $118,000 and an increase to net loss of $63,000 to be reflected through a

restatement of its Consolidated Statement of Operations, Consolidated Statement of Stockholders’ Equity and Comprehensive Income (Loss) and
Consolidated Statement of Cash Flows for the fiscal years ended January 31, 2005, 2006, and 2007, respectively.

 

 

(b) As previously disclosed in the August 31, 2007 Form 8-K, the Company also failed to apply new guidance announced in Emerging Issues Task Force (EITF) 06-2
“Accounting for Sabbatical Leave and Other Similar Benefits Pursuant to FASB Statement No. 43,” issued in June 2006, beginning in the quarter ended April 30,
2007. Accordingly, the Company will restate the Condensed Consolidated Balance Sheet as of April 30, 2007, to reflect an incremental unrecorded liability of
approximately $769,000 relating to the accrual of sabbatical benefits through a restatement of accumulated deficit included in its Condensed Consolidated Balance
Sheet as of April 30, 2007 under the guidelines of EITF 06-2. In addition, the Company will record an increase to its net loss of $81,000 through a restatement of its
Condensed Consolidated Statement of Operations and Condensed Consolidated Statement of Cash Flows for the fiscal quarter ended April 30, 2007.

Based upon the foregoing, the Company has determined that the Consolidated Statement of Operations for the fiscal year ended January 31, 2007 should no longer be
relied upon due to the accounting errors described above. The Company has determined that the errors contained in the Consolidated Statements of Operations for the fiscal
years ended January 31, 2006 and 2005 are not material and, accordingly, such financial statements may continue to be relied upon.

The Audit Committee of the Company discussed these matters with Grant Thornton LLP, the Company’s independent registered public accounting firm, on August 29,
2007 and September 18, 2007. The Company plans to present the restated financial statements in two filings: an amendment to its Annual Report on Form 10-K for the fiscal
year ended January 31, 2007 and an amendment to its Quarterly Report on Form 10-Q for the fiscal quarter ended April 30, 2007. The Company expects to make these filings
prior to October 31, 2007.
 



Item 9.01. Financial Statements and Exhibits
 

(d) Exhibits

The following Exhibit is furnished as part of this report:
 

Exhibit No.  Description

99.1   Press release issued by SeaChange International, Inc., dated September 24, 2007.
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SEACHANGE INTERNATIONAL, INC.
By: /s/ Kevin M. Bisson
        Kevin M. Bisson
        Chief Financial Officer, Treasurer, Secretary
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NEWS RELEASE
For more information:
 
 

 

Media Relations:
Jim Sheehan
978/897-0100 x3064
jim.sheehan@schange.com  

Investor Relations:
Martha Schaefer
978/897-0100 x3030
martha.schaefer@schange.com

 
 

SeaChange International Receives NASDAQ Notice Due to Delay in Filing of Form 10-Q

ACTON, Mass. (September 24, 2007) – SeaChange International, Inc. (Nasdaq: SEAC), a leading provider of software and hardware solutions for video-on-demand
television, announced today that the company has received, as expected, a NASDAQ Staff Determination letter indicating that the company is not in compliance with the
NASDAQ continued listing requirements set forth in Marketplace Rule 4310(c)(14). SeaChange received this Staff Determination on September 18, 2007 due to the delayed
filing of the Company’s Form 10-Q for the second quarter of fiscal 2008, which ended July 31, 2007.

As previously disclosed in the company’s Current Report on Form 8-K filed on September 17, 2007, SeaChange notified The NASDAQ Stock Market LLC (“NASDAQ”) on
September 17, 2007 that it would not timely file the Form 10-Q with the SEC, and therefore, the company would not be in compliance with NASDAQ’s filing requirement as
set forth in NASDAQ Marketplace Rule 4310(c)(14). SeaChange has requested a hearing before a Nasdaq Listing Qualifications Panel (the “Panel”) to review the Staff
Determination. There can be no assurance that the Panel will grant SeaChange’s request for continued listing.

The reason for the delay in filing the Form 10-Q is the additional time required for SeaChange to restate certain prior period financial statements to correct errors relating
primarily to the Company’s accounting for its employee sabbatical program. The Company has determined that in order to properly correct these errors, it will record the
following:
 

 •  a decrease to its accumulated deficit of $31,000 as of January 31, 2005;
 

 •  a decrease to its net income of $72,000 for the fiscal year ending January 31, 2005;
 

 •  a decrease to its net loss of $118,000 for the fiscal year ending January 31, 2006;
 

 •  an increase to its net loss of $63,000 for the fiscal year ending January 31, 2007;
 

 •  an increase to its net loss of $81,000 for the fiscal quarter ending April 30, 2007; and
 

 •  an increase to its accumulated deficit of $769,000 as of April 30, 2007.
 



The Company expects to restore compliance with NASDAQ listing requirements when it files the Form 10-Q and any other required periodic reports with the SEC. The
Company expects to make these filings prior to October 31, 2007.

About SeaChange International
SeaChange International, Inc. is a world leader in digital video systems, spanning broadcast and broadband. Its powerful server and software systems enable television operators
to provide new On Demand services and to gain greater efficiencies in advertising and content delivery. With its Emmy-winning MediaCluster® technology, thousands of
SeaChange systems are helping broadband, broadcast and satellite television companies to streamline operations, expand services and increase revenues. SeaChange is
headquartered in Acton, Massachusetts and has product development, support and sales offices throughout the world. Visit www.schange.com.

Safe Harbor Provision
Any statements contained herein that do not describe historical facts, including without limitation statements concerning expected future filings, may constitute forward-looking
statements as that term is defined in the Private Securities Litigation Reform Act of 1995. Any such forward-looking statements contained herein are based on current
expectations, but are subject to a number of risks and uncertainties that may cause actual results to differ materially from expectations. The factors that could cause actual future
results to differ materially from current expectations include any litigation or regulatory proceedings that may arise in connection with the restatement of the Company’s
financial statements discussed above, the ability of the company to maintain effective internal control over financial reporting, and other events, factors and risks previously and
from time to time disclosed in our filings with the Securities and Exchange Commission, including, but not limited to, the Company’s annual report on Form 10-K for the fiscal
year ended January 31, 2007 and the Company’s periodic reports on Forms 10-Q and 8-K.

# # #

* SeaChange is a registered trademark of SeaChange International, Inc.


