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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-K includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended,
including, but not limited to, statements regarding the extent and timing of future revenues and expenses, statements regarding reimbursement
rates, statements regarding regulatory requirements, statements regarding future orders, statements regarding our strategic alliance with
Siemens AG, statements regarding the deployment of our products, statements regarding revenues, earnings or other financial results, and other
statements using words such as "anticipates,” "believes,” "could,” "estimates," "expects," "forecasts," "intends," "may," "plans," "projects,"”
"should,"” "will" and "would," and words of similar import and the negatives thereof. Accuray Incorporated ("we,

"on "o

" "our," the "Company") has
based these forward-looking statements largely on our current expectations and projections about future events and financial trends affecting
the financial condition of our business. Forward-looking statements should not be read as a guarantee of future performance or results, and will
not necessarily be accurate indications of the times at, or by, which such performance or results will be achieved. Factors that could cause our
actual results to differ materially include those discussed under "Risk Factors" in Part I, Item 1A of this report. We undertake no obligation to
update or revise any forward-looking statements to reflect any event or circumstance that arises after the date of this report.

PART I

Historically, our fiscal year has ended on the Saturday closest to June 30th, so that in a 52 week period, each fiscal quarter consisted of
13 weeks. The additional week in a 53 week year was added to the fourth quarter, making such quarter consist of 14 weeks. Fiscal years 2009
and 2008 are each comprised of 52 weeks. For ease of presentation purposes, we refer to June 30 as the Company's fiscal year end. On June 23,
2009, our board of directors determined to change the Company's fiscal year end to June 30, beginning with fiscal 2010.

Item 1. BUSINESS
The Company

We, Accuray Incorporated, have developed what we believe to be the first and only commercially available intelligent robotic radiosurgery
system, CyberKnife® Robotic Radiosurgery System, designed to treat solid tumors anywhere in the body as an alternative to traditional surgery.
Our CyberKnife system represents the next generation of radiosurgery systems, combining continuous image-guidance technology with a
compact linear accelerator, or linac, which has the ability to move in three dimensions according to the treatment plan. Our image-guidance
technology enables the system to continuously acquire images to track a tumor's location and transmit any position corrections to the robotic arm
prior to delivery of each dose of radiation. Our linac is a compact radiation treatment device that uses microwaves to accelerate electrons to
create high-energy X-ray beams to destroy the tumor. This combination, which we refer to as intelligent robotics, extends the benefits of
radiosurgery to the treatment of tumors anywhere in the body. The CyberKnife system autonomously tracks, detects and corrects for tumor and
patient movement in real-time during the procedure, enabling delivery of precise, high dose radiation typically with sub-millimeter accuracy.
The CyberKnife procedure requires no anesthesia, can be performed on an outpatient basis and allows for the treatment of patients who
otherwise would not have been treated with radiation or who may not have been good candidates for surgery. In addition, the CyberKnife
procedure is designed to avoid many of the potential risks and complications that are associated with other treatment options and is more cost
effective than traditional surgery.

As of June 30, 2010, 206 CyberKnife systems were installed: 132 in the Americas, three of which are pursuant to our shared ownership
program, 45 in Asia and 29 in Europe. Our customers have reported that over 95,000 patients worldwide have been treated with the CyberKnife
system since its
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commercial introduction. Our customers have increasingly used the CyberKnife system for indications outside of the brain for tumors on or near
the spine and in the lung, liver, prostate and pancreas. Based on customer data, over 50% of patients treated with the CyberKnife system in the
United States during the year ended June 30, 2010 were treated for tumors outside of the brain.

The CyberKnife system received U.S. Food and Drug Administration, or FDA, 510(k) clearance in July 1999 to provide treatment planning
and image-guided robotic radiosurgery for tumors in the head and neck. In August 2001, the CyberKnife system received 510(k) clearance to
treat tumors anywhere in the body where radiation treatment is indicated. The CyberKnife system has also received a CE mark for sale in Europe
and has been approved for various indications in Japan, Korea, Taiwan, China and other countries. In Europe, Japan, Korea, Taiwan, and China,
the CyberKnife system has received approval to provide treatment planning and image-guided robotic radiosurgery for tumors anywhere in the
body where radiation treatment is indicated.

We were incorporated in California in 1990 and commenced operations in 1992. We reincorporated in Delaware in 2007. Our principal
offices are located at 1310 Chesapeake Terrace, Sunnyvale, CA 94089, and our telephone number is (408) 716-4600.

Cancer Market Overview

According to the World Health Organization, or WHO, an estimated 7.9 million people died of cancer in 2007, accounting for 13% of all
deaths worldwide. Cancer is the second leading cause of death in the United States, after heart disease. The American Cancer Society, or ACS,
estimates that approximately 569,000 Americans will die as a result of cancer in 2010. The ACS also estimates that approximately 1.4 million
new cases of cancer will be diagnosed in the United States in 2010, with continued increases in the prevalence of cancer forecasted as the U.S.
population ages.

Cancers can be broadly divided into two groups: solid tumor cancers, which are characterized by the growth of malignant tumors within the
body in areas such as the brain, lung, liver, breast or prostate, and hematological, or blood-borne cancers, such as leukemia. The ACS estimates
that solid tumor cancers will account for approximately 1.4 million, or approximately 94%, of new cancer cases diagnosed and will account for
approximately 527,000 cancer related deaths in the United States in 2010. In addition, tumors at the original cancer site, called primary tumors,
such as in the breast or prostate, even when diagnosed and treated, can lead to the development of tumors in other locations of the body, called
secondary tumors. This is referred to as metastatic disease, the movement of cancer cells from one part of the body to another. We are focused
on the treatment of solid cancer tumors.

Development of Radiosurgery

Traditional methods for the treatment of solid tumor cancers include surgery, radiation therapy, chemotherapy and other drugs. Surgery and
radiation are forms of local therapy, because the tumor is either directly removed through surgery or irradiated with the objective of destroying
the cancer cells comprising the tumor. Chemotherapy is a systemic treatment method which involves the administration of drugs with the
objective of killing cancer cells anywhere in the body, and when used in conjunction with local therapy, any remaining cancer cells that were not
destroyed by the local therapy.

Based on the demonstrated principles of radiation as a method of destroying cancer cells, manufacturers have developed radiosurgery
systems that have initially shown to be effective in the treatment of brain tumors and there have been various attempts to develop similarly
accurate systems to perform radiosurgery elsewhere in the body. By destroying the tumor with a high dose of radiation, radiosurgery systems
have been shown to be effective at local control without the risks, costs and other limitations of traditional surgery. Radiosurgery systems differ
from traditional radiation therapy systems in that they are designed to deliver a very high cumulative dose of radiation, in a single or a small
number of treatments precisely targeted at the tumor rather than at a region that consists of the tumor
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plus healthy tissue that surrounds the tumor area. The more accurate delivery of radiation allows higher doses to be delivered, increasing the
probability of tumor cell death and better local control. In addition, radiosurgery can be used on patients who cannot, due to advanced age or
other health reasons, tolerate traditional surgery.

One of the initial radiosurgery techniques was frame-based radiosurgery for the treatment of brain tumors, which requires attaching a rigid
frame to the patient's head by screwing it into the skull through the skin to immobilize the patient's head and to aid in targeting the tumor.
Besides immobilizing the patient, the frame forms a fixed coordinate system that is used to target a tumor inside the head. Once the frame is
attached, the physician then images the head, typically with a computed tomography, or CT scan, to identify the tumor location relative to the
frame. The physician then uses the acquired images to develop a treatment plan, and the patient receives treatment while being held in position
by the rigid frame. The entire process usually lasts between four and eight hours.

Although frame-based radiosurgery represents an advancement in cancer treatment, it has significant shortcomings. The necessity for a
rigid frame to be screwed into a patient's skull or affixed to the body restricts the area of the body which can be treated. In addition, frame-based
radiosurgery systems do not generally succeed in conforming the radiation dose to the tumor, because beam orientations are limited, and
therefore it is difficult to match the shape of the treated volume with the shape of the tumors. Further, because it is difficult to precisely
reposition the head frame for multiple treatments, these systems are very rarely used when more than one dose of radiation is required.
Frame-based radiosurgery approaches have been used for treatment of tumors in other parts of the body, but suffer from significant drawbacks.
In particular, it is not practical to attach a frame rigidly to parts of the body other than the head. Tumors in soft tissue organs such as the lung,
liver, pancreas and prostate are not rigidly fixed to any external reference points and can move significantly during treatment due to normal
bodily functions. Frame-based approaches to delivering radiosurgery for tumors in such locations are rarely as accurate as frame-based systems
used to treat brain tumors. This lack of accuracy for tumors located outside the head may compromise the efficacy of traditional radiosurgery
and increase the likelihood of delivering significant radiation doses to otherwise healthy tissue.

The CyberKnife System Solution
Our Strategy

Our goal is to have the CyberKnife system become the standard of care for the treatment of solid tumors, particularly those that are difficult
to treat with traditional surgery. We believe our technology can significantly enhance the applications of radiosurgery by increasing the number
and type of tumors which can be treated effectively. Key elements of our strategy include the following:

Increase physician adoption and patient awareness to drive utilization. We are continually working to increase adoption and awareness
of our CyberKnife system and demonstrate its advantages over traditional treatment methods. We hold and sponsor symposia and educational
meetings and support clinical studies in an effort to demonstrate the clinical benefits of the CyberKnife system. We assist our customers to
increase patient awareness in their communities by helping them develop marketing and educational campaigns.

Continue to expand the radiosurgery market. While radiosurgery has traditionally been used to treat brain tumors, the CyberKnife
system has received FDA clearance for and is increasingly being used to treat tumors anywhere in the body where radiation is indicated. Based
on customer data, over 50% of patients treated with the CyberKnife system in the United States during the year ended June 30, 2010 were
treated for tumors outside of the brain. We are facilitating studies to further demonstrate the CyberKnife system's efficacy for treating tumors
outside of the brain, and we believe these studies will increase overall utilization of the CyberKnife system and continue to expand the number
of patients
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eligible for radiosurgery. In addition, we have developed and are continuing to develop new upgrades to enable the CyberKnife system to be
even better suited for treating tumors anywhere in the body where radiation is indicated.

Continue to innovate through clinical development and collaboration. The clinical success of the CyberKnife system is due in large part
to the collaborative partnerships we have developed over the last decade with clinicians, researchers and patients. We proactively seek out and
rely on constructive feedback from CyberKnife system users to learn what is needed to enhance the technology. Due to this collaborative
process, we continually refine and upgrade the CyberKnife system, which ultimately improves our competitive position in the radiosurgery
market. Our upgrades are designed to improve the ease of use and accuracy of treatment, decrease the treatment times, and improve the
utilization for specific types of tumors. For example, in recent years, we introduced Synchrony, a motion tracking system that is designed to
track tumors that move with patient respiration and the Xsight Spine Tracking System, a new target tracking technology, which eliminates the
need for surgical implantation of small, inert metal markers, known as fiducials, in the treatment of spinal tumors. In the year ended June 30,
2008, we introduced a higher output linear accelerator, the Iris Variable Aperture Collimator, Monte Carlo Dose Calculation software,
Sequential Optimization treatment planning and a seated RoboCouch, enabling improved patient positioning capabilities. In the year ended
June 30, 2009, we introduced the InTempo Adaptive Imaging system, MultiPlan MD Suite, and MultiPlan Quick Review. In the year ended
June 30, 2010, we introduced the CyberKnife VSI System, which includes support for the delivery of conventional fractioned robotic image
guided intensity-modulated radiation therapy, or Robotic IMRT, AutoSegmentation for Prostate, MultiPlan QuickPlan and the Radiosurgery
DICOM Interface to the Varian ARIA System. In addition, the CyberKnife VSI system includes a 1000MU/minute linac, which reduces
treatment times making it feasible to deliver radiosurgery treatments in the same time as other machines deliver radiotherapy treatments.

Leverage our installed base to generate additional recurring revenue. We have designed the CyberKnife system so that generally
customers can upgrade their previously purchased systems as we introduce new features. We generate additional revenue by selling multiyear
service plans that provide eligibility to receive upgrades, when and if available. These contracts are typically signed prior to the CyberKnife
system installation and generate additional revenue throughout the life of the contract. In addition, we sell upgrades to our existing customers
who are not covered by service plans or who have exhausted the upgrades deliverable pursuant to their service plans. Finally, we offer the shared
ownership program, which enables customers to reduce the upfront investment required for the CyberKnife system in exchange for sharing a
significant portion of revenue with us that is derived from each procedure.

Expand sales in international markets. We intend to increase our sales and distribution capabilities outside of the United States to take
advantage of the large international opportunity for our products. We currently have regional offices in Paris, France, Hong Kong, China and
Tokyo, Japan and direct sales staff in most countries in Western Europe, Japan, India and Canada. Combined with distributors in Eastern
Europe, Russia, the Middle East, the Asia Pacific region and Latin America our sales and distribution channels cover more than 80 countries.
We intend to increase our international revenue by select additions of direct sales and marketing personnel in targeted areas to further penetrate
our most promising international markets.

Pursue acquisitions, strategic partnerships and joint ventures. We intend to actively pursue acquisitions, strategic partnerships and joint
ventures that we believe may allow us to complement our growth strategy, increase market share in our current markets and expand into adjacent
markets, broaden our technology and intellectual property and strengthen our relationships with our customers. As an example, we entered into a
Strategic Alliance Agreement, or Alliance Agreement with Siemens Aktiengesellschaft, or Siemens, pursuant to which (i) Accuray has granted
Siemens distribution rights to
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Accuray's CyberKnife system when sold along with Siemens systems in multiple product sales, (ii) Accuray and Siemens will create a research
and development relationship, and (iii) Siemens will incorporate certain Accuray technology into its linear accelerator products.

The CyberKnife System

Our principal product is the CyberKnife system, an intelligent robotic radiosurgery system that enables the treatment of tumors anywhere in
the body where radiation is indicated without the need for invasive surgery or rigid frames. The current United States list price for the
CyberKnife system ranges from approximately $3.6 million to $6.2 million, depending upon system configuration and options purchased by the
customer. The list price typically includes initial training, installation and a one-year warranty. We also offer optional hardware and software,
technical enhancements and upgrades to the CyberKnife system, as well as service contracts and training to assist customers in realizing the full
benefits of the CyberKnife system.

The CyberKnife system combines continuous image-guidance technology with a compact linear accelerator mounted on a
computer-controlled manipulator arm to precisely deliver high doses of radiation to the tumor from numerous directions during treatment. Our
patented image-guidance technology correlates low dose, real-time treatment X-rays with images previously taken with a CT scan of the tumor
and surrounding tissue to precisely direct each beam of radiation. This enables delivery of a highly conformal, non-isocentric dose of radiation to
the tumor, with minimal radiation delivered to surrounding healthy tissue. With its autonomous ability to track, detect and correct for even the
slightest tumor and patient movement throughout the entire treatment, the CyberKnife system gives clinicians an effective, uninterrupted and
accurate treatment alternative.

Key components and technologies of the CyberKnife system and the CyberKnife VSI system include the following:

CyberKnife VSI System. With the ability to offer a full range of treatment options, from radiosurgery to high precision radiation therapy,
the versatile CyberKnife VSI system provides the flexibility to optimize treatments for the unique needs of each patient. Using intelligent
capabilities to not only enable expert-level treatments with an intuitive planning process, but also to adapt treatment delivery to the distinct
characteristics of each patient with continual image guidance, the CyberKnife VSI system instills confidence that the plan created is the plan
delivered. A comprehensive set of tools to manage every aspect of patient treatment, ready integration into existing institution infrastructure and
a logical workflow make the use of the CyberKnife VSI system simple and convenient in daily clinical practice.

Treatment of inoperable or surgically complex tumors. The CyberKnife system can be used to target tumors that cannot be easily treated
with traditional surgical techniques because of their location, number, size, shape or proximity to vital tissues or organs, or because of the age or
health of the patient. The CyberKnife system's intelligent robotics are designed to enable the delivery of radiation doses that conform closely to
the shape of the tumor. This enables the precise targeting of a tumor, while at the same time minimizing damage to surrounding healthy tissue.
Radiosurgery treatments performed with the CyberKnife system can also be staged over two to five treatment sessions. Robotic IMRT
treatments performed with the CyberKnife system can be delivered in as many as 40 treatment sessions, or fractions.

Treatment of tumors throughout the body. 'The CyberKnife system has been cleared by the FDA to provide treatment planning and
image-guided radiosurgery for tumors anywhere in the body where radiation treatment is indicated. Unlike frame-based radiosurgery systems,
which are generally limited to treating brain tumors, the CyberKnife system is being used for the treatment of primary and




Edgar Filing: ACCURAY INC - Form 10-K

Table of Contents

metastatic tumors outside the brain, including tumors on or near the spine and in the lung, liver, prostate and pancreas.

Real-time tracking of tumor movement. We believe the CyberKnife system is the first device that is designed to enable the treatment of
tumors that change position due to respiration, tumor or patient movement during treatment. That ability is achieved with a level of accuracy
typically associated with radiosurgery procedures for brain tumors.

Significant patient benefits. Patients may be treated with the CyberKnife system on an outpatient basis without anesthesia and without
the risks and complications inherent in traditional surgery. The CyberKnife treatment procedure is well tolerated. Patients do not require
substantial pre-treatment preparation, and typically there is little to no recovery time or hospital stay associated with the CyberKnife procedure.
In addition, the CyberKnife system eliminates the need for an invasive rigid frame to be screwed into the patient's skull or affixed to other parts
of the body.

Facilitates additional revenue generation through increased patient volumes. We believe that clinical use of the CyberKnife system
allows our customers to effectively treat patients who otherwise would not have been treated with radiation or who may not have been good
candidates for surgery. Therefore, we believe the treatment of these patients generates additional revenue without affecting our customers'
traditional radiation therapy practices. In addition, because the CyberKnife treatment is a non-invasive, outpatient procedure requiring little or no
recovery time, hospitals can treat more patients than with traditional surgery. In traditional surgery, the time a patient must be at the facility for
the procedure and recovery time tends to be measured in days. With the CyberKnife system, the entire procedure is generally completed within
60 minutes, and the patient often leaves the facility very shortly after treatment. Even if the patient receives four to five treatments, the total time
the patient is at the hospital or treatment center is still shorter than with traditional surgery. Furthermore, the more time the patient must be at the
hospital, the more resources the hospital must dedicate to the patient. The reduction in overall time and resources required for the CyberKnife
procedure, when compared to traditional surgery, leads to an increase in the volume of procedures performed and potentially lower per
procedure costs for the hospital. This makes the CyberKnife system an attractive addition to our customers' cancer treatment practice.

Upgradeable modular design. The CyberKnife system has a modular design which facilitates the implementation of upgrades that
generally do not require our customers to purchase an entirely new system to gain the benefits of new features. We continue to work to develop
and offer new clinical capabilities enhancing ease of use, reducing treatment times, improving accuracy and improving patient access. Key
components and technologies of the CyberKnife system include the following:

Compact X-band linear accelerator (linac). The linac generates the radiation that is used to treat the tumor. We believe we are the only
commercial manufacturer of a compact X-band linac. This technology allows us to manufacture linacs that are smaller and weigh significantly
less than standard medical linacs used in traditional gantry-based radiation therapy systems while achieving similar performance. The
CyberKnife linac provides high energy X-ray beams of different diameters and intensities without the use of radioactive material. In fiscal 2010,
we introduced a linac capable of delivering 1000 monitor units per minute of energy output, representing the highest output linac we have
offered.

Robotic manipulator. The robotic manipulator arm, with six-degrees-of-freedom range of movement, is designed to move around the
patient to position the linac and direct the radiation with an extremely high level of precision and repeatability. The manipulator arm provides a
unique method of positioning the linac to deliver doses of radiation from nearly any direction and position, without the limitations inherent in
gantry-based systems, creating a non-isocentric composite dose pattern that can precisely conform to the shape of each treated tumor. This
flexibility enhances the ability to diversify
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beam trajectories and beam entrance and exit points, helping to minimize risks of radiation damage to healthy cells near the tumor. Furthermore,
the rapid response time of the manipulator arm allows tracking of tumors that move with respiration.

Real-time image-guidance system with continuous target tracking and feedback. Without the need for clinician intervention or
treatment interruption, the CyberKnife system's revolutionary real-time image-guided robotics enables continuous monitoring and correction for
patient and tumor movements throughout each treatment as it is being delivered. The CyberKnife system is able to precisely deliver the
prescribed radiation dose due to the virtually instantaneous and continuous feedback loop between X-ray-based target localization and automatic
correction of the radiation beam throughout the entire treatment. This target tracking and feedback technology uses two digital image detectors
to capture low energy X-ray images. The image guidance software carries out an automated comparison of the X-ray images with the patient's
CT scan to detect, track and correct for any movement of the tumor or patient before and during the treatment delivery. This allows the
CyberKnife system to dynamically target the tumor and adjust the position of the beam to follow the motion of the tumor throughout the
treatment, directing the beam to precisely match tumor movement.

X-ray sources. The low-energy X-ray sources generate the X-ray images that help to determine the location of bony or other anatomic
landmarks, or implanted fiducials, which are used for tracking throughout the entire treatment.

Image detectors. The image detectors capture high-resolution anatomical images throughout the treatment. These live images are
continually compared to the patient's CT scan to determine real-time patient positioning. Based on this information, the robotic manipulator
automatically corrects for any detected movement.

In addition to the key components listed above, we also offer the following components and features:

Synchrony Respiratory Tracking System. The CyberKnife system's proprietary motion tracking system, the Synchrony System, is used
to track tumors that move with respiration. Synchrony software and hardware correlate tumor movement due to respiration with the CyberKnife
system treatment beam allowing it to continuously track the tumor as it moves throughout the respiratory cycle. Through this process the
CyberKnife system delivers beams synchronized in real-time to tumor position while adapting to changes in breathing patterns, allowing for the
delivery of highly conformed radiation beams while reducing areas exposed to radiation. The Synchrony System provides an unprecedented
clinical accuracy of approximately 1.5 millimeters for tumors that move with respiration.

Xsight Spine Tracking System. The Xsight Spine Tracking System eliminates the need for surgical implantation of fiducials for the
delivery of radiosurgery treatments on or near the spine. The Xsight Spine Tracking System utilizes skeletal structures to automatically locate
and track tumors with sub-millimeter accuracy. We believe no other commercially available technology today offers this capability.

Xsight Lung Tracking System. The Xsight Lung Tracking System delivers radiosurgical accuracy to some lung tumors without the need
for implanted fiducials. The Xsight Lung Tracking System directly tracks the anatomy of the tumor. Integrated with the Synchrony Respiratory
Tracking System, treatment margins are significantly minimized by tracking the motion of the tumor as it moves during respiration.

RoboCouch Patient Positioning System. Fully integrated with the CyberKnife system, the RoboCouch intelligently positions the patient
to the planned treatment position with extreme accuracy, providing not only greater set up precision, but significantly streamlining the patient set
up process. The RoboCouch offers greater positioning flexibility, a lower patient loading height, and a higher patient weight capacity limit when
compared to our Standard Treatment Couch.

10
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Standard Treatment Couch. The Standard Treatment Couch is used to automatically align the patient for treatment.

Xchange Robotic Collimator Changer. The Xchange Robotic Collimator Changer automatically exchanges secondary fixed collimators,
without clinician involvement, and is required for use with the Iris Variable Aperture collimator. These collimators determine the radiation beam
size during the treatment.

Iris Variable Aperture Collimator. The Iris Variable Aperture Collimator enables delivery of beams in 12 unique sizes with a single
collimator. This significantly reduces treatment times as well as the total radiation dose delivered to the patient.

4D Treatment Optimization and Planning System. Our 4D Treatment Optimization and Planning System optimizes treatment by taking
into account the movement of the tumor as well as the movement and deformation, or change in shape, of the surrounding tissue, thereby
minimizing margins and radiation exposure to healthy tissue.

InTempo Adaptive Imaging System. The InTempo System is a time-based target tracking technology used to compensate for
intrafraction prostate motion during treatment delivery. With the InTempo System, our users can utilize adaptive imaging to automatically adjust
for large movements in patients during treatment by increasing the X-ray imaging frequency. The user also manages the image age of X-ray
images by specifying how long to wait between image acquisitions.

MultiPlan Treatment Planning System. The proprietary intuitive planning system is designed for CyberKnife radiosurgery and includes
the hardware necessary for treatment planning. The MultiPlan System generates a series of beams and calculates the dose that must be delivered
from each beam and provides these as a treatment plan. The treatment plan defines the pattern of radiation that meets the physician's dose
prescription. The MultiPlan system uses input images from multiple modalities, including computed tomography, or CT, magnetic resonance
imaging, or MRI, positron emission tomography, or PET, and 3D angiography. After the physician outlines a tumor and critical adjacent tissues
on the computer, a medical physicist (or dosimetrist) uses the MultiPlan system to plan the number, intensity, position and direction of radiation
beams. Using unique and patented software algorithms, the system calculates and displays the resultant treatment plan for evaluation,
optimization and approval by the physician.

MultiPlan MD Suite. The MultiPlan MD Suite solution allows remote users to perform pre-planning preparation and post-planning
review of treatment plans. MultiPlan MD Suite provides the ability to perform tasks such as contouring, fusion, setting of treatment plan
parameters, and review of treatment plans.

CyberKnife® Data Management System. The CyberKnife® Data Management System provides comprehensive storage and processing
of the patient data that is generated as the patient progresses through the CyberKnife planning and treatment workflow. Pre-planning data, such
as planning CT images, are imported and stored in the data management system. This information is then available for review by the clinician.
The results of a patient's treatment delivery, such as dose delivered from each beam, each path and each fraction, as well as details about the
images acquired and corrections applied are recorded and stored in the data management system.

MultiPlan Quick Review. The MultiPlan Quick Review feature allows multiple sessions of the MultiPlan Treatment Planning System to
be run simultaneously. One primary and up to three secondary sessions are available. The primary session has full treatment planning
functionality while the secondary sessions can perform all planning functions except for optimization. MultiPlan Quick Review improves
clinical workflow by allowing data from multiple patients, or multiple plans from the same patient, to be accessed simultaneously.
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Radiosurgery DICOM Interface. In a typical oncology department there are many individual systems that play a role in patient diagnosis
and treatment delivery. Each of these systems separately manages their own specialized piece of information about a patient. Often a centralized
information management system such as an Oncology Information Systems, or OIS, is used to minimize the need for the clinical user to access
each of these separate systems individually to gather information. Centralization of the patient's oncology treatment record into a single digital
record provides clinical benefits that can be realized immediately. Data management systems, such as the CyberKnife Data Management
System, utilize industry-standard interface protocols, such as DICOM, to export patient information to the OIS. With the Radiosurgery DICOM
Interface, the CyberKnife Robotic Radiosurgery System completes the OIS electronic medical record with a comprehensive export of the
radiosurgery treatment history. Note: The Radiosurgery DICOM Interface requires a compatible version of the OIS.

Monte Carlo dose calculation. Our Monte Carlo dose calculation software uses Monte Carlo simulation algorithms in treatment planning
and dose calculation. Our Monte Carlo dose calculation algorithm can perform the necessary treatment planning calculations in a significantly
shorter time frame as compared to conventional Monte Carlo dose calculation methods, thereby accelerating the treatment planning process.

Sequential Optimization treatment planning. Sequential optimization treatment planning enables CyberKnife system users to define and
prioritize treatment planning objectives for each treatment plan. These objectives can include treatment dose to the targeted tumor, dose
minimization in surrounding areas and total radiation delivery throughout the treatment. Sequential optimization enables these objectives to be
prioritized and tailored to the unique clinical characteristics of each patient.

Robotic IMRT. Robotic IMRT combines the proven technical effectiveness of IMRT delivery with the robotic intelligence of the
CyberKnife system superior conformality, steep dose gradient and fully automated treatment delivery with continual image guidance to deliver
high precision radiation therapy using a conventionally fractionated approach.

AutoSegmentation for Prostate. The AutoSegmentation option provides a method for the CyberKnife system to automatically generate
accurate contours of the male pelvic anatomy, including the prostate, rectum, bladder, seminal vesicles and femoral heads. AutoSegmentation
leverages a unique, model-based approach to automated contouring. Since these structures can now be defined quickly, accurately and with
minimal user input, clinical workflow is greatly improved.

QuickPlan. Our QuickPlan technology allows for a complete treatment plan to be generated automatically, and the results presented to
the user for review. The entire planning process, including the ability to automatically contour certain anatomical structures, automatically fuse
image series and automatically identify fiducials, as well as the scriptable nature of the Sequential Optimization algorithm are leveraged in the
QuickPlan option. Since the treatment planning process can now be largely automated, CyberKnife staff can now utilize their time and resources
in the clinic more effectively.

Report Administration Application. The ability to easily access the data stored in the CyberKnife Data Management System is essential
to the smooth management of the CyberKnife department. The Report Administration application makes the ability to review stored patient and
usage data simple and straightforward by providing the easy availability of a variety of departmental reports.

Sales and Marketing

We currently market the CyberKnife system through a direct sales force in the United States and a combination of direct sales personnel
and distributors in the rest of the world. Support of our
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international sales is handled through our European and Asian headquarters in Paris, France; Hong Kong, China and Tokyo, Japan.

In the United States we use a combination of regional sales directors, account specialists, product managers, training specialists and field
marketing managers. Regional sales directors and account specialists are responsible for selling the CyberKnife system, upgrades and services to
hospitals and stand-alone treatment facilities. Our product managers help market our current products and work with our engineering group to
identify and develop upgrades and enhancements for the CyberKnife system. Our training specialists train radiation oncologists, surgeons,
physicists and radiation therapists.

In addition to marketing to hospitals and stand-alone treatment facilities, we market to radiation oncologists, neurosurgeons, general
surgeons, oncology specialists and other referring physicians. We will continue to increase our focus on marketing and education efforts to
surgical specialists and oncologists responsible for treating tumors throughout the body. Our marketing activities also include efforts to inform
and educate cancer patients about the benefits of the CyberKnife system.

According to estimates published by the American Society for Therapeutic Radiation Oncology, or ASTRO, there are over 2,000 hospitals
and stand-alone treatment facilities in the United States providing radiation therapy services. Our current United States sales and marketing
focus is to target the hospitals and treatment facilities currently providing radiation therapy services, however, in the future we believe that the
CyberKnife system will also be marketed to hospitals that do not have radiation therapy facilities.

From time to time, we may provide our linac system for use in non-medical areas. These areas may include non-destructive testing, visual
inspection and other potential applications. We do not currently expect these non-medical uses to represent a significant portion of our revenue
in the near term.

Manufacturing and Assembly

We purchase major components of the CyberKnife system, including the robotic manipulator, treatment table or robotic couch, magnetron,
which creates the microwaves for use in the linac, imaging cameras and computers, from outside suppliers. We manufacture certain other
electronic and electrical subsystems, including the linac, at our Sunnyvale, California and Mountain View, California facilities. We then
assemble an