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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2012
OR

00 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to
Commission file number 000-27978

POLYCOM, INC.

(Exact name of registrant as specified in its chaer)

Delaware 94-3128324

(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)
6001 America Center Drive, San Jose, Californi. 95002
(Address of principal executive offices (Zip Code)

(408) 58(-6000

Registrant’s telephone number, including area code

Securities registered pursuant to Section 12(b) d¢fie Act:

Title of each class Name of each exchange on which registert
Common Stock, par value $0.0005 per share The NASDAQ Stock Market LLC
(NASDAQ Global Select Market)

Securities registered pursuant to Section 12(g) dfie Act:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405%co$#turities Act.  YedX] No O

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yes[d No
X1

Indicate by check mark whether the registranth@s filed all reports required to be filed by Seti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastia@s. Yes[x] No [

Indicate by check mark whether the registrant lnasmtted electronically and posted on its corpokdb site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of RegulationBduring the preceding 12 months (or for such grgrérioc
that the registrant was required to submit and posh files). Yes[Xl No [

Indicate by check mark if disclosure of delinquiilets pursuant to Item 405 of Regulation S-K i¢ contained herein, and will not be
contained, to the best of registrant’s knowledgedefinitive proxy or information statements incorated by reference in Part Il of this
Form 10-K or any amendment to this Form 10-KI

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, a-accelerated filer, or a smaller reporting
company. See definitions of “large accelerated filaccelerated filer,” and “smaller reporting cpany” in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated fileilx] Accelerated filer (I
Smaller reporting compan
Non-accelerated filerd O

(Do not check if a smaller reporting compa
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 in Exchahg®. Yes [ No
As of June 29, 2012, the last business day of tgadRan’s most recently completed second fiscal quarteratdgregate market value



the voting stock held by non-affiliates of the Regint, based on the closing sale price of sucteshan the NASDAQ Global Select
Market on June 29, 2012, was approximately $1,88R2®816. Shares of common stock held by each execafficer and director have been
excluded in that such persons may under certatnmistances be deemed to be affiliates. This detetion of executive officer or affiliate
status is not necessarily a conclusive determindtioother purposes.

177,011,635 shares of the Registrant’'s common steck outstanding as of February 1, 2013.
DOCUMENTS INCORPORATED BY REFERENCE.

Portions of the Registrant’s Proxy Statement fer2813 Annual Meeting of Stockholders are incorfsatdy reference into Part Ill of this
Annual Report on Form 10-K. Such Proxy Statemelitheifiled within 120 days of the fiscal year cosé by this Annual Report on Form 10-

K.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements under the sections entBlesiness,” “Management’s Discussion and Analyg$ifioancial Condition and
Results of Operations,” and “Risk Factors,” anewelsere in this Annual Report on Form 10-K, andhie documents incorporated by reference
in this Annual Report on Form 10-K, constitute fard-looking statements. In some cases, you catifigéorward-looking statements by
terms such as “may,” “believe,” “could,” “anticigagt “would,” “might,” “plan,” “expect,” “will,” “in tend,” “potential,” “objective,” “strategy,”
“goal,” “should,” “vision,” “designed,” and similagxpressions or the negative of these terms or gtiraparable terminology. The forward-
looking statements contained in this Annual ReparEorm 10-K involve known and unknown risks, utaisties and situations, including
those disclosed in “Risk Factors” in this AnnuapBg on Form 10-K, that may cause our actual resldvel of activity, performance or
achievements to be materially different from anyfe results, levels of activity or performance re@gsed or implied by these statements.

” o« ” ou

Although we believe that the expectations refledtetthe forward-looking statements are reasonaidecannot guarantee future results,
levels of activity, performance or achievementsu$bould not place undue reliance on these forhakling statements. We undertake no
obligation to revise or update any forward-lookstgtements for any reason.

PART |

ITEM 1. BUSINESS
GENERAL

We are a global leader in open, standards-baséiédisommunications and collaboration (UC&C) sabus for voice and video
collaboration. Our solutions are powered by they8wh® RealPresen& Platform, comprehensive softinfrestructure and rich application
programming interfaces (“APIs”) that interoperatétma broad set of communication, business, mohite, cloud applications and devices to
deliver secure face-to-face video collaboratiorosswdifferent environments. With Polycém RealPresérvideo and voice solutions, from
infrastructure to endpoints for all environmentsgple all over the world can collaborate face-twefwithout being in the same physical
location. Individuals and teams can connect, conicati®, and collaborate through a high-definitioH") visual and audio experience from
their desktops, meeting rooms, classrooms, homeesffmobile devices, web browsers, and speciaip&dions such as video carts for
healthcare applications. By removing the barriéistance and time, connecting experts to whesg #re needed most, and creating greater
trust and understanding through visual collaborgtifolycom enables teams to make better decisamterfand to increase their productivity
while saving time and money and being environméntakponsible.

Our vision is to make video collaboration ubiquiotio achieve this vision, our strategy is to makieo collaboration simple to use and
available to everyone through open, standards-tesfédare delivered through private and public dethat connect people securely across
any network, protocol, application, or device thegnt to use. Historically, our focus has been psestbased solutions for the enterprise and
public sector, targeted at vertical markets inalgdinance, manufacturing, government, educatiahlealthcare, and we believe this contir
to be a growth opportunity for us as more and nooganizations are recognizing the missavitical business benefits of video collaboratibr
addition, in response to emerging market trendstlamahetwork effect driven by businesskiesiness adoption of UC&C solutions, we conti
to expand our focus to newly emerging markets sscimobile video collaboration, browser-based bssite-business (“B2B”) and business-
to-consumer (“B2C") connectivity, and enabling delbased delivery for enterprise customers, smallraadium businesses (“SMBs”), and
service and solutions providers offering video @iodiration-as-a-service.

We sell our solutions globally through a high-tosetles model that leverages our broad network arfichl partners, including
distributors, value-added resellers, system integsaleading communications services providerd,ratailers. We manufacture our products
through an outsourced model optimized for qualigiability and fulfillment agility.
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We believe important drivers for the adoption ofyfom’s UC&C solutions include:
» growth of video as a preferred method of commuidoagverywhere,

* increasing presence of video on the desktop,

» growth of video-capable mobile devices (includiagléts and smartphones),

» expansion of business applications with integrated-based video collaboration,

» virtualization and the move to private, public, drydbrid clouds,

e adoption of UC&C by SMBs,

» growth of the number of teleworkers globally,

» emergence of Bring Your Own Device (“BYOD”) progranm businesses of all sizes, across all regions,

» demand for UC&C solutions for B2B and B2C commutia@as and the move of consumer applications (“Bitoyir Own Apps”)
into the business space, ¢

e continued commitment by organizations and individua reduce their carbon footprint and expenseshmpsing video collaboratic
over travel,

We believe we are uniquely positioned as the UC&Gsgstem partner of choice through our strategithpeships, support of open
standards, innovative technology, and customerricegb-to-market capabilities.

Available Informatior

We were incorporated in December 1990 in Delaw@re.headquarters are located at 6001 America CBmtee, San Jose, California,
95002. Our telephone number at this location i8Y486-6000 and our web address is www.polycom.g@ur.annual reports on Form 10-K,
quarterly reports on Form 10-Q, current report&om 8-K, and amendments to such reports are éaifeee of charge on our website under
“Company > Investor Relations > SEC Filings,” asrsas reasonably practicable after such materfdéielectronically with, or furnished to,
the United States Securities and Exchange CommissidcSEC. Information on the website does not tituts a part of this Annual Report on
Form 10-K. The SEC also maintains a websitev{v.sec.goy that contains reports, proxy, and informationiesteents and other information
regarding Polycom and our business that we fileteaically with the SEC. The public may also read copy any materials we file with the
SEC at the SEC’s Public Reference Room at 100deStNE, Washington DC, 20549. The public may obitsfiormation on the operation of
the Public Reference Room by calling the SEC a®@-8EC-0330.

Polycom and the Polycom logo are registered tradesrat Polycom, Inc. This Annual Report on FormKL.@lso includes other trade
names, trademarks, and service marks of ours aathef companies.

PRODUCTS AND SERVICES

Our video, voice and content-management and costaaring solutions range from immersive telepresamckconference room systel
to home/work office solutions, to applications foobile devices, to browser-based video collabonatio cloud-delivered services, to industry-
specific solutions, such as specialized healtheigieo carts, and includes the infrastructure ptatfthat powers these solutions and the ser
to support them.

Our products and solutions are categorized asvistlo

e UC Platform,which includes universal collaboration serverstudtlization management (distributed media optiniizgf resource
management, recording and streaming, opensA@id remote access technologies that constitetBealPresence Platform. Inclus
of the related services components, UC Platforremaes comprised 18% of our total revenues in 2082811
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UC Group Systemgswhich includes immersive telepresence, groupoigied group voice systems. Inclusive of the relagsdtices
components, UC Group Systems revenues comprise®®%r total revenues in 2012 and 20

UC Personal Deviceswhich includes desktop video devices and desktige products. Inclusive of the related services
components, UC Personal Devices revenues compt#dof our total revenues in 2012 and 2(

UC Platform

The RealPresence Platform is our comprehensivevaidtinfrastructure offering for universal videdlaboration, powering Polycom’s
HD video solutions. Using the RealPresence Platfemganizations bring people face-to-face from amgre and create seamless UC
environments and collaboration experiences thatrparate HD video and voice collaboration, instaesssaging, calendaring, e-mailing, and
content sharing. In addition, the open standardged&ealPresence Platform helps ensure the intatuliky of hundreds of business
applications and helps protect customer investnmténbsigh compatibility with existing and future sys1s. The Polycom components that rr
up the RealPresence Platform include:

Polycom® RealPresenc@ Collaboration Server (RMX or Collatiora Server 800s, Virtual Edition)The RealPresence
Collaboration Server provides universal video dmdia@tion, or bridging. Universal video collaboratienables multipoint video,
voice, and content collaboration regardless of ndtwprotocol, or device. The RealPresence Colkatimm Servers can be sized to fit
the needs of small, medium, or large organizatisnpporting the collaboration needs of all custay

Polycom® RealPresenc@ Resource Manag&he RealPresence Resource Manager system cemiralisions, monitors, and
manages the entire video collaboration networkot@igh dynamic provisioning, the RealPresence Resddanager system
automatically configures and maintains thousandsd#o clients at pre-determined software baselifibis eliminates having a
variety of software releases in the field, fiximdeuser configuration mismatches, being uncertaoutithe quality of video being
provided, and other typical management issuest-Buikeports, application dashboards, and drill-ddabs ensure that users can
instantly access troubleshooting and operationafiosethat are readily availabl

Polycom® RealPresenc@ Virtualization Manager (DMAfe RealPresence Virtualization Manager systenmistaork-based
virtualization application for managing and distriing calls across collaboration networks. Withsitggle point of failure, the
RealPresence Virtualization Manager provides réitgland super-cluster configurations for missiofitical communications. It also
provides a single unified dialing plan for videalaroice applications across multiple vendors. \4lization management brings
massive scale, redundancy, and resiliency to ttheovnetwork. Supporting up to 25,000 concurrens@aid 75,000 devices, the
RealPresence Virtualization Manager system provédi¥sinced routing algorithms to maximize resoutdzation and dynamically
distribute calls based on priority, bandwidth, atabs of service

Polycom® RealPresenc@ Access Directdr. The RealPresence Access Director solution malassier for users, inside or outsic
company’s firewall, to video conference safely vathyone in the organization, whether they aresaaire environment at the office
or an unsecure environment at home or in a hotielging highly scalable conferencing to applicai@uch as B2B, B2C, and intra-
company collaboration, whether using H.323 or sessiitiated protocol“SIF") devices.

Polycom Video Content Management SolutiPolycom video content management solutions proségeire video capture,
management, administration, and delivery. Solutionkide the Polycori RealPreseffce Media ManageRthycon® RSIM
4000 recording and streaming server, the PolyeonalMResencé& Capture Station, and the Polyeom Realifte® Broadcast
Producer
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UC Group Systems

Our UC group systems offer customers a unified;terend communication capability that enables gaplgically dispersed individuals
to communicate as naturally as if they were inghime room. Through our UC solutions, people camectrand collaborate with one another
whether they are in a board room, meeting roonsseteom, at their desk, while mobile, or through seeked social business applications.

The Polycon? RealPresenge Experience (RPX™) roorm@maent, Polycon? Hal®" , Polycofn Open Telepresdénqeerience®
(OTX @) suite, Polycon? Architected Telepresence Eigmee™ (ATX) solution, Polycori RealPresefice GrBepies, and Polycofm
HDX ®personal and room-based video solutions coraf@iportfolio of high-performance, cost-effectisad easy-to-use room and immersive
telepresence and video conferencing systems. Cassamave multiple options to incorporate HD datarisiy and collaboration into a video
conference. The Polycofn People+Content™ familyavigherals allows users of Polycom Group SeriesXHRealPresence Desktop, and
RealPresence Mobile products to more easily inaatpaontent, documents, and audiovisual effettstiveir video conferencing sessions.
user experience for any Polycom customer is enltawben users choose to deploy intelligent accessaricluding the Polycofm EagleEye
Director, which changes the face of group video mamications by enabling close-up views of everyakpee in a video conference, regardless
of their location or the number of people in themg with automated and directed camera pan, tiltzoom; the Polycorfi UC Boafd and
ActiveTouch which seamlessly integrates white bivayéhto any video collaboration meeting; and Poly® Touch Control, which eliminates
the need for a remote control with a graphical kounterface that simplifies content capture andisiga

We offer a range of UC group devices specificafiyimized for the Microsoft Lync environment. Thelfgmm ® CX3000 IP conference
phone is optimized for Microsoft Lync and featuessbedded Microsoft Lync software, delivering a fitlaniuser interface and functionality
conference call participants. The Polyc®dm CX500#fieshconference station adds a 360-degree grodgovcollaboration experience to
Microsoft Lync environments. The Polycdim CX7000figu collaboration system is a group voice, vidand content collaboration system
optimized specifically for Microsoft Lync. We novifer 39 solutions that natively integrate with Misoft Lync, so Microsoft users can click a
name on a Lync contact list and instantly begimabarating face-to-face via Polycom RealPresendeosiThe RealPresence Platform enables
customers with Microsoft Lync clients, Polycom-d#t Lync products, and/or Polycom endpoints iaahnect together in multi-point calls.

Complementing our video offerings, we provide coafiee phones that either integrate with our vidgot®ns or that can be used
independently to conduct high-quality, effectivéceoconference calls. Our conference phone offeringlude Polycon® VoiceStatich
conference phones for smaller rooms, Polyéom Saatido8® conference phones for midsize rooms, angd®ai® SoundStatioft P
conference phones for conference room solutiomgugoice-over IP (“VolP”) telephony networks. Pobyn® SoundStatiofi Duo is an
analog/IP hybrid conference phone for mid-size ewrice rooms for companies of all sizes that wiewreis ideal for organizations planning
the transition to IP and looking to invest todawifuture-ready solution.

UC Personal Devices

Our UC personal devices extend clear, HD voiceg@jénd content to desktops, home offices, molsi#esy and branch sites—virtually
anywhere.

Organizations use our personal video solutionsiim@anding range of use cases. The Polycom HDX 46fles delivers a premier
personal video collaboration experience, with HBed, voice, and content-sharing housed in a congratstylish design. The RealPresence
Desktop solution brings simple, effective, standardsed desktop conferencing to any PC and canrobased as individual licenses. In
addition, as part of our UC platform product littee Polycom RealPresence Desktop client is a stdsdmsed desktop video conferencing
solution, supporting both PCs and MACs, that isredly deployed via the Polycom RealPresence ResoMianager.
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The Polycon® VVX® business media phones combine ambdatelephony, one-touch video, and integratediessiapplications into a
life-like experience for the desktop. This portfotif devices includes the VVX1500 executive phahe,VVX600 premium phone for
managers and administration staff, and the VVX5&@gsmance phone for knowledge professionals. ThiE3elevices are equipped with all
the capabilities of a full-featured Polycdm SounidlP®IP conference phone, including multiple linBslycom®HD Voice™ technology, ar
a host of rich telephony functions. The VVX busimesedia phones also feature Microsoft Outlook aaki@ar integration, web-based
provisioning, USB expansion ports and an open agfiin development environment to allow third-patéwelopment of interoperable
applications.

The Polycom SoundPoint series of standards-baged&iktop devices provides superior audio quatityrech features to address the
desktop communications requirements of busine3$escomplete SoundPoint product line is based comamon software architecture to
ensure compatibility for all devices with our VadBlution partners. The VolP ecosystem includesrathagement suppliers for on-premises
call servers and soft-switches for network-basdidseaver platforms. Through our VolIP InteroperapiPartner (“VIP") program, we have
established relationships with approximately 4htedogy partners for VolP call managers to collaib®in the development, marketing, and
distribution of Polycom’s VolP products.

In partnership with Microsoft, we jointly developadamily of devices optimized for use with Micrdisbync. These natively integrated
UC devices deliver rich presence, HD voice, andglnd-play functionality, and in conjunction withetLync solution, provide an attractive
value proposition for private branch exchange (“PBéplacement. Further, a wide range of USB andéd#ices deliver a Microsoft UC
experience and are easy to deploy, use, and ma@agstandards-based SIP voice solutions are alsamteroperable with Microsoft Lync,
we believe providing greater choice and flexibilitycustomers as they update or transition thdimtanagement solutions.

Mobile UC Solutions

We also provide enterprise-grade video collabonagiod content sharing on a wide variety of mobéeices. RealPresence Mobile, a
free-to-download software solution, extends our Wd®o collaboration technology, built on the Real@nce Platform, beyond the office and
conference room to more than 15 Apple OS X and giddpowered smartphones and tablets. In 2012, Bolyimproved video collaboration
with additional features on mobile devices such@gent sharing, far-end camera control, and Palye&martPairing™ technology, which
lets users control video meetings with their tabbetd transfer a live video call from tablet to digeen with the swipe of a finger. We believe
our support for the BYOD trend is driving a netwefkect for users and businesses by enabling mdbikces to connect with each other as
well as with other standards-based video systemspplications. Throughout 2013, we expect our Uibility solutions to be deployed on an
even broader range of networks and devices todugkpand the options for anywhere/anytime viddlaleoration.

Cloud-Based UC Solution®we are focused on enabling our partners to offaudbased UC solutions through a range of hostirng a
delivery options that give customers the ultimatéexibility and choice in video delivery.

1. Private Clouds, Or-premises.Organizations with their own IT staff and large garting resources may opt to purchase the
RealPresence Platform and deploy it in their daters in a “private cloud” model. Private cloude afeal for making mission-
critical applications always available to a wideli@mce, while more efficiently managing the resesrnecessary to deliver them.
These private cloud customers have complete coatrtimanagement over the provisioning and deligérdeo collaboration
across all their environmen
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2. Private Clouds, Off-premises.Organizations without their own IT staff or datategs can turn to partners and service providers tc
deliver video collaboration-assservice. Our strategy is to enable partners andcgeproviders to meet the needs of these custc
with a managed service offering that includes dméid RealPresence infrastructure, as well as galiieople to manage the
service for that customer when required. Even largerprise customers may tap service provideosids when their video
collaboration needs exceed their capar

3. Public Clouds, Off-premises. Our strategy for public clouds is to partner wjtialified service providers and channel partners t
deliver video collaboration-as-a-service offering&nterprises and SMBs. Public clouds are constduaf shared, partitioned
resources and offer services to multiple entitgagithe same infrastructure. They may be ownedaged, and operated by a third
party such as a partner, service provider, oritligior. In this case, the RealPresence Platforatways deployed within a partner’s
network and delivered as a service. The RealPredelatform provides the carrier-grade video infiasture required for cloud-
delivered services that can scale to a multitudeusfnesses with security, reliability, and managiga. The RealPresence Platfol
also keeps operating costs low for service progithgrinteroperating with existing systems via nafivtegrations and open
standards, leveraging voice and video call managepiatforms, and creating opportunities for hyldni@ environments. With new
features such as multi-tenancy support and a tiith ef open APIs that enable service providemgeito market faster with custom
and plug-in applications, we believe we are furtiiring down the cost and complexity of buildingdamanaging a public or
private video cloud. Polycom APIs and software digmment kits help service providers speed the dgliwf new services by
simplifying the task of integrating the RealPreseRtatform with their operations and billing suppeystems, as well as third-party
management systems for scheduling, billing, andgatideo collaboration provisioning; resourceagng in-conference control;
and system management. Subscribers gain the teagfitirchasing video collaboration on an as-ne&dsds and avoid upfront
capital expenditures. We believe video collaboratielivered from a public cloud is a very attraetoption for small to medium
sized companies who either do not have the upfrodgets to invest or the IT resources to maintaninfrastructure

Browse-based Collaboration

Polycom® RealPresen€e CloudAXIS Suite is a solufiesigned to enable businesses to collaborate withr businesses—or
individuals—easily and securely, independent ofliappion, system, or device. The CloudAXIS Suitéezxis secure Polycom video
collaboration to anyone with a browser and camartheir smartphone, tablet, or PC. As a softwateresion for the RealPresence Platform,
the CloudAXIS Suite gathers all your contacts frapplications like Skype, Facebook, and Google Trglix one easy-t@ccess global presen
directory. By simply dragging and dropping your tams, you can have secure enterprise-grade vidésremces, including content
collaboration, with anyone who has a browser angtlacam, inside or outside the firewall. The Cloud8XSuite is planned for general
availability in the second quarter of 2013 as aemsion to the RealPresence Platform.

Standards and Interoperability §1P’)

We develop open standards-based products thattereperable in multi-vendor environments. Stansidralsed means built upon
publicly available and broadly accepted industandards, and open means mpyoprietary software designed for equal accessitily partner
and third-party developers, including our competit®Ve promote the development and deployment ef gpandards because we believe this
is the most effective way to establish broad irgerability in a complex multi-vendor ecosystem pified communications. This approach not
only drives a “network effect” of connectivity, balso provides our customers with the flexibilitydhoose best-of-breed solutions with the
assurance that the solutions will work together.
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We actively participate in several standards deuaknt organizations (including the IEEE, IETF, éimel ITU-T) in order to develop ne
open standards for the industry (such as standiard4D video, content sharing, and HD audio). Wepdhave joined with both partners and
competitors in many industry forums and consortitinas focus on interoperability, including the Imtational Multimedia Teleconferencing
Consortium, Open Visual Communications ConsortidnOVCC ™ ), SIP Forum, Unified Communications Intergdality Forum (“UCIF"),
and the WiFi Alliance. We are founding members or board mensbé several of these organizations and are astileading the developme
of standards and protocols intended to drive imterability for the greater good of the industry and customers.

As a part of this work, our UC innovation developeam has developed or is developing underlyiagdards-based technologies to
power our portfolio of UC solutions, including:

Session Initiation Protocol

We have played an active role in standards bodidgtee SIP Forum to develop and implement SIP aavas UC solutions. We believe
our implementation of SIP is robust, secure, aatlui®-rich. Enhancing our SIP solutions in 2012 added many new Sl€apable UC device
across our voice and video offerings that extetal imobile, home/work office and conference roomiemments, including a highly scalable,
cost-effective firewall traversal solution that bles B2B and B2C traffic for both SIP and H.323teaogies.

Scalable Video Coding

Scalable Video Coding (“SVC") is a standard desihjtwedeliver a high-quality, low-latency video @dbration experience at any
bandwidth and over networks prone to packet loslscamgestion. SVC is an extension to H.264 Advantddo Coding (AVC), an efficient
and high-performance standard that is used by ofdetlay’s video conferencing devices. In 2012 ,extended our RealPresence video
solutions with the additional functionality of opestandards-based SVC. Our SVC solution delivéosvaard/backward-compatible
(SVC/AVC) solution, providing investment protectjaasy customer-paced transition to SVC, and soipeconomics for our customers. In
2012, we delivered SVC solutions across the Res#ffiee Platform, including the RMX solution, the neealPresence Collaboration Server
800s, Virtual Edition, and the RealPresence AcBesector. We also delivered industry-unique AVC/S¥@utions across mobile, home/work
office, and conference room environments with Rez®nce Mobile 2.0, RealPresence Desktop 2.0, len@itoup Series 300 and 500 system:
— all of which can simultaneously support interojdity with standard-based AVC systems and a grgwinmber of SVC solutions. We also
delivered an open, standards-based SVC codec b @94 made it available to the industry on a rgyfke basis.

Microsoft, another founding member of the UCIF gside us, is an early adopter of this new operdstais-based SVC technology. We
believe the licensing of H.264 SVC provides a faatrah that will allow the industry to deliver thgoe of seamless interoperability for which
our joint customers are asking.

Security

We believe that security is of the utmost imporeaand we are committed to bringing a secure mefreabtime collaborative
communications both inside and outside enterpiisevélls to customers worldwide. Security has beedncreasingly important with the
emergence of BYOD programs, the need to securtdgiiate a variety of mobile video devices intoéhéerprise, and the growing imperative
to extend video collaboration to B2B and B2C relaships. Implementing secure communication tectgietoand validating standards and
interoperability is in many cases a mandatory neguént for government customers. Continuing tovéelon this objective in 2012, we
launched the RealPresence Access Director, a sBawell traversal solution for voice, video, amgb content between locations and
organizations that is highly scalable and afforddbl H.323, SIP, and HTTP.
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High Profile Videc

Standards-based high profile video enables a diamsatuction in the network resources necessadgliver video collaboration across
organizations. It allows lower-cost, standards-tlagsual communication with lower bandwidth, thimsiting or avoiding costly network
upgrades—all while remaining standards-based. Vilgoyments can be extended to more sites, matestfectively, and with greater
quality — including the growing demand for homedzhws/orkers or satellite offices which often openatih limited bandwidth. With the H.264
High Profile implementation for real-time video,stomers can immediately begin saving up to 50 pe¢m@e bandwidth costs on operational
expenses alone with additional potential capitalesse savings from the avoidance of network exparfsr video that otherwise would be
required.

The shift to high profile video delivers gains iarfprmance across the full bandwidth spectrum. Assalt, HD systems benefit the most
from high profile, which we believe enables accatied adoption of HD communication across orgaronati Branch offices, remote sites, rural
locations, and developing regions can now enjoybtireefits of HD quality — even when these siteshinlie sharing a smaller T1 line for both
data and multi-media.

Services

We offer a comprehensive line of professional, supgnd managed services to customers on a glelsé.brhese services are offered
through our worldwide channel partner network. 8&w revenues comprised 25% of our total revenu@812 as compared to 19% in 2011.

For the ongoing support of end-user customers,nagigee maintenance services that include teleplsoport, software upgrades and
updates, parts exchange, on-site assistance, @ dccess to support engineers for tisaé troubleshooting. These support services cesa
the majority of our services revenue and are driweboth attach rates of maintenance agreememswrproduct sales, as well as the renewa
of existing maintenance agreements. Enhanced Sugpgmices are also available that provide fagtgponse times in over 20 cities worldwide
for more mission-critical RealPresence Platformlagpents. Solution-focused support is availabledigh AdvancedAccess support and our
proactive Elite Services. We also offer installatamd implementation services and a broad rangmiofng to ensure effective usage and
operation of products with training facilities wdwide.

We believe that service and support are criticahponents of customer satisfaction and create foptatfor expanded and long-term
customer relationships. Over the past year, wesiegein new spare parts depots and now have wasebouorldwide to provide better service
to customers across the globe. We have also inv@stn extensive customer relationship managesyatém and knowledge base to expand
online support and infrastructure. We also haverdime support portal for customers that includesadbility to open, track, and update service
requests online 24x7, request and track Returnfidhuthorizations, query bulk contract entitlerbstatus, and view contract and warranty
status. The portal also offers a proactive suppatification to which customers and partners mebysstibe. Support services are flexible and
available for every Polycom solution deployed inldgacy, or mixed-network environments.

We offer a variety of professional services soluiincluding assessments, implementation serueggjork consulting services, usage
and adoption services, analytics services, optitisizeservices, development consulting servicesM®ls, and advanced project management
services. In response to customer needs for imgrogenmunication while reducing costs, we launchadied Communications Professional
Services to help customers plan, design, deployirgegdrate our solutions into a Microsoft or IBMvinonment.

The Polycom University continues to build profiaigrin collaboration technology for partner and ousér users with communications
and network experts who deliver a broad range afimms and courses. Content is delivered in arclasssetting with a remote instructor or
through self-paced programs and can be customizettet the unique needs of the customer or partner.
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We have integrated the partner services certificatito our global CHOICE program as RealPresereei& Specialization.
RealPresence Service Specialization is an enharggétication program which certifies our serviaeasupport channel partners by verifying
their performance in providing customers with 24xipport, fast response times, call center systemhsapport, and training in our solutions
and IP networking. We and our RealPresence Se8peeialized partners jointly offer maintenance diagnostic services and support. Ser
Specialization is an annual certification progrduat recognizes a channel partner’'s expertise,@epéapabilities, and ongoing focus on
customer satisfaction as measured through sereidermance metrics. We have also formalized glskalice specialization programs to
support our partners who want to participate initiegration of our solutions into Microsoft and\MBenvironments and also to formalize the
certification of partners who would like to implentd>olycom RealPresence solutions.

In addition, our Video Network Operations CentéfNOC”) service provides customers with operatiorenagement for their Polycom
RPX and Polycom OTX telepresence suites. VNOC sesvare available in two models—hosted and manatrested VNOC service offers
access to unlimited HD multipoint conferencingngsour resources. Managed VNOC service providestgsnmanaged services for a
customer’s dedicated, on-site immersive telepresemdtipoint conferencing resources by our tecHrsoaport experts. Our telepresence
VNOC certifications include an advanced designatarproviding a higher level of support to custame

SALES AND DISTRIBUTION

We market and sell our products through a globalokk of strategic, service provider, and chanratners, including Anixter, AT&T,
BT, Digital China Holdings Limited, Dimension Datkoldings plc, Imago Group plc, Nanjing Southerneébeim Co., NETXUSA, ScanSource
Communications, Westcon, and many others. We albavigh several strategic partners including IBRbaMicrosoft. Many of these partners
sell a variety of communication products and/owiees and, when combined with our products, offeomplete product portfolio.

We have a high-touch and customer-centric salagegly that is focused on building and maintainiloge working relationships with
enterprise and public sector customers directlytarmligh partners. We believe this high-touch apphao sales and marketing is best suited
for our UC Platform, UC Group Systems, and certiihPersonal Devices. Even with this high-touchsalgproach, our product orders are
almost always fulfilled through a channel or stgatgopartner. With collaborative communications baaay a priority network application and
with the scale of our business increasing, we ohtercontinue to invest in our sales force andaannel partners to more fully capture the
opportunity for customer adoption.

Our channel partners are required to be trainectartfied for many products, which we believe gl higher level of end-user
customer satisfaction. Channel partners that gpootuct maintain a limited amount of inventory aftat,some channel partners and our UC
platform products, we ship directly to their easer customers. Working with existing and new clehpartners, we plan to continue to focu:
the enterprise, government, education, healtheae manufacturing vertical markets. To complementsales efforts, we advertise in online
media and trade and general business print medipanicipate in a wide array of trade shows, dl@vants, and public relations activities. In
addition, since the value of our solution is besidized through demonstration, we will continuénteest in executive briefing centers,
demonstration centers, and the deployment of etiatuaystems to end-user customers.

We focus our sales efforts in regions of the wawltere customers are investing significantly in @odirative communications solutions.
Based on the global nature of this customer den@mndsales and service staff and our channel foutexkist in all major global regions. We
conduct and manage our business in four geograipeadres: (1) North America, which consists ofthéted States and Canada; (2) Central
America and Latin America (“CALA"); (3) Europe, Mille East and Africa (‘EMEA”) and (4) Asia PacifitAPAC"). For reporting purposes,
we combine North America and CALA into one segmerhed Americas
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and report EMEA and APAC as separate segmentdN8ieel5 of Notes to Consolidated Financial Stateémfar a summary of the financial
information of our segments. We have product distion centers in each theater to best serve alagtustomer base.

We have also created Polycom Capital, which offeraprehensive and flexible customer financing oygtidesigned to help free
customers from the limitations of quarterly capéapense budgets. We leverage global capabilifigsird party financing partners to provide
customer financing solutions. In addition, throwgharrangement with its third party financing parsy we offer our channel partners access t
working capital aimed at lessening the burden eéitiory carrying costs during customer implemeateti

A substantial majority of our revenue is from vahdded resellers, distributors, and service praside 2012, 2011 and 2010, one
channel partner, ScanSource Communications, acegdiot more than 10% of our total net revenues.baleve it is unlikely that the loss of
any of our channel partners would have a long-texaterial adverse effect on our consolidated netrrags or segment net revenues as we
believe end-users would likely purchase our proslfram a different channel partner. However, a wfssny one of these channel partners
could have a material adverse impact during thesttian period.

We typically ship products within a short time aftee receive an order and, therefore, backlog is'roessarily a good indicator of fut
revenues. We include in backlog open product orfterashich we expect to ship or services for whigd expect to bill and record revenue in
the following quarter. Once billed, any unearnedvise revenue is included in deferred revenue. dthtbecember 31, 2012 and 2011, our
order backlog was $66.0 million.

ACQUISITIONS

We have completed a number of acquisitions duringoperating history. During 2011, we complete@éhacquisitions. On March 21,
2011, we acquired Accordent Technologies, Inc. €@rdent”), a privately held video content managetaea delivery solutions company. On
July 27, 2011, we acquired the assets of the Hewkatkard Visual Collaboration (“HPVC”) business;luding the Halo products and
managed services business. On October 14, 201acquered ViVu, Inc. (“ViVu), a privatelyheld video collaboration software company.
total net cash paid in 2011 for these acquisitisas $163.6 million. We have included the finanegsults of Accordent, HPVC and ViVu in
our Consolidated Financial Statements from theeethe dates of acquisition.

We believe that making strategic acquisitions g®ad use of capital that can add value to our mwistwith our strategic partners and for
our enduser customers. We have spent and will contingpémd significant resources identifying and acggibusinesses. We believe that
efficient and effective integration of our acquifdeasinesses into our organization is critical to gnowth.

COMPETITION

We compete in the UC&C market with products anditsmhs that enable voice and video collaboratiorpmmises, across intranets,
extranets, mobile devices, and the Internet viacastomer premises-based RealPresence Platformbasshl social-collaboration business
platforms, and video collaboration-as-a-servicerfigs delivered from the cloud. We compete withtiple competitors in each product line
on a global basis. These competitors include linat limited to Cisco Systems, Inc., Logitech intgional S.A., RADVISION Ltd., Avaya
Inc., Vidyo, Inc., Blue Jeans Networks, Inc., HuaWwechnologies Co., Ltd., Aastra Technologies LeditMotorola, Inc., and others. In some
cases, we also cooperate and partner with thespasues in programs such as the Polycom Open Co#tibn Network as well as various
industry initiatives. These initiatives include tH€IF, and the OVCC, of which we were a foundingmber and which currently has over 30
global telecommunications service providers imiegmbership.
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Our competitive landscape has evolved througholi2 20hd has been shaped by a number of significaces including the global
macroeconomic environment, customers reevaluatieig overall UC information technology (IT) strateg, and the market’s continued move
to software-based solutions. We believe our cortipetiandscape will continue to rapidly changehia future as we continue to expand into
new markets for video collaboration such as molsibejal, browser-based, and cloud-delivered videbas competitors consolidate, increase
their corporate partnerships, evolve their straggievelop new technologies, expand globally,cwashge their pricing strategies.

While all of our competitors compete, or have theeptial to compete, on a global basis, some catopgethoose to focus on specific
geographies. For example, Cisco Systems is ourgpyiglobal competitor and is active in all geogiiagheaters and categories. In the Asia
Pacific region, we additionally compete with Chinased competitors such as Huawei and ZTE Corpora®well as Sony Corporation,
Zylotech Ltd., ClearOne Communications, Inc., Gsetrehm Communications, Inc., and other smaller aditgps.

Our competitors consist of both larger companieshss Cisco Systems, with a proven ability to etescas evident by their substantial
financial resources, as well as more sizable prioglucmarketing, engineering and other capabilitieh which to develop, manufacture,
market, and sell their solutions, and smaller niotpetitors. Our strategy of building best-in-sl&fC voice and video solutions faces
challenges from competitors, who create completkterend UC solutions, partner with other industigyers, develop a unique technology or
compete in a specific geography. Examples of teasgegies include Cisco Systems’ CUCM/Jabber/W gitetkorm, Blue Jeans Network’s
embedded video solution into Salesforce.com, amly&$ entrance into H.264 SVC technology and saféalzased solutions.

Recently, our competitors have increasingly focusedeveloping software. Software platforms for 0@l Control, including Microsoft
Lync and Cisco CUCM, and solutions built on virtsaftware instances, including Vidyo’s VidyoConfecag solution, LifeSize’s UVC
Platform, and Blue Jeans Network’s cloud architegttepresent a software based delivery alternédivthe industry. Additionally, these
developments represent a new challenge as custexamine specific segments of their UC solutiorchsas video conferencing, as a part of
their overall IT strategy.

In professional services, we do not currently eigrexe significant competition from third-party m@@nance and support companies.
Third-party maintenance companies may become atthrehe future, as the industry grows and as @itgps look to expand service revenue
streams and consolidate service solutions to tustomers. Today, some of our partners offer ount@aance and support services, while
others sell their own. To the extent that chanmaglrers sell their own services, these partnergpetenwith us; however, they typically
purchase maintenance contracts from us to supgpesetservices. As we expand our professional ssraffering, we may compete more
directly with system integrators in the future.

We believe the principal competitive factors in tharkets and categories in which we compete andaompete in the future include the
ability to:

« provide and sell a broad range of UC solutionssamdices, including mobile and cloud-based solsti@md our ability to bring new
products to market on a timely bas

» competitively price our products and solutions;
e provide competitive product performance;

» be successful in multiple markets with differingu&ements, including, but not limited to, the eptese, SMB, mobile video, social
video, browse-based video, subscripti-based video delivered from the cloud and servioeiger markets

» introduce new products and solutions in a timelyne;
» reduce production and service costs;

» provide required functionality such as securityiatglity and scalability;
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* ensure investment protection through broad inteadypkty and backwards and forwards compatibilitghwother UC&C systems and
solutions;

» successfully integrate our products with, and aygepar products on, existing customer platforms @mtsumer devices;
» gain market presence and brand recognition;

e extend credit to our partners;

» conform to open standards; and

» successfully address disruptive technology shiits@ew business models, such as cloud-based amhsetbased UC&C solutions
and mobility and consumer solutions; ¢

» successfully address the transition in the manmah fpoint product to solution selling.

UC&C—and in particular voice and video collaboratierepresents an attractive growth market that naes to attract new competitors
regionally and globally. We believe Polycom’s cortment to open-standards, our platform approachpattnerships, and participation in
industry forums allowing us to offer broad interogdality among UC&C solutions continue collectivatyrepresent key competitive
differentiators for the Company.

RESEARCH AND PRODUCT DEVELOPMENT

We believe that our future success depends ingparinovating and developing new architecturesaanimg existing solutions, and
bringing new solutions to market that maintain teabgical competitiveness. The markets for our Sohs are characterized by rapidly
changing technology, evolving industry standardsl, fsequent new product introductions, which regu@rsignificant investment in research
and development.

We are focused on a software strategy to bringreddd video collaboration to a broad range of beis@n video, mobile, and social
networking applications through standards-baseasitfucture delivered on-premises and through puainitl private cloud-based solutions. We
believe this strategy is redefining the unified coumications market, accelerating the adoption ofsoftware, and establishing Polycom as
default choice of customers and partners for op€&0 and HD video collaboration solutions that weokgether seamlessly across
applications, protocols, call control systems, and points. This strategy is also a key compongatiogrowth strategy. We intend to continue
to expand upon our product platforms through theetiment of software options, upgrades, and fubnoeluct generations.

In October 2012, we announced a comprehensive setwproducts, which we believe demonstrate odustry thought leadership and
underscore our ability to expand our market oppotyun the future. In our view, this was the lasgand most important launch of
breakthrough solutions in our history, as welllas history of the UC&C industry. These innovationkjch augment our portfolio with
backward and forward compatibility, take ease & aisd universal access to new levels while extgnaitd protecting investments that
customers have already made in our interoperapkm standards-based platform and products. Theuaned products are expected to be
available at various release dates commencinggiffotrth quarter of 2012 through mid-2013.

First, we announced the Polycom RealPresence CL8® Suite. It is a new extension to the RealPresd?latform that lets customers
extend enterprise-grade video collaboration tosuséSkype, Facebook, Google Talk, and other bssin&leo applications via a browser, for
B2B and B2C video collaboration with high qualitgliability and security.

Second, we announced RealPresence Platform enhantgwhich include an open standards-based S\é®iding 3X HD multipoint
video capacity for greater scalability and lowdat@ost of ownership, superior performance, arckWards and forwards compatibility for
investment protection, all available through awafe update.
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Third, we announced a superior user interface axt generation endpoints. We believe Polycom UX™MWare and software delivers
the industry’s best user experience with more 8@new user innovations and features, includingraptetely redesigned user interface and
lifelike HD quality, providing up to 1080p60 restitin for video or content. We also announced papemntding Polycon® SmartPairing™
technology, which enables our customers to stattnaanage a conference right from their iPad.

Finally, we announced a new portfolio of mid-mar&elutions, including the RealPresence CollabonaBierver 800s, Virtual Edition.
This is a multi-protocol, software MCU that runsindustry-standard servers. We believe this wileldesy product for us as we continue our
move toward virtualization, the data center, anblipiand private clouds. The RealPresence Colldlmor&erver 800s, combined with our
RealPresence Group 300 product for huddle room$RaatPresence Desktop and Mobile 2.0 solutionsjigeeca high performance, affordable
and market leading solution for the mid-market.

Research and development expenses are expensediaed and totaled approximately $208.5 millior2@12, $190.3 million in 2011,
and $138.0 million in 2010. We intend to continaertake substantial investments in product and @olyy development. We also intend to
continue to participate in the development of vasiteleconferencing industry standards, which areay be incorporated into our products.

CUSTOMER SERVICE AND SUPPORT

We believe our customer service and support offisracccelerate and maximize our customer’s returinyestment in our solutions. In
addition to warranty support for our product limesering hardware, software media and repairedpa# offer maintenance and professional
services through a global network of certified pars and service providers and also directly toesoustomers.

Our services portfolio addresses the entire vidéatisn lifecycle from first deployment to technglprefresh, starting from needs
analysis and design; to deployment services, ssdfierosoft Lync and IBM Sametime integration; tpartfolio of support services to meet
each customer’s business needs that include masageéides and optimization services that help cnets make the most of their investment
in our video and voice collaboration solutions. Busers and partners can also leverage trainingartdication programs delivered through
Polycom Learning Centers.

Our ongoing maintenance support contracts inclalighone support, software upgrades and updates,e@hange, on-site assistance,
and access to support engineers. We have a ftdl susupport including Managed Services, targspetifically toward customers who reqt
the highest level of service and uptime. Custortiesrely on their video system for high end suppamd in some cases mission critical type
applications, can take advantage of our Elite amsh&died Services offerings. We also offer AdvancedAs to meet the demands of customel
who are beginning to grow their deployments. Wheastomer’s video collaboration environment expawndbe point where 24-hour solution-
focused support is required, a Polycom video emgirseeassigned to that customer. AdvancedAccesgleonents our high-touch, proactive
Elite Service and offers an entry level to solutfonused support for smaller, but growing, deploptse

We also continue to extend our range of professiand system integration services to address cus®meeds in adopting the
RealPresence Platform solutions. These servicedesigned to assist customers in migrating theie@iendpoints and software solutions to
new platform, deploying the latest features, enbarents, and interoperability updates released gifirtiue software upgrade program, and
ensuring the customer is getting optimal perfornedinam their solution. These offerings extend tdude network design and consulting, as
well as assessing the video readiness of a cus®mework to achieve high-quality video performaramd network monitoring services that
provide 24-hour visibility into the performancetb& customer’s network.
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Our support and professional services are avaitaipbeigh our worldwide partner network certifiedd@liver our service offerings under
our partners’ brand or to resell them under ountiea service offerings. Our community of certiffgattners are backed by our delivery
infrastructure; made up of more than 100 learnigngters, tech support centers, call centers and parehouse locations around the world. We
also offer an online support portal for customerd a support community where customers can shéosnation and access support 24 hours
day.

MANUFACTURING

We subcontract the manufacturing of most of our@®@®©up and UC Personal Device products to Celektiza Askey Computer
Corporation, Flextronics International Ltd., Foxoofechnology Group and VTech Holdings Ltd. Thesmpanies are all thirgarty electroni
manufacturing service providers. We use CelestiieeHities in Thailand and China, Flextronics irekco, and Foxconn, Askey and VTech in
China. At the conclusion of the manufacturing pesceéhese products are distributed to channel garand end users through warehouses
located in Hong Kong, The Netherlands, Thailand iarthe United States in Dayton, Ohio and Tracgljf@rnia. The key components of our
UC Platform products are manufactured by thirdipaiin China, Taiwan, and Israel. Final systemmabdg testing and configuration is
performed by Celestica China, Celestica Thailand,Rolycom Israel. These UC Platform products @&tilduted directly to end users from
these manufacturing locations.

INTELLECTUAL PROPERTY AND OTHER PROPRIETARY RIGHTS

While we rely on a combination of patent, copyrigrademark and trade secret laws and confidetytiptocedures to protect our
proprietary rights, we believe that factors sucleatnological and creative skills of our personnelv product developments, frequent prot
enhancements, name recognition and reliable prodasttenance are also essential to establishingremctaining a technology leadership
position. We currently have over two hundred sidtyited States patents issued covering our prodiibes expiration of these patents range
from 2013 to 2030. In addition, we currently haweotwo hundred eighty non-U.S. patents issued wleapirations range from 2013 to 2035.
Further, we have over one hundred thirty UnitedeStpatent applications pending covering our cemgng and our network infrastructure
products and over two hundred five non-U.S. paapplications pending. Polycom, RealPresence, SamingSoundStation, ViewStation,
VoiceStation, ReadiManager, ViaVideo, VSX, QSX, QIrMX, HDX, DMA, E2BConnect, HALO, SoundStation piact configuration, the
Polycom Circles logo, Powered by Polycom, and atlage registered trademarks of Polycom in the &h8/or various countries, and
CloudAXIS, Constant Clarity, iPower, iPriority, Hioice, Mobile Responder, PDS, PEC, PVE, ATX, arttekat are common law trademarks
of Polycom in the U.S. and various countries. Adaug to federal and state law, Polyc@trademark protection will continue for as longnae
continue to use our trademarks (in common law a@esjtand/or maintain our registrations (in ci@W countries) in connection with the
products and services of Polycom.

We have licensing agreements with various suppl@rsoftware incorporated into our products andaie of our products are develog
and manufactured based largely or solely on thadytechnology. These third-party software licenaed arrangements may not continue to
be available to us on commercially reasonable orpsditive terms, if at all. The termination or inmpaent of these licenses could result in
delays or reductions in or the elimination of newduct introductions or current product shipmentsl equivalent software could be
developed, licensed and integrated, if at all gmssivhich could harm our business and resultpefations. Similarly some of our products
may include “open source” software. Our abilitycmmmercialize products and technologies incorpagatipen source software may be
restricted because, among other factors, openadiaense terms may be unclear and may resultamtisipated obligations regarding our
product offerings. The risks associated with otellactual property are more fully discussed ingketion entitled “ltem 1A. Risk Factors”
under the subheading entitled “If we have insudiittiproprietary rights or if we fail to protect gerights we have, our business could be
materially impaired.”
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EMPLOYEES

As of December 31, 2012, we employed a total o4 Bfersons, including 1,286 in sales, marketingarsdomer support, 1,107 in
research and product development, 765 in manufagtand services delivery, and 589 in general amdimistration. Of these, 1,988 were
employed outside of North America. We have exp@éemo work stoppages and believe our relationsfitpour employees is good.

ITEM 1A. RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE RISKS DESCRIBEDX®BV BEFORE MAKING AN INVESTMENT DECISION. THE
RISKS DESCRIBED BELOW ARE NOT THE ONLY ONES WE FADEITIONAL RISKS THAT WE ARE NOT PRESENTLY AWAR
OR THAT WE CURRENTLY BELIEVE ARE IMMATERIAL MAYQAIMPAIR OUR BUSINESS OPERATIONS. OUR BUSINESS O@H
HARMED BY ANY OR ALL OF THESE RISKS. THE TRADINIEP®F OUR COMMON STOCK COULD DECLINE SIGNIFICANT1
DUE TO ANY OF THESE RISKS, AND YOU MAY LOSE ALIPART OF YOUR INVESTMENT. IN ASSESSING THESE RYSX$
SHOULD ALSO REFER TO THE OTHER INFORMATION CONTAINIR INCORPORATED BY REFERENCE IN THIS ANNUAL REF
ON FORM 10-K, INCLUDING OUR CONSOLIDATED FINANCISTATEMENTS AND RELATED NOTES.

Competition in each of our markets is intense, andur inability to compete effectively could signifi@antly harm our business and results
of operations.

We face intense competition in the Americas, EMBAJ Asia Pacific for our UC&C solutions productsievhplaces pressure on averi
selling prices for our products. Some of our coritpet compete with us in more than one geogragteater and across all of our product
categories. Our major global competitor is Ciscet&yms. Our other global competitors include Loditekvaya (including RADVISION,
which was acquired by Avaya), and Huawei. We atsoete with other smaller or new industry entrants.

Our competitive landscape continues to rapidly e¥als we move into new markets for video collabonesuch as mobile, browser-
based, and cloud-delivered video. Our competittss eontinue to develop and introduce new techriegygometimes proprietary, that
represent threats through closed architectureb, asiSkype, Google Talk/Hangouts, and Apple FaceT®ther offerings such as Cisco
Systems’ Jabber and WebEXx, Avaya’s Flare-based ADafid Citrix Systems’ GoToMeeting with HD Facesresgnt new competitive
developments. Many of these companies have sul@thnancial resources and production, marketamngineering and other capabilities with
which to develop, manufacture, market and selrthmducts, which may result in our having to lower product prices and increase our
spending on marketing, which would correspondirglye a negative impact on our revenues and opgnatamgins.

Our principal competitive factors in the marketsvhich we presently compete include the ability to:

» provide and sell a broad range of UC&C solutiond services, including mobile and cloud-based smhstj and our ability to bring
such products to market on a timely ba

e competitively price our products and solutions;
» provide competitive product performance;

» be successful in multiple markets with differinguu&ements, including, but not limited to, the eptese, small-to-medium sized
businesses (SMB), mobile video, social video, stipson-based video delivered from the cloud and serviogiger markets

e introduce new products and solutions in a timelyinea;
» reduce production and service costs;
« provide required functionality such as securityiatglity, and scalability;

* ensure investment protection through interopeitglaind backwards- and forwards-compatibility wither UC&C systems and
solutions;
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» continue differentiation through open standardstaodd interoperability of our infrastructure inngplex environments where
integration with other thi-party technologies, such as Microsoft Lync, isicait

» successfully integrate our products with, and aygepar products on, existing customer platforms @mtsumer devices;
» gain market presence and brand recognition;

e extend credit to our partners;

e conform to open standards;

» successfully address disruptive technology shiits@ew business models, such as cloud-based amhsetbased UC&C solutions
and mobility and consumer solutions; ¢

» successfully address the transition in the manmah fpoint product to solution selling.

Our competitive environment also differs by geotpsapCisco Systems is our primary global compeiitcall theaters and categories in
which we compete. We also compete globally witha@Bme Communications with respect to certain UGqeal and UC group products. In
the Asia Pacific region, we also compete with CHiaged competitors such as Huawei, ZTE Corporatisnyell as Sony, Snom, and
Grandstream Communications.

We may not be able to compete successfully agaursturrent or future competitors. We expect ounpetitors to continue to improve
the performance of their current products and tm@uce new products or new technologies that peimproved performance. New product
introductions by our current or future competitanspur delay in bringing new products to marketld cause a significant decline in sales or
loss of market acceptance of our products. We \xelieat ongoing competitive pressure may resutlieduction in the prices of our products
and our competitors’ products. In addition, theadtiction of additional lower priced competitiveoducts or of new products or product
platforms could render our existing products ohtedogies obsolete. We also believe we will facxéasing competition from alternative
UC&C solutions that employ new technologies or m®mbinations of technologies. Further, the comnimation of certain video conferenci
products is leading to the availability of alteimaf lower-cost UC&C products than ours, such asdhoffered by Google, Inc., Skype and
others, and, accordingly, could drive down our Sgléces and negatively impact our revenues.

Increased consolidation and the formation of stratgic partnerships in our industry may lead to increaed competition which could
adversely affect our business and future results afperations.

Strategic partnerships and acquisitions are ba&ingdd and announced by our competitors on a refakis, which increases competit
and often results in increased downward pressumioproduct prices. For instance, when Cisco Systacquired Tandberg ASA, previously
our largest independent competitor, we had to coenwéh a larger combined company with significgrgteater financial and sales and
marketing resources, an extensive channel netwuailaa expanded video communications solutions mtdthe. This product line is often sc
in conjunction with Cisco Systems’ proprietary netlvequipment and technology as a complete soluti@king it more difficult for us to
compete against them or to ascertain pricing onpatitive products. In addition, Cisco Systems msg iis dominance in network equipment
to foreclose competition in the UC&C solutions netrkCisco Systems may also preclude our compefitiwducts from being fully
interoperable with Cisco Systems endpoints, vidé@structure and/or network products. Similarlyaga acquired Konftel in January 2011
and acquired RADVISION in June 2012, and LifeSimhich was acquired by Logitech, announced a pastigmwith Alcatel-Lucent in April
2010. These consolidations and partnerships haudtee in increased competition and pricing pressas the newly-combined entities have
greater financial resources, deeper mass marles shlnnels and greater pricing flexibility thalyBom. Acquisitions or partnerships made
one of our strategic partners could also limitplaéential contribution of our strategic relatiorshto our business and restrict our ability to
form strategic relationships with these compamethé future and, as a result, harm our business.
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Rumored or actual consolidation of our partners@rdpetitors will likely cause uncertainty and distion to our business and can caus
our stock price to fluctuate.

Global economic conditions have adversely affecteslir business in the past and could adversely affeour revenues and harm our
business in the future.

Adverse economic conditions worldwide have contéduo slowdowns in the communications and netwaykndustries and have
caused a negative impact on the specific segmadtsarkets in which we operate. As our businesghasn, we have become increasingly
exposed to adverse changes in general global edommmditions, which can result in reductions ipital expenditures by end-user customers
for our products, longer sales cycles, the defemraelay of purchase commitments for our prodaat$ increased competition. These factors
have adversely impacted our operating resultsior periods and could also impact us again in theré. Global economic concerns, such as
the varying pace of global economic recovery ancbgean and domestic debt and budget issues, certintreate uncertainty and
unpredictability that have contributed to longdltisg cycles and cause us to continue to be castinout our future outlook, including our
near-term revenue and profitability outlook. A ghbleconomic downturn would negatively impact tedbgg spending for our products and
services and would materially adversely affectlmusiness, operating results and financial condittam example, in the second quarter of
2012, we saw weakening demand in Europe and our/AEMgment revenues declined year-over-year by 2#hér, we have recently seen
slower growth than we anticipated in China, Indieazil, and other growth markets, which we beliesdue in part to macro-economic factors.
Further, global economic conditions have resulted fightening in the credit markets, low liquidigwels in many financial markets, decrease
in customer demand and ability to pay obligati@rg] extreme volatility in credit, equity, foreigarcency and fixed income markets.

These adverse economic conditions could negatiwghact our business, particularly our revenue paerosses on investments and the
collectability of our accounts receivable, duelte inability of our customers to obtain creditittaice purchases of our products and services
customer or partner insolvencies or bankruptciesrehsed customer confidence to make purchasingjaexresulting in delays in their
purchasing decisions, and decreased customer deona®nand for lower-end products.

Our quarterly operating results may fluctuate signficantly and are not necessarily a good indicatorfdfuture performance.

Our quarterly operating results have fluctuatethapast and may vary significantly in the futuseaaresult of a number of factors, many
of which are out of our control or can be diffictdtpredict. These factors include, but are noitéchto:

» the impact of global economic conditions;

» fluctuations in demand for our products and sesjige part due to uncertain global economic coadgiand increased competition,
as well as transitions in the markets in which e# @oducts and service

« our ability to execute on our strategic and opagatilans;
» changes to our global organization;
» slowing sales or variations in sales rates by tianoel partners to their customers;

» changes to our channel partner programs, contaadstrategy that could result in a reduction aantbbmber of channel partners,
could adversely impact our revenues and gross mseg we realign our discount and rebate programsuir channels, or could
cause more of our channel partners to add our ctitoqg’ products to their portfolic

» the prices and performance of our products ancetbbsur existing or potential new competitors;
» the timing, size and mix of the orders for our proi;

» the level and mix of inventory that we hold to mietire demand;
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» changes in effective tax rates which are diffitalpredict due to, among other things, the timind geographical mix of our
earnings, the outcome of current or future tax suahd potential new rules and regulatic

» changes in the underlying factors and assumptisad in determining stock-based compensation;
» fluctuations in the level of international salesl@ur exposure to foreign currency fluctuationdoth revenues and expenses;

» dependence on component suppliers and third paatufacturers, which includes outside developmemtufzsecturers, and the
associated manufacturing cos

» the impact of increasing costs of freight and congoas used in the manufacturing of our productsthagotential negative impact
On our gross margin

* the magnitude of any costs that we must incur énetbent of a product recall or of costs associaitdproduct warranty claims;
» the impact of seasonality on our various produngtdiand geographic regions; and

» adverse outcomes in intellectual property litigatémd other matters and the costs associated ss#rting and enforcing our
intellectual property portfolic

As a result of these and potentially other factaes believe that period-tperiod comparisons of our historical results ofrafiens are ne
necessarily a good predictor of our future perfaroga If our future operating results are belowedhpectations of stock market securities
analysts or investors, or below any financial gnawe may provide to the market, our stock pridelikely decline. Further, as the scale of
our business increases, our ability to forecasbimes more difficult. In addition, financial guidanbeyond the current quarter is inherently
subject to greater risk and uncertainty.

We face risks associated with developing and markiey our products, including new product developmentand new product lines.

Our success depends on our ability to assimilate leehnologies in our products and to properly traur channel partners, sales force and
end-user customers in the use of those products.

The markets for our products are characterizedapidly changing technology, such as the deman#ifdrideo technology and lower
cost video infrastructure products, the shift frompremise-based equipment to a mix of solutioasititludes hardware and software and the
option for customers to have video delivered asraige from the cloud or through a browser, evajviimdustry standards and frequent new
product introductions, including an increased ensfghan software products. Historically, our focas lbeen on premise-based solutions for th
enterprise and public sector, targeted at verticakets, including finance, manufacturing, governieducation and healthcare. In additior
response to emerging market trends, and the netfte&t driven by business-to-business and busittessnsumer adoption of UC&C, we ¢
expanding our focus to capture opportunities wittrimerging markets including mobile, SMBs, and clbaded delivery. If we are unable to
successfully capture these markets to the extditi@ated, or to develop the new technologies aamthgrships required to successfully
compete in these markets, then our revenues mayrowtas anticipated and our business may ultimételharmed. For example, we recently
launched Polycori RealPreserice Mobile and are &g stages of the formation of our relationshith Samsung, Motorola, Apple,
HTC, and others with respect to our mobile prodifferings. Given the competitive nature of the nelmdustry, changing end user behaviors
and other industry dynamics, these relationshipg med evolve into fully-developed product offeringstranslate into any future revenues.
Further, we are sponsoring the Open Visual Comnatimics Consortium (“OVCC”) to leverage a global sortium of network and managed
service providers to deliver broad connectivityvgar for unified communications and enable betteitess-to-business communication. The
OVCC may not be as successful as we have planrt@dhwould negatively impact our ability to delivaalutions for these markets.
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The success of our new products depends on sdgetats, including proper new product definitionpguct cost, services infrastructure
for cloud delivery, timely completion and introdiaet of new products, proper positioning and pricirighew products in relation to our total
product portfolio and their relative pricing, diféatiation of new products from those of our coritpet and other products in our own
portfolio, market acceptance of these productsthadbility to sell our products to customers aspeehensive UC&C solutions. Other factors
that may affect our success include properly adilnigshe complexities associated with compatibibgues, channel partner and sales force
training, technical and sales support, and fiegpsuit.

In addition, we are making additional investmentd¢liver cloud-based and mobile UC&C solutiong] s continue to invest in
immersive telepresence solutions. Ultimately, passible that our increased investments in thessesanay not yield the planned financial
results. In addition, in our high-end UC&C soluioisuch as immersive telepresence, that typicatjyire direct high touch sales involvement
with potential customers, we compete directly viditge, multi-national corporations, such as Cisgst&ns, who have substantially greater
financial, technical, marketing, and executive teses than we do, as well as greater name recogrtid market presence with many
potential customers.

We also need to continually educate and train bannel partners to avoid any confusion as to tisgatality of new product offerings
and solutions compared to our existing productrofégs and to be able to articulate and differenttae value of new offerings over those of
competitors and as the market evolves. Duringdkefew years, we launched several new productinffe, such as our mobile and cloud-
based solutions, and these new products could caumdasion among our channel partners and end-ubereby causing them to delay
purchases of our new products until they deterrtfiee market acceptance, or as they consider a W6&C centric strategy versus point
product or endpoint only deployments. Any delayfuinre purchases could adversely affect our regsngross margins and operating results
in the period of the delay.

The shift in communications from circuit-switchedIP-based and other new technologies over timenegyire us to add new channel
partners, enter new markets and gain new core témtical competencies. We are attempting to addre=sse needs and the need to develop
new products through our internal development &fdhrough joint developments with other compaaied through acquisitions. However,
may not identify successful new product opportesitand develop and bring products to market imalyi manner. Further, as we introduce
new products, these product transition cycles nwygo smoothly, causing an increased risk of inegntbsolescence and relationship issues
with our end-user customers and channel partnéesfdilure of our new product development effoatsy inability to service or maintain the
necessary third-party interoperability licenses, iaability to properly manage product transitiamgo anticipate new product demand, or our
inability to enter new markets would harm our basmand results of operations.

We may experience delays in product introductiors$ availability, and our products may contain dé$eehich could seriously harm our
results of operations.

We have experienced delays in the introductioregiain new products and enhancements in the pastd@&lays in product release dates
that we experienced in the past have been duetor§asuch as unforeseen technology issues, mauatifacramping issues and other factors,
which we believe negatively impacted our salesmaean the relevant periods. Any of these or ofaetors may occur again and delay our
future product releases.

Our product development groups are dispersed thautghe United States and other internationaltiona such as China, India and
Israel. As such, disruption due to geopoliticalftiots could create an increased risk of delaysaw product introductions.

We produce highly complex communications equipmehich includes both hardware and software andrppm@tes new technologies
and component parts from different suppliers. Resglproduct defect and technology and quality ésscould cause delays in new product
introduction. Component part shortages could adase delays in product delivery and lead to in@@a®sts. Further, some defects may n
detected or
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cured prior to a new product launch, or may bedaletkafter a product has already been launchednarydoe incurable or result in a product
recall. The occurrence of any of these events caddlt in the failure of a partial or entire pratiline or a withdrawal of a product from the
market. We may also have to invest significant tedyaind other resources to correct these problerisiding product reengineering expenses
and inventory, warranty and replacement costs. § pesblems might also result in claims againstyusur customers or others and could harn
our reputation and adversely affect future salesuofproducts.

Any delays for new product offerings currently undevelopment, including product offerings for mebtcloud-based delivery, software
delivery and consumer markets or any product quegues, product defect issues or product recalitd adversely affect the market
acceptance of these products, our ability to compéfectively in the market, and our reputationhvatir customers, and therefore could lead t
decreased product sales and could harm our bushesmay also experience cancellation of ordeficdity in collecting accounts receivab
increased service and warranty costs in excesgraésiimates, diversion of resources and incregmseniance costs and other losses to our
business or to end-user customers. For examples@emtly announced a number of new product offefisgme of which are not currently
available. If we experience delays in the reledsbese new products, or if the new products weetiatroduced contain defects, our business
and results of operations may be harmed.

Product obsolescence or discontinuance and excessiory can negatively affect our results of ofierss.

The pace of change in technology development atlieimelease of new products has increased anghécted to continue to increase,
which can often render existing or developing tedbgies obsolete. In addition, the introductiomefv products and any related actions to
discontinue existing products can cause existingriory to become obsolete. These obsolescenaesissuany failure by us to properly
anticipate product life cycles, can require writasths in inventory value. If sales of one of thesadpcts has an unplanned negative effect on
sales of another of our products, it could sigaffity increase the inventory levels of the negdfiimpacted product. For each of our products
the potential exists for new products to rendesting products obsolete, cause inventories ofiegigiroducts to increase, cause us to
discontinue a product or reduce the demand fotiegiproducts.

Further, we continually evaluate our product libeth strategically and in terms of potential growdtes and margins. Such evaluations
could result in the discontinuance or divestitur¢hose products in the future, which could beui$ive and costly and may not yield the
intended benefits. For example, we divested owsrprise wireless solutions business in Decembe? 201

We face risks related to the adoption rate of nesthologies.

We have invested significant resources developinguyrcts that are dependent on the adoption ratewftechnologies. For example, our
Polycom RealPresence Mobile solution is dependernterprise adoption of video technology and clbased delivery solutions on mobile
devices. If the mobile video market does not grewva anticipate, or if our strategy for addressivegmarket, or execution of such strategy, is
not successful, our business and results of opesatould be harmed. In addition, we develop newdycts or make product enhancements
based upon anticipated demand for new feature$umuationality. Our business and revenues may bmédrif the use of new technologies t
our future products are based on does not occwe iflo not anticipate shifts in technology appraiglly or rapidly enough; if the development
of suitable sales channels does not occur, or eaoore slowly than expected; if our products argpniced competitively or are not readily
adopted; or if the adoption rates of such new teldgies do not drive demand for our other prodastsve anticipate. For example, although
we believe increased sales of UC&C solutions wilelincreased demand for our UC platform produstish increased demand may not occu
or we may not benefit to the same extent as ouipetitors. We also may not be successful in creatergand in our installed customer base
for products that we develop that incorporate nesthmologies or features. Conversely, as we seadbgtion rate of new technologies incre
product sales of our legacy products may be neglgitimpacted.
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Lower than expected market acceptance of our pitsdpcice competition and other price changes waddatively impact our busine:

If the market does not accept our products, pdatityuour new product offerings on which we areyie on for future revenues, such as
product offerings for the mobile market, softwagetivery and cloud-based delivery, our businessa@ratating results would be harmed.
Further, revenues relating to new product offeriagsunpredictable, and new products typically Hawer gross margins for a period of time
after their introduction. As we introduce new protiy they could increasingly become a higher peaggnof our revenues. Our profitability
could also be negatively affected in the futura assult of continuing competitive price pressunethe sale of UC&C solutions equipment and
UC platform products. Further, in the past we h@griced prices in order to expand the market fopoeducts, and in the future, we may
further reduce prices, introduce new products ¢haty lower margins in order to expand the markegdtionulate demand for our products, or
discontinue existing products as a means of stitimgl@rowth in a new product.

Finally, if we do not fully anticipate, understaadd fulfill the needs of end-user customers invirtical markets that we serve, we may
not be able to fully capitalize on product salds imose vertical markets and our revenues mayrdogly, fail to grow as anticipated or may
be adversely impacted. We face similar risks agxypand and focus our business on the SMB and sepvavider markets.

Failure to adequately service and support our pratdafferings could harm our results of operatio

The increasing complexity of our products and aissed technologies has increased the need for eetgroduct warranty and service
capabilities, including integration services, whinhy require us to develop or acquire additionabaded service capabilities and make
additional investments. If we cannot adequatelyetigyand train our internal support organizatiomaintain our relationships with our
outside technical support providers, it could adebr affect our business.

In addition, sales of our immersive telepresendetisms are complex sales transactions, and theusadcustomer typically purchases ar
enhanced level of support service from us so ansoire that its significant investment can be faphgrational and realized. This requires us tc
provide advanced services and project managemésairirs of resources and technical knowledge ottilstomer’s telecommunication
network. If we are unable to provide the propeelef support on a cost efficient basis, it mayseadamage to our reputation in this market
and may harm our business and results of operations

Impairment of our goodwill or other assets would ngatively affect our results of operations.

In addition to our historical acquisitions, we hacguired a number of new businesses includinguytkfe assets of HPVC, and
Accordent in 2011. As of December 31, 2012, ourdyab attributable to continuing operations was apgmately $553.8 million and other
purchased intangible assets attributable to comnaperations was approximately $55.0 million, ethtogether represent a significant portion
of the assets recorded on our consolidated bakimeet. Goodwill and indefinite lived intangible etssare reviewed for impairment at least
annually or sooner under certain circumstanceseiOttiangible assets that are deemed to have fisgéul lives will continue to be amortized
over their useful lives but must be reviewed fop@imment when events or changes in circumstancisaite that the carrying amount of these
assets may not be recoverable. Screening for aregsiag whether impairment indicators exist, evénts or changes in circumstances have
occurred requires significant judgment. Therefare,may be required to take a charge to operatismsrasult of future goodwill and intangil
asset impairment tests. The decreases in revemugteck price that have occurred as a result dfajleconomic factors make such impairmen
more likely to result. If impairment is deemed tas¢, we would write-down the recorded value ofsthéntangible assets to their fair values an
these write-downs could harm our business andteesfibperations.

Further, we cannot assure you that future inveniomestment, license, fixed asset or other assigdAttowns will not happen. If future
write-downs do occur, they could harm our busirsgsresults of operations.
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Difficulties in identifying and integrating our acquisitions or implementing restructuring plans couldadversely impact our business.
Difficulties in identifying and integrating acquiisins could adversely affect our busine

The process of identifying suitable candidatesiatefrating acquired companies into our operatieqsiires significant resources and is
time-consuming, expensive and disruptive to ouirass. Failure to achieve the anticipated benefitmy acquisitions, teetain key personne
or to successfully integrate the operations of@uaed company could harm our business, resultpefations and cash flows. We may not
realize the benefits we anticipate from our acgjoiss because of the following significant challeag

* incorporating the acquired company’s technology maiucts and services into our current and fupuoeluct lines, including
providing services that are new for

» potential deterioration of the acquired companytdpict sales and revenues due to integration eievand management distraction;
* managing integration issues, such as transitioricgsr provided to us by HP in the acquisition o\{P

» potentially creating confusion in the marketplaganeffectively distinguishing or marketing the drect offerings of the newly
acquired company with our existing product lir

* entering new businesses or product lines;
» potentially incompatible cultural differences betmehe two companies;
e geographic dispersion of operations;

» interruption of manufacturing operations as wesition an acquired company’s manufacturing to ausourced manufacturing
model;

e generating marketing demand for an expanded prdithegt

» distraction of the existing and acquired salesdataring the integration of the companies;

» distraction of and potential conflict with the aaga company’s products in regards to our existihgnnel partners;

» the difficulty in leveraging the combined techndkgyand capabilities across all product lines aredamner bases; and

* our inability to retain the customers or employetan acquired company.

We have spent and will continue to spend significasources identifying and acquiring businessasstMcquisitions involve numerous
risks, including difficulties in identifying straggc synergies which yield an acceptable level aineon investment, financing and integrating
the operations, technologies and products of thaeieed companies, the diversion of our managemeti&ntion from other business concerns
and the potential loss of key employees of the inedicompanies. Failure to achieve the anticipheukfits of any acquisition or to
successfully integrate the operations of the aeguiompany could also harm our business, resuliperfations and cash flows. Additionally,
we may incur material charges in future quartengfiect additional costs associated with any fitacquisition we may make.

Our failure to successfully implement restructurpigns related to vacant and redundant facilitiesikd adversely impact our business.

We have in the past, and may in the future, asgdatquiring a company or as part of restructuentions taken to streamline the
business, identify redundant facilities. If we itl§nredundant facilities, we would develop a plarexit as part of the integration of the
acquired business or as part of the implementatidhe restructuring plan. Any reserve would beafetstimated sublease income we expe
generate. Our estimate of
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sublease income is based on current comparabkefaatkeases in the respective markets. If actulalesise income is lower than our estimates
for any reason, if it takes us longer than we et to sublease these facilities, or if the assedicost of subleasing or terminating our lease
obligations for these facilities is greater thanegémated, we would incur additional charges terapons which would harm our business,
results of operations and cash flows. To the exttattany such cash outflows or additional costeed the amount of our recorded liability
related to the sublease or termination of thesselealigations, we could incur a charge to opematizvhich would harm our business and
adversely impact our results of operations.

We experience seasonal demand for our products arsgrvices, which may adversely impact our results afperations during certain
periods.

Sales of some of our products have experience@sabffuctuations which have affected sequentialgh rates for these products,
particularly in our first and third quarters. Foaenple, the first quarter of the year is typicdhlg least predictable quarter of the year for ub ar
there is generally a slowdown for sales of our potsl in the European region in the third quartezaath year. Further, the timing of fiscal year
ends for our government and enterprise customeysresalt in significant fluctuations from quarterdquarter. Seasonal fluctuations could
negatively affect our business, which could causeoperating results to fall short of anticipatedults for such quarters.

Our operating results are hard to predict as a sigificant amount of our sales may occur at the end @ quarter and certain of our
service provider contracts include contractual acgetance provisions.

The timing of our channel partner orders and pradslipments and our inability to reduce expenséskfjumay adversely impact our
operating results.

Our quarterly revenues and operating results depeladge part upon the volume and timing of chamaetner orders received during a
given quarter and the percentage of each ordemtaire able to ship and recognize as revenueglaegnoh quarter, each of which is extremely
difficult to forecast. We have experienced longades cycles in connection with our high-end UC&Qusons, which could also increase the
level of unpredictability and fluctuation in thenting of orders. Further, depending upon the conipyl@f these solutions, such as immersive
telepresence and some UC platform products, andrttierlying contractual terms, revenue may notgegnized until the product has been
accepted by the end-user, resulting in furthermaeeunpredictability.

Our expectations for both short and long-term fittevenues are based almost exclusively on ourestimate of future demand and not
on firm channel partner orders. Our expense lem@dased largely on these estimates. In addaisignificant portion of our product orders
are received in the last month of a quarter, tyjyiche last few weeks of that quarter; thus, theredictability of the receipt of these orders
could negatively impact our future results. Fotange, we have experienced a high percentage dfamkings and resulting revenues in the
third month of the quarter. For example, in therfoujuarter of 2012, approximately 47% of our gedytrevenues were recognized in the thirc
month of the quarter. Accordingly, if for any reasarders and revenues do not meet our expectatianparticular period, we will be limited
in our ability to reduce expenses quickly, and sigyificant shortfall in demand for our productg@tation to our expectations would have an
adverse impact on our operating results.

Delays in receiving contractual acceptance will sawlelays in our ability to recognize revenue amy impact our quarterly revenue
depending upon the timing and shipment of ordedeusuch contracts.

Certain of our sales contracts include product gizeese provisions which vary depending upon the gfproduct and individual terms
of the contract. In addition, acceptance criteragyrpe required in other contracts in the futur@esheling upon the size and complexity of the
sale and the type of products ordered. As we iserear focus on growing our service provider bussné is likely that an increased amount o
our revenue will be subject to such contractuakptance terms and we may introduce new revenuelmtide could result in less
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revenue being recognized upfront. Accordingly, wédrevenue until the underlying acceptance qaiterany given contract have been met.
Depending upon the acceptance terms, the timitigeofeceipt and subsequent shipment of an orderesayt in acceptance delays, may
reduce the predictability of our revenues, andseguently, may adversely impact our revenues asudtseof operations in any particular
quarter.

We face risks related to our dependence on channghrtners to sell our products.
Conflicts and competition with our channel partnarsl strategic partners could hurt sales of ourdarots.

We have OEM agreements with major telecommunicatéxuipment manufacturers, such as Avaya and Ggstems, whereby we
manufacture our products to work with the equipntdrihe OEM. These relationships can create cdseflidth our other channel partners who
directly compete with our OEM partners, or couldate conflicts among our OEM partners who compéite @ach other, which could
adversely affect revenues from these other chgparéhers or our OEM partners. Conflicts among oEMJartners could also make contint
partnering with these OEM partners increasingl§iaift. Our OEM partners may decide to enter inteesv OEM partnership with a company
other than us or develop products of their owrgaguire such products through acquisition, thatgetewith ours in the future, which could
adversely affect our revenues and results of ojpaatBecause many of our channel partners alseg@ipment that competes with our
products, these channel partners could devote attestion to these other products which could hammbusiness. Further, as a result of our
more direct-touch sales model, we may alienate sufroer channel partners or cause a shift in prodales from our traditional channel
model. Due to these and other factors, channelicem€ould arise which cause channel partneretmtk resources to non-Polycom
communications equipment, or to offer new prodérm our competitors, which would negatively affecir business and results of operati

As part of our strategic initiatives, we are focwgson our strategic alliances with Microsoft, AT&Ind IBM. For example, we recently
announced the expansion of our strategic relatipsshith AT&T and IBM to expand our offerings. Deiing, managing and developing these
partnerships is expensive and time consuming andnofcome to fruition or yield the desired resuiltspacting our ability to effectively
compete in the market and to take advantage afipated future market growth. For example, our egtegic relationship with Microsoft in
which we are jointly developing and marketing a UC&olution that leverages the demand for Microsafeéxt generation UC server could
negatively impact our ability to compete effectivel the UC&C marketplace if we are unsuccessfulr @obile solutions are also dependent
on our ability to successfully partner with mohilevice manufacturers.

In addition, as we enter into agreements with tlstisgegic partners to enable us to continue tamaur relationships with these
partners, we may undertake additional obligatioh&tvcould trigger unintended penalty or other [Bmns in the event that we fail to fully
perform our contractual commitments or could resuidditional costs beyond those that are plammedder to meet these contractual
obligations.

As we continue to build strategic partnerships witinpanies, conflicts between our strategic pastneuld arise which could harm our
business.

Some of our current and future products are diyextmpetitive with the products sold by both ouaiwhel and strategic partners. As a
result of these conflicts, there is the potentaldur channel and strategic partners to competd-teehead with us and to significantly reduce
or eliminate their orders of our products or designtechnology out of their products. Further, sahour products are reliant on strategic
partnerships with call manager providers and wazldC platform providers. These partnerships rasultteroperable features between
products to deliver a total solution to our muteatl-user customers. Competition with our partneadliof the markets in which we operate is
likely to increase, potentially resulting in straion our existing relationships with these companie
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We are subject to risks associated with our chapaetiners’ sales reporting, product inventories gdduct sell-through.

We sell a significant amount of our products toroiel partners who maintain their own inventory of products for sale to dealers and
end-users. Our revenue estimates associated waitlugts stocked by some of our channel partnerbased largely on end-user sales reports
that our channel partners provide to us on a mgithsis. To date, we believe this data has beeergiynaccurate. To the extent that this sale
out and channel inventory data is inaccurate orexgived timely, our revenue estimates for fupggods may be less reliable. Further, if tt
channel partners are unable to sell an adequatargrabtheir inventory of our products in a givemagter or if channel partners decide to
decrease their inventories for any reason, suehrasurrence of global economic uncertainty andrdom in technology spending, the volume
of our sales to these channel partners and ounuvegewould be negatively affected. In addition,alg® face the risk that some of our channel
partners have inventory levels in excess of futumécipated sales. If such sales do not occurartithe frame anticipated by these channel
partners for any reason, these channel partnerssaizstantially decrease the amount of product thegr from us in subsequent periods, or
product returns may exceed historical or preditggdls, which would harm our business and creasxp@cted variations in our financial
results.

Potential changes to our channel partner programstmnnel partner contracts may not be favorablyeiged and as a result our chani
partner relationships and results of operations rbayadversely impacte

Our channel partners are eligible to participatedrious incentive programs, depending upon thaitrectual arrangements with us. As
part of these arrangements, we have the right teerohanges in our programs and launch new progaarbsisiness conditions warrant.
Further, from time to time, we may make changesutochannel partner contracts. These changes cpglet our channel partners with the
effect that they could add competitive productthtair portfolios, delay advertising or sales of puvducts, or shift more emphasis to selling
our competitors’ products. Our channel partners ntybe receptive to future changes and we mayeaoeive the positive benefits that we
anticipate in making any program and contractuahges.

Consolidation of our channel partners and strataggetners may result in changes to our overall hask relationships, less favorable
contractual terms and disruption to our business.

We have seen consolidation among certain of owgtiagi channel partners and strategic partnersudh mstances, we may experience
changes to our overall business and operatioratioakhips due to dealing with a larger combinetityerand our ability to maintain such
relationships on favorable contractual terms mairbiged. Depending on the extent of these chamgesother disruptions caused to the
combined businesses during the integration petiwdtiming and extent of revenue from these chapaghers may be adversely affected.

We are subject to risks associated with the suaziee businesses of our channel partners.

Many of our channel partners that carry multiplédyPom products, and from whom we derive significeaenues, are thinly capitalized.
Although we perform ongoing evaluations of the @wedrthiness of our channel partners, the failuréhese businesses to establish and susta
profitability, obtain financing or adequately fundpital expenditures could have a significant negaiffect on our future revenue levels and
profitability and our ability to collect our receilles. As we grow our revenues and our customey, lbas exposure to credit risk increases. In
addition, global economic uncertainty, reductiamgeichnology spending in the United States andrattentries, and the ongoing challenges ir
the financial services industry have restrictedabailability of capital, which may delay colleati® from our channel partners beyond our
historical experience or may cause companieseaddil bankruptcy, jeopardizing the collectabiliyour receivables from such channel part
and negatively impacting our future results.
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Our channel partner contracts are typically shaetsh and early termination of these contracts mayrhaur results of operations.

We do not typically enter into long-term contrawith our channel partners, and we cannot be ceasiio future order levels from our
channel partners. In the event of a terminatiowy of our major channel partners, we believetti@aenduser customer would likely purchi
from another one of our channel partners, butigf did not occur and we were unable to rapidlyaeelthat revenue source, its loss would t
our results of operations.

If our channel partners fail to comply with lawsstandards, our business could be harn

We expect our channel partners to meet certairdatds of conduct and to comply with applicable lasugh as global anticorruption
laws. Noncompliance with such standards or lawsdcharm our reputation and could result in harrodo business and results of operation
the event we were to become involved in an invatitg due to such noncompliance by a channel partne

International sales and expenses represent a sigigéint portion of our revenues and operating expenseand risks inherent in
international operations could harm our business.

International sales and expenses represent aisamtifortion of our revenues and operating expgresed we anticipate that internatio
sales and operating expenses will continue to as&eln 2012, international revenues represent&d@®ur total revenues. International sales
and expenses are subject to certain inherent righish would be amplified if our international bness grows as anticipated, including the
following:

» adverse economic conditions in international mask&ich as the restricted credit environment amdretgn credit concerns in
EMEA and the recent reduced government spendinglimjated sales cycles we have seen in C

» foreign currency exchange rate fluctuations, iniclgdhe recent volatility of the U.S. dollar, afetimpact of our underlying hedgi
programs

e environmental and trade protection measures arat #hal and regulatory requirements, some of whiely affect our ability to
import our products, to export our products fromsell our products in various countrir

* unexpected changes in regulatory requirementsaniftst
* longer payment cycles;
» potentially adverse tax consequences; and

« the impact of instability in the Middle East or itdty action or other hostilities on foreign maket

International revenues may fluctuate as a percentétptal revenues in the future as we introdume products. These fluctuations are
primarily the result of our practice of introducingw products in North America first and the addtitil time and costs required for product
homologation and regulatory approvals of new preéslircinternational markets. To the extent we arable to expand international sales in a
timely and cost-effective manner, our businessatbel harmed. We may not be able to maintain oeas® international market demand for
our products.

Although to date, a substantial majority of ouemiational sales have been denominated in U.Sermeyr we expect that a growing
number of sales will be denominated in non-U.Srengies as more international customers requdstcih their currency. In particular, with
the acquisition of HPVC, a number of the custonamtiacts that we assumed provide for local curréaiiings. We maintain local currency
pricing in the European Union and the United Kingdehereby we price and invoice our products andices in Euros and British Pounds. In
addition, some of our competitors currently invoiedoreign currency, which could be a
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disadvantage to us in those markets where we dduotinternational operating expenses are primmdehominated in foreign currency with
no offsetting revenues in those currencies exaaphe Euro and British Pound. As a result of thfeséors, we expect our business will be
vulnerable to currency fluctuations, which could@ely impact our revenues and margins. We witticoe to evaluate whether it is
necessary to denominate sales in local currenties than the Euro and the British Pound, dependimgustomer requirements.

We do not hedge for speculative purposes. As dtresaur increased exposure to currency fluctuajave typically engage in currency
hedging activities to mitigate currency fluctuatiexposure. Our hedging costs can vary depending tigosize of our hedge program, whethe
we are purchasing or selling foreign currency redato the U.S. dollar and interest rates spreatisden the U.S. and other foreign markets
a result, interest and other income (expensehaebecome less predictable and more difficulbtedast. The impact in any given quarter of
our hedging programs is dependent upon a numbiectdrs, including the actual level of foreign @mcy denominated revenues, the
percentage of actual revenues covered by our heaigeacts, the exchange rate in our underlying dedmtracts and the actual exchange rate
during the quarter. As a result of our progranthimfirst, second, and third quarters of 2011, eiced operating income by $0.5 million, $
million, and $0.3 million, respectively, as compate increases in operating income in the fourtartgr of 2011 by $0.3 million, and in the
first, second, third, and fourth quarters of 20%2sth.1 million, $2.2 million, $0.1 million and $0r8illion, respectively.

Difficulties we may encounter managing a substantlly larger business could adversely affect our opaiting results.
If we fail to successfully attract and retain higlgualified management personnel, our businessheiharmed

Our future success will depend in part on our ca@d ability to hire, assimilate and retain highbalified senior executives and other
key management personnel. As new hires assessthas of responsibilities and define their orgativns, it will likely result in disruption to
the business and additional organizational changesstructuring actions and charges. Future chatggeur executive and senior managemer
teams, including new executive hires or departuresld cause disruption to the business and havwa@act on our ability to execute
successfully in future periods, while these opersi areas are in transition. Competition for diediexecutive and other management
personnel is intense, and we may not be succeassdttracting or retaining such personnel, whicbhlddarm our business.

We have experienced significant growth in our bessnrand operations and if we do not appropriatedyage this growth and any future
growth, our operating results may be negativelgettid.

Our business has grown in recent years, both arghiyiiand through business acquisitions and we ham®unced new products and
expansion of key strategic alliances to furthemgowr business and market opportunities. Our exatatgainst our strategy may strain our
organizational resources and may not ultimatelyltes the return on investment that is anticipatédrther, continued growth may cause a
significant strain on our infrastructure, intersgktems and managerial resources. To manage outigedfectively, we must continue to
improve and expand our infrastructure, includinigimation technology and processes, financial dpeyand administrative systems and
controls, and continue managing headcount andatapian efficient manner. We plan to upgrade aqahad our information technology
systems and underlying business processes, whitheadostly and disruptive to our business andinability to do so could harm our
business. Similarly, revenues may not grow at ficseit rate to absorb the costs associated wignger overall headcount. In addition, we
must continue to evolve our processes to take dadgarof automation tools as the size of our busigesws. As our business becomes
increasingly more complex, our ability to forecastl effectively control our operating expenses bexomore challenging.

We have a Shared Services Center (“SSC”) in Beiffgina, where we perform certain accounting, oeagry and other functions
previously performed in regional headquarter laratiand we may expand our SSC
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operations in the future. Efforts to globalize #nebared functions into one location may not yib&lintended benefits and could result in
higher turnover than planned, which could havedreese effect on these functions during the traorsitn addition, if the controls we put in
place with respect to the SSC fail to operate #ffely, our business and results of operationsa el harmed.

We have in the past, and we may again in the futomglement restructuring plans to eliminate oocete positions in order to reallocate
resources to more strategic growth areas of thiméss and to reduce our operating costs. Suchuobsting actions resulted in charges to
operations of $22.0 million, $9.4 million and $8nlllion during the years ended December 31, 2002,12and 2010, respectively. Any
organizational disruptions associated with restmiiey activities would require increased managenattiention and financial expenditures
which may impact our operations.

We have limited supply sources for some key componts of our products and services and for the outsildevelopment and
manufacture of certain of our products, and our opeations could be harmed by supply or service intemaptions, component defects or
unavailability of these components or products.

Some key components used in our products are clyrgrailable from only one source and others amglable from only a limited
number of sources, including some key integratezlité and optical elements. Because of such lavsteurces for component parts, we may
have little or no ability to procure these partsfawvorable pricing terms. We also obtain certaimponents from suppliers in China, Japan, an
certain Southeast Asia countries, and any polibcaconomic instability in these regions in theufe, natural disasters, disruptions associatec
with infectious diseases, or future import resimics, may cause delays or an inability to obta@séhsupplies. Further, we have suppliers in
Israel and the military action in Iraq, Libya, Afghistan or war with other Middle Eastern countgesceived as a threat by the United States
government may cause delays or an inability toinlstapplies for our UC platform products.

We have no raw material supply commitments fromsuppliers and generally purchase components amchgse order basis either
directly or through our contract manufacturers. 8afthe components included in our products, siscmicroprocessors and other integrated
circuits, have from time to time been subject toitéd allocations by suppliers. In addition, comiparwith limited or uncertain financial
resources manufacture some of these componentheFuve do not always have direct control oversiyeply chain, as many of our
component parts are procured for us by our contractufacturers. In the event that we, or our cahtr@anufacturers, are unable to obtain
sufficient supplies of components, develop altémeagources as needed, or companies with limiteahfiial resources go out of business, our
operating results could be seriously harmed. Initaig we may incur additional costs to resolvesthsupply shortages, which would
negatively impact our gross margins.

We have strategic relationships with third part@develop and manufacture certain products fofrhe.loss of any such strategic
relationship due to competitive reasons, contradisputes, the financial instability of a strategiartner or their inability to obtain any
financing necessary to adequately fund their opmrst could have a negative impact on our abibtpitoduce and sell certain products and
product lines and, consequently, would adversdicabur revenues and results of operations.

We are dependent upon third parties to providenzamaged services for our immersive telepresenadupts. Any disruption in our
managed services for our customers may materidirgrsely affect our ability to sell our immersiwdepresence products.

Additionally, our HDX solutions and network syst@moducts are designed based on digital signal pemee and integrated circuits
produced by Texas Instruments and cameras prodycddC. If we could no longer obtain integratectaits or cameras from these suppliers,
we would incur substantial expense and take sutistdime in redesigning our products to be commativith components from other
manufacturers, and we might not be successful taiming these components from alternative sountestimely or cost-effective
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manner. The failure to obtain adequate suppliastalf components could prevent or delay produgpistants, which would harm our business.
We also rely on the introduction schedules of simecomponents in the development or launch of peslucts. Any delays in the availabi
of these key components could harm our business.

Our operating results would be seriously harmedeogipt of a significant number of defective com@uais or components that fail to
fully comply with environmental or other regulatagquirements, an increase in component pricesioinability to obtain lower component
prices in response to competitive price reductions.

If we experience manufacturing disruptions or capaity constraints or our manufacturers fail to comply with laws or standards, our
business would be harmed.

We subcontract the manufacture of most of our prtedto Celestica, Askey, Flextronics, Foxconn afi@th, which are all third-party
contract manufacturers. We use Celestica’s fagdlith Thailand and China, Flextronics’ facilitisshNlexico and Askey’s, Foxconn’s, and
VTech's facilities in China. Should there be angrdption in the ability of these third party maraitaers to conduct business for any reason,
our business and results of operations would beédr While we have begun to develop secondary maatwing sources for certain products,
Celestica’s facilities are currently the manufaetuor substantially all of these products, an@édestica experiences an interruption in
operations, suffers from capacity constraintssatherwise unable to meet our current or futucglpction requirements we would experien
delay or inability to ship our products, which wdiiave an immediate negative impact on our reverMesover, any incapacitation of any of
our or our subcontractorganufacturing sites due to destruction, naturastes or similar events could result in a lossrofipct inventory. A:

a result of any of the foregoing, we may not beablmeet demand for our products, which could treglg affect revenues in the quarter of
the disruption or longer depending upon the mageitof the event, and could harm our reputatiomddition, operating in the international
environment exposes us to certain inherent risicduding unexpected changes in regulatory requirgsngnd tariffs, difficulties in staffing and
managing foreign operations and potentially adveEageonsequences, all of which could harm ourriassi and results of operations.

In addition, we expect our contractors to meetaterstandards of conduct, including standardsedltd the environment, health and
safety and general working conditions and compganith laws. Significant or continuing noncomplieraf such standards or applicable laws
could harm our reputation or cause us to experidigraptions that could harm our business and testiloperations. For example, the SEC
adopted rules imposing diligence and disclosurairements around the use of “conflict mineralsthe products we have manufactured.
While these rules are likely to result in additibtime and cost to diligence our contractors, they also affect the sourcing and availability of
minerals we use in our products. Although we doamticipate any material adverse effects baseti@setrules, we will need to ensure that ou
contractors comply with them. Our failure to timelymply with these rules could result in governnfergs, remediation costs, product delays
loss of customers and damage to our reputatiorghwdould have a material adverse effect upon osinless and results of operations.

We face risks relating to changes in rules and redations of the FCC and other regulatory agencies.

Our products and services are subject to varioderés, state, local, and foreign laws and regutati€ompliance with current laws and
regulations has not had a material adverse effecuo financial condition. However, new laws anguiations or new or different
interpretations of existing laws and regulationsldaleny or delay our access to certain marketeauire us to incur costs or become the basi
for new or increased liabilities that could haveaterial adverse effect on our financial conditionl results of operations.

The telecommunications industry is regulated byRéderal Communications Commission (“FCC") in tha@teld States and similar
government agencies in other countries and is sttijechanging political, economic, and regulatoffuences. Changes in
telecommunications requirements, or regulatory irequents in other
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industries in which we operate now or in the futumehe United States or other countries couldemally adversely affect our business,
operating results, and financial condition, inchglbur newly acquired managed services offeringthén, changes in the regulation of our
activities, such as increased or decreased regulaffecting prices, could also have a materiakask effect upon our business and results of
operations.

If we have insufficient proprietary rights or if we fail to protect those rights we have, our businessould be materially impaired.

We rely on third-party license agreements and teatidn or impairment of these agreements may cdak®ys or reductions in product
introductions or shipments which could harm ouribass.

We have licensing agreements with various suppl@rsoftware incorporated into our products. ladigidn, certain of our products are
developed and manufactured based largely or sofethird-party technology. These third-party softevhicenses and arrangements may not
continue to be available to us on commercially seable or competitive terms, if at all. The terntio@ or impairment of these licenses could
result in delays or reductions in new product idtrctions or current product shipments until eqémakoftware could be developed, licensed
and integrated, which could harm our business asdlts of operations. Further, if we are unableltmin necessary technology licenses on
commercially reasonable or competitive terms, wadbe prohibited from marketing our products, mf¢o market products without certain
features, or incur substantial costs to redesigrpmducts, defend legal actions, or pay damageaddlition, some of our products may include
“open source” software. Our ability to commercializroducts or technologies incorporating open sosoftware may be restricted because,
among other factors, open source license termsh@anclear and may result in unanticipated obligetiregarding our product offerings.

We rely on patents, trademarks, copyrights anddrsekcrets to protect our proprietary rights whichymot be sufficient to protect our
intellectual property.

We rely on a combination of patent, copyright, &nadrk and trade secret laws and confidentialitggdares to protect our proprietary
rights. Others may independently develop similappietary information and techniques or gain actessaur intellectual property rights or
disclose such technology. In addition, we cannstigsyou that any patent or registered trademariedvioy us will not be invalidated,
circumvented or challenged in the U.S. or foreigardries or that the rights granted thereunderpvdlvide competitive advantages to us or
any of our pending or future patent application @ issued with the scope of the claims soughigyif at all. Furthermore, others may
develop similar products, duplicate our productdesign around our patents. In addition, foreigeliactual property laws may not protect our
intellectual property rights. Litigation may be essary to enforce our patents and other intelleptagerty rights, to protect our trade secrets,
to determine the validity of and scope of the pietary rights of others, or to defend against ckaohinfringement or invalidity. Litigation
could result in substantial costs and diversioregburces which could harm our business, and wiel edtimately be unsuccessful in protect
our intellectual property rights. Further, our ifeetual property protection controls across owbgl operations may not be adequate to fully
protect us from the theft or misappropriation of oellectual property, which could adversely hayur business.

We face intellectual property infringement clainmlather litigation claims that might be costlyrésolve and, if resolved adversely, may h
our operating results or financial condition.

We are a party to lawsuits (patent-related andratise) in the normal course of our business. Tlealts of, and costs associated with,
complex litigation matters are difficult to predieind the uncertainty associated with substantiedsolved lawsuits could harm our business,
financial condition, and reputation. Negative depehents with respect to pending lawsuits could eaus stock price to decline, and an
unfavorable resolution of any particular lawsuitltbhave an adverse effect on our business anttsedwperations. In addition, we may
become involved in regulatory investigations oresthovernmental or private legal proceedings, whimhld be distracting, expensive and time
consuming for us, and if public, may also causestock price to be negatively impacted. We expeat the number and significance of claims
and legal
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proceedings that assert patent infringement clainther intellectual property rights covering guoducts, either directly against us or agains
our customers, will increase as our business expaky claims or proceedings against us, whetheiton®us or not, could be time
consuming, result in costly litigation, requirergificant amounts of management time, result indiversion of significant operational
resources, or require us to enter into royaltyiaarising agreements or pay amounts to third pastiesuant to contractual indemnity provisic
Royalty or licensing agreements, if required, maybe available on terms favorable to us or atfallunfavorable outcome in any such claim
or proceeding could have a material adverse impaciur financial position and results of operatitorsthe period in which the unfavorable
outcome occurs, and potentially in future peridelgther, any settlement announced by us may expote further claims against us by third
parties seeking monetary or other damages whian Ewnsuccessful, would divert management aterftiom the business and cause us to
incur costs, possibly material, to defend such ensit

If we fail to manage our exposure to the volatilityand economic uncertainty in the global financial rarketplace successfully, our
operating results could be adversely impacted.

We are exposed to financial risk associated wighgliobal financial markets, which includes volafiin interest rates, uncertainty in the
credit markets and instability in the foreign cueg exchange market.

Our exposure to market rate risk for changes er@st rates relates primarily to our investmentfplio. The primary objectives of our
investment activities are to preserve principalimaan adequate liquidity and portfolio diversiftaan while at the same time maximizing yie
without significantly increasing risk. To achievese objectives, a majority of our marketable itmesits include debt instruments of the U.S.
government and its agencies, investgmatde corporate debt securities, bank certificateeposit and money market instruments denomi
in U.S. dollars.

The valuation of our investment portfolio is subjecuncertainties that are difficult to predicadtors that may impact its valuation
include changes to credit ratings or quality of $beurities, interest rate changes, the ongoieggth and quality of the global credit market
and liquidity. All of the securities in our invesémt portfolio are investment-grade rated, but tistability of the credit market could impact
those ratings and our decision to hold these s&esirif they do not meet our minimum credit ratieguirements. If we should decide to sell
such securities, we may suffer losses in prinoipdle that have significantly declined in value doi¢he declining credit rating of the securi
and the ongoing strength and the global financedkets as a whole. If the carrying value of ouestments exceeds the fair value, and the
decline in fair value is deemed to be other-thanperary, we will be required to write-down the valof our investments. For the year ended
December 31, 2012, we did not recognize any otten-temporary impairment or losses on our investsien

With the instability in the financial markets, weutd incur significant realized or other than temgyg impairment losses associated with
certain of our investments which would reduce atrincome. We may also incur further temporary impant charges requiring us to record
additional unrealized loss in accumulated otherm@mensive income.

Delays or loss of government contracts or failureat obtain required government certifications could lave a material adverse effect on
our business.

We sell our products indirectly and provide sersite governmental entities in accordance with geregulated contractual
arrangements. While reporting and compliance witbegnment contracts is both our responsibility treresponsibility of our partner, or our
partner’s lack of reporting or compliance could é@n impact on the sales of our products to govemmagencies. Further, the United States
Federal government has certain certification amdliypct requirements for products sold to them. Ifareeunable to meet applicable certifica
or other requirements within the timeframes spedifiy the United States Federal government, arritompetitors have certifications for
competitive products for which we are not yet diedi, our revenues and results of operations wbelddversely impacted.
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We are required to evaluate our internal control oer financial reporting under Section 404 of the Sdvanes-Oxley Act of 2002 and any
adverse results from such evaluation could resulhia loss of investor confidence in our financial rgorts and have an adverse effect on
our stock price.

Pursuant to Section 404 of the Sarbanes-Oxley A2002 (“Section 404”), we are required to furnsheport by our management on our
internal control over financial reporting. Suchagpcontains, among other matters, an assessméme effectiveness of our internal control
over financial reporting as of the end of our flsggar, including a statement as to whether oromotinternal control over financial reporting is
effective. This assessment must include disclostismy material weaknesses in our internal coravelr financial reporting identified by
management. While we were able to assert in ounahReport on Form 10-K for the fiscal year endest®&mber 31, 2012, that our internal
control over financial reporting was effective dbecember 31, 2012, we must continue to monitar @sess our internal control over
financial reporting. In addition, our control framerk may suffer if we are unable to adapt our aarflamework appropriately as we continue
to grow our business. If we are unable to assahinfuture reporting period that our internal ecohbver financial reporting is effective (or if
our independent registered public accounting femnable to express an opinion on the effectiveagssr internal controls), we could lose
investor confidence in the accuracy and completengésur financial reports, which would have anexde effect on our stock price.

Changing laws and increasingly complex corporate gernance and public disclosure requirements coulddve an adverse effect on our
business and operating results.

Changing laws, regulations and standards, inclutlinge relating to corporate governance, sociarenmental responsibility,
anticorruption and public disclosure and newly ¢@@dSEC regulations, have created additional canpé requirements for us. Our efforts to
comply with these requirements have resulted imarease in expenses and a diversion of managesrténg from other business activities.
While we believe we are compliant with laws andutations in jurisdictions where we do businessmuest continue to monitor and assess ou
compliance in the future, and we must also contiouexpand our compliance procedures. Any failimebese procedures in the future could
result in time consuming and costly activities,gmiial fines and penalties, and diversion of managg time, all of which could hurt our
business.

Changes in existing financial accounting standardsr practices may adversely affect our results of ggrations.

Changes in existing accounting rules or practines; accounting pronouncements, or varying integpiats of current accounting
pronouncements could have a significant adversetedin our results of operations or result in clegrtg our business operations in support of
such changes. Further, such changes could potgrafédct our reporting of transactions completefooe such changes are effective.

Changes in our tax rates could adversely affect oduture results.

We are a U.S. based multinational company subgeiet¢ in multiple U.S. and foreign tax jurisdictgrnanticipated changes in our tax
rates could affect our future results of operati@hgr future effective tax rates, which are difftaio predict, could be unfavorably affected by
changes in, or interpretation of, tax rules andil&ipns in the jurisdictions in which we do busisgby unanticipated decreases in the amoun
of revenue or earnings in countries with low statyitax rates, by changes in the valuation of mfeded tax assets and liabilities, or by lapse:
of the availability of the U.S. research and depsient tax credit, which occurred for 2012 but weisstated on January 2, 2013 as part of the
“American Taxpayer Relief Act of 2012The new law provides for an extension of the feldersearch credit retroactive for 2012 and exte!
through 2013. Further, the accounting for stock jgpensation expense in accordance with ASC 718 acelrtain tax positions in accordance
with ASC 740 could result in more unpredictabilityd variability to our future effective tax rates.

We are also subject to the periodic examinatioousfincome tax returns by the Internal Revenue iBemnd other tax authorities, and in
some cases, we have received additional tax aseatsriVe regularly assess
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the likelihood of adverse outcomes resulting frin@ste examinations to determine the adequacy gfrowision for income taxes. We may
underestimate the outcome of such examinationshyffisignificant, would have a material adversteefon our results of operations and
financial condition.

Business interruptions could adversely affect our perations.

Our operations are vulnerable to interruption log,fearthquake, or other natural disaster, quaresmtr other disruptions associated with
infectious diseases, national catastrophe, tetracisvities, war, ongoing disturbances in the MédBast, an attack on Israel, disruptions in our
computing and communications infrastructure dugawer loss, telecommunications failure, human epbysical or electronic security
breaches and computer viruses (which could leaweilnerable to the loss of our intellectual propent the confidential information of our
customers, disruption of our business activities potential litigation), and other events beyond @antrol. We have a business continuity
program that is based on enterprise risk assessmigch addresses the impact of natural, technoédginanmade and geopolitical disasters
our critical business functions. This plan helpslfimte the continuation of critical business ditigs in the event of a disaster but may not
prove to be sufficient. In addition, our busingggiruption insurance may not be sufficient to cengate us for losses that may occur, and an
losses or damages incurred by us could have aialadrerse effect on our business and resultpefations. Further, given our linearity, any
interruption of our business, business processegstems late in a fiscal quarter could potentiaigatively impact our financial results for
such period.

In the case of our managed services business, it dailure or downtime could affect a signifiigportion of our customers. Since our
ability to attract and retain customers dependswrability to provide customers with highly relialservice, even minor interruptions could
harm our reputation or cause us to miss contractajations, which could have a material advefésceon our operating results and our
business.

Our cash flow could fluctuate due to the potentiallifficulty of collecting our receivables and managig our inventories.

Over the past few years, we have made significavgistments in EMEA and Asia to expand our busiireisese regions. In EMEA and
Asia, as with other international regions, creelitris are typically longer than in the United Staldwrefore, as Europe, Asia and other
international regions have grown as a percentageiofevenues, accounts receivable balances haexeaged as compared to previous years,
and we expect this trend to continue. As a resdthave seen our days sales outstanding increétkeugh from time to time we have been
able to largely offset the effects of these infleemthrough additional incentives offered to chapaetners at the end of each quarter in the
form of prepay discounts, these additional incezgtilave lowered our profitability. In addition, aomic uncertainty or a downturn in
technology spending in the United States and atbentries could restrict the availability of capitahich may delay our collections from our
channel partners beyond our historical experiemgaay cause companies to file for bankruptcy. Eithdelay in collections or bankruptcy
would harm our cash flow and days sales outstangmfprmance.

In addition, as we manage our business and focshorter shipment lead times for certain of ourdpiais and implement freight cost
reduction programs, our inventory levels may insegaesulting in decreased inventory turns thaldcoegatively impact our cash flow. We
believe inventory turns will continue to fluctuatepending upon our ability to reduce lead timesyelsas due to changes in anticipated
product demand and product mix and the mix of odegght versus air freight.
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Our stock price fluctuates as a result of the condut of our business and stock market fluctuations athmay be extremely volatile.

The market price of our common stock has from timéme experienced significant fluctuations. Tharket price of our common stock
may be significantly affected by a variety of fastancluding:

e statements or changes in opinions, ratings or egsnestimates made by brokerage firms or industayyats relating to the market in
which we do business, including competitors, pasnsuppliers or telecommunications industry lesdermelating to us specificall

* the announcement of new products, product enhamgsroe acquisitions by us or by our competitors;
» technological innovations by us or our competitors;
e quarterly variations in our results of operations;

« failure of our future operating results to meetextations of stock market analysts or investors¢hvts inherently subject to greater
risk and uncertainty as expectations increasenpfiaancial guidance we may provide to the mar

» general market conditions or market conditions gjgeto technology industries; and

» domestic and international macroeconomic factors.

In addition, the stock market has in the past @gpeed significant price and volume fluctuationiated to general economic, political
and market conditions. These fluctuations haveahadbstantial effect on the market prices for ntaigh technology companies like us and are
often unrelated to the operating performance okglexific companies. As with the stock of many ofhblic companies, the market price of
our common stock continues to be volatile. Thisessive volatility in our stock price is unpredid@abnd may continue for an indefinite period
of time.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2. PROPERTIES

Our properties consist primarily of leased fa@htifor sales, research and development, logistibsjnistrative, and technical support
personnel. Our global headquarters are currentigtéal in San Jose, California in facilities that@omodate our executive and administrative
operations. We occupy additional facilities in $aancisco and Tracy, California to house reseanchdevelopment, manufacturing,
marketing, sales, and customer support operations.

We also occupy facilities in various U.S. locatipimeluding Andover, Massachusetts; Atlanta, Gemrgiustin, Texas; Burlington,
Massachusetts; Chicago, lllinois; Corvallis, Oregoallas, Texas; El Segundo, California; Englewootio; Herndon, Virginia; Houston,
Texas; Irvine, California; New York, New York; Sdaf Washington and Westminster, Colorado.

Outside of the U.S. we occupy facilities in Argeati Australia, Brazil, Belgium, Canada, China, DarknFrance, Germany, Hong Kol
Indonesia, India, Israel, Italy, Japan, Mexico,éelands, Poland, Russia, Singapore, South Kopin SSweden, Switzerland, Taiwan,
Thailand, United Arab Emirates, United Kingdom, afidtnam.
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The following table presents the approximate sqfmotage of our facilities as of December 31, 2012:

Leased Square

Footage
Location Approximate)1
Americas 801,77t
EMEA 169,79:
APAC 428,53.
Total 1,400,09

1 Leased Square Footage excludes executive suitdsactive facilities

Our facilities are leased pursuant to agreemeatsetkpire beginning in 2013 and extend out to 2@ Note 10 of Notes to
Consolidated Financial Statements. We believedhaturrent facilities are adequate to meet oudséer the foreseeable future and that
suitable additional or alternative space will baikble in the future on commercially reasonabtenteas needed.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we are involved in claims angllieproceedings that arise in the ordinary coufdmusiness. We expect that the
number and significance of these matters will inseeas our business expands. In particular, wecetg@éace an increasing number of patent
and other intellectual property claims as the nundf@roducts and competitors in Polycom'’s indugfrgws and the functionality of video,
voice, data and web conferencing products oveAap.claims or proceedings against us, whether wréoils or not, could be time consuming,
result in costly litigation, require significant ammts of management time, result in the diversiosignificant operational resources, or require
us to enter into royalty or licensing agreementgcthif required, may not be available on termsfable to us or at all. If management
believes that a loss arising from these mattgpsdbable and can be reasonably estimated, we recaskerve for the loss. As additional
information becomes available, any potential liffoilelated to these matters is assessed and tingagss revised. Based on currently available
information, management does not believe that lin@ate outcomes of these unresolved matters, iddally and in the aggregate, are likely
have a material adverse effect on the Company&nifiral position, liquidity or results of operatiomtowever, litigation is subject to inherent
uncertainties, and our view of these matters maygé in the future. Were an unfavorable outcomatuir, there exists the possibility of a
material adverse impact on our financial positiod eesults of operations or liquidity for the pefio which the unfavorable outcome occurs o
becomes probable, and potentially in future petiods

On May 11, 2012, we announced that we had entatediiPurchase and Sale Agreement (the “Purchass=Agnt”) with Mobile
Devices Holdings, LLC (“MDH"), a Delaware limitedhbility corporation, pursuant to which we agreedlivest our enterprise wireless voice
solutions business to an affiliate of Sun CapitattiRers, Inc. On August 21, 2012, we filed a latvBuDelaware Chancery Court to enforce the
terms of the Purchase Agreement. On October 22,204 entered into a settlement agreement with MDH Sun Capital Partners V, L.P. to
settle the claims raised in such lawsuit. On Oat@e 2012, as a result of the settlement, thel@awgs dismissed with prejudice. The
divestiture was subsequently completed on Decerhzd12.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER

PURCHASES OF EQUITY SECURITIES
Price Range of Common Stock

Our common stock is traded on the NASDAQ Globae8eMarket under the symbol PLCM. The followingleapresents the high and
low sale prices for our common stock for the pesiodiicated, as adjusted for the two-for-one styik effective July 1, 2011.

Year Ended December 31, 2011
First Quartel

Second Quarte

Third Quartel

Fourth Quarte

Year Ended December 31, 201
First Quartel

Second Quarte

Third Quartel

Fourth Quarte

Year Ending December 31, 2013:
First Quarter (through February 1, 20:

On February 1, 2013, the last reported sale pficeiocommon stock as reported on the NASDAQ Gl@slect Market was $10.66 per

High

$26.0¢
32.4¢
34.3(
22.7¢

$22.3¢
19.3(
12.0¢
11.17

$11.9¢

Low

$19.0¢
22.7:
18.0¢
14.4%

$15.61
9.7¢
7.4
9.0

$10.5%

share. As of December 31, 2012, there were appairisn1,046 holders of record of our common st®&gcause many of our shares of
common stock are held by brokers and other ingiitaton behalf of stockholders, we are unable timese the total number of stockholders

represented by these record holders.

Dividend Policy

We have never declared or paid any cash dividenolorapital stock and do not anticipate, at tinieet paying any cash dividends on

capital stock in the near future. We currently imté¢o retain any future earnings for use in ouiiless, future acquisitions or future purchases

of our common stock.

Recent Sales of Unregistered Securities
There were no unregistered sales of equity seesiiiti fiscal 2012.

Share Repurchases

The following table provides a month-to-month surmyr the stock repurchase activity based uporesatint date during the fourth

quarter ended December 31, 2012:

Total

Number of Average
Shares Price Paid pet
Period Purchased(1)(2 Share(1)(2)
10/1/12 to 10/31/12 3,33¢ $ 10.0¢
11/1/12 to 11/30/1. 75,87¢ $ 10.3:
12/1/12 to 12/31/1. 475,50: $ 10.54
Total 554,72: $ 10.51
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Total Number of
Shares Purchased
as Part of Publicly

Announced Plan(2

474,40
474,401

Approximate
Dollar Value of Shares
that May Yet be
Purchased
Under the Plan(2)
$ 28,057,00
$  28,057,00
$  72,787,00
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(1) Includes 80,321 shares repurchased in Octbbeugh December 2012 to satisfy tax withholdinggdtions as a result of the vesting of
performance shares and restricted stock L

(2) In May 2008, we announced that our Board oEBtiors approved a share repurchase plan under Wbigicom at its discretion may
purchase shares in the open market from time te wiith an aggregate value of up to $300.0 millitthg 2008 share repurchase plan”).
In addition, our Board of Directors approved arr@ase in its current share repurchase authorizaiorclude the $49.7 million of net
proceeds from the sale of the EWS business. AseéBiber 31, 2012, the Company was authorized tthpse up to an additional $72.8
million in the open market under the 2008 sharemremase plan. Repurchased shares of common steelblean retired and reclassified
as authorized and unissued shares. The 2008 ganmehase plan does not have an expiration datés boited by the dollar amount
authorized

Stock Performance Graph

The performance graph shall not be deemed “filed’plurposes of Section 18 of the Securities Exchak of 1934, as amended, or
otherwise subject to the liabilities under thatti®eg and shall not be deemed to be incorporateefeyence into any filing of the Company
under the Securities Act of 1933, as amended,eE#thange Act.

The stock price performance graph depicted beldlwats a five-year comparison of the cumulativakshareholder return (change in
stock price plus reinvestment dividends) on Polyocmmmon stock with the cumulative total returnshef Nasdag Composite Index and the
Morgan Stanley High Technology Index. The perforoeagraph covers the period from December 31, 20@agh the fiscal year ended
December 31, 2012.

The graph assumes that $100 was invested on Dec&hp2007, in the Company’s common stock or irhezfandexes and that all
dividends were reinvested. No cash dividends haes lheclared on Polycom common stock.

re Tolal Fetum
ol S0

Compaison ol & Year Cu
Assmes nial lm
[hmosmber 2013

Y i P A5 T4 o Told Flelurms wgly= Mg 0 Slenidery Hgh Technddogy ales

The stock price performance shown on the grapbtisndicative of future price performance. Inforimatused in the graph was obtained
from a third party investment research firm, a seurelieved to be reliable, but the Company isregponsible for any errors or omissions in
such information.

39



Table of Contents

ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated financial dgttauld be read in conjunction with our Consolidaftathncial Statements and the
related notes thereto and with Management’s Disocnsnd Analysis of Financial Condition and Resoft©perations, which are included

elsewhere in this Form 10-K.

Consolidated Statement of Operations Datz
Revenue:
Product revenue
Service revenue
Total revenue:
Cost of revenue
Cost of product revenus
Cost of service revenur
Total cost of revenue
Gross profit
Operating expense¢
Sales and marketir
Research and developmt
General and administrati
Acquisitior-related cost
Amortization of purchased intangibl
Restructuring cosl
Litigation reserves and paymel
Total operating expens:
Operating incom:
Interest and other income (expense),
Income from continuing operations before providionincome taxe:
Provision for income taxe
Net income (loss) from continuing operatic
Income (loss) from operations of discontinued opena, net of taxe
Gain from sale of discontinued operations, netgés
Net income

Basic net income (loss) per she
Net income (loss) per share from continuing opere
Income (loss) per share from discontinued operatinat of taxe
Gain per share from sale of discontinued operatioesof taxe:

Basic net income per she

Diluted net income (loss) per sha
Net income (loss) per share from continuing opere
Income (loss) per share from discontinued operatinat of taxe
Gain per share from sale of discontinued operatioesof taxe:

Diluted net income per sha

Weighted average shares outstanding for basimnetrie per share
Weighted average shares outstanding for dilutedheeme per share

Year Ended December 31

2012 2011 2010 2009 2008
(in thousands, except per share datz
$1,042,48. $1,138,050 $ 937,18: $724,45  $806,26:
350,14 264,13¢ 181,68( 148,46( 124,27
1,392,62¢ 1,402,18  1,118,87. 872,91° 930,53°
426,36 439,99! 353,27 291,34: 315,29
142,82° 103,93( 85,311 66,43¢ 59,95/
569,19¢ 543,92! 438,59( 357,78 375,24¢
823,43. 858,26 680,28: 515,13 555,28¢
464,35! 428,82¢ 371,48t 269,87 289,93t
208,51( 190,32: 137,96! 106,45: 117,72:
98,28t 81,66: 73,37¢ 52,49: 58,10¢
14,06« 9,68¢ — — 162
9,83( 5,542 1,40( 1,47¢ 2,57
22,02 9,39¢ 8,13¢ 15,93¢ 10,31¢
— — 1,23¢ 70C 7,401
817,06¢ 725,43 593,60t 446,92! 486,22:
6,36¢ 132,82¢ 86,67¢ 68,21: 69,06¢
(3,86¢) (1,672 (7,862 (2,010 2,551
2,49¢ 131,15 78,81« 66,20: 71,61,
38,05¢ 5,24¢€ 12,15¢ 14,67¢ 8,83¢
(35,559 125,90¢ 66,65¢ 51,52 62,77¢
9,88¢ 9,90¢ 1,754 (1,649 12,91¢
35,42t — — —
$ 9,75t $ 13581 $ 68,40¢ $ 49,87¢ $ 75,69¢
$ ©20%$ 071 $ 03¢ $ 031 $ 037
0.0€ 0.0€ 0.01 (0.0)) 0.0¢
0.2C — — — —
$ 0.06 $ 0.77 $ 04C $ 03C $ 044
$ (020% 065 $ 038 $ 03 $ 0.3€
0.0€ 0.0F 0.01 (0.01) 0.07
0.2C — — — —
$ 0.0¢ $ 0.7¢ $ 03 $ 02¢ $ 0.4
176,87¢ 176,42¢ 170,66: 167,99¢ 171,23:
176,87¢ 181,19! 176,37( 171,11¢ 174,49:

* Shares have been retrospectively adjusted tecethe two-for-one split which was effective otyJL, 2011. See Note 1 of Notes to

Consolidated Financial Statemer
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Note as a result of the net loss from continuingrapons for 2012, all potentially issuable comnsbares have been excluded from the
diluted shares used in the computation of earnegshare for those periods as their effect wasdélntive.

December 31
2012 2011 2010 2009 2008
(in thousands)

Consolidated Balance Sheet Dat¢

Cash, cash equivalents and s-term investment $ 674,26¢ $ 534,66 $ 494,14. $ 454,58 $ 317,87t
Working capital 717,56! 633,25( 543,75 462,49( 370,08:
Total asset 1,915,35: 1,844,80! 1,547,40! 1,385,90. 1,277,68.
Total lon¢-term obligations 128,97- 113,53: 86,59¢ 88,46( 95,14(
Total stockholder equity 1,430,68! 1,370,111 1,174,971 1,053,85. 968,34

Note that our consolidated statement of operatitata includes the results of businesses acquioed thheir acquisition dates, with the
most recent acquisitions in 2011. See Note 2 oébltd Consolidated Financial Statements for furtlegails. In addition, certain consolidated
financial data for 2008 to 2011 has been reclassiid conform to the current year presentationrasalt of the discontinued operations
discussed in Note 3 of Notes to Consolidated FiishiStatements.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

YOU SHOULD READ THE FOLLOWING DISCUSSION AND ANASYIS CONJUNCTION WITH OUR CONSOLIDATED
FINANCIAL STATEMENTS AND RELATED NOTES. EXCEPT RGBHORICAL INFORMATION, THE FOLLOWING DISCUSSI
CONTAINS FORWARD-LOOKING STATEMENTS WITHIN THE ME&NOF SECTION 27A OF THE SECURITIES ACT OF 193B AN
SECTION 21E OF THE SECURITIES EXCHANGE ACT OF 1M9844EN USED IN THIS REPORT, THE WORDS “MAY,” “BELEV
“COULD,” “ANTICIPATE,” “WOULD,"” “MIGHT,” “PLAN,” “E ~ XPECT,” “WILL,” “INTEND,” “POTENTIAL,” “OBJECTIVE,”
“STRATEGY,” “GOAL,” “SHOULD,” “VISION,” “DESIGNED,” AND SIMILAR EXPRESSIONS OR THE NEGATIVE OF THESEMIS
ARE INTENDED TO IDENTIFY FORWAI-LOOKING STATEMENTS. THESE FORWARD-LOOKING STATEMENNCLUDING,
AMONG OTHER THINGS, STATEMENTS REGARDING OUR AWNTED PRODUCTS, CUSTOMER AND GEOGRAPHIC REVE
LEVELS AND MIX, GROSS MARGINS, OPERATING COSTSEBNIENSES AND OUR CHANNEL INVENTORY LEVELS, INVC
RISKS AND UNCERTAINTIES. OUR ACTUAL RESULTS MAFER-SIGNIFICANTLY FROM THOSE PROJECTED IN THE FORB-
LOOKING STATEMENTS. FACTORS THAT MIGHT CAUSE FUTBRBULTS TO DIFFER MATERIALLY FROM THOSE DISCUSISE
THE FORWARD-LOOKING STATEMENTS INCLUDE, BUT ARE NIIITED TO, THOSE DISCUSSED IN “RISK FACTORS” INIS
DOCUMENT, AS WELL AS OTHER INFORMATION FOUND ELSEWH IN THIS ANNUAL REPORT ON FORN-K.

Overview

We are a global leader in open, standards-baséi@édisommunications and collaboration (“UC&C”) stiins for voice and video
collaboration. Our solutions are powered by they8wh® RealPresen& Platform, comprehensive softiwfrestructure and rich application
programming interfaces (“APIs”) that interoperatétma broad set of communication, business, mohite, cloud applications and devices to
deliver secure face-to-face video collaboratioroasdifferent environments. With Polyc®n RealPresérvideo and voice solutions, from
infrastructure to endpoints for all environmentsgple all over the world can collaborate face-twefwithout being in the same physical
location. Individuals and teams can connect, conicati®, and collaborate through a high-definitiosual experience from their desktops,
meeting rooms, classrooms, home offices, mobilécésyweb browsers, and specialized solutions agahdeo carts for healthcare
applications. By removing the barriers of distaand time, connecting experts to where they areewatbst, and creating greater trust and
understanding through visual connection, we enpbtple to make better decisions faster and to aser¢heir productivity while saving time
and money and being environmentally responsible.
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We sell our solutions globally through a high-tosetles model that leverages our broad network aficél partners, including
distributors, value-added resellers, system integsaleading communications services providerd,ratailers. We manufacture our products
through an outsourced model optimized for quali®iability, and fulfillment agility.

We believe important drivers for the adoption ofydom UC&C solutions include:

growth of video as a preferred method of commuiocatverywhere,

increasing presence of video on the desktop,

growth of video-capable mobile devices (includiagléts and smartphones),
expansion of social business tools with integratetl-based video collaboration,
adoption of UC&C by small and medium businessesgawvérnments globally,
growth of the number of teleworkers globally,

emergence of Bring Your Own Device (BYOD) programbusinesses of all sizes,

demand for UC&C solutions for business-to-busir@samunications and the move of consumer applicatioto the business space,
and

continued commitment by organizations and individta reduce their carbon footprint and expenseshmpsing remote
connectivity over trave

We believe we are uniquely positioned as the UC&Gsgstem partner of choice through our strategithpeships, support of open
standards, innovative technology and customer-cegtrto-market capabilities.

In 2012, we made strategic investments and exeandive key strategic imperatives to capture theerging network effect of UC&C
adoption by enterprise, public sector, service jgens, SMBs, mobile and remote employees, and lsbgfaness users. These five key strat
imperatives included:

Cloud-Based UC&C solutions;

Mobile UC&C solutions;

Focused Ecosystem Partnerships;
Polycom® RealPresen@e Platform; and
Growth Markets.

On December 4, 2012, we completed the sale of miergrise wireless voice solutions (“EWS”) busintsa third party. The decision to
divest EWS reflects our focus on initiatives tha& @xpect to extend our leadership in our core edhiiommunications business. The products
and services that comprise our core unified compatiins business have historically experiencedgepsales growth and higher gross
margins than our EWS products and services. Our px8uct portfolio, which was part of the UC perabdevices product category, incluc
Wi-Fi and DECT handsets, related infrastructure arabssories, and generated revenues of approkriate 1 million, $93.6 million and
$99.6 million, in 2012, 2011, and 2010, respecyjivi¥e have reported the results of operations arah€ial position of EWS as discontinued
operations within the consolidated statements efatpons and balance sheets for all periods predeBee Note 3 of Notes to Consolidated
Financial Statements for further discussion ofdiscontinued operations. The following discussibour results of operations is based upon
the results from our continuing operations unldbgmvise indicated.

Revenues for 2012 were $1.4 billion, a decreas®d million, or 1%, from 2011. On a year-over-ybasis, our total product revenues
declined while service revenues increased in atluwfsegments. The decrease in product revenuepnmaarily a result of lower sales of our
UC group systems products and UC platform
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products, partially offset by an increase in pradagenues from UC personal devices products. tiease in service revenues was driven
primarily by increased maintenance revenues ongaflanstalled base, as well as an increase in geghservice revenues as a result of our
acquisition of the Hewlett-Packard visual collattimma (“HPVC”) business in the third quarter of 2011

Revenues decreased across all of our segmentd tha0compared to 2011. Our Americas, EMEA, and @BRAgment revenues, which
accounted for 49%, 25%, and 26%, respectivelyuofrevenues in 2012, all decreased by 1%, as cadpgar2011. Our Americas segment
revenues were negatively impacted, in part, by ldw&. Federal and public sector revenues. Thardeiti EMEA segment revenues was
driven by a difficult macroeconomic environmenteldecline in our APAC segment revenues was dueapilynto reduced government
spending and elongated sales cycles, particularGhina. Over the past several quarters, we haeisereased conservatism from our China
end users and partners due to the current govetrina@sition. We believe this conservatism will gist through the first quarter of 2013. See
Note 15 of Notes to Consolidated Financial Statamgar further information on our segments, inchgla summary of our segment reveni
segment contribution margin and segment accountsvable. The discussion of results of operatidrib@consolidated level is also followed
by a discussion of results of operations by segruerthe three years ended December 31, 2012.

During 2012, we experienced a slight decline ialtotvenues compared to revenue growth of 25% iri 2hid 28% in 2010. We believe
the revenue decline was due to several factorkjdimg a company and industry transition from pardducts to solution selling which
resulted in some customers requiring additiona¢tiolconsider a more UC&C-centric strategy versaistgproduct or end point only
deployments; lower revenues in our EMEA segmentictgd by the recent economic conditions in Eurapé;lower spending in other key
geographies such as China, India, Australia andltliteed States.

Operating margins decreased by 9 percentage poi@l2 as compared to 2011. These decreasesianaripy due to operating expen:
increasing in absolute dollars by 13% year-overydile revenues were down 1% year-over-year. Qpey@xpenses increased as a
percentage of revenues to 59% in 2012 from 529012 The increases in operating expenses in baiblate dollars and as a percentage of
revenues were primarily due to increased headcmlated costs, including stock-based compensatioreased restructuring costs, including
the consolidation of certain facilities, and ined sales and marketing expenses as a result cdaant rebranding and product launches, as
well as increased telemarketing expenses. Thesesises were in continuing support of our key sgiatmitiatives and in anticipation of
revenue growth. Gross margins were two percentagasplower in 2012 as compared to 2011, which atsttributed to the lower operating
margins. Lower gross margins were primarily dutoteer overall revenue levels and change in prochigtin 2012 as compared to 2011.

During 2012, we generated approximately $187.0aonilin cash flow from operating activities whiclfitea the impact of cash received
from sale of our wireless business, cash paidHaresrepurchases, and other financing and inveatitigities described in further detail under
“Liquidity and Capital Resources,” resulted in @$% million net increase in our total cash anchaaguivalents.
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Results of Operations for the Three Years Ended Dember 31, 2012
The following table sets forth, as a percentag®tafl revenues (unless indicated otherwise), cietad statements of operations date

the periods indicated.

Revenue!
Product revenue
Service revenue
Total revenue
Cost of revenue
Cost of product revenues as % of product reve
Cost of service revenues as % of service reve
Total cost of revenue
Gross profit
Operating expenst
Sales and marketir
Research and developmt
General and administrati
Acquisitior-related cost
Amortization of purchased intangibl
Restructuring cosl
Litigation reserves and paymel
Total operating expens
Operating incom:
Interest and other income (expense),

Income from continuing operations before providionincome taxe:

Provision for income taxe
Income (loss) from continuing operations, net aoime taxe:

Income from operations of discontinued operatioes,of taxes

Gain from sale of discontinued operations, netgés
Net income

Revenue

Year Ended December 31

2012

75%
_25%
10C%

41%
_41%
41%

5%

33%
15%
7%
1%
1%
2%
=%
_5%%
— %
—%
— %
__3%
3)%
1%
3%
__1%

2011

81%
%%
10C%

3%%
39%
3%%

6%

30%
14%
6%
1%

— %
1%
=%
_52%
9%
=%
9%
=%
9%
1%
=%
_16%

2010

84%
_16%
10C%

38%
_4r%
39%

61%

33%
12%
7%
— %
— %
1%
=%
_53%
8%
_()%
7%
_ 1%
6%
— %
=%
__6%

We manage our business primarily on a geographsis barganized into three geographic segmentsn@urevenues, which include
product and service revenues, for each segmesuanenarized in the following table:

$ in thousands
Americas

% of revenue
EMEA

% of revenue
APAC

% of revenue

Total revenue:

Year Ended December 31

2012
$ 689,09¢
49%
$ 345,72:
25%
$ 357,80t
26%

44

2011

$ 693,28¢
49%

$ 347,70
25%

$ 361,19¢
26%

$1,402,18!

2010

$ 586,47
52%

$ 274,22t
25%

$ 258,16!
23%

$1,118,87.

Increase
(Decrease) From

Prior Year
201 2011
(1)% 18%
(1)% 27%
(1)% 40%
(1)% 25%
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Total revenues for 2012 were $1.4 billion, a deseear $9.6 million, or 1%, from 2011. The overadcdease in revenues in 2012 from
2011 was due to decreases in product revenuessdd $llion, or 8%, largely offset by increasesservice revenues of $86.0 million, or 33%,
in 2012 as compared with 2011. Product revenuesdsed in 2012 primarily as a result of decreasesvienues from UC group systems, and
to a lesser extent, decreases in UC platform reaggmartially offset by increased product reverftms UC personal devices. The increases ir
service revenues were primarily due to increaseidter@ance revenues on larger installed base anedsed managed service revenues as a
result of the HPVC business acquisition that we gleted in the third quarter of 2011.

From a segment perspective, total revenues decreasess all segments in 2012 as compared to ZDirlAmericas, EMEA, and APA
segment revenues decreased by $4.2 million, $2l@miand $3.4 million, respectively, in 2012 asmpared to 2011, a sequential decline of
1% year-overyear in each segment. The decreases were drivdadrgased revenues across many of our key geognayalnkets, including th
United States, Australia, Brazil, the Nordics, figldle East/Africa and Turkey, India, Japan, andn@hOverall, product revenues decreased
and service revenues increased across all segine?142 as compared to 2011.

Total revenues for 2011 were $1.4 billion, an iaseof $283.3 million, or 25%, over 2010, drivenitgreases in both product and
services revenues. Product revenues increaseddfy3thillion, or 21%, and service revenues incrédse$82.4 million, or 45%, in 2011 as
compared with 2010. The increase in revenues il 2@ 2010 was across all segments, most predatiyna the APAC segment, primarily
as a result of investments made in our go-to-mar&pabilities which resulted in increased salesmals while average selling prices remainec
relatively stable and, to a lesser extent, drivendvenues from the HPVC acquisition in the thitduder of 2011. Our Americas, EMEA, and
APAC segment revenues increased by $106.8 milboi8%, $73.5 million, or 27%, and $103.0 milli@m,40%, respectively, in 2011 as
compared to 2010. These increases were drivendogared revenues across many of our key geograyakets, including the United States,
China, Australia, Brazil, Russia, the United Kingddndia, Germany, and the Nordics.

In 2012, 2011, and 2010, one channel partner, Szan& Communications, in our Americas segment adeadufor 14% of our total
revenues. We believe it is unlikely that the losargy of our channel partners would have a longiteraterial adverse effect on our
consolidated revenues or segment revenues as iggdehd-users would likely purchase our producisifa different channel partner.
However, a loss of any one of these channel partmild have a material adverse impact duringrtresition period.

In addition to the primary view on a geographici®ase also track revenues by groups of similadpots and services for various
purposes. The following table presents revenuegrfmips of similar products and services:

Increase
(Decrease) From

Year Ended December 31 Prior Year
$ in thousands 2012 2011 2010 2012 2011
UC group systems $ 956,15! $ 971,75 $ 795,80° (2% 22%
UC personal device 180,93¢ 175,67: 139,44¢ 3% 2€6%
UC platform —
255,53t 254,76: 183,61¢ 39%
Total revenue $1,392,62 $1,402,18 $1,118,87. (1)% 25%

UC group systems include all immersive telepresegicip video and group voice systems productsladelated service elements. ~
decrease in UC group systems of $15.6 million,%r i 2012 from 2011 was primarily driven by desesin sales of our group video systt
products and related services in all our geograpdignents and, to a lesser extent, by decreasaemof our group voice systems products
and related services in our Americas and EMEA seggnd@hose decreases were partially offset by as@g in sales
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of our immersive telepresence products and relsdedces across all segments, and, to a lessarteateincrease in sales of group voice
systems products and related services in our AR&nent. The increase in UC group systems of $1m8li@n, or 22%, in 2011 from 2010
was primarily driven by increases in sales of awug video and our immersive telepresence procduudsrelated services and, to a lesser
extent, increases in revenues from our group vmioducts and related services.

UC personal devices include desktop video deviodsdesktop voice products and the related senligrents. The increase in UC
personal devices of $5.3 million, or 3%, in 201@fr2011 was primarily due to increased sales oflesktop voice products and related
services in our Americas and EMEA segments, partidfset by decreased revenues from desktop viideducts and related services in all
geographic segments and, to a lesser extent dedreagenues from desktop voice products and retsadces in APAC. The increase in UC
personal devices of $36.2 million, or 26%, in 2@l/&r 2010 was primarily due to increased salesioflesktop voice products and related
services in all our geographic segments, drivethbycontinued adoption of VolIP.

UC platform includes our RealPresence platform Wward and software products and the related seel@eents. UC platform revenues
remained relatively flat in 2012 as compared tol2@timarily due to increases in revenues fromAmericas and APAC segments being
largely offset by decreases in revenues from ouEEBMegment. The increase in UC platform revenueirafl million, or 39%, in 2011 over
2010 was driven by increased revenues from our ld@gpm products and related services in all ognsents.

Cost of Revenues and Gross Margins

Increase
(Decrease) From

Year Ended December 31 Prior Year
$ in thousands 2012 2011 2010 2012 2011
Product cost of revenues $426,36¢ $439,99! $353,27: B)% 25%
% of product revenue 41% 39% 38% 2pts 1pt
Product gross margir 59% 61% 62% (2)pts (2)pt
Service cost of revenu $142,82° $103,93( $ 85,31% 37% 22%
% of service revenue 41% 39% 47% 2pts (8)pts
Service gross margir 58% 61% 53% (2)pts 8pts
Total cost of revenue $569,19¢ $543,92! $438,59( 5% 24%
% of total revenue 41% 39% 39% 2pts —
Total gross margi 59% 61% 61% (2)pts —

Cost of Product Revenues and Product Gross Margins

Cost of product revenues consists primarily of cettmanufacturer costs, including material anddaitabor, our manufacturing
organization, tooling depreciation, warranty exgerieeight, royalty payments, amortization of certatangible assets, stock-based
compensation costs, and an allocation of overhgpdneses, including facilities and IT costs. Cosprafduct revenues and product gross
margins included charges for stock-based compemsafi$3.6 million, $2.5 million, and $2.3 millidor the years ended December 31, 2012,
2011, and 2010, respectively. Cost of product raesrat the segment level consists of the stanaestd€ product revenues and does not
include items such as warranty expense, royahied the allocation of overhead expenses, inclufiinijties and IT costs.

Overall, product gross margins decreased by 2 ptge points in 2012 as compared to 2011, primdriky to lower than expected
product sales, and increases in amortization aflpaged intangibles and royalties, partially offsetower warranty expense. From a segment
perspective, product gross margins decreased iAmericas and APAC segments and increased in olEAKegment in 2012 as comparet
2011.
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Overall, product gross margins decreased by 1 p&rge point in 2011 as compared to 2010, primally to increases in warranty
expenses and royalties, amortization of purchastashgibles and other cost of sales, partially offisehigher product revenues. From a seg
perspective, product gross margins increased bligkta percentage of revenue in our EMEA and ARA@ments and remained flat in our
Americas segment in 2012 as compared to 2011.

Our December 31, 2012, finished goods inventorgliewere higher than the December 31, 2011 levelsreventory turns decreased
from 6.4 turns at December 31, 2011 to 5.7 turidemtember 31, 2012. The decreased inventory tuens &s a result of higher inventory
levels in 2012 as compared to 2011 primarily duartancrease in UC group product inventories rélédeour new product introductions.
Inventory turns in the future may fluctuate depegdin our ability to reduce lead times, changgwduuct mix, the flexibility required to
respond to the increased demands of our growiniméss, and the sustainability of the global ecoramcovery.

Cost of Service Revenues and Service Gross Margins

Cost of service revenues consists primarily of maitand direct labor, including stock-based congagion costs, depreciation, and an
allocation of overhead expenses, including faesitand IT costs. The majority of our service reesmare related to maintenance agreemen
new product sales, and the renewal of existing taaance agreements, as well as managed servieemg$. Cost of service revenues and
service gross margins included charges for stoskedaompensation of $6.6 million, $3.8 million, &&18 million for the years ended
December 31, 2012, 2011, and 2010, respectively.

Overall, service gross margins decreased by 2 p&ge points in 2012 from 2011. The decrease wasapty due to the lower margin
managed services business we acquired as pae 6fRWC acquisition in 2011. Direct spending costseased primarily as a result of
increased headcount-related costs, including shasled compensation costs, as well as IT and fasililocations as a result of a 21% increas
in services organization headcount from DecembePB11 to December 31, 2012. Service gross madgoeeased in our EMEA and APAC
segments, but were up in the Americas segmentig 28 compared to 2011.

Overall, service gross margins increased by 8 pémge points in 2011 over 2010. Services gross imaigcreased in all of our
geographic segments primarily as a result of irerdaevenues from our maintenance services andatas costs as a percentage of revenue
associated with the delivery of services due thdigproductivity of services employees, improveraeéntproduct quality and lower outside
services.

Total Cost of Revenues and Total Gross Margins

Overall, total gross margins as a percentage @fmae®s decreased by 2 percentage points in 20Xhgsaced to 2011, due to decrease
both product and service gross margins, as disdusseer Cost of Product Revenues and Product Gfasgins and Cost of Services Rever
and Service Gross Margins. Total gross marginspe@entage of revenues remained flat in 2011 agpaced to 2010.

We expect gross margins to remain relatively fiathie near term as compared to 2012. Forecastingefgross margin percentages is
difficult, and there are a number of risks relai@dur ability to maintain or improve our currembgs margin levels. Our cost of revenues as a
percentage of revenue can vary significantly bagexh a number of factors such as the followingeutainties surrounding revenue levels,
including future pricing and/or potential discouatsa result of the economy or in response totteagthening of the U.S. dollar in our
international markets, and related production leaeiances; competition; the extent to which newises sales accompany our product sales,
as well as maintenance renewal rates; changeshindtogy; changes in product mix; variability obst-based compensation costs; the
potential of royalties to third parties; utilizati@f our professional services personnel as weldp\air professional services practice and a
make investments to expand our professional senatferings; increasing costs for freight and repasts; our
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ability to achieve greater efficiencies in the aiigitions of our immersive telepresence productmuracturing efficiencies of subcontractors;
manufacturing and purchase price variances; wariamd recall costs and the timing of sales. In tmldi we may experience higher prices on
commodity components that are included in our petglun order to control expenses in any given iguawe have taken actions to reduce
costs such as imposing travel restrictions, postgpsalary increases, requesting employees to aiseti;me off or implementing other cost
control measures. Such actions may not be able tmplemented in a timely manner or may not be es&ftl in completely offsetting the
impact of lower-than-anticipated revenues.

Sales and Marketing Expenses

Increase (Decrease

Year Ended December 31 From Prior Year
$ in thousands 2012 2011 2010 2012 2011
Expenses $464,35: $428,82¢ $371,48¢ 8% 15%
% of Total Revenue 33% 30% 33% 3pts (3)pts

Sales and marketing expenses consist primarilplafies and commissions for our sales force, inotydtock-based compensation costs
advertising and promotional expenses, product niakexpenses, and an allocation of overhead exgenscluding facilities and IT costs.
Sales and marketing expenses, except for diree$ sald marketing expenses, are not allocated tsemuments. Sales and marketing expenses
included charges for stock-based compensation @B33illion, $27.0 million, and $25.2 million fon¢ years ended December 31, 2012, 201.
and 2010, respectively.

Sales and marketing expenses increased by 3 pageepoints as a percentage of revenue and incregst¥ in absolute dollars in 2012
as compared to 2011, due primarily to increasedpemsation-related costs, including commissionssaock-based compensation costs. Othel
factors contributing to the increase include cotirsglland outside services related to our recemarating and product launches, as well as
increased telemarketing expenses. Facilities arallétTations also increased. These increases vegtialty offset by a decrease in training
expenses.

Sales and marketing expenses as a percentagecofues/decreased by 3 percentage points but indremabsolute dollars by 15% in
2011 as compared to 2010, due primarily to incr@&sadcount and compensation-related costs, imgusbmmissions. Sales and marketing
headcount increased by 11% from December 31, 20D@tember 31, 2011. Depreciation and facilitiéscakions also increased as a result o
headcount increases, as well as due to the expaosmur demonstration center capabilities in suppbour go-to-market strategy.

We expect our sales and marketing expenses to mewlatively flat in absolute dollars in the neami. Expenses will fluctuate
depending on revenue levels achieved, as certpienses, such as commissions, are determined basedenues achieved.

Forecasting sales and marketing expenses as antegeeof revenue is highly dependent on expecteshree levels and could vary
significantly depending on actual revenues achienethy given quarter. Marketing expenses will dlaotuate depending upon the timing and
extent of marketing programs as we market new misd$ales and marketing expenses may also flectlueg to increased international
expenses and the impact of changes in foreign meyrexchange rates. In order to control expensasyrgiven quarter, we have taken actions
to reduce costs such as imposing travel restristipastponing salary increases, requesting empaypeese paid time off or implementing
other cost control measures. Such actions mayeaable to be implemented in a timely manner or matybe successful in completely
offsetting the impact of lower than anticipatedeneues.
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Research and Development Exper

Year Ended December 31 Increase From Prior Year
$ in thousands 2012 2011 2010 2012 2011
Expenses $208,51( $190,32. $137,96! 1C% 38%
% of Total Revenue 15% 14% 12% 1pt 2pts

Research and development costs are expensed adhand consist primarily of compensation costsluiding stock-based
compensation costs, outside services, expensediaisiteepreciation and an allocation of overhegukases, including facilities and IT costs.
Research and development costs are not allocatmar ttegments. Research and development experchedead charges for stock-based
compensation of $20.2 million, $14.9 million, ar@l Bmillion for the years ended December 31, 2@021, and 2010, respectively.

Research and development expenses increased [&/ilidon, or 10%, in 2012 as compared to 2011, ismcdeased by 1 percentage
point, as a percentage of revenues, in 2012 asamupo 2011. The increase in absolute dollarspsiagarily due to increased compensation
costs associated with increased headcount and cwatien-related costs, including stock-based cosgt@an, increased outside services and
development expenses in support of our key straiagiatives. Research and development headcogneased by 3% from December 31,
2011 to December 31, 2012. Depreciation and overhfacations also increased in 2012 over 2011rasuat of headcount increases and
increased capital investments in support of ouetigpment projects.

Research and development expenses increased kyriilon, or 38%, in 2011 as compared to 2010, imcdeased by 2 percentage
points, as a percentage of revenues, in 2011 aparahto 2010. The increase in absolute dollarspriagarily due to increased compensation
costs associated with increased headcount andasededevelopment expenses in support of our kategtc initiatives, including our strategic
partnerships as part of our UC&C ecosystem, cloagkd and mobile UC&C solutions and RealPresent®ptahardware and software
products. Research and development headcount sextdry 41% from December 31, 2010 to December@Ill.2Depreciation and overhead
allocations also increased in 2011 over 2010 asualtrof headcount increases and increased capitdtments in support of our development
projects.

We believe that innovation and technological leskigris critical to our future success, and wecamamitted to continuing a significant
level of research and development to develop netnt@ogies and products to combat competitive piress such as the new Scalable Video
Coding standard to address the device, applicatiahnetwork requirements of mobile, SMB and consumévorks, and other technologies
incorporated into our nexgeneration products. We are also investing morgilyeia research and development as a result akmeed busine:
opportunities with strategic partners, and mobild service provider customers as a result of atejic initiatives in these areas. We expect
that research and development expenses in abstlides will remain relatively flat in the near tebut will fluctuate depending on the timing
and number of development activities in any givaartpr. Research and development expenses asemfzaye of revenue is highly dependent
on expected revenue levels and could vary sigmifigalepending on actual revenues achieved in argngjuarter. In order to control expen
in any given quarter, we have from time to timeetalactions to reduce costs such as imposing tras@lctions, postponing salary increases,
requesting employees to use paid time off or imgleting other cost control measures. Such actiorysnofibe able to be implemented in a
timely manner or may not be successful in compfatéfisetting the impact of lower than anticipatedenues.

General and Administrative Expenses

Increase (Decrease

Year Ended December 31 From Prior Year
$ in thousands 2012 2011 2010 2012 2011
Expenses $98,28¢ $81,66: $73,37¢ 20% 11%
% of Total Revenue 7% 6 % 7% 1pt (1)pt
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General and administrative expenses consist piliynafrcompensation costs, including stock-basedpemsation costs, professional
service fees, allocation of overhead expensesydiray facilities and IT costs, and litigation coated bad debt expense. General and
administrative expenses are not allocated to agmsets. General and administrative expenses indladarges for stock-based compensation
of $21.6 million, $15.7 million, and $12.8 millidor the years ended December 31, 2012, 2011, abd, 28spectively.

General and administrative expenses increased & $illion, or 20%, in 2012 as compared to 201t screased by 1 percentage
point as a percentage of revenues in 2012 as ceaipa2011. The increase in absolute dollars wiasapily due to increased compensation-
related costs including stock-based compensatienefl and administrative headcount increased By ftdm December 31, 2011 to
December 31, 2012. The remaining increases in geard administrative expenses were attributeddceases in legal and bad debt expense
and allocation expenses as a result of increasadcbent and our new headquarters building in Sae, Xoalifornia.

General and administrative expenses increasedsimuth dollars by $8.3 million, or 11%, but decezhby 1 percentage point as a
percentage of revenue in 2011 as compared to AbEprimary driver of the increase in absoluteatslwas related to the 14% increase in
headcount and related increases in compensationthedheadcount-related expenses, including isectaverhead allocations. This increase
was partially offset by decreased expenses folt g outside services. Further, in 2010, we iredigeverance, legal and other costs
associated with our CEO transition in May 2010.

Significant future charges due to costs associattdlitigation or uncollectability of our receivéds could increase our general and
administrative expenses and negatively affect oofitability in the quarter in which they are reded. Additionally, predicting the timing of
litigation and bad debt expense associated witlollewtible receivables is difficult. The increaseimternational revenues has resulted in longe
credit terms and increased credit risk, which coakllt in an increased level of bad debt expemsiee future. Future general and
administrative expense increases or decreasesatua® dollars are difficult to predict due to thek of visibility of certain costs, including
legal costs associated with defending claims agagsas well as legal costs associated with asgexhd enforcing our intellectual property
portfolio and other factors.

We expect that our general and administrative es@ewmill remain relatively flat in absolute doleEmounts in the near term, but could
fluctuate depending on the level and timing of #ddal investments required to support strategidaitives. In order to control expenses in any
given quarter, we have taken actions to reduces sugth as imposing travel restrictions, postposalgry increases, requesting employees to
use paid time off or implementing other cost contreasures. Such actions may not be able to beemmited in a timely manner or may not
be successful in completely offsetting the impddbwer than anticipated revenues.

Acquisitior-related Costs

We expense all acquisition and other transactitatee costs as incurred. These costs generallydedees for outside legal and
accounting services and other integration serviceaddition, we have incurred costs related tmpilag and executing the divestiture of our
enterprise wireless solutions business that waswarged in May 2012 and closed in December 201Rydimg legal costs associated with
enforcing the terms of the agreement. We have spahtvill continue to spend significant resouraEmntifying and acquiring businesses.

During 2012, we recorded $14.1 million of acquésitirelated costs, primarily associated with plagrand executing the divestiture of
our enterprise wireless solutions business. See Blof Note to Consolidated Financial Statementéuicher information. During 2011, we
recorded $9.7 million of acquisition-related co3tsese costs were primarily related to our acqaisiof Accordent which closed in March
2011, our acquisition of HPVC which closed in JBGL1, and our acquisition of ViVu which closed int@ber 2011. No such activities
occurred in 2010. See Note 2 of Notes to Consaii&inancial Statements for further information.
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Amortization of Purchased Intangibl

In 2012, 2011, and 2010, we recorded $9.8 millgH5 million, and $1.4 million, respectively, inanating expenses for amortization of
purchased intangibles acquired in our acquisitibtmaddition to the amounts recorded as operatipgeses in 2012, 2011 and 2010, we
recorded amortization expenses totaling $7.6 milli&b.7 million, and $2.6 million, respectivelylakd to certain technology intangibles in
cost of product revenues. The sequential incregesmsover-year from 2010 to 2012 were primarily ttuéhe amortization of purchased
intangibles acquired from Accordent in the firsager of 2011, from HPVC in the third quarter ofl20and from ViVu in the fourth quarter of
2011. Purchased intangible assets are being amaittizexpense over their estimated useful livesctwtange from several months to six ye

We evaluate our purchased intangibles for possgifpmirment on an ongoing basis. When impairmenitatdrs exist, we perform an
assessment to determine if the intangible assdvdms impaired and to what extent. The assessrhentchased intangibles impairment is
conducted by first estimating the undiscountedriuttash flows to be generated from the use and@afetisposition of the purchased
intangibles and comparing this amount with theyiag value of these assets. If the undiscountel flaw/s are less than the carrying amounts
impairment exists, and future cash flows are diatediat an appropriate rate and compared to thgimgramounts of the purchased intangil
to determine the amount of the impairment. No impant charges were recognized for all periods jitesie

Restructuring Cost

In 2012, 2011, and 2010, we recorded $22.0 mill&h4 million, and $8.1 million, respectively, redd to restructuring actions which
resulted from the consolidation of certain faaitiand the elimination or relocation of variousifimss as part of restructuring plans approved
by management. These actions are generally intetadgtdeamline and focus our efforts and more piggdign our cost structure with our
projected revenue streams.

In 2012, we completed the consolidation and elitidmeof certain facilities in order to gain efficieies, including the combination of our
headquarters in San Jose and Santa Clara, Cadifiorioi one new location in San Jose, Californiaakssult, we recorded approximately $8.9
million (net of $2.8 million of deferred rent) iestructuring charges related to idle facilities mpacating these facilities in the second quarter
of 2012. In addition, we recorded approximately $1r8illion of charges, primarily for severance anlder employee benefits, related to
restructuring actions approved by management iol@ct2011 and July 2012. The action plan approvelily 2012 resulted in the eliminati
of approximately four percent of our global worlder enabling us to focus resources on our prodaaldpment and product launch
initiatives.

In 2011, we completed the consolidation of our Cadio facilities and began the transition of cereigineering and product managen
and related support functions in our Andover, Malgaetts facility to other locations in order thiave efficiencies. Restructuring charges
relating to these actions primarily included cdetsdle facilities and, to a lesser extent, semeeaand relocation costs for impacted individt
Additionally, in October 2011, we committed to atracturing plan designed to better align and alecesources to more strategic growth
areas of the business. These actions were primratdyed to the reorganization of our global govtarket and other organizations. The
restructuring plan resulted in the elimination ppeoximately seven percent of our global workforgth the majority of the reductions taking
effect in the fourth quarter of 2011 and first gaaof 2012, enabling the creation of new posititha better aligned with our strategic
initiatives. In 2011, we recorded approximately7illion of restructuring charges related to sewee and other employee benefits and $0.7
million related to idle facilities.

In 2010, we committed to several restructuring planeliminate, relocate positions, or to enabéehtiing of additional positions to bet
align with the execution of our strategic initias: The restructuring plans included the elimimatibapproximately two percent of our global
workforce. As a result of the actions taken in 2046 recorded restructuring charges of $8.1 mildoning 2010, primarily related to severa
and other employee termination benefits.

See Note 7 of Notes to Consolidated Financial Btates for further information on restructuring cost
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We currently expect to record additional restruagicharges of between $10.0 million and $15.0iamlin 2013, primarily related to the
elimination or consolidation of certain facilities gain efficiencies. In the first quarter of 20%&: also currently expect to record restructuring
charges between approximately $4.0 million and $6ilDon related to severance and other employgaitetion benefits, primarily related to
the elimination or relocation of engineering pasit as a result of downsizing our Burnaby, Canadation.

In the future, we may take additional restructurdagjons to gain operating efficiencies or redugeaperating expenses, while
simultaneously implementing additional cost contaémt measures and expense control programs. Sstchateiring actions are subject to
significant risks, including delays in implementiegpense control programs or workforce reductiomsthe failure to meet operational targets
due to the loss of employees or a decrease in geplmorale, all of which would impair our ability &chieve anticipated cost reductions. |i
do not achieve the anticipated cost reductionspasiness could be harmed.

Litigation Reserves and Payme

We recorded $1.2 million in 2010 in litigation reses and payments in the Consolidated Statemer@pefations related to the
settlement of legal matters during the period. €hveere no such expenses in 2012 and 2011. SeeONdtdotes to Consolidated Financial
Statements for further information.

We are also subject to a variety of other claints suits that arise from time to time in the ordjneourse of our business. These matters
are subject to inherent uncertainties and managesngaew of these matters may change in the futné could result in charges that would
have a material adverse impact on our financiaitipos our results of operations, or our cash flows

Interest and Other Income (Expense),

Interest and other income (expense), net, congistarily of interest earned on our cash and caglivalents and investments less bank
charges resulting from the use of our bank accogaiss and losses on investments, non-incomesretakes and fees as well as foreign
exchange related gains and losses. Interest apd iotome (expense), net, was a net expense ofdiBidn, $1.7 million, and $7.9 million in
2012, 2011, and 2010, respectively.

The increase in net expenses in interest and otbeme (expense), net, in 2012 from 2011 was pilyndue to higher non-income
related taxes and bank charges as well as higheigfoexchange related losses in 2012 as compar2@iltl, partially offset by an increase in
interest income. The decrease in net expensesarest and other income (expense), net, in 201 #0810 was primarily due to a write-down
in 2010 of other-than temporarily impaired investisethat did not recur in 2011, partially offsetdgdecrease in interest income.

Interest and other income (expense), net, willtflate due to changes in interest rates and returasir cash and investments, any future
impairment of investments, foreign currency ratetilations on utedged exposures, fluctuations in costs assoamtdur hedging progra
and timing of non-income related taxes and licdass. The cash balance could also decrease degesmutim the amount of cash used in any
future acquisitions, our stock repurchase actiaitd other factors, which would also impact ourregéincome.

Provision for Income Taxes from Continuing Openasi

Year Ended December 31

2012 2011 2010
Income tax expense from continuing operations $ 38,05¢ $5,24¢ $12,15¢
Effective tax rate 1,523.% 4.(% 15.4%
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The increase in the effective tax rate in 2012asgared to 2011 was related primarily to $38.8iamilin federal and state taxes recor
on $103.3 million related to the tax consequendesglobal restructuring project affecting the éxig legal entity structure that is designed to
accommodate the trend towards more software ahgavipased solutions versus our traditional hardvdistribution model. In addition to
taxes recorded related to the global restructutimg effective tax rate was also impacted by theefieof entities in countries with tax rates
lower than the U.S. statutory rate, an increasomdeductible share based compensation, an irchea®n-deductible acquisition and
divestiture related expenses, a decrease in reeevgesals and the expiration of the federal reseand development tax credit in 2012 as
compared to 2011.

The decrease in the effective tax rate in 201Jloagpared to 2010 was due to a relative increaser@ign earnings which are subject to
lower tax rates, an increase in U.S. research amdldpment tax credits, and an increase in thaselef uncertain tax positions inclusive of
related interest and penalties of $8.9 million @12 as compared to $4.9 million in 2010, partiafffset by U.S. taxes accrued on the
intercompany sale of intellectual properties.

As of December 31, 2012, we had approximately #iilBon in tax effected net operating losses, $hillion in tax effected capital loss
carryforwards and $13.0 million in tax effectedditearryforwards. The capital and net operatirgsloarryforward assets and tax credit
carryforwards begin to expire in 2015. Includedhia net deferred tax asset balance is a $3.2 miaduation allowance related primarily to
research credits in a jurisdiction with a histofycedits in excess of taxable profits. See Not®flMotes to Consolidated Financial Statement:
for further information.

We provide for U.S. income taxes on the earningem@ign subsidiaries unless they are considerethaently invested outside of the
U.S. At December 31, 2012, the cumulative amoumaohings upon which U.S. income tax has not beeviged is approximately $320.0
million. It is not practicable to determine theamee tax liability that might be incurred if thesgrgings were to be repatriated to the U.S.

In 2012, we recorded reserve reductions of $10lomi $0.8 million of which was paid in settlemesfta multi-year state tax audit, and
$5.7 million of which was due to a reduction inecwgnized tax benefits for research credits froqumed companies. The expiration of
statutes of limitation in both the U.S. and forejgnsdictions also resulted in reserve releasek3ds million.

In 2011, we recorded reserve releases of $8.1omjl$6.9 million of which was due to the resolutamulti-year tax audits. The
expiration of statutes of limitation in both theSJand foreign jurisdictions resulted in reserdeases of $0.8 million, and $0.4 million in
reduction in reserves was due to changes in forkghange rates.

In 2010, the California Franchise Tax Board comgaldats audit of the 2005 and 2006 tax years. Tl aesulted in a payment of $0.8
million. Certain other audit issues were also edttluring the year resulting in the release ofwattaxes of $1.5 million. Additionally, $3.4
million in tax reserves related to the cost shadhgtock based compensation were released agustradnt to stockholders’ equity, $0.7
million in tax reserves were released due to chaengéoreign exchange rates during the year, antl @lion in tax reserves were released
to the expiration of statutes of limitation in batte U.S. and foreign jurisdictions.

As of December 31, 2012, we have $23.0 millionmegognized tax benefits compared to $32.4 milibBecember 31, 2011. By the
end of 2013, uncertain tax positions may be redasea result of a lapse of the applicable stanftémitations. We anticipate that the
reduction would approximate $2.5 million. The resereleases would be recorded as adjustments &xtgase in the period released.

We recognize interest and/or penalties relateddorme tax matters in income tax expense. As of Deee 31, 2012 and 2011, we had
approximately $1.5 million and $2.0 million, resfieely, of accrued interest and penalties relatedricertain tax positions.
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Our future effective income tax rate depends oiouarfactors, such as changes in tax legislatioooanting principles, or interpretations
thereof, the geographic composition of our preit@mome, non tax-deductible expenses incurred imeotion with acquisitions, amounts of
tax-exempt interest income and research and dewelnpcredits as a percentage of aggregate prextarnie, final resolution of the tax impact
from the exercise of incentive stock options arelifisuance of shares under the employee stockgmeqilan, and the effectiveness of our tax
planning strategies. For example, on January 23,20 “American Taxpayer Relief Act of 2012” wagred into law. It provides for an
extension of the federal research credit retroadtiv 2012 and extended through 2013. The impattiteo012 federal research credit will be
reflected in the first quarter of 2013 and is eatied to be in the range of $2.0 million to $2.5lianl. We believe that our future effective tax
rate may be more volatile as a result of thesefact

We are also subject to the periodic examinatioousfincome tax returns by the Internal RevenueiSemnd other tax authorities. We
regularly assess the likelihood of adverse outcamggting from these examinations to determineatiequacy of our provision for income
taxes. There can be no assurance that the outdooneshese continuous examinations will not havedwerse effect on our net income and
financial condition, possibly materially.

Segment Information

Our business is organized around four major gedieapeatres: North America, Central America/Laimerica (“CALA"), Europe,
Middle East and Africa (“EMEA”") and Asia PacificAPAC"). For reporting purposes, we aggregate Néutrerica and CALA into one
segment named Americas and report EMEA and APASkparate segments. The segments are determinecbirdance with how
management views and evaluates its business aruhts its resources, and based on the critedathised in the authoritative guidance.

A description of our products and services, as a®khnnual financial data, for each segment cdalral in the Business section of this
Form 10-K and Note 15 of Notes to Consolidated kel Statements. The discussions below includedhelts of each of our segments for
the years ended December 31, 2012, 2011, and 2@tdnent contribution margin includes all segmewvemees less the related cost of sales
and direct marketing and sales expenses. Managatecdtes some infrastructure costs such astiasiind IT costs in determining segment
contribution margin. Contribution margin is usetdpart, to evaluate the performance of, and taatmresources to, each of the segments.
Certain operating expenses are not allocated tmeety because they are separately managed atrferate level. These unallocated costs
include corporate manufacturing costs, sales anéiating costs other than direct sales and markesitagkbased compensation costs, rese
and development costs, general and administratistscsuch as legal and accounting costs, acquisélated integration costs, amortizatior
purchased intangible assets, restructuring costsirdgerest and other income (expense), net.
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The following is a summary of the financial infortima for each of our segments for the fiscal yearded December 31, 2012, 2011, ant

2010 (in thousands):

Americas EMEA APAC Total
2012:
Revenue $689,09¢ $345,72: $357,80¢ $1,392,62
% of total revenu 49% 25% 26% 100%
Contribution margir 273,93 142,91! 150,96. 567,81
% of segment reveni 40% 41% 42% 41%
2011:
Revenue $693,28¢ $347,70: $361,19¢ $1,402,18!
% of total revenu 49% 25% 26% 100%
Contribution margir 280,25¢ 141,42: 175,24. 596,92:
% of segment reveni 40% 41% 49% 43%
2010:
Revenue $586,47" $274,22! $258,16¢ $1,118,87.
% of total revenu 52% 25% 23% 100%
Contribution margir 231,89¢ 95,17¢ 117,67¢ 444,75!
% of segment reveni 40% 35% 46% 40%
Americas
Increase (Decrease
Year Ended December 31 From Prior Year
$ in thousands 2012 2011 2010 2012 2011
Revenues $689,09¢ $693,28t $586,47" ()% 18%
Contribution margir $273,93° $280,25¢ $231,89¢ (2% 21%
Contribution margin as % of Americas
revenue 40% 40% 40% — —

Our Americas segment revenues decreased by 1%k 26 compared to 2011, primarily due to decreeseshues in the United States
and Brazil, partially offset by increases in Canadd Mexico. The decrease in Americas segment t@gwas driven by decreases in revel
from our UC group systems, partially offset by e&ses in UC personal devices and UC platform reageridecreases in UC group systems
revenues in the Americas were primarily driven bgreéased group voice and group video revenueshwiece partially offset by increased
immersive telepresence revenues as a result @the HPVC acquisition. Increases in UC personalaswevenues were primarily driven by
increased desktop voice sales resulting from caatirmdoption of VolP, partially offset by decreadedktop video revenues. UC platform
revenues growth was as a result of increased shitms RealPresence products and services.

Our Americas segment revenues increased by 18%lih & compared with 2010, primarily due to inceda®gvenues in the United
States and Brazil, partially offset by decreaseSanada and Mexico. The increase in revenues viiendoy increases in our UC group
systems, UC personal devices and UC platform rea®nncreases in UC group systems revenues infieriéas were primarily driven by
increased group voice revenues, increased gro@o vievenues, and increased immersive telepresemerues. Increases in UC personal
devices revenues were primarily driven by increatesktop voice sales resulting from continued adopif VolP, partially offset by decreas
desktop video revenues. UC platform revenues gravethas a result of increased sales of our Re@Rregproducts and services.

In 2012, 2011, and 2010, one channel partner irAouericas segment accounted for 27% of our Amemgdsevenues for all periods.
We believe it is unlikely that the loss of any ofr @hannel partners would have a
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long term material adverse effect on our consadidattet revenues or segment net revenues, as wedelnd-users would likely purchase our
products from a different channel partner. Howeadoss of any one of these channel partners dwaud a material adverse impact during the
transition period.

Contribution margin as a percentage of Americaigrgnt revenues remained flat in 2012 as compar2@1a, primarily due to gross
margins being relatively flat while direct saleslanarketing expenses as a percentage of revereresiged slightly from 2011 to 2012,
resulting in less than a percentage point changeritribution margin. The increase in direct saled marketing expenses was primarily due t
increased compensation related costs in 2012 apareah to 2011.

Contribution margin as a percentage of AmescEgment revenues remained flat in 2011 as coohpa@010, primarily due to increas
gross margins being offset by an increase in dselkds and marketing expenses as a percentagecoles.

EMEA
Increase (Decrease
Year Ended December 31 From Prior Year
$ in thousands 2012 2011 2010 2012 2011
Revenues $345,72: $347,70: $274,22¢ (1)% 27%
Contribution margir 142,91! $141,42: $ 95,17¢ 1% 48%
Contribution margin as % of EMEA revent 41% 41% 35% — 6pts

Our EMEA segment revenues decreased by 1% in 20t@rapared to 2011, primarily due to lower saled©Gfplatform products and
related services and UC personal devices producdtsedated services, partially offset by increasaigs of UC group system products and
related services. UC platform revenues decreasadasult of lower sales of our RealPresence ptsdaua services. UC personal devices
revenues decreased primarily due to decreasesktagevideo revenues, partially offset by an inseesiln desktop voice revenues. UC group
systems revenues increased primarily due to aeaserin immersive telepresence revenues as a oésiut HPVC acquisition in 2011,
partially offset by lower group video and groupamrevenues. The overall decline in EMEA segmerdgmaes was primarily due to the curr
economic conditions in the region. Revenues werenda the Nordic countries, the Middle East andKeyr, Eastern Europe, and Spain,
partially offset by increases in Benelux and Gernman

Our EMEA segment revenues increased by 27% in 28kbmpared with 2010 primarily due to broad-bagedith throughout most of
EMEA, being led by growth in Russia, UK, Germany &ordic countries, partially offset by a decreas8pain. The increase in revenues wa
across all our product groups. Increases in UCmseystems revenues in EMEA was primarily driveringyeased group video revenues,
increased immersive telepresence revenues anagederoup voice revenues. UC platform growth vges re@sult of increased sales of the
products and services that comprise our RealPreggatform. Increases in UC personal devices rexemeere primarily driven by increased
desktop voice sales resulting from continued adoptif VolP technology and an increase in desktdpwirevenues.

In 2012, 2011 and 2010, one channel partner irEMEA segment accounted for 11%, 11%, and 13% oEMIEA net revenues,
respectively.

Contribution margin as a percentage of EMEA segmergnues remained flat in 2012 as compared to,3frrharily due to slightly
higher gross margins, which resulted in less thparaentage point change in contribution margime&isales and marketing expenses were
flat in absolute dollars and as a percentage afmee in 2012 as compared to 2011. The increas®s gnargins was driven primarily by
higher product gross margins, partially offset twér service gross margins.
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Contribution margin as a percentage of EMEA segmargnues was 41% in 2011 as compared to 35% i0. 20t contribution margin
as a percentage of revenue increased primarilyalleever direct sales and marketing expenses asceptage of revenues and, to a lesser
extent, higher gross margins. Direct sales and atizugk expenses increased in absolute dollars,dnredsed as a percentage of revenues. Th
increases in absolute dollars were primarily dum¢oeased headcount, partially offset by a deer@amarketing program investments. The
decrease as a percentage of revenue was primasglyodncreased productivity of our sales forcee Trttrease in gross margins was driven
primarily by a decrease in cost of services asregmage of revenues and a mix shift toward highengin products in our RealPresence
platform product offerings.

APAC
Increase (Decrease
Year Ended December 31 From Prior Year
$ in thousands 2012 2011 2010 2012 2011
Revenues $357,80¢ $361,19¢ $258,16¢ (D)% 40%
Contribution margir $150,96: $175,24. $117,67¢ (19% 49%
Contribution margin as % of APAC reven 42% 49% 46% (7pts 3pts

Our APAC segment revenues decreased by 1% in 20&@rapared to 2011 primarily due to decreased W@msystems and UC
personal devices revenues, partially offset bydased UC platform revenues. Decreases in UC gnmipras revenues in APAC were
primarily driven by decreased group video revenpasijally offset by increases in immersive telejgrece revenues as a result of the 2011
HPVC acquisition and in group voice revenues. Deses in UC personal devices revenues were prindiifgn by decreases in desktop videc
revenues and, to a lesser extent, desktop voiemues. Increases in UC platform revenues weraesu#t of increased sales of our
RealPresence platform products and services. Regatecreased in Australia, India, Japan, and Charéally offset by an increase in Korea.
The overall decline in our APAC segment revenues gramarily due to reduced government spendingedoigated sales cycles.

Our APAC segment revenues increased by 40% in 28kbmpared to 2010 primarily due to investmentdenia our go-to-market
capabilities. Revenues from China, Australia, ardld contributed to the strong growth in APAC il20The increase in revenues was driven
by increases our UC group systems, UC platformmees, and, to a lesser extent, and UC personateerevenues. Increases in UC group
systems revenues in APAC were primarily drivenrgréased group video revenues, and to a lesserteixtereased immersive telepresence
revenues as a result of the HPVC acquisition inl281d increased group voice revenues. UC platferranues growth was as a result of
increased sales of our RealPresence platform ptednd services. Increases in UC personal devisenues were primarily driven by
increased desktop voice sales resulting from caatirmdoption of VolP technologies.

In 2012, 2011, and 2010, two channel partners ilARAC segment, in aggregate, accounted for 33%g,28d 29%, respectively, of ¢
APAC net revenues.

Contribution margin as a percentage of APAC segmmrgnues was 42% in 2012 as compared to 49% ih. 2B contribution margin
as a percentage of revenue decreased primarilyodoger gross margins and higher direct salesmaarketing expenses as a percentage of
revenues. The decrease in gross margins was duddorease in service gross margins and, to a lessnt, lower product gross margins
driven primarily by a product mix shift and incredsdiscounting. Direct sales and marketing expeimeesased both in absolute dollars and a:
a percentage of revenue, primarily due to increasadicount-related expenses.

Contribution margin as a percentage of APAC segmmrgnues was 49% in 2011 as compared to 46% i0. 2B contribution margin
as a percentage of revenues increased primarilyadoigher gross margins and

57



Table of Contents

lower sales and marketing expenses as a percesftagesnues. The increase in gross margins wasmpvimarily by a decrease in cost of
services as a percentage of revenues while praglass margin as a percentage of revenues increfightly. The increase in gross margins
was driven primarily by a decrease in cost of smwias a percentage of revenues and a mix shirdoigher margin products in our
RealPresence platform product offerings. Direcésaind marketing expenses, while increasing inlafesdollars, decreased as a percentage
revenues. The decrease in sales and marketing ®xpsra percentage of revenues was due to spentiragnd investments focused in lower
cost areas.

Discontinued Operation

On May 10, 2012, we entered into a Purchase arel/Rakement (the “Purchase Agreement”) with MoBilvices Holdings, LLC, a
Delaware limited liability corporation (“Mobile Déses”), pursuant to which we would divest EWS taaffiliate of Sun Capital Partners, Inc.
On October 22, 2012, the Purchase Agreement wasdeddthe “Amended Purchase Agreement”). Per timestef the Amended Purchase
Agreement, Mobile Devices would acquire Spectral@udtporation (“SpectraLink”), a wholly-owned suligigy of Polycom, by purchasing all
of the outstanding stock and an intercompany nb&pectraLink from Polycom. On December 4, 2012 completed the disposition of the
assets of our EWS business to Mobile Devices ateiwved cash consideration of approximately $50lanj resulting in a gain on sale of the
discontinued operations, net of taxes, of $35.4ionil

The decision to divest EWS reflects our focus adtiatives that extend our leadership in our cor#éieth communications business. The
products and services that comprise our core uhd@mmunications business have historically expegd stronger sales growth and higher
gross margins than our EWS products and servio@sE®W/S product portfolio, which was previously indéd in our UC personal devices
product category, includes Wi-Fi and DECT handaet related infrastructure and accessories, wheaie wrimarily sold in our Americas and
EMEA segments. As a result, we have reported thalteof operations and financial position of EVSdascontinued operations within the
consolidated statements of operations and baldremtsfor all periods presented. See Note 3 ofNot€ondensed Consolidated Financial
Statements for a further discussion of our discw@il operations.

Summarized results from discontinued operationgwsrfollows (in thousands):

Year ended December 31

2012 2011 2010
Revenues $71,13¢ $93,60¢ $99,61"
Income from discontinued operatic 15,97: 16,06¢ 3,48:
Income tax provisiol 6,08t 6,16( 1,72¢
Net income from discontinued operatic $ 9,88¢ $ 9,90¢ $ 1,75¢

Revenues from discontinued operations for 2012 W$éfel million, a decrease of $22.5 million, or 24%6m 2011. The decrease was
primarily due to the 2012 revenues including onfyesiod of 11 months through the closure of the E3&lI® transaction as compared to the 12
month period for 2011. Revenues from discontinyeerations for 2011 were $93.6 million, a decredsk6d) million, or 6%, from 2010. The
decrease in wireless revenues was the result ofasing demand for wireless related products andces. Wireless revenues were down in
2012 as compared to 2011 and in 2011 as compa@ll®in the Americas and EMEA segments. Wirelegemues in our APAC segment
were not significant.

Net income from discontinued operations was ess@nflat in 2012 as compared to 2011, and incrédse$8.2 million in 2011 as
compared to 2010. The increase in 2011 from 201Dpxianarily due to improvements in gross margin arttbcrease in operating expenses in
2011 from 2010. The improvement in wireless groasgims was due to a lower mix of sales of lowergmaproducts. Operating expenses of
discontinued

58



Table of Contents

operations decreased by $9.2 million in 2011, caexbéo the prior year, as we continued to redueading in our wireless business as a resu
of a smaller revenue base in our wireless products.

Liquidity and Capital Resources

As of December 31, 2012, our principal sourcesquiidlity included cash and cash equivalents of $#Tillion, short-term investments
of $197.2 million and long-term investments of $Million. Substantially all of our short-term alwhg-term investments are comprised of
U.S. government and agency securities and corpdediesecurities. See Note 8 of Notes to Conseadl&inancial Statements for further
information on our short-term and long-term invesirts. We also have outstanding letters of crethtitmy approximately $7.6 million, which
are in place to satisfy certain of our facilitydearequirements as well as other legal, tax, asutémce obligations.

Our total cash and cash equivalents and investnhefdsin the United States totaled $302.8 millisodDecember 31, 2012, and the
remaining $421.8 million was held by various foregubsidiaries outside of the United States.

If we would need to access our cash and cash dgqotgeand investments held outside of the UnitedeStin order to fund acquisitions,
share repurchases or our working capital needsnayebe subject to additional U.S. income taxesjéstito an adjustment for foreign tax
credits) and foreign withholding taxes.

We generated cash from operating activities tageih87.0 million in 2012, $299.6 million in 201da$143.4 million in 2010. The
decrease in cash provided from operating activitie®)12 from 2011 was due primarily to lower metame, as adjusted for non-cash income
and expenses, increased inventory, a decreaseonrds payable, and a smaller increase in otheuaddiabilities and deferred revenue.
Partially offsetting these negative effects wererdases in accounts receivables.

The increase in cash provided from operating a@in 2011 over 2010 was due primarily to highetrincome, as adjusted for noast
income and expenses, decreased inventory, a srmaiease in prepaid expenses and other currestsassd a higher increase in accounts
payable, other accrued liabilities and deferre@nexe, and taxes payable. Partially offsetting tipesitive effects were increases in accounts
receivables, and deferred taxes.

The total net change in cash and cash equivalenthé year ended December 31, 2012 was an incoé&®1.6 million. The primary
sources of cash were $187.0 million from opera#iativities, $50.4 million of net cash proceeds fritva sale of our EWS business, $25.8
million associated with the exercise of stock opti@and purchases under the employee stock purplasand $9.3 million in excess tax
benefits from stock-based compensation. The primaeg of cash during this period were $67.3 milfmmpurchases of property and
equipment, $67.9 million for purchases of our commatock, $31.1 million for purchases of investmengt of proceeds from investments, anc
$4.6 million of additional payments made for acdigas of certain additional equipment.

Our days sales outstanding, or DSO, metric wasay8 dt December 31, 2012 compared to 49 days a&nileer 31, 2011. We expect to
continue to experience upward pressure on our DS®rasult of the increase in international reddas which typically have longer payment
terms. DSO could vary as a result of a number abfa such as fluctuations in revenue linearitghange in the mix of international
receivables, and increases in receivables fromcgeproviders and government entities which alsgetmistomarily longer payment terms.
DSO could also be negatively impacted if our pagmxperience difficulty in financing purchasesjehtresults in delays in payment to us.

Our December 31, 2012 finished goods inventorylewere higher than the December 31, 2011 levaldrarentory turns decreased to
5.7 turns at December 31, 2012 from 6.4 turns aeber 31, 2011. The decreased inventory turns ageeeresult of higher inventory levels
in 2012 as compared to 2011 primarily due to an
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increase in UC group product inventories relateduionew product introductions. Inventory turnghia future may fluctuate depending on our
ability to reduce lead times, as well as changgsaduct mix. Our inventory turns may also decréadbe future as a result of the flexibility
required to respond to the increased demands ajrowing business and the sustainability of thégl@conomic recovery.

Cash used for purchases of property and equipneanédsed slightly to $67.3 million in 2012 from $Bfnillion in 2011. We expect our
purchases of property and equipment in 2013 teas® due to upgrades to our Enterprise Resourneifp(“ERP”) systems and continued
support of our strategic alliances and new prodfferings.

We enter into foreign currency forward contracthjoh typically mature in one month, to hedge oysasure to foreign currency
fluctuations of foreign currency-denominated reables, payables, and cash balances. We recoraedrathnce sheet at each reporting period
the fair value of our foreign currency forward a@cts and record any fair value adjustments inlt®sfioperations. Gains and losses
associated with currency rate changes on contaaeteecorded in interest and other income (expensé)offsetting transaction gains and
losses on the related assets and liabilities. Aatditly, our hedging costs can vary depending @ensike of our hedging program, on whether
we are purchasing or selling foreign currency retato the U.S. dollar and on interest rate sprémteeen the U.S. and other foreign markets

Additionally, we also have a hedging program ttsssuforeign currency forward contracts to hedgertigm of anticipated revenues and
operating expenses denominated in the Euro angiBRound as well as operating expenses denomiimatsgheli Shekels. At each reporting
period, we record the fair value of our unrealifedvard contracts on the balance sheet with relatedalized gains and losses as a compone
of accumulated other comprehensive income (loss}parate element of stockholders’ equity. Realgads and losses associated with the
effective portion of the foreign currency forwarahtracts are recorded within revenue or operatipgese, depending upon the underlying
exposure being hedged. Any excluded and ineffegoréions of a hedging instrument would be recoridddterest and other income
(expense), net.

From time to time, the Board of Directors has apptbplans for us to purchase shares of our comnoak 1 the open market. During
the years ended December 31, 2012, 2011, and @@lpurchased approximately 5.1 million, 2.0 milli@md 4.8 million shares, as adjusted
for the stock split, respectively, of our commoocétin the open market for cash of $55.0 millioAQ$® million, and $69.2 million,
respectively. Our Board of Directors approved amease in the current share repurchase authomnzatimclude the $49.7 million net procet
from the sale of our EWS business. As of DecemligfB12, we were authorized to purchase up to ditiadal $72.8 million under the 2008
share repurchase plan. See Note 12 of Notes tGansolidated Financial Statements for a discussidhe accounting for our common stock
repurchases and the related reduction to retaiaedngs included in stockholders’ equity in our solidated balance sheet.

At December 31, 2012, we had open purchase ordited to our contract manufacturers and otherraottal obligations of
approximately $144.7 million primarily related fventory purchases. We also currently have comnnitsnidat consist of obligations under
our operating leases. In the event that we decidedse using a facility and seek to subleasefaodty or terminate a lease obligation throi
a lease buyout or other means, we may incur a rabtash outflow at the time of such transactiohjol will negatively impact our operating
results and overall cash flows. In addition, ififiies rental rates decrease or if it takes lontpan expected to sublease these facilities, we
could incur a significant further charge to opemasi and our operating and overall cash flows cbaldegatively impacted in the period that
these changes or events occur.
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These purchase commitments and lease obligatieng#ected in our Consolidated Financial Statesiente goods or services have
been received or at such time when we are obligatethke payments related to these goods, serwidesses. In addition, our bank has is:
letters of credit totaling approximately $7.6 nahi, which are used to secure the leases on som offices as well as other legal, tax, and
insurance obligations. The table set forth beloang) as of December 31, 2012, the future minimwasdgpayments due under our current
lease obligations. There is no sublease incomeadheitthe amounts below, as the amounts are nariaatin addition to these minimum lease
payments, we are contractually obligated undenthprity of our operating leases to pay certainrafyeg expenses during the term of the |
such as maintenance, taxes and insurance. Ouactrdt obligations as of December 31, 2012 arelésafs (in thousands):

Minimum Projected
Lease Annual Other Long- Purchase

Payments Operating Costs Term Liabilities Commitments
Year ending December 31
2013 $ 26,09( $ 5,772 $ — $ 144,71
2014 29,78 3,64 3,23¢ —
2015 24,29¢ 2,774 2,38 —
2016 20,55¢ 1,964 3,72¢ —
2017 17,24¢ 1,141 2,47 —
Thereafte! 53,861 2,00¢ 10,25’ —
Total payment: $171,84: $ 17,30% $ 22,07¢ $ 144,71

As of December 31, 2012, we have $23.0 millionmfegognized tax benefits compared to $32.4 millibBecember 31, 2011. By the
end of 2013, uncertain tax positions may be redasea result of a lapse in the applicable stabftémitations. We anticipate that the
reduction would approximate $2.5 million. The regereleases would be recorded as adjustments extgense in the period released.

We believe that our available cash, cash equivalamdl investments will be sufficient to meet oueraging expenses and capital
requirements for at least the next twelve monthlmvéler, we may require or desire additional furmdsupport our operating expenses and
capital requirements or for other purposes, sudcqgsisitions, and may seek to raise such additfonas through public or private equity
financing, debt financing or from other sources. ¥danot assure you that additional financing wallavailable at all or that, if available, such
financing will be obtainable on terms favorablaitoand would not be dilutive. Our future liquiddyd cash requirements will depend on
numerous factors, including the introduction of nawducts and potential acquisitions of relatedrmsses or technology.

Off-Balance Sheet Arrangements
As of December 31, 2012, we did not have any oféfize-sheet arrangements, as defined in Item 3@3(i#) of SEC Regulation S-K.

Critical Accounting Policies and Estimates

Our Consolidated Financial Statements have begraped in accordance with accounting principles gahyeaccepted in the United
States of America. We review the accounting padicised in reporting our financial results on a legbasis. The preparation of these finan
statements requires us to make estimates and judgriat affect the reported amounts of assetslitias, revenues and expenses and relate
disclosure of contingent assets and liabilities.a@rongoing basis, we evaluate our process usgelilop estimates, including those related t
product returns, accounts receivable, inventoimmegstments, intangible assets, income taxes, wgrgbligations, stock compensation costs,
restructuring, contingencies and litigation. Weebaar estimates on historical experience and olowsiother assumptions that are believed to
be reasonable for making judgments about the caymyalue of assets and liabilities that are nodilg@pparent from other
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sources. Actual results may differ from these estés due to actual outcomes being different framsdton which we based our assumptions.
These estimates and judgments are reviewed by rearead on an ongoing basis and by the Audit Comenitdhe end of each quarter prior tc
the public release of our financial results. Waewa the following critical accounting policies @ft our more significant judgments and
estimates used in the preparation of our Cons@éginancial Statements. See Note 1 of Notes ted@inlated Financial Statements for
additional discussion of our accounting policies.

Revenue Recognition and Product Rett

We recognize revenue when persuasive evidence afrangement exists, title and risk of loss hasadferred, product payment is not
contingent upon performance of installation or gerwbligations, the price is fixed or determinalaled collectability is reasonably assured. In
instances where final acceptance of the produseénvice is specified by the customer, revenuefisrded until all acceptance criteria have b
met. We generally recognize service revenues rataldr the service periods of one to five yearamon the completion of installation or
professional services.

Some of our products are integrated with softwhat is essential to the functionality of the equimm Additionally, we provide
unspecified software upgrades and enhancementsddtamost of these products through maintenaoogacts.

When a sale involves multiple deliverables, suchadss of products that include services, the plaltieliverables are evaluated to
determine the unit of accounting, and the entieeffem the arrangement is allocated to each uracobunting based on the relative selling
price of each deliverable. When applying the retatelling price method, we determine the sellingepfor each deliverable using vendor-
specific objective evidence (“VSOE") of selling e if it exists, or third-party evidence (“TPE™ selling price. If neither VSOE nor TPE of
selling price exist for a deliverable, we use oesthestimate of selling price for that deliveralitevenue allocated to each element is then
recognized when the other revenue recognitionr@itae met for each element.

Channel Partner Programs and Incentives

We record estimated reductions to revenues forralgrartner programs and incentive offerings iniclgdpecial pricing agreements,
promotions and other volume-based incentives. Hketaconditions were to decline or competition wieréncrease further, we may take future
actions to increase channel partner incentive ioffier possibly resulting in an incremental redutiid revenues at the time the incentive is
offered. We accrue for co-op marketing funds asagketing expense if we receive an identifiable fieneexchange and can reasonably
estimate the fair value of the identifiable benediteived; otherwise, it is recorded as a redudbaievenues.

Warranty

We provide for the estimated cost of product warfesnat the time revenue is recognized. Our wayrahligation is affected by estimat
product failure rates, material usage and senstigety costs incurred in correcting a productdesl Should actual product failure rates,
material usage or service delivery costs diffenfraur estimates, revision of the estimated warrdabjlity would be required.

Allowance for Doubtful Accoun

We maintain an allowance for doubtful accountsefsiimated losses resulting from the inability of oustomers to make required
payments. We review our allowance for doubtful arde quarterly by assessing individual accountsivable over a specific aging and
amount, and all other balances on a pooled basedban historical collection experience. If thafinial condition of our customers were to
deteriorate, adversely
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affecting their ability to make payments, additibakowances would be required. Delinquent accdathnces are written off after managen
has determined that the likelihood of collectiom@s probable.

Excess and Obsolete Inventt

We record writedowns for excess and obsolete inventory equaledaliffierence between the cost of inventory ancedtanated fair valu
based upon assumptions about future product lidesy product demand and market conditions. Ifaqitoduct life cycles, product demand
and market conditions are less favorable than thogiected by management, additional inventoryesgidbwns may be required. At the point
the loss recognition, a new, lower-cost basisHat inventory is established, and subsequent clsandacts and circumstances do not result ir
the restoration of or increase in that newly esthbl cost basis.

Stock-based Compensation Expense

Our stock-based compensation programs consisiantgof share-based awards to employees and nolmeepirectors, including
stock options, restricted stock units and perfortesshares, as well as our employee stock purchase\fe measure and recognize
compensation expense for all share-based paymemtlawnade to employees and directors based ona¢stirfair values. The estimated fair
value of these awards, including the effect ofneated forfeitures, is recognized as expense oeeretjuisite service period, which is generally
the vesting period. The fair values of stock optigvards and shares purchased under the employdepmtachase plan are estimated at the
grant date using the Black-Scholes option valuatiaalel. The fair value of restricted stock unitbased on the market value of our common
stock on the date of grant. The fair value of penfance shares is based on the market price oftock sn the date of grant and assumes that
the performance criteria will be met and the tapgtout level will be achieved. Compensation cestdjusted for subsequent changes in the
probable outcome of performance-related conditiorts the award vests. The fair value of a perfonoceashare with a market condition is
estimated on the date of award, using a Monte Gamalation model to estimate the total return maglof our stock among the Russell 2000
Index companies (for awards granted prior to 2@t) NASDAQ Composite Index companies (for awar@stgd in 2011 and 2012) over
each performance period. Changes in the underfgictgprs and assumptions utilized may result inifigant variability in the stock-based
compensation costs we record, which makes such msdifficult to accurately predict.

Deferred and Refundable Tax

We estimate our actual current tax expense togethierour temporary differences resulting from diffig treatment of items, such as
deferred revenue, for tax and accounting purpddesse temporary differences result in deferredamets and liabilities. We must then asses:
the likelihood that our deferred tax assets wilkéeovered from future taxable income and to thierexwe believe that recovery is not likely,
we must establish a valuation allowance againstkthax assets. Significant management judgmeatjisined in determining our provision for
income taxes, our deferred tax assets and liaslaind any valuation allowance recorded againstetudeferred tax assets. To the extent we
establish a valuation allowance in a period, wetrmgude and expense the allowance within theptaxision in the consolidated statement of
operations. As of December 31, 2012, we have $Tllibn in net deferred tax assets. Included intle¢ deferred tax asset balance is a
$3.2 million valuation allowance related primatityresearch credits in a jurisdiction with a higtof credits in excess of taxable profits.

We recognize and measure benefits for uncertaipaakions using a twetep approach. The first step is to evaluate th@daition take
or expected to be taken in a tax return by detangiif the weight of available evidence indicatkattit is more likely than not that the tax
position will be sustained upon audit, includingattion of any related appeals or litigation pss®s. For tax positions that are more likely
than not to be sustained upon audit, the secopdste measure the tax benefit as the largest atribat is more than 50% likely to be reali
upon settlement. Significant judgment is requie@valuate uncertain tax positions. We evaluateuogertain tax positions on a quarterly
basis. Our evaluations are based upon a numbactfrs,
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including changes in facts or circumstances, chamg&ax law, correspondence with tax authoritiesray the course of audits and effective
settlement of audit issues. Changes in the redogror measurement of uncertain tax positions coesdlt in material increases or decreast
our income tax expense in the period in which wéerthe change, which could have a material impaduw effective tax rate and operating
results.

Fair Value

Fair value is an exit price, representing the amthat would be received to sell an asset or patdansfer a liability in an orderly
transaction between market participants. As swhylue is a markdtased measurement that should be determined basessomptions th
market participants would use in pricing an asséitbility. As the basis for considering such asgtions, a three-tier value hierarchy
prioritizes the inputs used in measuring fair vadsdollows: (Level 1) observable inputs such asteg prices in active markets; (Level 2)
inputs other than the quoted prices in active marieat are observable either directly or indingcdihd (Level 3) unobservable inputs in which
there is little or no market data, which requirdaslevelop our own assumptions. This hierarchyireg us to use observable market data,
when available, and to minimize the use of unolagerinputs when determining fair value. On a rengrbasis, we measure certain financial
assets and liabilities at fair value, including marketable securities and foreign currency cotgrac

Our cash and investment instruments are classifitdn Level 1 or Level 2 of the fair value hierlgcbecause they are valued using
inputs such as quoted market prices, broker oedgglotations, or alternative pricing sources wéthsonable levels of price transparency. The
types of instruments valued based on quoted marlass in active markets include money market fugdgh instruments are generally
classified within Level 1 of the fair value hierbyc

The types of instruments valued based on othemadisie inputs include U.S. Treasury securities atinér government agencies,
corporate bonds and commercial paper. Such instrtgrage generally classified within Level 2 of fag value hierarchy.

As of December 31, 2012, our fixed income availdbtesale securities include U.S. Treasury obligrasi and other government agency
instruments, corporate bonds, commercial paperth& government securities and money market fumdtuded in available-for-sale
securities are cash equivalents, which consistvdstments with original maturities of three month¢éess and include money market funds.

The principal market where we execute our foreigmancy contracts is the retail market in an ohe-t¢ounter environment with a
relatively high level of price transparency. Therked participants and our counterparties are langaey center banks and regional banks. Ou
foreign currency contracts valuation inputs aresldasn quoted prices and quoted pricing intervalmfpublic data sources (specifically, spot
exchange rates, LIBOR rates and credit defaulsyated do not involve management judgment. Thestaxis are typically classified within
Level 2 of the fair value hierarchy. For more imf@tion on the fair values of our marketable seimsriind foreign currency contracts see Note
8 of Notes to Consolidated Financial Statements.

Business Combinatior

We recognize separately from goodwill the fair wabf assets acquired and the liabilities assumedd®ill as of the acquisition date is
measured as the excess of consideration transfanethe net of the acquisition date fair valuethefassets acquired and the liabilities
assumed. While we use our best estimates and asumps a part of the purchase price allocatioggss to accurately value assets acquirec
and liabilities assumed at the acquisition date estimates are inherently uncertain and subjeatfinement. As a result, during the
measurement period, which may be up to one year fh@ acquisition date, we may record adjustmesitespectively to the fair value of
assets acquired and liabilities assumed, with dineesponding offset to goodwill. Upon the conclusad the measurement period or final
determination of the fair value of assets acquieliabilities assumed, whichever comes first, anlgsequent adjustments are recorded to our
Consolidated Statements of Operations.
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In addition, uncertain tax positions and tax relateluation allowances assumed in connection wiihsiness combination are initially
estimated as of the acquisition date. We reevalhatge items quarterly and record any adjustmerasit preliminary estimates to goodwill
provided that we are within the measurement paiatiwe continue to collect information in ordedatermine their estimated fair values a
the date of acquisition. Subsequent to the measneperiod or our final determination of the talowaiances estimated value, changes to tt
uncertain tax positions and tax related valuatitoweances will affect our provision for income taxie our Consolidated Statements of
Operations.

Goodwill and Purchased Intangibles

Goodwill is tested for impairment at the reportingt level, which is one level below or the samaa®perating segment. We adopted
the amended accounting guidance, which permite abdose to first assess qualitative factors terdghe whether it is more likely than not
that the fair value of a reporting unit is lessrtfita carrying amount. If based on this assessmerdetermine that it is not more likely than not
that the fair value of the reporting unit is lelsart its carrying amount, then performing the twepdtmpairment test is unnecessary.

Our business is organized around four major gedneapeatres: North America, Central America/Laimerica (“CALA"), Europe,
Middle East and Africa (“EMEA”") and Asia PacificAPAC") which were determined to be our reportingtsim 2012 and 2011. For reporting
purposes, we aggregate North America and CALA amte segment named Americas and report EMEA and ARASeparate segments.

In the fourth quarter of 2012, we performed thialgative assessment for our four reporting urisch reporting unit had an estimated
fair value in excess of its carrying value by mtran 50%, based on the valuation of our reporteggrents performed in May 2012 in
connection with the announcement of the divestitifireur EWS business. For each reporting unit, ve@hed the relative impact of factors 1
are specific to the reporting unit as well as induand macroeconomic factors. The reporting ymétcsfic factors that were considered inclu
the results of the most recent impairment testsyedisas financial performance and changes togpernting units’ carrying amounts since the
most recent impairment tests. For the industryliictv the reporting units operate, we consideresvtir@rojections from independent sources
and significant developments or transactions withaindustry during 2012, where applicable. Wechatted that each of the reporting unit
specific and industry factors had either a positiveeutral impact on the fair value of each ofriyeorting units. We also determined that
macroeconomic factors during 2012 did not haveyaificant impact on the discount rates and growates used for the valuation performed.
Based on the qualitative assessment, we conclindédar the four reporting units, performing theotatep impairment test was unnecessary
and that no impairment charge was required.

Purchased intangible assets with finite lives aneréized using the straight-line method over thevested economic lives of the assets,
which range from several months to six years. Waually assess whether any impairment indicatorstexi purchased intangibles with finite
lives. Long-lived assets, including intangible asseith finite lives, are tested for impairment wkeer events or changes in circumstances
indicate that the carrying amount of such assetsmoaibe recoverable. The assessment of purchatewibles impairment is conducted by
first estimating the undiscounted expected fut@ghdlows to be generated from the use and evedis@dsition of the purchased intangibles
and comparing this amount with the carrying valtithese assets. If the undiscounted cash flow#easethan the carrying amounts, impairn
exists, and future cash flows are discounted aipgmopriate rate and compared to the carrying atsafrthe purchased intangibles to
determine the amount of the impairment.

There was no impairment charge recorded in 202Dl as no impairment indicators existed. Screeftingnd assessing whether
impairment indicators exist or if events or chanigesircumstances have occurred, including marketions, operating fundamentals,
competition and general economic conditions, rexguir
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significant judgment. Additionally, changes in thigh-technology industry occur frequently and qlicR herefore, there can be no assurance
that a charge to operations will not occur as alted future goodwill and purchased intangible aiyment tests.

Private Company Investmer

We periodically make strategic investments in cong@whose stock is not currently traded on angkséxchange and for which no
guoted price exists. The cost method of accounsingged to account for these investments as weanlthmaterial ownership percentage.
review these investments for impairment when eventhanges in circumstances indicate that the/iogramount of the assets might not be
recoverable. Examples of events or changes inroistances that may indicate to us that an impairmests may be a significant decrease in
the market value of the company, poor or deteiiiogainarket conditions in the public and privateiggoapital markets, significant adverse
changes in legal factors or within the businessaie the company operates, and current period ipgi@ cash flow losses combined with a
history of operating or cash flow losses or pragts and forecasts that demonstrate continuingefoassociated with the company’s future
business plans. Impairment indicators identifiedrdpthe reporting period could result in a sigrafit write-down in the carrying value of the
investment if we believe an investment has expeédra decline in value that is other than temporaryoth December 31, 2012 and 2011,
our private company investments had a carryingevafu$2.0 million and are recorded in “Other assiet®ur Consolidated Balance Sheets.

Derivative Instrument

The accounting for changes in the fair value oéavétive depends on the intended use of the diérevand the resulting designation. |
derivative instruments designated as a fair vakdgh, the gain or loss is recognized in earninglsarperiod of change together with the
offsetting loss or gain on the hedged item attelub the risk being hedged. For a derivative imsent designated as a cash flow hedge, the
effective portion of the derivative’s gain or lassnitially reported as a component of accumulaiiter comprehensive income (loss) and is
subsequently reclassified into earnings when tligée exposure affects earnings. The ineffectivéigroof the gain or loss is reported in
earnings immediately. For derivative instrumentt #re not designated as cash flow hedges, chamfgs value are recognized in earnings in
the period of change. We do not hold or issue dé&xig financial instruments for speculative tradmgposes. We enter into derivatives only
with counterparties that are among the largest ba8ks, ranked by assets, in order to minimizecoenit risk.

Recent Accounting Pronouncements

In December 2011, the FASB issued an accountinglatd update that requires disclosure of the effepbtential effect of offsetting
arrangements on a company’s financial position @ as enhanced disclosure of the rights of setedbciated with a company’s recognized
assets and liabilities. In January 2013, the FASBed another accounting standard update to cthgfgcope of the standard update issued ir
December 2011. These accounting standard upda&edfactive for reporting periods beginning on fieJanuary 1, 2013. We do not believe
that there will be a material impact on our cordaiéd financial statements upon the adoption sfgbidance.

In July 2012, the FASB issued an accounting stahdpdate intended to simplify how an entity testiefinite-lived intangible assets
other than goodwill for impairment by providing iiets with an option to perform a qualitative asseent to determine whether further
impairment testing is necessary. This accountiagdsrd update will be effective for us beginninghie first quarter of fiscal 2013. We do not
believe that there will be a material impact on camsolidated financial statements upon the adoptfdhis guidance.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Interest Rate Ris

Our exposure to market risk for changes in interasts relates primarily to our investment portfoliVe generally invest excess cash in
marketable debt instruments of the U.S. governrardtits agencies and high-quality corporate dehirtées, and by policy, limit the amount
of credit exposure to any one issuer.

The estimated fair value of our cash and cash atprits approximates the principal amounts reflettaxir Consolidated Balance She
based on the short maturities of these financettiments. Short-term and lotgrm investments consist of U.S. Treasury obligetiand othe
government agency instruments, corporate bondsmesnial paper, nokt.S. government securities, and money market fuhlds.valuation c
our investment portfolio is subject to uncertaigtikat are difficult to predict. If current marlagnditions deteriorate, we may realize losses or
the sale of our investments or we may incur tenmydrapairment charges requiring us to record urizedllosses in accumulated other
comprehensive income (loss). We could also incditexhal other-than-temporary impairment chargesitting in realized losses in our
Consolidated Statements of Operations which woedidice net income. We consider various factors ferdening whether we should
recognize an impairment charge, including the lerttime and extent to which the fair value hasrbkess than our cost basis, the financial
condition and near-term prospects of the securiigsuer, and our intent and ability to hold theeistment for a period of time sufficient to
allow any anticipated recovery in the market vakugrther, if we sell our investments prior to theiaturity, we may incur a charge to
operations in the period the sale takes place.

A sensitivity analysis was performed on our investirportfolio as of December 31, 2012. The modeténinique used measures the
change in fair values arising from hypotheticalgtlet shifts in the yield curve of various magnitsd We model the effect of an immediate
parallel shift in the yield curve. This methodologgsumes a more immediate change in interesttmtefiect the current economic
environment.

The following table presents the hypothetical f@lues of our securities, excluding cash and cgsivalents, held at December 31, 2012
that are sensitive to changes in interest rates.mddeling technique used measures the change wrafaes arising from immediate parallel
shifts in the yield curve of plus or minus 50 basénts (BPS), 100 BPS and 150 BPS (in thousands):

Fair Value
-150 BP< -100 BPS -50 BPS 12/31/2012 +50 BPS +100 BPS +150 BPS
$248,487 $ 248,16¢ $ 247,84 $ 247,52¢ $ 247,20¢ $ 246,89( $ 246,57(

Foreign Currency Exchange Rate R

While the majority of our sales are denominatetmited States dollars, we also sell our productssarvices in certain European regi
in Euros and in British Pounds, and we incur expsriis Euros, British Pounds, Israeli Shekels, ahdrdforeign currencies, which exposes us
to risk from fluctuations in foreign currency excige rates.

While we do not hedge for speculative purposes, @sult of our exposure to foreign currency exgeamte fluctuations, we enter into
forward exchange contracts to hedge our foreigreoay exposure to the Euro, British Pound, Isr@bkkel, Japanese Yen, Brazilian Real, an
Mexican Peso relative to the United States DoWlée. mitigate bank counterparty risk related to areign currency hedging program through
our policy that requires us to only enter into hedgntracts with banks that are among the wsilafgest 100 banks, as ranked by total ass
U.S. dollars.

As of December 31, 2012, we had net outstandingdat exchange contracts to sell 15.8 million Ewab$.30, 1.6 million British Poun:
at 1.63, 16.1 million Israeli Shekels at 3.77, ®ilion Mexican Pesos at 13.02, 206.5 million JagmmYen at 82.42, and 2.1 million Brazilian
Real at 2.16. These forward exchange contractsehedgnet position of foreign currency-denominatexkivables, payables and cash balance
and typically
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mature in 360 days or less. As of December 31, 20&2also had net outstanding forward exchangea&atstto sell 32.2 million Euros at 1.32,
and 1.9 million British Pounds at 1.58, and to Béyl million Israeli Shekels at 3.84. These forwaxdhange contracts, carried at fair value,
typically have maturities of more than 360 days.

We also have a cash flow hedging program underiwivie hedge a portion of anticipated revenues aedatipg expenses denominated
in the Euro, British Pound, and Israeli ShekelsofABecember 31, 2012, we had no outstanding fareighange contracts that have matur
of less than 360 days. As of December 31, 201 adeoutstanding foreign exchange contracts talgefl million Euros at 1.33, and to buy
0.3 million British Pounds at 1.42, and 75.2 mitlisraeli Shekels at 3.96. These forward exchang&acts, carried at fair value, typically
have maturities of more than 360 days.

Based on our overall currency rate exposure aseckbber 31, 2012, a near-term 10% appreciatioeediation in the United
States Dollar, relative to our foreign local cueis, would have an immaterial impact on our rasofitoperations. We may also decide to
expand the type of products we sell in foreign encies or may, for specific customer situationgode to sell in foreign currencies in our o
regions, thereby further increasing our foreignhexme risk.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements required by Item 8 anditfencial statement schedules required by Itena)Y{8] are included herein beginning
on page F-1 and page S-2, respectively. The sumpierhdata called for by Item 8 is presented orefad.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedure

Our management evaluated, with the participatioousfChief Executive Officer and our Chief Finahdficer, the effectiveness of our
disclosure controls and procedures as of the ettiegberiod covered by this Annual Report on Fof¥K1 Based on this evaluation, our Chief
Executive Officer and our Chief Financial OfficeaMe concluded that our disclosure controls andquhores are effective at a reasonable leve
of assurance to ensure that information we areiredjto disclose in reports that we file or subumitler the Securities Exchange Act of 1934
(i) is recorded, processed, summarized and repuaiithih the time periods specified in Securitiesl @xchange Commission rules and forms,
and (ii) is accumulated and communicated to Polysanmanagement, including our Chief Executive Offiaad our Chief Financial Officer, as
appropriate to allow timely decisions regardinguiegd disclosure. Our disclosure controls and pilaoes include components of our internal
control over financial reporting. Managemeand'ssessment of the effectiveness of our inteprata over financial reporting is expressed at
level of reasonable assurance because a conttehsyso matter how well designed and operatedpoavide only reasonable, but not
absolute, assurance that the control system’s tgsowill be met.

Management’s annual report on internal control overfinancial reporting

See “Management’s Report on Internal Control Oveaifcial Reporting” on page F-2 and “Report of Ipeledent Registered Public
Accounting Firm” on page F-3.
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Changes in internal control over financial reporting

There was no change in our internal control ovearitial reporting that occurred during our fouiitél quarter of 2012 that has
materially affected, or is reasonably likely to evally affect, our internal control over financigporting.

ITEM 9B. OTHER INFORMATION
Costs Associated with Exit or Disposal Activities

In February 2013, management committed to a rasiing plan that will result in the elimination oonsolidation of certain of its
facilities in order to gain efficiencies in 2013s A result, we currently expect to record restmiregucharges related to these facilities of
between approximately $10.0 million and $15.0 millin 2013, net of estimated sublease income, wpoating the impacted facilities. The
underlying cash expenditures of approximately $8illon and $13.0 million are currently expectedoiccur over the remaining lease terms,
which range from less than 1 year to 9 years.

Through the second quarter of 2013, we also cuyrerpect to record restructuring charges betwegmaximately $4.0 million and $6.0
million related to severance and other employemiteation benefits, primarily related to the elintioa or relocation of engineering positions
as a result of downsizing our Burnaby, Canada iocaT he related cash expenditures of betweeni®dlidn and $6.0 million will occur
through the second quarter of 2013.
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The information regarding our directors requiredlyg item is included under the caption “ElectafrDirectors” in our Proxy Statement
for our 2013 Annual Meeting of Stockholders (th@13 Proxy Statement”) and is incorporated hereingigrence. The information regarding
compliance with Section 16(a) of the Exchange &quired by this item is included under the capt®ection 16(a) Beneficial Ownership
Reporting Compliance” in the 2013 Proxy Statemeuk ia incorporated herein by reference. The infaimmaregarding our code of ethics,
nominating committee (including the director nontioa process) and audit committee required byithis is included under the caption
“Corporate Governance” in the 2013 Proxy Stateraedtis incorporated herein by reference.

Our executive officers, and all persons choseretmine executive officers, and their ages and positas of February 14, 2013, are as
follows:

Name Age Position(s)

Andrew M. Miller* 53  Chief Executive Officer and Preside

Eric F. Brown 47  Chief Operating Officer, Chief Financial Officercaxecutive Vice Preside

Sayed M. Darwisl 47  Chief Legal Officer, Executive Vice President ofr@orate Development and Secret
Laura J. Dur 52  Senior Vice President, Worldwide Controller anchBipal Accounting Office

Tracey E. Newel 46  Executive Vice President of Global Sa

Sudhakar Ramakrishna’ 45  President of Products and Servi

* Member of the Board of Director

**  On February 11, 2013, Mr. Ramakrishna informecdthiat he will be resigning his position and legvitolycom effective March 15, 2013,
because he has accepted another opportunity. MmaRéshna will remain with Polycom through March 2813 to transition his
responsibilities within the organizatic

Our executive officers are appointed by, and satube discretion of, the Board of Directors. Thisrao family relationship between any
of our executive officers or directors.

Mr. Miller has served as our President and Chieddexive Officer since May 2010. In addition, he basn one of our directors since
June 2010. He also served as Executive Vice Prsidéslobal Field Operations from July 2009 to M23A0. Prior to joining Polycom,
Mr. Miller served as global president of IPC Infation Systems, LLC, a provider of communicationsitions and services, from December
2007 to June 2009. Prior to his position with IRE, Miller joined Monster Worldwide Inc., a providef global online employment solutions,
as Senior Vice President, Monster North Americanftiune 2006 to August 2007. Mr. Miller served age€Chxecutive Officer of Tandberg
ASA, a provider of videoconferencing systems, frésmuary 2002 to June 2006. Mr. Miller also heldimber of roles at Cisco Systems, Inc.
from 1990 to 2001, including Vice President, US #@&ales (West) and Vice President, Marketing (GustoAdvocacy). Mr. Miller currently
serves on the Board of Directors of Bridgepoint &dion, Inc. Mr. Miller previously served on thed@d of Directors of Broadsoft, Inc. from
June 2006 to October 2010. Mr. Miller holds a BaBusiness Administration from the University afugh Carolina.

Mr. Brown has served as our Chief Operating Offi€hief Financial Officer and Executive Vice Prasitisince February 2012. Prior to
joining Polycom, Mr. Brown served as Executive VRmsident, Chief Financial Officer of Electronid#\Inc., a leading interacti
entertainment software company, from April 200&&ruary 2012. Prior to that, he served as Chiefr@tng Officer and Chief Financial
Officer of McAfee, Inc., a security technology coamy, from March 2006 until March 2008. From Janu2095 until March 2006, Mr. Brown
was McAfee’s Executive Vice President and Chiefdficial Officer. Mr. Brown served as President
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and Chief Financial Officer of MicroStrategy Incorpted, a business intelligence software proviiem 2000 until 2004. Mr. Brown curren
serves on the Board of Directors of Electronics Irtaging, Inc.

Mr. Darwish has served as our Chief Legal Offiéetecutive Vice President of Corporate Developmeut Secretary since February
2012. Mr. Darwish also served as our Executive WHpesident, Chief Administrative Officer, GeneraluBsel and Secretary from February
2011 to February 2012, Senior Vice President, Chdrhinistrative Officer, General Counsel and Seamefrom January 2008 to February
2011, Senior Vice President, General Counsel aste&ay from July 2007 to January 2008 and Vicesident, General Counsel and Secretar
from August 2005 to July 2007. Prior to joining Yamm, from December 2003 to August 2005, Mr. Damvgerved in various legal position:
EMC Corporation, ultimately as Vice President ar@h&al Counsel for EMC Corporation’s Software Graftpr EMC’s acquisition of
Documentum, Inc., where he served as Vice Presi@srteral Counsel and Secretary from July 2000etwebhber 2003. Prior to that,

Mr. Darwish served as Vice President and Generah€al for Luna Information Systems, served in uasipositions, including as General
Counsel and Vice President, Legal and HR, for F8dfware, Inc. through its acquisition by Sun Mgystems, Inc., served as Corporate
Counsel at Oracle Corporation, and was an assani#te law firm of Brobeck, Phleger & Harrison. Mdarwish is a graduate of the
University of San Francisco School of Law, J.D. daode, and holds a B.S. in Mathematics and a B.&Aconomics from the University of
lllinois, Urbana.

Ms. Durr has served as our Senior Vice President/dWide Controller and Principal Accounting Officeince October 2011. Ms. Durr
also served as our Vice President, Worldwide Cdlietrand Principal Accounting Officer from March@®to October 2011 and as Assistant
Controller from March 2004 to March 2005. Priofjdoing Polycom, Ms. Durr served as the DirectoFafance and Administration for
QuicksSilver Technology, Inc. from February 2003vtarch 2004, as an independent consultant from 2002 to February 2003 and as the
Corporate Controller for C Speed Corporation fropriA2001 to June 2002. From October 1999 to Oat@€0, Ms. Durr was a business unit
Controller at Lucent Technologies, Inc. after Luteacquisition of International Network Servicegiere she served as the Corporate
Controller from May 1995 to October 1999. Ms. Dalso spent six years in various capacities at Raterhouse LLP. Ms. Durr is a certified
public accountant and holds a B.S. in AccountigrfiSan Jose State University in San Jose, Caléorni

Ms. Newell has served as our Executive Vice PresideGlobal Sales since July 2011. Prior to joinfPolycom, she served at Juniper
Networks, a network infrastructure company, fromréfe2010 to July 2011, most recently as Senior Wiesident of Worldwide Gener
Business Sales. Prior to that, Ms. Newell serveskireral leadership positions at Cisco Systemsfwanking company, from October 1999 to
March 2010, including leading worldwide sales foebEx. Ms. Newell holds a B.A. in Business Econonfiiom the University of California,
Santa Barbara.

Mr. Ramakrishna has served as our President ofuetednd Services since February 2012. Mr. Rantakiglso served as our Execu
Vice President and General Manager, Unified Comigatiins Solutions and Chief Development OfficenfrBebruary 2011 to February 2012
and as Senior Vice President and General Managsfied Communications Products and Chief Developn@ficer from October 2010 to
February 2011. Prior to joining Polycom, Mr. Ranisghkna served as Corporate Vice President and Geviarager for Wireless Broadband
Access Solutions and Software at Motorola, Inenabile device company, from May 2007 to October@@®rior to that, Mr. Ramakrishna
served as Vice President, Product Operations &eSitw. from June 2005 to May 2007. From March 2@03une 2005, Mr. Ramakrishna
served as Vice President, Product Management an3Carporation and held a number of roles at 3Comp@uation from 1996 to 2003.
Mr. Ramakrishna holds a M.S in Computer Sciencmfk@ansas State University and an M.B.A. from Nomstern University’s Kellogg
Graduate School of Management.

ITEM 11. EXECUTIVE COMPENSATION

The information regarding executive compensatigquired by this item is included under the captiGxécutive Compensation” in the
2013 Proxy Statement and is incorporated hereirefgrence.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information regarding securities authorizedi$suance under equity compensation plans reqbiyedis item is included under the
caption “Executive Compensation—Equity Compensafitan Information” in the 2013 Proxy Statement aniehcorporated herein by
reference. The information regarding security owwhgr of certain beneficial owners and managementired by this item is included under
the caption “Ownership of Securities” in the 20X8>¥ Statement and is incorporated herein by refere

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

The information regarding transactions with relgtedsons required by this item is included underddwption “Certain Relationships and
Related Transactions” in the 2013 Proxy Statemedtisiincorporated herein by reference. The infaéimnaregarding director independence
required by this item is included under the capti@orporate Governancef the 2013 Proxy Statement and is incorporatedihday referenct

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is includeter the caption “Ratification of Appointment oflependent Registered Public
Accounting Firm—~Principal Accounting Fees and Segsl' in the 2013 Proxy Statement and is incorpdra@ein by reference.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) The following documents are filed as part @ fReport:

1. Financial Statements (see Item 8 above).

Polycom, Inc. Consolidated Financial Statementsf &ecember 31, 2012 and 2011 and for each ofhiteetyears in the period
ended December 31, 2012.

2. Financial Statement Schedule (see Item 8 ab®he)following Financial Statement Schedule isffi(es part of this Report:
Schedule ll—Valuation and Qualifying Accounts.

Schedules not listed above have been omitted bet¢hasnformation required to be set forth therginot applicable or is shown in the
financial statements or notes thereto.

3. Exhibits. See Item 15(b) below.
(b)  Exhibits

We have filed, or incorporated by reference inie Report, the exhibits listed on the accompanymugx to Exhibits.
(c)  Financial Statement Schedules
See Items 8 and 15(a)(2) above.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&i(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, thereduaty authorized.

POLYCOM, INC.

/s/ ANDREWM. M ILLER
Andrew M. Miller
Chief Executive Officer, President and Director

Date: February 14, 2013

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS:

That the undersigned officers and directors of &aty, Inc., a Delaware corporation, do hereby ctrtsteind appoint Andrew M. Miller
and Eric F. Brown, or either of them, the lawfubatey-in-fact, with full power of substitution,ftim in any and all capacities, to sign any
amendments to this report on Form 10-K and tatfiesame, with exhibits thereto and other documargsnnection therewith, with the
Securities and Exchange Commission, hereby ratjfgimd confirming all that said attorney-in-facthis substitute or substitutes may do or
cause to be done by virtue hereof.

IN WITNESS WHEREOF, each of the undersigned hasuteel this Power of Attorney as of the date indidat

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

Signature Title Date
/'s/ ANDREWM. M ILLER Chief Executive Officer, President and Director February 14, 201
Andrew M. Miller (Principal Executive Officer
/s/ ERICF. BROWN Chief Operating Officer, Chief Financial Officercan February 14, 201
Eric F. Brown Executive Vice Presider

(Principal Financial Officer

/sl LAURAJ. DURR Senior Vice President, Worldwide Control February 14, 2013
Laura J. Durr (Principal Accounting Officer
/s/ BETSYS. ATKINS Director February 14, 201
Betsy S. Atkins
/s/ Davib G. DEWALT Chairman of the Board and Direc February 14, 201
David G. DeWalt
/sl JoHNA. KELLEY Director February 14, 201
John A. Kelley
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Signature

/s/ D.ScoTTM ERCER

D. Scott Mercer

/sl WiLLiam A. O WENS

William A. Owens

/s/ KEVINT. PARKER

Kevin T. Parker

Title

Director

Director

Director
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POLYCOM, INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
Management’s Report on Internal Control Over Finarigeporting
Report of Independent Registered Public Accourfding
Consolidated Balance Sheets
Consolidated Statements of Operations
Consolidated Statements of Comprehensive Income
Consolidated Statements of Stockholders’ Equity
Consolidated Statements of Cash Flows
Notes to Consolidated Financial Stateme
Supplementary Financial Data (unaudited)

Financial Statement Schedule—Schedule 1
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC |IAL REPORTING

Management of our Company is responsible for estaib and maintaining adequate internal contr@rdinancial reporting as defined
in Rules 13a-15(f) and 15(d)-15(f) under the SemsiExchange Act of 1934. Our internal controlfi@ancial reporting is designed to
provide reasonable assurance regarding the rétjabflfinancial reporting and the preparation ofancial statements for external purposes in
accordance with generally accepted accounting ipfee Internal control over financial reportingindes those policies and procedures that:

e pertain to the maintenance of records that, inomealsle detail, accurately and fairly reflect trensactions and dispositions of the
assets of our Compan

* provide reasonable assurance that transactione@vsded as necessary to permit preparation ofi¢iaastatements in accordance
with generally accepted accounting principles, @vad receipts and expenditures of the Company @rggbmade only in accordance
with authorizations of management and directorsusfCompany; an

» provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, os@isposition of our
Compan’s assets that could have a material effect onitlamdial statement:

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of
any evaluation of effectiveness to future perioassabject to the risk that controls may becomdenaate because of changes in conditions
and that the degree of compliance with the polioiegrocedures may deteriorate.

We conducted an evaluation of the effectivenesaiointernal control over financial reporting basedthe framework in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Cassion. Based on the results of
this evaluation, management has concluded thaf, Becember 31, 2012 our internal control overtiicial reporting was effective to provide
reasonable assurance regarding the reliabilitynaiicial reporting and the preparation of finansiatements for external purposes in
accordance with generally accepted accounting iptes

The effectiveness of the Company’s internal cortk@r financial reporting as of December 31, 2042 been audited by
PricewaterhouseCoopers LLP, an independent regisfaiblic accounting firm, as stated in their répdrich appears on page F-3.

/s/ ANDREWM. M ILLER /s/ ERICF. BROWN
Andrew M. Miller Eric F. Brown
President and Chief Executive Officer Chief Operating Officer, Chief Financial Officer and
Executive Vice President
February 14, 201 February 14, 201
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders of Poigcinc.:

In our opinion, the consolidated financial statetadisted in the index appearing on pagé present fairly, in all material respects, thefinia
position of Polycom, Inc. and its subsidiaries acBmber 31, 2012 and December 31, 2011, and thksre$ their operations and their cash
flows for each of the three years in the periodeghDecember 31, 2012 in conformity with accounpnigciples generally accepted in the
United States of America. In addition, in our opimj the financial statement schedule listed innldex appearing on page F-1 presents fairly,
in all material respects, the information set fahtrein when read in conjunction with the relatedsolidated financial statements. Also in our
opinion, the Company maintained, in all materialjects, effective internal control over financiegporting as of December 31, 2012, based or
criteria established in Internal Control—Integrakedmework issued by the Committee of Sponsorirga@izations of the Treadway
Commission (COSO). The Company’s management iorssiple for these financial statements and findrstéaement schedule, for
maintaining effective internal control over finaalcieporting and for its assessment of the effectdss of internal control over financial
reporting, included in Management’s Report on Imé¢Control over Financial Reporting appearing agg@F2. Our responsibility is to expre
opinions on these financial statements, on thenirz statement schedule, and on the Company’miateontrol over financial reporting based
on our integrated audits. We conducted our auditecordance with the standards of the Public Compacounting Oversight Board (United
States). Those standards require that we plan eridrp the audits to obtain reasonable assuranmet akhether the financial statements are
free of material misstatement and whether effedtiternal control over financial reporting was ntained in all material respects. Our audits
of the financial statements included examiningadast basis, evidence supporting the amounts ianlbsures in the financial statements,
assessing the accounting principles used and &ignifestimates made by management, and evaluagngverall financial statement
presentation. Our audit of internal control oveaficial reporting included obtaining an understagdif internal control over financial
reporting, assessing the risk that a material wesdkexists, and testing and evaluating the desigmperating effectiveness of internal control
based on the assessed risk. Our audits also irtheiforming such other procedures as we consideredssary in the circumstances. We
believe that our audits provide a reasonable fasizur opinions.

A company’s internal control over financial repodiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureh®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readnaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

/s/ PRICEWATERHOUSEC OOPERS.LP

San Jose, Californi
February 14, 201

F-3



Table of Contents

ASSETS

Current assel
Cash and cash equivalel
Shor-term investment

Trade receivables, net of allowance for doubtfaoamts of $2,921 and $1,732 as of December 31,

and 2011, respective
Inventories
Deferred taxe

POLYCOM, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)

Prepaid expenses and other current a:

Assets held for sal

Total current asse
Property and equipment, r
Long-term investment
Goodwill
Purchased intangibles, r
Deferred taxe
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS '’ EQUITY

Current liabilities
Accounts payabl

Accrued payroll and employ-related liabilities

Taxes payabl
Deferred revenu
Other accrued liabilitie
Liabilities held for sal¢
Total current liabilities
Long-term deferred revent
Taxes payabl
Deferred taxe
Other lon¢-term liabilities

Total liabilities

Commitments and contingencies (Note

Stockholder equity

Common stock, $0.0005 par value; Authorized: 350,000 shares. Issued and outstanding: 175,32

and 176,316,968 shares at December 31, 2012 arid 2&bectively

Additional paic-in capital
Retained earning

Accumulated other comprehensive inca

Total stockholder equity

Total liabilities and stockholde’ equity

December 31

2012 2011
$ 477,070 $ 37524
197,19¢ 159,42
194,65 210,80
99,96( 93,28
48,91¢ 37,28:
55,45 51,24
— 67,13(
1,073,25. 994,40t
133,31 126,88
50,33 56,77
553,81 552,69
54,98 70,42:
28,40 23,35
21,23 20,26
$1,91535  $1,844,80!
$ 8998 $ 110,71
39,46 38,54¢
4,73¢ —
158,48: 138,48t
63,01¢ 59,28
— 14,11¢
355,68t 361,15
91,06 82,89
15,59 16,81
23€ 55¢
22,07 13,26
484,66. 474,68
38 40
1,326,43 1,246,20.
100,01 118,26t
4,19¢ 5,61
1,430,68! 1,370,111
$1,91535  $1,844,80!

The accompanying notes are an integral part ottEmsolidated Financial Statements.
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POLYCOM, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Year Ended December 31

2012 2011 2010
Revenue:
Product revenue $1,042,48. $1,138,05! $ 937,18«
Service revenue 350,14« 264,13 181,68t
Total revenue 1,392,62 1,402,18 1,118,87.
Cost of revenue
Cost of product revenus 426,36 439,99! 353,27:
Cost of service revenui 142,82° 103,93( 85,31:
Total cost of revenue 569,19t 543,92! 438,59
Gross profit 823,43. 858,26 680,28:
Operating expens¢
Sales and marketir 464,35: 428,82 371,48t
Research and developmt 208,51( 190,32. 137,96!
General and administrati 98,28¢ 81,66 73,37¢
Acquisitior-related cost 14,06¢ 9,68¢
Amortization of purchased intangibl 9,83( 5,54z 1,40C
Restructuring cosl 22,02« 9,39¢ 8,13¢
Litigation reserves and paymel — — 1,23t
Total operating expens 817,06¢ 725,43! 593,60t
Operating incom 6,36¢ 132,82t 86,67¢
Interest and other income (expense), (3,86¢) (1,672) (7,862
Income from continuing operations before providionincome taxe: 2,49¢ 131,15 78,81«
Provision for income taxe 38,05¢ 5,24¢ 12,15¢
Net income (loss) from continuing operatic (35,559 125,90¢ 66,65"
Income from operations of discontinued operatioes,of taxe: 9,88¢ 9,90¢ 1,75¢
Gain from sale of discontinued operations, neb&és 35,42¢ — —
Net income $ 9,75¢ $ 135,81« $ 68,40¢
Basic net income (loss) per she
Net income (loss) per share from continuing openrs $ (020 $ 0.71 $ 0.3¢
Income per share from discontinued operationsphtetxes 0.0€ 0.0€ 0.01
Gain per share from sale of discontinued operatinesof taxe: 0.2C — —
Basic net income per she $ 0.0€ $ 0.71 $ 0.4(
Diluted net income (loss) per sha
Net income (loss) per share from continuing openrst $ (020 $ 0.6¢ $ 0.3¢
Income per share from discontinued operationsphttxes 0.0¢ 0.0t 0.01
Gain per share from sale of discontinued operatinesof taxe: 0.2C — —
Diluted net income per sha $ 0.0€ $ 0.7% $ 0.3¢
Weighted average shares outstanding for basimnetrie (loss) per shar 176,87¢ 176,42t 170,66.
Weighted average shares outstanding for dilutedheetne (loss) per shart 176,87¢ 181,19! 176,371

* Shares have been retrospectively adjusted tecethe two-for-one split which was effective otyJL, 2011. See Note 1 of Notes to
Consolidated Financial Statemer

Note: Earnings per share amount for continuing ajoams, discontinued operations and net incompresented above, are calcula
individually and may not sum due to rounding diffieces. As a result of the net loss from continaipgrations for 2012, all potentially issuz
common shares have been excluded from the dillimes used in the computation of earnings per $hatbe period as their effect was anti-
dilutive.

The accompanying notes are an integral part ottEmsolidated Financial Statements.
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POLYCOM, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

Net income
Other comprehensive income (loss), net of
Foreign currency translation adjustme
Unrealized gains/(losses) on investme
Unrealized holding losses arising during the pe
Net gains/losses reclassified into earni
Net unrealized gains/(losses) on investm
Unrealized gains/(losses) on hedging securi
Unrealized hedge gains/losses arising during thieg
Net gains/losses reclassified into earnings foenee hedge
Net gains/losses reclassified into earnings foeesp hedge
Net unrealized gains/(losses) on hedging secu
Other comprehensive income (lo
Comprehensive incomr

Year Ended December 31

2012 2011 2010
$9,75¢ $135,81: $68,40¢
1,33¢ 23¢ (3,139
(30) (17) (809)
() (28) 6,497

$ 37 $ (45 $ 5,68¢
1,01¢ 1,441 4,04¢
(7,139 7,115 (6,227)
3,39¢ (4,257 1,701
$(2,716  $ 4,30« $ (476
$(1,41) $ 4,49¢ $ 2,07¢
$ 8,341 $140,31: $70,48:

The accompanying notes are an integral part ottEmsolidated Financial Statements.

F-6



Table of Contents

POLYCOM, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(in thousands, except share data)

Balances, December 31, 2009

Net income

Other comprehensive incor

Issuance of vested performance shares and
restricted stock unit

Issuance of stock for Circa acquisition e-out

Exercise of stock options under stock option |

Shares purchased under employee stock pur
plan

Purchase and retirement of common stock at

Stoclk-based compensatic

Tax benefit from stock option activi

Cumulative tax adjustme

Balances, December 31, 20

Net income

Other comprehensive incor

Issuance of vested performance shares and
restricted stock unit

Exercise of stock options under stock option |

Shares purchased under employee stock pur
plan

Purchase and retirement of common stock at

Stoclk-based compensatic

Tax benefit from stock option activi

Issuance of options in connection with
acquisition

Balances, December 31, 20

Net income

Other comprehensive income (lo

Issuance of vested performance shares and
restricted stock unit

Exercise of stock options under stock option |

Shares purchased under employee stock pur
plan

Purchase and retirement of common stock at

Stoclk-based compensatic

Tax benefit from stock option activi

Balances, December 31, 20

Common Stock

Additional

Accumulated
Other
Comprehensive

Retained
Earnings
(Accumulated

Paid-1

Shares* Amount Czlpita?l Income (Loss) Deficit) Total
168,970,06 $ 4C  $1,066,79 $ (962 $ (12,01) $1,053,85
— — — — 68,40¢ 68,40¢
_ _ — 2,07 — 2,07
3,428,521 — — — — —
2 — — — — —
5,314,53I 1 52,18 — — 52,18t
1,312,29i — 12,66¢ — — 12,66¢
(5,915,51) (1) (39,42)) — (44,77)) (84,205
— — 56,17" — — 56,17"
— — 10,43 — — 10,43
— — 3,37¢ — — 3,37¢
173,109,89 $ 4C $1,162,20. $ 1,117 $ 11,61 $1,174,97
— — — — 135,81« 135,81«
— — — 4,49¢ — 4,49¢
3,355,83l — — — — —
1,780,40: — 23,43( — — 23,43(
1,143,61. — 17,36¢ — — 17,36¢
(3,072,77) — (35,77)) — (29,16¢) (64,937)
— — 65,26: — — 65,26:
— — 13,50¢ — — 13,50¢
— — 207 — — 207
176,316,96 $ 4C $1,246,20. $ 5,61( $ 118,26! $1,370,11
— — — — 9,75t 9,75t
— — — (1,419 — (1,419
2,463,13! — — — — —
579,71: — 4,85¢ — — 4,85¢
1,867,68: 1 20,97t — — 20,97¢
(5,903,60) (3) (39,89 — (28,00 (67,907
— — 89,24! — — 89,24!
— — 5,05¢ — — 5,05¢
175,323,88 $ 38 $1,326,43 $ 4,19¢ $ 100,01 $1,430,68!

* Shares have been retrospectively adjusted tecethe two-for-one split which was effective otyJL, 2011. See Note 1 of Notes to

Consolidated Financial Statemer

The accompanying notes are an integral part ottEmsolidated Financial Statements.
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POLYCOM, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31

2012 2011 2010
Cash flows from operating activitie
Net income $ 9,75t $ 135,81« $ 68,40¢
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciation and amortizatic 61,58¢ 52,56¢ 41,44(
Amortization of purchased intangibl 20,31¢ 21,74 18,99
Provision for doubtful accoun 1,10¢ —
Provision for excess and obsolete inventc 6,42( 8,567 5,717
Non-cash stoc-based compensatic 89,24¢ 65,26 56,17"
Excess tax benefits from stc-based compensatic (9,297%) (13,430 (11,619
Impairment of private company investme — 79 6,53(
Loss on disposals of property and equipn 4,08( 1,537 142
Net gain on sale of discontinued operati (35,42Y — —
Tax expense on company reorganiza 38,83 — —
Changes in assets and liabilities, net of the efiEacquisitions and divestitur
Trade receivable 16,58: (63,009 (21,69¢)
Inventories (11,429 2,54¢ (42,847
Deferred taxe (15,939 (12,446 (3,537)
Prepaid expenses and other current a: (8,83 (3,190 (29,537)
Accounts payabl (22,909 22,81¢ 3,651
Taxes payabl 5,12: 13,49¢ 2,77(
Other accrued liabilities and deferred reve 37,75¢ 67,29¢ 48,79
Net cash provided by operating activit 186,98( 299,64! 143,40(
Cash flows from investing activitie
Purchases of property and equipr (67,27() (69,279 (69,33)
Purchases of investmer (312,63 (372,56 (374,949
Proceeds from sale of investme 52,28¢ 41,46 102,07¢
Proceeds from maturity of investme 229,21: 326,33: 199,62.
Net cash received from sale of discontinued opama 50,41 — —
Net cash paid in acquisitiol (4,587%) (163,63() —
Net cash used in investing activiti (52,576 (237,68) (142,579
Cash flows from financing activitie
Proceeds from issuance of common stock under emlogtion and stock purchase pl 25,83 40,79¢ 64,85«
Purchase and retirement of common st (67,909 (64,937 (84,206
Excess tax benefits from stc-based compensatic 9,29i 13,43( 11,61¢
Net cash used in financing activiti (32,777) (10,709 (7,739
Net increase (decrease) in cash and cash equis 101,63: 51,25: (6,910
Cash and cash equivalents, beginning of pe 375,44: 324,18t 331,09¢
Cash and cash equivalents, end of pe $ 477,07: $ 375,44 $ 324,18t
Supplemental disclosures of cash flow information
Non-cash consideration paid for acquisit $ — $ 207 $ —
Cash paid for intere: $ 751 $ 544 $ 834
Cash paid for income tax $ 24,57( $ 15,947 $ 24,34¢

The consolidated statements of cash flows inclumehined cash flows from continuing operations alaitly discontinued operations. The €
of period Cash and Cash Equivalents balances Becgmber 31, 2011 and 2010 include $200 of cashdad within “Assets held for sale” in
the Consolidated Balance Sheets.

The accompanying notes are an integral part oket@@msolidated Financial Statements.
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POLYCOM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Description of Business and Summary of Significs Accounting Policies:
Description of Business:

Polycom is a leading global provider of high-qualiasy-to-use communications solutions that enatiterprise, government, education
and healthcare customers to more effectively coliate over distance, time zones and organizatiomahdaries. Our solutions are built on
architectures that enable unified video, voice @matent communications.

Principles of Accounting and Consolidation:

These Consolidated Financial Statements have reganed in accordance with accounting principlesegaly accepted in the United
States of America. The Consolidated Financial $tatgs include the accounts of the Company andhily+owned subsidiaries. All
significant intercompany balances and transacti@ve been eliminated.

Certain prior year amounts have been reclassifiebhform to the current year presentation aswatreSthe discontinued operations
discussed in Note 3.

Use of Estimates:

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States of America
requires management to make estimates and assasfiiat affect the amounts reported in the Compsafityancial statements and
accompanying notes. Actual results could diffenfrihose estimates.

Cash and Cash Equivalents:

The Company considers all highly liquid investmauith original maturities of 90 days or less at timee of purchase to be cash
equivalents.

Allowance for Doubtful Accounts:

The Company maintains an allowance for doubtfubaats for estimated losses resulting from the iitglwf the Company’s customers
to make required payments. The Company revievalldg/ance for doubtful accounts quarterly by assgsadividual accounts receivable
over a specific aging and amount, and all otheairti@s on a pooled basis based on historical colleekperience. If the financial conditions
the Company’s customers were to deteriorate, adleasfecting their abilities to make payments, iiddal allowances would be required.
Delinquent account balances are written off aftanagement has determined that the likelihood déctibn is remote.

Investments:

The Company'’s short-term and long-term investmastsf December 31, 2012 are comprised of U.S. aneLhS. government
securities, U.S. agency securities and corpordiesurities. Investments are classified as dleont-or long-term based on their remaining
maturities. All investments are held in the Compamame at a limited number of major financial gibns. At December 31, 2012 and 20
all of the Company’s investments were classified\aslable-for-sale and were carried at fair vdlased on quoted market prices, broker or
dealer quotations, or alternative pricing sourciéh veasonable levels of price transparency aetiteof the reporting period. Unrealized gains
and losses are recorded as a separate comporestuhulated other
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comprehensive income (loss) in consolidated statésred stockholders’ equity. If these investmemtssold at a loss or are considered to have
other than temporarily declined in value, a chaxgainst earnings is recorded. The specific idematifon method is used to determine the cost
of securities disposed of, with realized gains lmsdes reflected in interest and other income (es@g net.

For strategic reasons, the Company has made vaneestments in private companies. The private aimgpnvestments are carried at
cost and written down to estimated market valueniihdications exist that these investments haverdtian temporarily declined in value. -
Company reviews these investments for impairmermgndvents or changes in circumstances indicatértipatirment may exist and makes
appropriate reductions in carrying value, if neaegsThe Company evaluates a number of factortydiry price per share of any recent
financing, expected timing of additional financitiguidation preferences, historical and forecagtachings and cash flows, cash burn rate, ar
technological feasibility of the investee company'educts to assess whether or not the investraquatentially impaired.

Inventories:

Inventories are valued at the lower of cost or retvkith cost computed on a first-in, first-out (Rl}-basis. Consideration is given to
obsolescence, excessive levels, deterioration Hret tactors in evaluating net realizable valuee Tompany records write-downs for excess
and obsolete inventory equal to the difference betwthe carrying value of inventory and the estmdtiture selling price based upon
assumptions about future product life-cycles, pobdiemand and market conditions. At the point efltss recognition, a new, loweost basi
for that inventory is established, and subsequeanges in facts and circumstances do not resthimestoration or increase in that newly
established cost basis.

Property and Equipment:

Property and equipment are stated at cost lessragated depreciation and amortization. Depreciagqmrovided using the straight-line
method over the estimated useful lives of the as&stimated useful lives are one to thirteen yeawsortization of leasehold improvements is
computed using the straight-line method over tlarteh of the remaining lease term or the estimageul lives of the related assets, typically
three to thirteen years. Disposals of capital emeipt are recorded by removing the costs and acetetltiepreciation from the accounts and
gains or losses on disposals are included in thatseof operations.

Goodwill:

Goodwill is not amortized but is regularly reviewied potential impairment. In September 2011, tASB issued authoritative guidance
on goodwill impairment testing which provides @ptitan option to perform a qualitative assessntedétermine whether further impairment
testing is necessary. The Company elected to addpt this guidance in 2011 and such adoption dichave an impact to the Company’s
Consolidated Financial Statements. The identificatind measurement of goodwill impairment involtresestimation of the fair value of the
Company'’s reporting units. The estimated fair valfieeporting units are based on the best inforomedivailable as of the date of the
assessment, which primarily incorporate managerstmptions about expected future cash flows. Ewash flows can be affected by
changes in industry or market conditions or the eatd extent to which anticipated synergies or sagings are realized with newly acquired
entities.

Impairment of Long-Lived Assets:

Purchased intangible assets with finite lives aneréized using the straight-line method over thevested economic lives of the assets,
which range from several months to six years. Pagetl intangible assets determined to have indefiisiéful lives are not amortized. Long-
lived assets, including intangible assets, areere®d for impairment whenever events or changesénrastances indicate that the carrying
amount of such assets may not be recoverable. Digiation of recoverability is based on an estintdtendiscounted future
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cash flows resulting from the use of the assetrou of assets and their eventual disposition. Mesament of an impairment loss for lotiged
assets that management expects to hold and uaséd bn the estimated fair value of the asset.liwad assets to be disposed of are reporte
at the lower of carrying amount or estimated failue less costs to sell.

Guarantees:
Warranty

The Company provides for the estimated costs aymbwarranties at the time revenue is recognizbd.specific terms and conditions
of those warranties vary depending upon the proshoict In the case of hardware manufactured byCrapany, warranties generally start
from the date of purchase and continue for onéreetyears depending on the product purchasedv&efproducts generally carry a 90-day
warranty from the date of purchase. The Comparngtslity under warranties on software productiptovide a corrected copy of any portion
of the software found not to be in substantial ciimmge with the agreed upon specifications. Fadtuas affect the Company’s warranty
obligation include product failure rates, matetsage and service delivery costs incurred in ctngproduct failures. The Company assesse:
the adequacy of the recorded warranty liabilitiesreg quarter and makes adjustments to the liakflingcessary.

Changes in the warranty obligation during the ggnehich is included as a component of “Other agedriiabilities” on the Consolidated
Balance Sheets, are as follows (in thousands):

December 31

2012 2011
Balance at beginning of year $ 10,577 $ 8,28¢
Accruals for warranties issued during the y 18,43: 22,76
Actual charges against warranty reserve duringytae (18,539 (20,472
Balance at end of ye: $10,47¢ $ 10,57%

Deferred Services Reven

The Company offers maintenance contracts for salmast of its products which allow for customerseoeive service and support in
addition to, or subsequent to, the expiration ef¢bntractual product warranty. The Company alseiges managed services to its customers
under contractual arrangements. The Company repegtie maintenance and managed services revemuehfese contracts over the life of
the service contract.

Deferred services revenue, of which $156.5 milama $136.5 million is short-term and included @smponent of “Deferred revenue”
as of December 31, 2012 and 2011, respectively$86dB million and $75.7 million is long-term argimcluded as a component of “Long-
term deferred revenuels of December 31, 2012 and 2011, respectiveljh@Consolidated Balance Sheets. Changes during&td 2011 a
as follows (in thousands):

December 31

2012 2011
Balance at beginning of year $212,17¢ $ 141,55t
Addition to deferred services rever 349,02: 307,84(
Amortization of deferred services rever (319,42) (237,219
Balance at end of ye: $ 241,77 $212,17¢

The cost of providing these services for the yeaded December 31, 2012, 2011, and 2010 was $&8lfié, $98.4 million, and $78.8
million, respectively.
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Officer and Director Indemnifications

As permitted or required under Delaware law anthéomaximum extent allowable under that law, thenfany has certain obligations to
indemnify its current and former officers and diogs for certain events or occurrences while tHigef or director is, or was serving, at the
Company’s request in such capacity. The maximurargial amount of future payments the Company cbeldequired to make under these
indemnification obligations is unlimited; howevére Company has a director and officer insurandieypthat mitigates the Company’s
exposure and enables the Company to recover apartiany future amounts paid. As a result of thenfany’s insurance policy coverage, the
Company believes the estimated fair value of tlegemnification obligations is not material.

Other Indemnifications

As is customary in the Company’s industry, as ptedifor in local law in the U.S. and other jurigiins, the Company’s standard
contracts provide remedies to its customers, saaeense, settlement, or payment of judgmentfetiectual property claims related to the
use of its products. From time to time, the Compiadgmnifies customers against combinations of, legpense, or liability arising from
various trigger events related to the sale andisieeof its products and services. In addition, ftone to time the Company also provides
protection to customers against claims relatechttiacovered liabilities, additional product liab#és or environmental obligations.

Revenue Recognition:

The Company recognizes revenue when persuasiveremgdf an arrangement exists, title and risk sf lmave transferred, product
payment is not contingent upon performance of ilaian or service obligations, the price is fixeddeterminable, and collectability is
reasonably assured. In instances where final aaoeptof the product or service is specified byctomer, revenue is deferred until all
acceptance criteria have been met. Additionally,@lompany recognizes maintenance service revemuiés lsardware and software products
ratably over the service periods of one to fivergeand other services upon the completion of liasian or professional services provided.

Some of the Company’s products are integrated sdftware that is essential to the functionalityhef equipment. Additionally, the
Company provides unspecified software upgradessahdncements related to most of these productsghnmaintenance contracts.

An entity is required to allocate revenue in amagement using estimated selling price (“ESP”)aliv@rables if a vendor does not first
have vendor-specific objective evidence (“VSOE"sefling price or secondly does not have thirdypaxtidence (“TPE”) of selling price and
to allocate revenue based on the relative selliigppnethod.

A multiple-element arrangement includes the sale of one oe taomgible product offerings with one or more aided services offering
each of which are individually considered sepauatits of accounting. The determination of the Conypaunits of accounting did not change
with the early adoption of the revenue recognitjoidance. The Company allocates revenue to eanteeaten a multiple-element arrangement
based upon the relative selling price of each dedilsle. When applying the relative selling pricehmod, the Company determines the selling
price for each deliverable using VSOE of sellingerif it exists, or TPE of selling price. If nedr VSOE nor TPE of selling price exist for a
deliverable, the Company uses its best estimaselthg price for that deliverable. Revenue alledato each element is then recognized when
the other revenue recognition criteria are mee#wh element.

VSOE is established based on the Company’s stamualidg and discounting practices for the spegficduct or service when sold
separately. In determining VSOE, the Company reguinat a substantial majority of the selling @wifa a product or service fall within a
reasonably narrow pricing range.
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When VSOE cannot be established, the Company atteimestablish the selling price of each elemastd on TPE. TPE is determined
based on competitor prices for similar deliverablen sold separately.

When the Company is unable to establish the sefiiiwp using VSOE or TPE, the Company uses ESR @llocation of arrangement
consideration. ESP represents the price at whiglCttmpany would transact a sale if the element a@ickon a stand-alone basis. The
Company determines ESP for a product by consideninlgiple factors including, but not limited to,agraphies, market conditions,
competitive landscape, and pricing practices. Téterthination of ESP is made based on review obhiéstl sales price, taking into
consideration the Company’s go-to-market strat@pnerally, the Company uses historical net sefinges to establish ESP. The Company
regularly reviews its basis for establishing VSOBE and ESP. The Company does not expect a matapatt in the near term from changes
in VSOE, TPE or ESP.

Channel Partner Programs and Incentives

The Company records estimated reductions to reefonehannel partner programs and incentive afégriincluding special pricing
agreements, promotions and other volume-basedtimesnThe Company also accrues for co-op markdtinds as a marketing expense if the
Company receives an identifiable benefit in excleaagd can reasonably estimate the fair value offtngtifiable benefit received; otherwise
is recorded as a reduction to revenues.

Research and Development Expenditures:

Research and development expenditures are charggeétations as incurred and consist primarilyashpensation costs, including
stock-based compensation, outside services, expenaterials, depreciation and an allocation of bgad expenses, including facilities and IT
costs. Software development costs incurred prithecestablishment of technological feasibility enguded in research and development and
are expensed as incurred. After technological bélétgiis established, material software developtrests are capitalized. The capitalized cos
is amortized on a straight-line basis over therestttd product life, or on the ratio of current rewes to total projected product revenues,
whichever is greater. To date, the period betwehieaing technological feasibility, which the Comgahas defined as the establishment of a
working model, which typically occurs when betaitegs commences, and the general availability ohssaftware has been short and software
development costs qualifying for capitalization édoeen insignificant. Accordingly, the Company hascapitalized any software
development costs.

Advertising:

The Company expenses the production costs of asimgris expenses are incurred. The productiors adstdvertising consist primarily
of trade shows, online media, magazine and radrertidements, agency fees and other direct praglucosts. Advertising expense for the
years ended December 31, 2012, 2011, and 20102628 fillion, $21.3 million, and $20.9 million, gesctively.

Income Taxes:

The Company accounts for income taxes under théitiamethod, which recognizes deferred tax asaatsliabilities based on the
difference between the financial statement andégesis of assets and liabilities using enactedatesrin effect for the year in which the
differences are expected to affect taxable incoraduation allowances are established to reducerdafeax assets when, based on available
objective evidence, it is more likely than not the benefit of such assets will not be realized.

The Company recognizes and measures benefits fertam tax positions using a two-step approack. first step is to evaluate the tax
position taken or expected to be taken in a taxmety determining if the weight of available evide indicates that it is more likely than not
that the tax position will be sustained upon audit,
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including resolution of any related appeals ogétion processes. For tax positions that are nilcey lthan not to be sustained upon audit, the
second step is to measure the tax benefit as fifpestaamount that is more than 50% likely to bdized upon settlement. Significant judgment
is required to evaluate uncertain tax positione Tompany evaluates its uncertain tax positiona quarterly basis. Evaluations are based
upon a number of factors, including changes insfactcircumstances, changes in tax law, correspmedeith tax authorities during the course
of audits and effective settlement of audit iss&@sanges in the recognition or measurement of taioetiax positions could result in material
increases or decreases in income tax expense petfa in which the change is made, which couleh@material impact on the Company’s
effective tax rate and operating results. The Campacognizes interest and/or penalties relatedaome tax matters in income tax expense.

Foreign Currency Translation:

Assets and liabilities of non-U.S subsidiaries, wehthat local currency is the functional curreramg translated to U.S. dollars at
exchange rates in effect at the balance sheebddténcome and expense accounts are translatedrae exchange rates in effect during the
period. The resulting translation adjustments éectly recorded to a separate component of “Acdated other comprehensive income
(loss).” Foreign exchange transaction gains ansefrom the remeasurement of non-functional cayrélenominated assets and liabilities
have not been significant to date and are includdéke Company’s results of operations as partmtetest and other income (expense), net”.

As a result of the sale of the Company’s formeemrtse wireless voice solutions (the “EWS”) busimésee Note 3 of Notes to
Consolidated Financial Statements) in December 20bh&h included a wholly owned Danish subsidiaithvea Danish Krone functional
currency, the Company recognized its associatagmcy translation adjustment balance of $1.1 mmillichich effectively reduced the gain
from sale of the discontinued operations.

The following table sets forth the change of fonetgirrency translation adjustments during eachrtaypperiod and the balances as of
December 31 (in thousands):

2012 2011 2010

Beginning balance $1,841 $1,60- $4,74C
Foreign currency translation adjustme 1,33¢ 23¢ 3,13¢
Ending balanc: $3,18( $1,841 $ 1,602

Derivative Instruments:

The accounting for changes in the fair value oéawvétive depends on the intended use of the direzand the resulting designation. |
a derivative instrument designated and qualifyisg &ash flow hedge, the effective portion of tegwative’s gain or loss is initially reported
as a separate component of accumulated other chersiee income (loss) and is subsequently reciadsdiito earnings when the hedged
exposure affects earnings. The excluded and ineféeportions of the gain or loss are reporteddmegs immediately. For derivative
instruments that are not designated as cash flogdw changes in fair value are recognized in egsrin the period of change. The Company
does not hold or issue derivative financial instemts for speculative trading purposes. The Comgasrs into derivatives only with
counterparties that are among the largest U.S.dhaakked by assets, in order to minimize its ¢nésk.

Computation of Net Income Per Share:

Basic net income per share is computed by dividieigncome by the weighted average number of conshares outstanding for the
period. Diluted net income per share reflects thditaonal dilution from potential issuances of coomstock, such as stock issuable pursua
the exercise of stock options and warrants outstgrehd shares of common stock subject to repuectRatentially dilutive shares are
excluded from the computation of diluted net incqmee share when their effect is antidilutive.
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On June 1, 2011, the Company announced that itedBddirectors approved a two-for-one stock splithe Company’s outstanding
shares of common stock effected in the form of @4 8tock dividend (“the stock split”). The stoclispntitled each stockholder of record at
the close of business on June 15, 2011 to receigexdditional share of common stock for every drares of common stock owned as of that
date, payable by the Company’s transfer agent ynLJ@011. The par value of the Company’s comntoolswas maintained at the pre-split
amount of $0.0005 per share. The Consolidated Eiab8tatements and notes thereto, including @ftesland per share data, have been res
as if the stock split had occurred as of the estrferiod presented.

Fair Value Measurements:

The Company has certain financial assets andiliasirecorded at fair value which have been digskas Level 1, 2 or 3 within the fair
value hierarchy. Fair values determined by Levielplts utilize quoted prices (unadjusted) in activarkets for identical assets or liabilities
that the Company has the ability to access. Fdiregadetermined by Level 2 inputs utilize data [gthat are observable such as quoted price
for similar assets in active markets, or identarasimilar assets in inactive markets, interestg@nd yield curves. Fair values determined by
Level 3 inputs utilize unobservable data pointstifiar asset or liability.

The carrying amounts reflected in the consolidé@ldnce sheets for cash and cash equivalents, r@sameeivable, accounts payable,
and other accrued liabilities approximate fair eatlue to their short-term maturities.

Stock-Based Compensation:

The Company’s stock-based compensation progransstaf grants of stock-based awards to employedsian-employee directors,
including stock options, restricted stock units gedormance shares, as well as the Company’s geplstock purchase plan. The estimated
fair value of these awards is charged against ircower the requisite service period, which is gaelhethe vesting period.

The fair value of stock option and Employee StoakchRase Plan (‘ESPP”) awards is estimated at thet glate using the Black-Scholes
option valuation model. The fair value of restritstock units is based on the market value of i @any’s common stock on the date of
grant. Compensation expense for restricted stoitk,uncluding the effect of forfeitures, is recazgd over the applicable service period. The
fair value of performance shares is based on thr&ehprice of the Company’s stock on the date ahgand assumes that the performance
criteria will be met and the target payout levell e achieved. Compensation cost is adjusteddbsasquent changes in the outcome of
performance-related conditions until the awards.€Bhe fair value of a performance share with aketazondition is estimated on the date of
award, using a Monte Carlo simulation model toneaté the total return ranking of the Company’sisiaaelation to the target index of
companies over each performance period. Compensaiit on performance shares with a market comdisimot adjusted for subsequent
changes regardless of the level of ultimate vesting

Business Combinations:

The Company recognizes separately from goodwilfdirevalue of assets acquired and the liabiliiesumed. Goodwill as of the
acquisition date is measured as the excess ofdmrasion transferred and the net of the acquisiiae fair values of the assets acquired and
the liabilities assumed. While the Company usebétst estimates and assumptions as a part of thkgse price allocation process to value
assets acquired and liabilities assumed at thegitign date, the Company’s estimates are inheyanttertain and subject to refinement. As a
result, during the measurement period, which mayt one year from the acquisition date, the Camygmay record adjustments
retrospectively to the fair value of assets acqluiaed liabilities assumed, with the correspondifiget to goodwill. Upon the conclusion of the
measurement period or final determination of thevalue of assets acquired or liabilities assuméddchever comes first, any subsequent
adjustments are recorded to the Company’s consetidstatements of operations.
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In addition, uncertain tax positions and tax-redataluation allowances assumed in connection whihsiness combination are initially
estimated as of the acquisition date. The Compaayaluates these items quarterly and records gagtagents to the Company’s preliminary
estimates to goodwill provided that the Companyithin the measurement period and the Company oesi to collect information in order
determine their estimated fair values as of the daacquisition. Subsequent to the measuremeitdper the Company’s final determination
of the tax allowance’s estimated value, changekese uncertain tax positions and tax related vialuallowances will affect the Company’s
provision for income taxes in the Company’s cortiftd statements of operations.

Recent Pronouncements:

In December 2011, the FASB issued an accountinglatd update that requires disclosure of the etfepbtential effect of offsetting
arrangements on a company’s financial position @ as enhanced disclosure of the rights of setedébciated with a company’s recognized
assets and liabilities. In January 2013, the FASBed another accounting standard update to cthgfgcope of the standard issued in
December 2011. These accounting standard updatedfactive for reporting periods beginning on fteaJanuary 1, 2013. The Company ¢
not believe that there will be a material impacttsrconsolidated financial statements upon theptidio of this guidance.

In July 2012, the FASB issued an accounting stahdpdate intended to simplify how an entity testiefinite-lived intangible assets
other than goodwill for impairment by providing #iets with an option to perform a qualitative assaent to determine whether further
impairment testing is necessary. This accountiagdard update will be effective for the Companyitweing in the first quarter of fiscal 2013.
The Company does not believe that there will beatenal impact on its consolidated financial stagets upon the adoption of this guidance.

2. Business Combinations:

During 2011, the Company completed three businesbmations. On March 21, 2011, the Company coragléte acquisition of all of
the outstanding shares of Accordent Technologies,(fAccordent”), a privately-held video contenanagement and delivery solutions
company. On July 27, 2011, the Company acquiredsiets of the Hewlett-Packard Visual CollaboratiétiPVC”) business, including the
Halo Products and Managed Services business. In2@4g, the Company completed the purchase of oeatiditional equipment from HP
Financing Services for approximately $5.0 millib’at was agreed to in conjunction with the HPVC &itjan. On October 14, 2011, the
Company acquired ViVu, Inc. (“ViVu”), a privatelyelfid video collaboration software company. The tatlcash paid in 2011 for these
business combinations was $163.6 million, plus cash consideration of $0.2 million. The Companyihakided the financial results of
Accordent, HPVC and ViVu in its Consolidated Fineh&tatements from their respective dates of aitjom. Pro forma results of operations
for the acquisitions completed during the yearshast been presented because the effects of thésdimms, individually and in the aggregs
were not material to the Company’s financial result
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The following table summarizes the allocation & thtal purchase consideration to the assets abilities assumed in 2011 as of the
acquisition dates (in thousands):

Tangible assett

Current assel $ 8,20«
Property and equipme 2,99(
Long-term asset 1,25
Total tangible assets acquir 12,45:
Liabilities:
Current liabilities (7,78€)
Long-term liabilities (4,362
Total liabilities assume (12,149
Fair value of net assets acquil 302
Intangible assets consisting
Core and developed technolc 20,60(
Customer and partner relationsh 50,10(
Trade nam 1,40(
In-Process Research and Developm“IPR&D”) 1,40(C
Other 50C
Deferred tax liability (1,62%)
Goodwill 91,15¢
Total consideratiol $163,83

Goodwill is not deductible for tax purposes. Thedwill generated from the Company’s business coatiins completed during the
year ended December 31, 2011 is primarily attribietéo expected synergies. The fair values of igitale assets were calculated based or
income and cost approaches and are being amodizrcight months to six years. The acquisitioatesl costs were expensed as incurred. Ir
2012, the Company made adjustments, which werenatgrial, to the preliminary purchase price allmragfter giving consideration to final
valuation reports and obtaining more informatiogareling, among other things, asset valuationsiliials assumed, and revisions of
preliminary estimates.

3. Discontinued Operations:

On May 10, 2012, the Company entered into a Puechad Sale Agreement (the “Purchase Agreementt) Midbile Devices Holdings,
LLC, a Delaware limited liability corporation (“Mdlle Devices”), pursuant to which the Company wadilkst its enterprise wireless voice
solutions (“EWS”) business to an affiliate of Suap@al Partners, Inc. On October 22, 2012, the litage Agreement was amended (the
“Amended Purchase Agreement”). Per the terms oAthended Purchase Agreement, Mobile Devices wocdhiae SpectraLink Corporation
(“SpectraLink”), a wholly-owned subsidiary of th@@pany, by purchasing all of the outstanding stoutt an intercompany note of
SpectraLink from the Company. On December 4, 2612 Company completed the disposition of the asfdts EWS business to Mobile
Devices and received cash consideration of apprabeiy $50.7 million. Additional cash consideratimiup to $57.0 million is payable over
the next four years subject to certain conditiamsluding meeting certain agreed-upon EBITDA-basgléstones. Such additional cash
consideration will be accounted for as a gain da shdiscontinued operations, net of taxes, whénrealized or realizable. In accordance \
accounting guidance, the Company has reportecethéts of operations and financial position of EW$iscontinued operations within its
consolidated statements of operations and baldrestsfor all periods presented.
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Summarized results from discontinued operationgwsrfollows (in thousands):

Year ended December 31

2012 2011 2010
Revenues $71,13: $93,60¢ $99,61°
Income from discontinued operatic 15,97 16,06¢ 3,48:
Income tax provisiol 6,08t 6,16( 1,72¢
Net income from discontinued operatic $ 9,88¢ $ 9,90¢ $ 1,75¢

The carrying amounts of the net assets sold atileee4, 2012 were as follows (in thousands):

Assets:
Cash and cash equivalel $ 24¢
Trade receivables, n 7,221
Inventories 12,65¢
Deferred taxe (30¢)
Prepaid expenses and other as 29t
Property and equipment, r 4,301
Goodwill 30,87
Purchased intangibles, r 5,72¢
Assets held for sal $61,01¢
Liabilities:
Accounts payabl $ 2,31¢
Accrued payroll and related liabilitie 1,87
Deferred revenu 5,04+
Other accrued liabilitie 1,60¢
Deferred taxe 1,61(
Liabilities held for sal¢ $12,45¢
Net assets sol $48,56(

The Company recorded a gain of $35.4 million in20h the sale of discontinued operations (netxdgdawhich was calculated as
follows (in thousands):

Proceeds received upon clc $ 50,65¢
Less: costs incurred directly attributable to ttamsactior 92¢
Net proceeds from sale of discontinued operat 49,73(
Less: book value of net assets ¢ 48,56(
Less: realization of foreign currency translatiajustment upon sale of foreign EWS subsidi 1,141
Gain from sale of discontinued operatic 29
Income tax benefi (35,399
Net gain from sale of discontinued operati $ 35,42¢

See Note 14 of Notes to Consolidated Financiak8tants for discussion of income tax benefit on ¢@im sale of discontinued
operations.
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4. Accounts Receivable Financing

In 2012, the Company launched a customer finangingram and entered into a financing agreement‘gtmancing Agreement”) with
an unrelated third party financing company. Thegpan offers channel partners, distributors, andlies direct or indirect financing on their
purchases of the Company’s products and serviegsuBnt to the terms of the Financing AgreemerstGbmpany transfers accounts
receivable from these customers, without recouesthe financing company. In return, the Compamgag to pay the financing company a fee
based on a pre-defined percentage of the transaamtmunt financed. If the transaction meets thdiGgpe criteria under ASC 860 and is
accounted for as a sale of financial assets, tbeusts receivable are excluded from the balancetshpon the third party financing company’s
payment remittance to the Company. In certain lggaéddictions, the arrangement fees that invohagntenance services or products bundled
with maintenance at one price do not qualify aala ef financial assets in accordance with the@itdtive guidance. Accordingly, accounts
receivable related to these arrangements are aszbfor as a secured borrowing in accordance wBi 860, and the Company records a
liability for any cash received, while maintainitige associated accounts receivable balance uatérid-customer remits payment to the third-
party financing company.

In 2012, total transactions entered pursuant taetras of the Financing Agreement were approxirgaé2B.3 million, of which $22.9
million are related to the sale of the financiaets arrangement. The financing of these receisatileelerated the collection of the Company’:
cash and reduced its credit exposure. The amounfrdm the financing company as of December 31220G4s approximately $15.4 million,
which $12.4 million was related to the accountenegble sold, and is included in “Trade receivabieshe Company’s Consolidated Balance
Sheets. Fees incurred pursuant to the Financingehgent were approximately $0.4 million for the yeaded December 31, 2012, and were
recorded as a reduction to revenues.

5. Goodwill and Purchased Intangibles:

Goodwill is tested for impairment at the reportingt level, which is one level below or the samaa®perating segment. The Company
adopted the amended accounting guidance, whichitsetime Company to choose to first assess qualitditictors to determine whether it is
more likely than not that the fair value of a repuay unit is less than its carrying amount. If lthea this assessment the Company determines
is not more likely than not that the fair valuetioé reporting unit is less than its carrying amothen performing the two-step impairment test
iS unnecessary.

Polycom'’s business is organized around four magoggaphic theaters: North America, Central Ametiath America (“CALA"),
Europe, Middle East and Africa (‘EMEA”) and Asiadifiec (“APAC”), which are considered its reportingits. In the fourth quarter of 2012
and 2011, the Company performed the qualitativessssent of its four reporting units and concluded for the four reporting units,
performing the two-step impairment test was unrgags and no impairment charge was required in 202011.

In 2012, each reporting unit had an estimatedvialine in excess of its carrying value by more t6@%, based on a valuation of the
Company’s reporting segments performed in May 28Xnnection with the announcement of the divestiof its EWS business. For each
reporting unit, the Company weighed the relativpaat of factors that are specific to the reporting as well as industry and macroeconomic
factors. The reporting unit specific factors tharavconsidered included the results of the mosntdmpairment tests, as well as financial
performance and changes to the reporting unitsyitay amounts since the most recent impairmensté&sir the industry in which the reporting
units operate, the Company considered growth ptiojex from independent sources and significant igweents or transactions within the
industry during 2012, where applicable. The Compaancluded that each of the reporting unit speeifid industry factors had either a
positive or neutral impact on the fair value ofteat the reporting units. The Company also deteeahithat macroeconomic factors during 2
did not have a significant impact on the discoatés and growth rates used for the valuation praedr
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The following table presents the changes in caggimount of goodwill in each of the Company’s segta@as of December 31, 2012 (in
thousands):

Segments
Americas EMEA APAC Total
Balance at December 31, 2011 $302,60: $101,19: $148,90: $552,69¢
Change in fair value of assets acquired and ligsliassume 16€ 132 17¢ A77
Foreign currency translatic — 557 86 643
Balance at December 31, 20 $302,76¢ $101,88: $149,16¢ $553,81¢

The following table presents details of the Compsiytal purchased intangible assets as of thewatig period (in thousands):

December 31, 201, December 31, 201

Accumulated Accumulated

Gross Amortization Gross Amortization
Purchased Intangible Asset: Value and Impairment Net Value Value and Impairment Net Value
Core and developed technology $81,17¢ $ (67,519 $13,66¢ $ 79,77¢ $ (59,697) $20,08:
Customer and partner relationsh 79,02t (39,579 39,44% 76,92 (30,389 46,54
Trade nam« 3,40( (2,746 654 3,50¢ (2,35¢) 1,14¢
In process research and developn — — — 1,40C — 1,40(C
Other 4,46 (4,167) 30C 4,46 (4,125 337
Finite-lived intangible asse’ 168,06! (114,000 54,06¢ 166,06¢ (96,564 69,50«
Indefinite life trade nam 91¢ — 91¢ 91¢ — 91¢
Total $168,98: $ (114,000 $54,98: $166,98¢ $ (96,569 $70,42:

In 2012, 2011, and 2010, the Company recorded @matdan expense related to purchased intangibl@&® & million, $5.5 million, and
$1.4 million, respectively, which is included in fi#ortization of purchased intangibles” in the Coidated Statements of Operations. In 2012,
2011, and 2010, the Company recorded approxim&iefy million, $5.7 million, and $2.6 million, resgé&vely, of amortization of purchased
intangibles to “Cost of Product Revenues” in then€idated Statements of Operations. Amortizatiointangibles is not allocated to the
Company’s segments.

The Company determined that a purchased trade maamgible of $0.9 million had an indefinite lifs ghe Company expects to generate
cash flows related to this asset indefinitely. Ganpgently, this trade name is not amortized bugvsewed for impairment annually or sooner
when indicators of potential impairment exist. Diepenent on products associated with in-processarebeand development (“IPR&D”)
previously capitalized was completed in 2012 amduhderlying products were made available for ganetease. The associated IPR&D of
$1.4 million was reclassified to core and develofgthnology and is amortized over the estimatesklnf the products commencing in 2012.

The Company evaluates its purchased intangiblesdssible impairment on an ongoing basis. When imyant indicators exist, the
Company performs an assessment to determine iifithiegible asset has been impaired and to whahextbe assessment of purchased
intangibles impairment is conducted by first estimgthe undiscounted future cash flows to be gatieerfrom the use and eventual dispositior
of the purchased intangibles and comparing thistennaith the carrying value of these assets. Ifuhdiscounted cash flows are less than the
carrying amounts, impairment exists and future d¢kmsts are discounted at an appropriate rate antpeoed to the carrying amounts of the
purchased intangibles to determine the amounteointipairment. There were no such impairments rexbdiiring the years ended
December 31, 2012, 2011, and 2010.
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The estimated future amortization expense of puethantangible assets as of December 31, 2012f@dlaws (in thousands):

Year ending December 31
2013
2014
2015
2016
2017

Total

6. Balance Sheet Details:
Inventories consist of the following (in thousands)

Raw materials
Work in proces:
Finished good

Prepaid expenses and other current assets coh#ist following (in thousands):

Non-trade receivables
Prepaid expenst
Derivative asset
Other current asse

Property and equipment, net, consist of the follm\in thousands):

Computer equipment and software
Equipment, furniture and fixture
Tooling equipmen

Leasehold improvemen

Less: Accumulated depreciation and amortiza
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Estimated useful Life

3to 5 year
1to 7 year
3 year:

3to 13 yeat

Amount
$14,45¢
13,78¢
11,50:
9,65t
4,66¢

December 31

2012 2011
$ 1,871 $ 2,53¢
79¢ 917
97,29( 89,83/
$99,96( $93,28¢

December 31

2012 2011
$10,46: $ 9,48¢
38,40 31,92:
4,15¢ 9,21¢
2,42¢ 61¢

$55,45¢ $51,24!

December 31

2012 2011
$ 241,64 $ 217,12
101,78« 87,57
18,54: 17,72¢
59,93 50,27
421,90: 372,70:
(288,58:) (245,819
$ 133,31 $ 126,88
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Deferred revenues consist of the following (in thands):

December 31

2012 2011

Shor-term:
Service $156,48 $136,51:
Product 59t 574
License 1,40( 1,40(C
$158,48. $138,48¢

Long-term:
Service $ 85,28t $ 75,66¢
Product — 57
License 5,77¢ 7,17¢
$ 91,06: $ 82,89¢

Other accrued liabilities consist of the followifig thousands):
December 31
2012 2011

Accrued expenses $19,16¢ $15,49¢
Accrued c-op expense 4,571 4,86:
Restructuring reserve 5,341 3,15(
Warranty obligation: 10,47t 10,571
Derivative liability 3,27: 4,60¢
Employee stock purchase plan withhold 10,18¢ 11,11¢
Other accrued liabilitie 10,00 9,47¢
$63,01¢ $59,28¢

7. Restructuring Costs:

In 2012, 2011, and 2010, the Company recorded $28lidn, $9.4 million, and $8.1 million, respectilly, related to restructuring actions
that included the elimination or relocation of wa$ positions and the consolidation and eliminatibcertain facilities. These actions are
generally intended to streamline and focus the Gomis efforts and more properly align the Compargst structure with its projected future
revenue streams.

The following table summarizes the activity of thempany’s restructuring reserves (in thousands):

Severance/Othe Facilities Total
Balance at December 31, 2009 $ 4,691 $ 1,08¢ $ 5,78
Additions to the reserv 8,13¢ — 8,13¢
Cash payments and other us (10,319 (389) (10,709
Balance at December 31, 20 2,52¢ 697 3,221
Additions to the reserv 8,69¢ 69¢ 9,39¢
Cash payments and other us (8,736 (9417) (9,677
Balance at December 31, 20 $ 2,48¢ $ 454 $ 2,94(
Additions to the reserv 13,09( 11,73( 24,82(
Non-cash writ-off of leasehold improvemen — (2,796 (2,796
Cash payments and other us (14,219 (1,929 (16,13¢)
Balance at December 31, 20 $ 1,362 $ 7,46¢ $ 8,82¢
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During 2012 management completed the consolidati@helimination of certain facilities in order taig efficiencies, including the
combination of its headquarters in San Jose anthSzara, California into one new location in Sase] California. As a result, the Company
recorded approximately $11.7 million in restruatgrcharges related to idle facilities in 2012. Aubdfis to the reserve include $2.8 million of
deferred rent that was expensed in prior periodglittonally, the Company recorded approximately.$18illion of charges, primarily for
severance and other employee benefits, relatezbtoucturing actions approved by management inl@ct2011 and July 2012. The action
approved in July 2012 resulted in the eliminatibamproximately four percent of our global workfer@nabling the Company to focus
resources on its product development and produathainitiatives.

During 2011 management completed the consolidatidts Colorado facilities and began the transitidrrertain engineering and prod
management and related support functions in itso&ad Massachusetts facility to other locationsrider to achieve efficiencies. Restructul
charges relating to these actions primarily inctidests for idle facilities and, to a lesser exteatverance and relocation costs for impacted
individuals. Additionally, in October 2011, managam committed to a restructuring plan designedetteb align and allocate resources to
more strategic growth areas of the business. Thaettens were primarily related to the reorganizatiits global go-to-market and other
organizations. The restructuring plan resultechélimination of approximately seven percent ®fjibbal workforce with the majority of the
reductions taking effect in the fourth quarter 612 and first quarter of 2012, enabling the creatibnew positions that better aligned with its
strategic initiatives. In 2011, the Company recdrdpproximately $8.7 million of restructuring expen related to severance and other
employee benefits and $0.7 million related to falglities.

During 2010, the Company committed to several uetdiring plans to eliminate, relocate positionstoognable the hiring of additional
positions to better align with the execution ofsteategic initiatives. The restructuring planduded the elimination of approximately two
percent of its global workforce. As a result of #wions taken in 2010, the Company recorded retstring charges of $8.1 million during
2010. These restructuring costs were primarilyteeldo severance and other employee terminatioafiien

As of December 31, 2012, the restructuring reserpeimarily comprised of facilities-related liaiiés. The Company calculated the fair
value of its facilities-related liabilities based the discounted future lease payments less sebéesssimptions. This fair value measurement is
classified as a Level 3 measurement under ASC B2 key assumptions used in the valuation moddéldecdiscount rates, cash flow
projections and estimated sublease income. Disaatrs, cash flow projections and sublease assanspitivolve significant judgment, and .
based on management’s estimate of current andastet market conditions and are the most sensitidesusceptible to change.

8. Investments and Fair Value Measurements:

The Company had cash and cash equivalents of $47illidn and $375.2 million at December 31, 2012 &011, respectively. Cash and
cash equivalents consist of cash in banks, asasdiighly liquid investments in money market furtdee deposits, savings accounts,
commercial paper, U.S. government and agency sesynnunicipal securities and corporate debt séesir At December 31, 2012, the
Company’s long-term investments had contractualntas of one to two years.
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In addition, the Company has short-term and lommti@vestments in debt and equity securities whighsummarized as follows: (in
thousands):

Unrealized
Unrealized
Cost Basis Gains Losses Fair Value
Balances at December 31, 2012:
Investment<—Short-term:
U.S. government securities —
$ 24,208 $ T8 $ 24,20¢
U.S. government agency securit 101,03¢ 39 (5) 101,07(
Non-U.S. government securitis 1,527 — — 1,52
Corporate debt securiti 70,38¢ 20 (15) 70,39!
Total investment— shor-term $197,15: $ 62 $ (20) $197,19¢
Investments—Long-term:
U.S. government securitis $ 63% $ 4 $ — $ 6,40(
U.S. government agency securit 22,14t 17 2 22,16(
Non-U.S. government securitis 422 — — 422
Corporate debt securiti 21,36¢ — (17) 21,35!
Total investment— long-term $5033. $ 21 $ (190 $ 50,33
Balances at December 31, 201
Investments—Short-term:
U.S. government securiti $ 15,13 $ 3 & — $ 15,13¢
U.S. government agency securit 79,29¢ 33 (4) 79,32¢
Non-U.S. government securitis 1,72¢ 2 (D 1,72¢
Corporate debt securitis 63,20 42 (172) 63,23t
Total investment- shor-term $159,36: $ 80 $ (16) $159,42¢
Investments—Long-term:
U.S. government securitis $ 11,458 $ — $ (2 ¢ 11,450
U.S. government agency securit 34,50¢ 10 (4) 34,51
Non-U.S. government securitis — — — —
Corporate debt securitis 10,83t 2 (30 10,80
Total investment- long-term $ 56,79t $ 12 $ (36 $ 56,77:

As of December 31, 2012, the Company'’s total cashcash equivalents and investments held in théeedi8tates totaled $302.8 million
with the remaining $421.8 million held by variousdign subsidiaries outside of the United States.
U.S. Government Securities

The Company’s U.S. government securities mostlygrised of direct U.S. Treasury obligations thatgwaranteed by the U.S.
government. To ensure that the investment portislgufficiently diversified, the Company’s invesni policy requires that a certain
percentage of the Company’s portfolio be investethése types of securities.

U.S. Government Agency Securities

The Company’s U.S. government agency securitiesnaistly comprised of U.S. government agency insémits) including mortgage-
backed securities. To ensure that the investmetfigfio is sufficiently diversified, the Companyisvestment policy requires that a certain
percentage of the Company’s portfolio be investethése types of securities.
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Nor-U.S. Government Securities

The Company’s Non-U.S. government securities arstijmoomprised of non-U.S. government instrumeintduding state, municipal
and foreign government securities. To ensure tratrtvestment portfolio is sufficiently diversifiethe Company’s investment policy allows a
certain percentage of the Company’s portfolio hegted in these types of securities.

Corporate Debt Securities

The Company’s corporate debt securities are coeghio$ publicly-traded domestic and foreign corpembt securities. The Company
does not purchase auction rate securities, andtiments are in instruments that meet high quatiglit rating standards, as specified in the
Company’s investment policy guidelines. These dinds also limit the amount of credit exposure ity ane issuer or type of instrument.

Unrealized Losses

The following table summarizes the fair value anasg unrealized losses of the Company’s investmemtsiding those securities that
are categorized as cash equivalents, with unreblgsses, aggregated by type of investment instntiared length of time that individual
securities have been in a continuous unrealizeddosition as of December 31, 2012 and 2011 (inghods):

Less than 12 Months 12 Months or Greater Total
Gross Gross Gross
Unrealized Unrealized Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses
December 31, 2012:
U.S. government agency securit 21,76¢ @) — — 21,76¢ @)
Corporate debt and equity securit 43,74 (32 1,99¢ — 45,74 (32
Total investment $65,51: $ (39 $ 1,99¢ $ — $67,51( $ (39
December 31, 2011:
U.S. government securitis $15,22; $ 2 $ — $ — $15,22: $ 2
U.S. government agency securit 32,79 (8 — — 32,79( (8
Non-U.S. government securitis 5,05¢ 3 — — 5,05¢ (3)
Corporate debt and equity securit 29,51! (42) — — 29,511 (42)
Total investment $82,57% $ (55 $ — $ — $82,571 $ (55

The Company reviews the individual securities snpiortfolio to determine whether a decline in ausiég s fair value below the amortiz
cost basis is other-than-temporary. If the dedlinfir value is considered to be other-thtamporary, the cost basis of the individual seglisi
written down to its fair value as a new cost baam] the amount of the write-down is accountedafoa realized loss and included in earnings.
During the year ended December 31, 2010, as a @&fsits change in strategy with respect to itsiedgains program, the Company determ
that certain corporate preferred equity securitiege other-than temporarily impaired, which regliitea write-down of approximately $6.5
million. The Company concluded that the impairmeas other-than-temporary based upon the Compgatecision to liquidate the securitie:

a relatively short period of time and an assessmiifie individual holdings. The Company fully ligated these investments during 2010 &
actual loss of $5.7 million from their original ¢peesulting in a realized gain of $0.8 million tire new cost basis of these investments. There
were no such impairments during 2012 and 2011.fA3cember 31, 2012 and 2011, the Company detechtirat there were no investments
in its portfolio that were other-than temporaritgpaired.
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Private Company | nvestments

For strategic reasons the Company has made vaneestments in private companies. The cost metfi@d@ounting is used to account
for these investments as we hold a non-materiakosinip percentage and are written down to theimes¢d net realizable value when
indications exist that these investments have rapaired. These investments are recorded in “Caksets” in the Company’s Consolidated
Balance Sheets totaled $2.0 million as of both Déwr 31, 2012 and 2011.

Fair Value Measurements

Fair value is an exit price, representing the arhthat would be received to sell an asset or paidansfer a liability in an orderly
transaction between market participants. As swaihyilue is a markdtased measurement that should be determined basessomptions th
market participants would use in pricing an asséiability. As the basis for considering such asgtions, a three-tier value hierarchy
prioritizes the inputs used in measuring fair vadsdollows: (Level 1) observable inputs such asteg prices in active markets; (Level 2)
inputs other than the quoted prices in active martteat are observable either directly or indirgcinhd (Level 3) unobservable inputs in which
there is little or no market data, which require @ompany to develop its own assumptions. Thisahiéy requires the Company to use
observable market data, when available, and tomi@ei the use of unobservable inputs when determiféim value. On a recurring basis, the
Company measures certain financial assets anditiedbat fair value, including its marketable seties and foreign currency contracts.

The Company’s cash and investment instrumentslassified within Level 1 or Level 2 of the fair vad hierarchy because they are
valued using inputs such as quoted market priae&eb or dealer quotations, or alternative prickogrces with reasonable levels of price
transparency. The types of instruments valued basepioted market prices for identical assets fivaecnarkets include money market funds.
Such instruments are generally classified withimdld of the fair value hierarchy.

The types of instruments valued based on othemaéiske inputs include U.S. Treasury securities @ifér government agencies,
corporate bonds and commercial paper. Such institgrage generally classified within Level 2 of fag value hierarchy.

As of December 31, 2012, the Company'’s fixed incawvetlable-forsale securities include U.S. Treasury securitiesaaher governme
agencies (61%), corporate bonds (23%), commerajaip(15%), non-U.S. government securities (1%),ranney market funds (0%).
Included in available-fosale securities is approximately $13.0 million a$k equivalents, which consist of investments witinal maturities
of three months or less and include money marketsu

The principal market where the Company execute®litsgn currency contracts is the retail markesmover-the-counter environment
with a relatively high level of price transparen@je market participants and the Company’s countéigs are large money center banks and
regional banks. The Company’s foreign currency i@ms$ valuation inputs are based on quoted pricésjaoted pricing intervals from public
data sources (specifically, spot exchange ratd3QR rates and credit default rates) and do notlu@/management judgment. These contract:
are typically classified within Level 2 of the faialue hierarchy. The fair value of the Companyarketable securities and foreign currency
contracts was determined using the following in@itBecember 31, 2012 (in thousands):

Fair Value Measurements at Reporting Date Usin(
Quoted Prices in Active

Markets for Identical Significant Other
Description Total Assets Observable Inputs
(Level 1) (Level 2)

Assets:

Fixed income availab-for-sale securities(z $260,79. $ 79t $ 259,99°

Foreign currency forward contractsi $ 4,15¢ $ — $ 4,15¢
Liabilities:

Foreign currency forward contracts $ 3,27 $ — $ 3,27¢
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(@ Included in cash and cash equivalents and shortogug-term investments on the Compi’s consolidated balance she:
(b) Included in short term derivative asset as prepajknses and other current assets on the Cor's consolidated balance shes
(c) Included in short term derivative liability as ottaecrued liabilities on the Compé’'s consolidated balance shei

In 2012, there were no transfers between the diffdevels of fair value measurements.

9. Business Risks and Credit Concentration:

The Company sells products and services which geereommunications equipment market globally. Sastglly all of the Company’s
revenues are derived from sales of its productslagid related services. A substantial majoritghef Company’s revenue is from value-added
resellers, distributors and service providers.Qh2 2011 and 2010, one channel partner, ScanS@amenunications, accounted for 14% of
the Company’s total net revenues. Any factors asbigraffecting demand or supply for these prodactervices could materially adversely
affect the Company’s business and financial peréaree. In particular, economic conditions worldwidere contributed from time to time to
slowdowns in the communications and networking stdes and have caused a negative impact on thdispegments and markets in which
the Company operates. As its business has groerGdmpany has become increasingly exposed to #tksgse changes in general economi
conditions, which can result in reductions in calpéixpenditures by engiser customers for its products, longer sales sythe deferral or del:
of purchase commitments for its products, and esed competition. These factors have adverselydgtagahe Company’s operating results in
prior periods. Global economic concerns such asdngng pace of global economic recovery and #eent sovereign debt crisis continue to
create uncertainty and unpredictability which catiigeCompany to continue to be cautious aboutttsré outlook. A global economic
downturn would negatively impact technology spegdor the Company’s products and services and cawalterially adversely affect its
business, operating results and financial condition

The Company subcontracts the manufacture of masd pfoducts to Celestica, Askey, Flextronics, &ma and VTech, which are alll
third-party contract manufacturers. The Companyg &glestica’s facilities in Thailand and China,dlenics’ facilities in Mexico and
Askey'’s, Foxconn’s and VTech’s facilities in Chiaad should there be any disruption in servicestdumatural disaster, terrorist acts,
guarantines or other disruptions associated witctious diseases, or economic or political diffies in any of these countries or Asia or for
any other reason, such disruption would harm itr&ss and results of operations. While the Compaxybegun to develop secondary
manufacturing sources for certain products, Celastifacilities are currently the manufacturer $abstantially all of these products, which
means the Company is essentially sole-sourcedhéomianufacturing of such products, and if Celestiqaeriences an interruption in
operations, suffers from capacity constraints, Wwim@y include constraints based on production désiélom the Company as it grows its
business, or is otherwise unable to meet the Coypanrrent or future production requirements tlerpany would experience a delay or
inability to ship its products, which would haveiemmediate negative impact on its revenues. Moreauegy incapacitation of any of the
Company’s or its subcontractors’ manufacturingssitiie to destruction, natural disaster or singileamts could result in a loss of product
inventory. As a result of any of the foregoing, @empany may not be able to meet demand for itdymts, which could negatively affect
revenues in the quarter of the disruption or lordggrending upon the magnitude of the event, anltldarm its reputation. In addition,
operating in the international environment expdhesCompany to certain inherent risks, includingxpected changes in regulatory
requirements and tariffs, difficulties in staffiagd managing foreign operations and potentiallyeask/tax consequences, all of which could
harm the Company’s business and results of opesatio

The Company'’s cash, cash equivalents and investmaeatmaintained with a limited number of investtmaanagement companies and
commercial banks and their international affiliai@sd are invested in the form of
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demand deposit accounts, time deposits, savingaiats; money market accounts, corporate debt siesjigovernment securities and
municipal securities. Deposits in any one finantiatitution may exceed the amount of insuranceigdes on such deposits and not all depc
and investments are covered by insurance.

The Company markets its products to distributos @mdusers throughout the world. Management perform®imggcredit evaluations
the Company’s customers and maintains an allowtorqaotential credit losses. The Company’s creidk may increase with the expansion of
Polycom'’s product offerings as customers placediaogders for initial stocking orders and its grbvrt emerging markets. There can be no
assurance that the Company’s credit loss experieiiceemain at or near historical levels. At Dedeen 31, 2012 and 2011, no single custome
accounted for more than 10% of gross accountsvaicke.

The Company has purchased licenses for technotmgyporated in its products. The value of thesg@mm assets is monitored for any
impairment and if it is determined that a write-dois necessary, this charge could have a mateh@rae effect on the Company’s
consolidated results of operations, financial posibr cash flows. There were no such charges 222011, and 2010.

10. Commitments and Contingencies:
Litigation and Settlement Agreements:

From time to time, the Company is involved in otblims and legal proceedings that arise in théargl course of business. The
Company expects that the number and significantikeesfe matters will increase as business expamgsrticular, the Company expects to 1
an increasing number of patent and other intelldgitoperty claims as the number of products amdpsgitors in Polycom’s industry grows
and the functionality of video, voice, data, ancwenferencing products overlap. Any claims or paemtings against the Company, whether
meritorious or not, could be time consuming, resuttostly litigation, require significant amour@management time, result in the diversion
of significant operational resources, or require @ompany to enter into royalty or licensing agreets which, if required, may not be
available on terms favorable to the Company oflalf ananagement believes that a loss arising ftbese matters is probable and can be
reasonably estimated, the Company will record theumt of the loss. As additional information becsmgailable, any potential liability
related to these matters is assessed and the &stiresised. Based on currently available inforamgtmanagement does not believe that the
ultimate outcomes of these unresolved mattersyiithdially and in the aggregate, are likely to haveaterial adverse effect on the Company’s
financial position, liquidity or results of operatis. However, litigation is subject to inherent emainties, and the Company’s view of these
matters may change in the future. Were an unfal®m@ltcome to occur, there exists the possibilitg material adverse impact on the
Company’s financial position, liquidity and resutsoperations for the period in which the unfa\adeaoutcome occurs or becomes probable,
and potentially in future periods.

Standby Letters of Credit:

The Company has standby letters of credit totadipgroximately $7.6 million and $2.3 million at Dedger 31, 2012 and 2011,
respectively.
License Agreements:

The Company enters into various license agreenietii® normal course of business and the costesietlagreements are amortized ovel
the expected life of the respective agreements.cbkeof these agreements and the amounts amoitiized years presented, both combined
and individually, are not significant.
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Leases:

The Company leases certain office facilities andiggent under noncancelable operating leases agpietween 2013 and 2023. As of
December 31, 2012, the following future minimumsie@ayments are due under the current lease adbligdin thousands). There were no
sublease assumptions included in the future minifa&se payments. In addition to these minimum Ipagenents, the Company is
contractually obligated under the majority of ifseoating leases to pay certain operating expens@sykhe term of the lease such as
maintenance, taxes and insurance.

Minimum
Lease
Payments
Year Ending December 31
2013 $ 26,09(
2014 29,78
2015 24,29¢
2016 20,55¢
2017 17,24¢
Thereaftel 53,86
Total payment: $171,84.

Rent expense, including the effect of any futurd escalations or rent holiday periods, is recogghian a straight-line basis over the ternr
of the lease which is deemed to commence upon dingp@ny gaining access and control of the faciRgnt expense for the years ended
December 31, 2012, 2011, and 2010 was $32.8 mil#igaa.5 million, and $23.3 million, respectivelyhd difference between the monthly
contractual rental payment and the straight-linetinly lease obligation for a multi-year lease agrent is accounted for as a deferred lease
obligation. The short-term deferred lease obligatiwluded in other accrued liabilities was lesat$0.1 million and $1.0 million as of
December 31, 2012 and 2011, respectively. The teng-deferred lease obligation included in otheglberm liabilities was $11.3 million and
$5.3 million as of December 31, 2012 and 2011,aetyely. In the event the Company does not exeritssoption to extend the term of any of
its leases, or when any of these leases expiré&dhgpany may incur certain costs to restore thpgrtees to conditions in place at the time of
commencement of the lease. The Company is unalgstitoate the fair value of these restoration castithese costs cannot be determined
the end of the lease term and at times can be lmstitk landlord’s discretion and subsequent natiotis between the landlord and the
Company. However, the Company does not believetiieae costs would be significant.

11. Foreign Currency Derivatives:

The Company maintains a foreign currency risk manaant program that is designed to reduce the \itjaif the Company’s economic
value from the effects of unanticipated currencgtiiations. International operations generate mthnues and costs denominated in foreign
currencies. The Company'’s policy is to hedge sigaiift foreign currency revenues and costs to improargin visibility and reduce earnings
volatility associated with unexpected changes imency.

Non-Designated Hedges

The Company hedges its net foreign currency moyeissets and liabilities monthly, primarily resodtifrom foreign currency
denominated receivables and payables with forexghange forward contracts to reduce the risk th@tQGompany’s earnings and cash flows
will be adversely affected by changes in foreigmency exchange rates. These derivative instruregstsarried at fair value with changes in
the fair value recorded as interest and other irc@®pense), net. These derivative instrumentsotisubject the Company to material balance
sheet risk due to exchange rate movements becauseand losses on these derivatives are intermded t
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offset remeasurement gains and losses on the hedgets and liabilities. The Company executes msigdated foreign exchange forward
contracts primarily denominated in Euros, BritisiuRds, Israeli Shekels, Brazilian Reais, Japanese ahd Mexican Pesos.

The following table summarizes the Company’s nalgrosition by currency, and approximate U.S. dalguivalent, at December 31,
2012 of the outstanding non-designated hedgesigforzirrency and dollar amounts in thousands):

Original Maturities Original Maturities
of 360 Days or Less of Greater than 360 Days
Foreign UsD Foreign uUsD
Currency Equivalent Positions Currency Equivalent Positions
Brazilian Real 2,252 $ 1,10: Buy — $ — —
Brazilian Rea 4,33¢ $ 2,067 Sell — $ — —
British Pounc 3,09¢ $ 5,002 Buy 4,79¢ $ 7,46¢ Buy
British Pounc 4,743 $ 7,68( Sell 6,73: $10,52: Sell
Euro 40,33( $52,94° Buy 6,02: $ 7,83t Buy
Euro 56,15¢ $73,47: Sell 38,19: $50,22¢ Sell
Israeli Sheke 5,60¢ $ 1,50: Buy 26,141 $ 6,81F Buy
Israeli Sheke 21,75" $ 5,78¢ Sell — $ — —
Japanese Ye 209,47( $ 2,42 Buy — $ — —
Japanese Ye 416,01« $ 4,92¢ Sell — $ — —
Mexican Pes: 6,591 $ 50¢ Buy — $ — —
Mexican Pest 12,76¢ $ 982 Sel — $ — —

The following table shows the effect of the Compampon-designated hedges in the consolidated s&ateai operations for the twelve
months ended December 31, 2012 (in thousands):

Amount of Gain or (Loss;

Derivatives Not Designated as Hedgin Location of Gain or (Loss) Recognized in Income or
Instruments Recognized in Income on Derivativt Derivative
Foreign exchange contracts Interest and other income (expense), $(412)

Cash Flow Hedges

The Company’s foreign exchange risk managementrano@bjective is to reduce volatility in the Comganeconomic value from
unanticipated foreign currency fluctuations. Ther(any designates forward contracts as cash flowdsedf foreign currency revenues and
expenses, primarily the Euro, British Pound anddkrShekel. All foreign exchange contracts areiedrat fair value on the balance sheet and
the maximum duration of foreign exchange forwardtcacts do not exceed thirteen months. Specul&iprohibited by policy.

To receive hedge accounting treatment, all cash ffledging relationships are formally designatedeatge inception, and tested both
prospectively and retrospectively to ensure thevéwd contracts are highly effective in offsettifgpages to future cash flows on the hedged
transactions. The Company records effective spsptt changes in these cash flow hedges in acctedutéher comprehensive income (loss)
until they are reclassified to revenue, cost ofdgosold, or operating expenses together with thgdebtransaction. The time value on forward
contracts is excluded from effectiveness testingjraicorded to interest and other income (expensg¢pver the life of the contract together
with any ineffective portion of the hedge.
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The following tables show the effect of the Compamierivative instruments designated as cash fledgles in the consolidated
statements of operations for the twelve months @émkrember 31, 2012 and 2011 (in thousands):

Foreign exchange
contracts

Foreign exchange
contracts
Foreign exchange
contracts
Foreign exchange
contracts
Foreign exchange
contracts

Total

Foreign exchange
contracts

Foreign exchange
contracts
Foreign exchange
contracts
Foreign exchange
contracts
Foreign exchange
contracts

Total

Year Ended December 31, 201

Gain or (Loss,
Recognized ir
OCl—

Effective
Portion

$ 1,01¢

$ 1,01¢

Gain or (Loss,

Location of Gain or (Loss Reclassified
from OCI
Reclassified from OCI into
into Income—
Income—Effective Effective
Portion Portion
Product revenue $ 7,13¢
Cost of revenue (607)
Sales and marketir (9749
Research and
developmen (774)
General and
administrative (1,049
$ 3,734

Location of Gain or (Loss)
Recognized—Ineffective

Portion and Amount
Excluded from

Effectiveness Testing

Gain or (Loss,

Recognized—
Ineffective

Portion and
Amount
Excluded

from

Effectiveness

Testing(a)

Interest and other incor

(expense), ne

Year Ended December 31, 201

$ 42

$ 42

Gain or (Loss,
Recognized ir
OCl—

Effective
Portion

$ 1,44

$ 1,44«

Location of Gain or (Loss

Reclassified from OCI
into
Income—Effective
Portion

Product revenue
Cost of revenue

Sales and marketir
Research and
developmen
General and
administrative

Gain or (Loss,
Reclassified
from OCI
into
Income—

Effective
Portion

$ (7,119
38¢

2,97¢

49z

898
$ (2,860

Gain or (Loss,

Recognized—
Ineffective
Portion and
Location of Gain or (Loss) Amount
Recognized—Ineffective Excluded
Portion and Amount from
Excluded from Effectiveness
Effectiveness Testing Testing(a)
Interest and other incor
(expense), ne $ (37¢)
$ (379

(@) For the year ended December 31, 2012, thedossded for the ineffective portion and the ga&icarded for the excluded time value
portion of the hedge was immaterial. For the yealeel December 31, 2011, no gain/loss was recoatdtid ineffective portion and an
approximately $0.4 million of loss was recordedtfoe excluded time value portion of the hec

As of December 31, 2012, the Company estimatedhhlies reported in accumulated other comprehemsbaene (loss) will be
reclassified to income within the next twelve manth
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The following table summarizes the derivative-retaactivity in accumulated other comprehensivenmedgloss) (in thousands and not
tax-effected):

Year Ended December 31

2012 2011
Beginning balance $ 3,73( $ (579
Net gains/losses reclassified into earnings foenee hedge (7,139 7,11
Net gains/losses reclassified into earnings foeesp hedge 3,39¢ (4,257)
Net change in fair value of cash flow hed 1,01¢ 1,44¢
Ending balanci $ 1,01« $ 3,73(

In the event the underlying forecasted transadimes not occur, or it becomes probable that itmatl occur, the related hedge gains and
losses on the cash flow hedge would be immediageliassified to interest and other income (expemsx)on the consolidated statements of
operations. For the years ended December 31, 20d.2@l 1, there were no such gains or losses.

The following table summarizes the Company’s nalgrosition by currency, and approximate U.S. dalguivalent, at December 31,
2012 of the outstanding cash flow hedges, all attviare carried at fair value on the balance stfestign currency and dollar amounts in
thousands):

Original Maturities
of 360 Days or Les!

Original Maturities
of Greater than 360 Days

Foreign UsD Foreign Usb

Currency Equivalent Positions Currency Equivalent Positions
Euro — $ — — 26,48( $ 34,25¢ Buy
Euro — $ — — 44,28: $57,95! Sell
British Pounc — $ — — 21,12¢ $ 33,44 Buy
British Pounc — $ — — 20,84( $ 33,03 Sell
Israeli Sheke — $ — — 75,16¢ $18,99¢ Buy

The estimates of fair value are based on applicatdecommonly quoted prices and prevailing finanuiarket information as of
December 31, 2012. See Note 8 of Notes to Condetid@inancial Statements for additional informationthe fair value measurements for all
financial assets and liabilities, including derivatassets and derivative liabilities that are mesad at fair value in the Consolidated Financial
Statements on a recurring basis. The followinget@blows the Company’s derivative instruments mealsatr gross fair value as reflected in the
consolidated balance sheets as of December 31,8a112011 (in thousands):

December 31, 201 December 31, 201

Fair Value of
Derivatives Designate:

as Hedge Instruments

Derivative assets(a
Foreign exchan

contracts $ 2,99
Derivative liabilities
(b):
Foreign exchang
contracts $ 1,76(

Fair Value of Derivatives

Fair Value of
Not Designated as Derivatives Designate:
Hedge
Instruments as Hedge Instruments
$ 1,16¢ $ 7,34¢
$ 1,51: $ 3,79¢

Fair Value of Derivatives

Not Designated as
Hedge
Instruments

$ 1,871

$ 81:

(&) All derivative assets are recorded as prepaid esggeand other current assets in the consolidataddeasheet:
(b) All derivative liabilities are recorded as othecaged liabilities in the consolidated balance sk
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12. Stockholders’ Equity:
Stock Option Plans:

On May 26, 2011, stockholders approved the 201 itEéncentive Plan (“2011 Plan”) and reserved fsuance under the 2011 Plan
19,800,000 shares, as adjusted for the two-forstmek split effective July 1, 2011, terminating arynaining shares available for grant under
the 2004 Equity Incentive Plan (“2004 Plaa3 of such date. To the extent any shares, notcted 13,636,548 shares, as adjusted for the
split, would be returned to the 2004 Plan or th@6lStock Incentive Plan (*1996 Plard$ a result of expiration, cancellation or forfegfuthos:
shares instead are added to the reserve of shaxiéabde under the 2011 Plan.

Under the terms of the 2004 Plan and the 2011 Bfatigns may not be granted at prices lower thamiarket value at the date of grant.
Options granted expire between seven and ten jreansthe date of grant and are only exercisablenymsting. The Company settles emplc
stock option exercises with newly issued commomeshdn 2012, the Company granted 479,571 nonfipaktock option shares to certain
employees. Per the terms of the option grant, 50fbeooptions vest on the one year anniversarh@fgrant date and the remaining 50% will
vest on the second anniversary of the grant ddite Wieighted-average estimated fair value of nonifigaistock options granted in 2012 was
$4.45 per share. There were no options granteid 2nd 2010.

Performance Shares and Restricted Stock Units:

The Compensation Committee of the Board of Directoay also grant performance shares and reststbe# units under the 2011 Plan
to officers, to non-employee directors and to ¢ertdher employees as a component of the Compdmgad-based equity compensation
program. Prior to May 2011, the Compensation Cotemigranted performance shares and restricted stotkunder the 2004 Plan.
Performance shares represent a commitment by thmp&uy to deliver shares of Polycom common stoekfature point in time, subject to the
fulfillment by the Company of pre-defined perfornearcriteria. Such awards will be earned only ifpenance targets over the performance
periods established by or under the direction ef@lompensation Committee are met. The number édnpesince shares subject to vesting is
determined at the end of a given performance pe@eaerally, if the performance criteria are deemeteved, performance shares will vest
from one to three years from the anniversary ofgifamt date. Restricted stock units are time-baseatds that generally vest over a period of
one to three years from the date of grant.

During 2012 and 2011, the Company granted perfocmahares to certain employees and executives wbitiain a market condition
based on Total Shareholder Return (TSR) and whighsore the Comparsgyirelative performance against the NASDAQ Compdaitex. Suc
performance shares will be delivered in commonksaiche end of the vesting period based on thepg@miyis actual performance compared tc
the target performance criteria and may equal zeno percent (0%) to one hundred fifty percent ¢ap0f the target award. Prior to 2011, the
Company granted performance shares which contaiariet condition based on Total Shareholder RgII&R) and which measure the
Company’s relative performance against the Rug68l0 Index. Such performance shares will be dedivém common stock at the end of the
vesting period based on the Compangttual performance compared to the target pedioce criteria and may equal from zero percent ({@f
two hundred percent (200%) of the target award.falrevalue of a performance share with a markeiditon is estimated on the date of
award, using a Monte Carlo simulation model toneate the total return ranking of the Companstock among the NASDAQ Composite In
or Russell 2000 Index companies, as applicable, exeh performance period.

During 2010, the Company granted 189,000 performahares at a weighted average fair value of $ldeB8hare, as adjusted for the
stock split, which is based on the closing markitepof the Company’s common stock on the datéefaward. The performance shares
contain a performance condition based on attaipiegdefined gross margin dollar goals for caler®Hr0. These performance shares, as
adjusted for actual forfeitures, were fully vesteul issued during the first quarter of 2011. Then@any did not issue similar performance
shares for any periods during 2012 and 2011.
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The Company also granted restricted stock unit;iguhe year ended December 31, 2012, 2011 and. 20E0fair value of restricted
stock units is based on the closing market prict®iCompany’s common stock on the date of awand.awards generally vest over one to
three years in equal annual installments on eaclvarsary of the date of grant and will be delivki® common stock at the end of each ve:
period. Stock-based compensation expense for thesefricted stock units is recognized using the ggacesting method.

During 2012, 2011, and 2010, the Company grantedemoployee directors annual awards of restricteckstinits. The awards vest
quarterly over one year from the date of grant. fRrevalue of these awards is the fair market gadfithe Company’s common stock on the
date of grant. Stockased compensation expense for these awards igafjgr@enortized over six months from the date afrgrdue to voluntai
termination provisions contained in the underlyaggeements.

Activity under the above plans for the year endedd&nber 31, 2012 was as follows:

Outstanding Options

Weighted Avg Aggregate
Shares Weighted Avg Intrinsic
Available for Number of Contractual Value (in
Grant(1) Shares Exercise Price Term (Years) thousands
Balances, December 31, 2011 18,847,44 1,736,91 $ 11.3¢
Performance shares gran (3,413,789 — —
Performance shares forfeit 1,152,37: — —
Restricted stock units grant (8,713,19) — —
Restricted stock units forfeite 1,675,16I — —
Options grante (479,57)) 479,57: $ 4.4t
Options exercise — (612,73) $ 8.7C
Options forfeitec 163,62: (163,623 $ 10.2¢
Options expire( (2,030 — —
Balances, December 31, 20 9,230,01; 1,440,13 $ 12.6¢
Options vested and expected to vest as of
December 31, 2012(. — 1,398,57 $ 12.71 2.71 $ 177

(1) For purposes of this table, shares are countedfomggble basis for full value award activi
(2) Options expected to vest are the result of applthiegpr-vesting forfeiture rate assumption to total outdtag options

The total pre-tax intrinsic value of options exeed during the years ended December 31, 2012,&81 2010 was $3.1 million, $19.3
million and $31.7 million, respectively.

As of December 31, 2012, 2011, and 2010, 963,86341733, and 3,305,550 outstanding options weeecesable at a weighted average
exercise price of $13.22, $11.37, and $12.32, wi@dy, as adjusted for the stock split.
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The options outstanding and currently exercisapleXercise price at December 31, 2012, as adjdistatie stock split, are as follows:

Stock Options Outstanding Stock Options Exercisable
Weighted Weighted
Average Weighted Average Weighted
Remaining Remaining
Contractual Average Contractual Average
Number Exercise Number Exercise
Range of Exercise Pric¢ Outstanding Life (Yrs) Price Exercisable Life (Yrs) Price
$0.75-$10.46 147,75: 0.3¢ $ 9.2 145,63¢ $ 9.3t
$10.4¢-$10.55 8,58¢ 0.2Z $ 10.52 8,58¢ $ 10.52
$10.6-$10.67 150,00( 0.4C $ 10.67 150,00( $ 10.67
$10.8¢-$11.29 43,62¢ 0.4C $11.1¢ 43,62¢ $11.1¢
$11.6:-$11.61 444.61¢ 6.32 $11.61 — $ —
$11.6°-$11.67 10,86: 2.3 $11.67 10,86: $11.67
$11.8(-$11.80 216,84: 3.24 $11.8( 187,67¢ $11.8(
$13.6:-$16.65 198,73. 1.3Z $ 15.4¢ 198,73. $ 15.4¢
$17.1(-$17.10 60,00( 0.3 $17.1( 60,00( $17.1(
$17.4.-$17.42 159,11. 1.1C $17.42 158,74¢ $17.42
1,440,13 2.87 $ 12.6¢ 963,87: 1.2 $ 13.2¢

The aggregate intrinsic value of stock options tauding and stock options exercisable at Decembe2@®12 was approximately
$182,000 and $162,000, respectively.

As of December 31, 2012, total compensation cdate® to nonvested stock options not yet recognizas $1.0 million, which is
expected to be recognized over the next 11 monttesweighted-average basis.

The following information summarizes the changesrimested performance shares and restricted stitkand non-employee director
restricted stock units for 2012:

Weighted Avc

Number of Grant Date

Shares(1) Fair Value
Unvested shares at December 31, 2011 5,686,97. $ 19.2¢
Performance shares gran 1,865,45 $ 16.9¢
Restricted stock units granted: 4,761,311 $ 15.17
Performance shares vested and is (591,424 $ 2041
Restricted stock units vested and iss (1,871,70) $ 16.7:
Performance shares forfeit (629,71) $ 18.9:
Restricted stock units forfeite (915,389 $ 18.1¢
Unvested shares at December 31, 2 8,305,50! $ 17.0¢

(1) For purposes of this table, shares are countedome-for-one basis, not on a fungible share counting b
(2) Includes 120,000 restricted stock units grantenbtt-employee director:

As of December 31, 2012, there was approximatefy(illion of total unrecognized compensation cetdted to unvested awards,
which is expected to be recognized over a weightextage period of 14 months. The total fair valighares vested in 2012, 2011, and 2010
was $43.4 million, $36.6 million, and $32.5 milliaespectively.
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Employee Stock Purchase Plan:

During the third quarter of 2011, the Company redithe administration of its Employee Stock PuretRlan (‘ESPP”) from a sironth
offering and purchase period to a two-year offepegod with four six-month purchase periods. Urithiercurrent Employee Stock Purchase
Plan, the Company can grant stock purchase righa# eligible employees during a two-year offerperiod with purchase dates at the end of
each six-month purchase period (each January dyd Barticipants lock in a purchase price per starthe beginning of the offering period
upon plan enrollment. If the stock price on anysaguent offering period enrollment date is lesa tha lock-in price, the ESPP plan has a
reset feature that automatically withdraws andmeks participants into a new two-year offeringipd. Shares are purchased through
employees’ payroll deductions, currently up to xiimaim of 15% of employees’ compensation, at puretges equal to 85% of the lesser o
the fair market value of the Company’s common statckither the date of the employee’s entranchamffering period or the purchase date.
No participant may purchase more than $25,000 wafrtommon stock in any one calendar year period0¢000 shares of common stock
any one purchase date. The Company has reservadl@®d shares of common stock for issuance undemian including seven million sha
approved by shareholders in May 2011, as adjustethé two-for-one stock split. During 2012, 20&ahd 2010, 1,867,683 shares, 1,143,614
shares and 1,312,290 shares were purchased agayemashare prices of $11.24, $15.19, and $9%8pectively, as adjusted for the stock s

During the three months ended March 31, 2012 apteSder 30, 2012, the Company modified the terntedhin existing awards unc
its ESPP as a result of the reset feature of tHePg3an, and incurred a resultant cumulative $80lGon of incremental expenses to be
recognized over the vesting term. Approximately.X@illion of the incremental expense was recoghine2012. There was no such
modification in 2011 and 2010.

Valuation and Expense Information

The following table summarizes stock-based comparsaxpense recorded and its allocation withinGlo@solidated Statements of
Operations (in thousands):

Year Ended December 31

2012 2011 2010
Cost of sales—product $ 3,59¢ $ 2,501 $ 2,34:
Cost of sale—service 6,617 3,76¢ 3,80(
Stoclk-based compensation expense included in cost of 10,20¢ 6,261 6,14:
Sales and marketir 36,79: 27,02: 25,23
Research and developmt 20,19¢ 14,85( 9,721
General and administrati 21,57: 15,71« 12,78’
Stoclk-based compensation expense included in operatipense: 78,55 57,58¢ 47,73¢
Stocl-based compensation expense related to employey eguards and employee stock purche 88,76: 63,85: 53,88:
Tax benefit 21,88( 5,13¢ 8,31
Stock-based compensation expense related to engpémpety awards and employee stock purchases,

net of tax $66,88: $58,71¢ $45,57(

Stock-based compensation expense is not allocateehiments because it is separately maintainéx @orporate level. The Company
elected not to capitalize any stock-based compiemsdtiring the years ended December 31, 2012, 201d 2010 due to these amounts being
immaterial.
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Valuation Assumptions:

The Company did not grant any stock options dutiregfiscal years ended December 31, 2011 and ZMirhg the fiscal year ended
December 31, 2012, the Company granted 479,57k sftons, with a weighted-average estimated faiue of $4.45 per share. The fair
values of these options were estimated on thealagfeant using the Black-Scholes option valuatiovded for the year ended December 31,
2012 using the following assumptions:

2012
Expected volatility 51.22%
Risk-free interest rat 0.5%
Expected dividend — %
Expected life (yrs 3.7C

The weighted-average estimated fair value of emg#agtock purchase rights granted pursuant to thdyee Stock Purchase Plan
during the years ended December 31, 2012, 20112@b@ was $4.66 per share, $7.82 per share, aA@ $8r share, respectively. The fair
value of each employee stock purchase right gea@stimated on the date of grant using the Bladiol®s option valuation model and is
recognized as expense using the graded vestirlgusittn method with the following weighted-averaggsumptions:

2012 2011 2010
Expected volatility 48.27-61.7¢% 39.51% 38.2%
Risk-free interest rat 0.0¢-0.28% 0.24% 0.1%
Expected dividend — % — % — %
Expected life (yrs 0.5-2.C 1.0z 0.5C

Starting in the third quarter of 2011, the Compeaosnputed its expected volatility assumption basetdlended volatility (50% historical
volatility/50% implied volatility). The selectionf¢he blended volatility assumption was based upenCompany’s assessment that blended
volatility is more representative of the Companfyture stock price trends as it weighs in the lartgem historical volatility with the near term
future implied volatility. Prior to the third quartof 2011, the Company used the implied volatilityone-year traded options on the
Company'’s stock.

The risk-free interest rate assumption is basea poblished interest rates appropriate for the etquklife of the Company’s employee
stock options and employee stock purchases.

The dividend yield assumption is based on the Caryipaistory of not paying dividends and no futesgectations of dividend payouts.

The expected life of employee stock options reprisstne weighted-average period that the stoclonptare expected to remain
outstanding and was determined based on histarigqarience of similar awards, giving consideratmthe contractual terms of the stock-
based awards, vesting schedules and expectatidntiod employee behavior as influenced by chabgéise terms of its stock-based awards.

As the stockbased compensation expense recognized in the Gaetteal Statements of Operations is based on awdtidmtely expecte
to vest, such amounts have been reduced for estinfatfeitures. Forfeitures are estimated at thme tof grant, and revised, if necessary, in
subsequent periods if actual forfeitures diffenfrthose estimates. Forfeitures were estimated k@as#éte Company’s historical experience.

Share Repurchase Program:

From time to time, the Company’s Board of Directoas approved plans under which the Company migy discretion purchase shares
of its common stock in the open market. Duringytbars ended December 31, 2012 and 2011, the Conppaeolyased 5.1 million shares and
2.0 million shares, respectively, of common stotkhe open market for cash of $55.0 million and.84fillion, respectively. The purchase
price for the shares of
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the Company’s stock repurchased is recorded adugtien to stockholders’ equity. The excess ofdbst of treasury stock that is retired over
the fair value based on the calculated average miequity is recorded as a charge to retainetiregs. The Board of Directors approved an
increase in the current share repurchase authiorzat include the $49.7 million of net proceedsnfrthe sale of the EWS business completec
in December 2012. As such, as of December 31, 2822 ompany was authorized to purchase up to diti@thl $72.8 million of shares in
the open market under the current share repurgiase

Accumulated Other Comprehensive Income, net of tagn thousands):
Accumulated other comprehensive income is compiideke following:

December 31
2012 2011
Foreign currency translation $3,18( $1,841
Unrealized gains on investmel 2 3¢9
Unrealized gains on hedging securit 1,014 3,73(
Accumulated other comprehensive inca $4,19¢ $5,61(

The tax effects were not shown separately, astipadts were not material.

13. Employee Benefits Plans:
401(k) Plans:

The Company has a 401(k) Plan (the Polycom 401é¢))Pwhich covers the majority of employees in theéted States. Each eligible
employee may elect to contribute to the Polycom(dORIan, through payroll deductions, the lesse8@o of their eligible compensation or
$17,000 in 2012, subject to current statutory ktiins. The Company does not offer its own stockramvestment option in the Polycom 401
(k) Plan. The Company, at the discretion of therBad Directors, may make matching contributionsh®e Polycom 401(k) Plan. The Comp
matches in cash 50% of the first 6% of compensatioployees contribute to the Polycom 401(k) Plgrtoua certain maximum per
participating employee per year. For the 2012, 2@bd 2010 fiscal years, the maximum Company casichmwas $2,000 per participating
employee per year. The Polycom 401(k) Plan providasemployees who are projected to be age 5@er by the end of each year and have
elected to contribute to the Polycom 401(k) Plary mlao make a catch-up contribution of up to $5,500

The Companys contributions to the Polycom 401(k) Plan totapg@roximately $3.0 million, $3.0 million, and $2vllion in 2012, 2011
and 2010, respectively.
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14. Income Taxes:
Income tax expense consists of the following (mubands):

Year Ended December 31

2012 2011 2010
Income tax expense from continuing operatic
Current
Federa $ 43,24¢ $ 2,90: $ 9,56¢
State 3,19¢ 2,18¢ 2,14(C
Foreign 9,48¢ 6,44 3,42:
55,92¢ 11,53: 15,12¢
Deferred
Federa (13,379 (3,529 (4,509
State (1,30¢) 43¢ 237
Foreign (3,197 (3,192 1,302
(17,879 (6,286 (2,969
Total income tax expense from continuing operat $ 38,05¢ $ 5,24¢ $12,15¢
Income tax (benefit) expense from discontinued afpens $(29,317) $ 6,16( $ 1,72¢

Included in income tax (benefit) expense from digtued operations in 2012 is a tax benefit of 38illion recorded on the sale of the
Company’s EWS business, as discussed in Note 3.

Income from continuing operations before incomesais categorized geographically as follows (irugands):

Year Ended December 31

2012 2011 2010
United States $(37,02%) $ 25,39¢ $34,41:
Foreign 39,52: 105,76( 44,40:
Total income from continuing operations before imectaxes $ 2,49¢ $131,15¢ $78,81¢

The Company’s tax provision from continuing operas differs from the provision computed using dtatutax rates as follows (in
thousands):

Year ended December 31

2012 2011 2010
Federal tax at statutory rate $ 874 $ 45,90 $ 27,58¢
State taxes, net of federal ben 2,26: 2,61¢ 2,22
Non-deductible share based compensa 6,14: 3,461 2,49:
Foreign income at tax rates different than U.Ss (10,17¢) (37,98() (13,719
Changes in reserves for uncertain tax posit (3,92¢) (8,857) (4,87¢
Research and development tax cr (268) (3,009 (1,736
Domestic production activities deducti (2,13¢) (574 (64¢
Gain on intercompany de 36,16 — —

Non-deductible executive compensat 35¢ 43¢ 203
Subpart F incom 657 657 13z
Non-deductible acquisition and divestiture cc 4,78 1,02t —

Sale of intellectual proper 2,35¢ 1,424 —

Foreign tax credi (264) (211) (157)
Other 23C 33¢ 64¢
Tax provision $ 38,05¢ $ 5,24¢ $12,15¢
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As of December 31, 2012, the Company has effegtivempleted the first phase of a global restruntyproject affecting the existing
legal entity structure that is designed to accomatmthe trend towards more software and virtuagéth@slutions versus a traditional hardware
distribution model. As part of the restructurin@8$8 million in federal and state taxes were reedrdn the financing of the global
restructuring.

The tax effects of temporary differences that gise to the deferred tax assets (liabilities) assented below (in thousands):

December 31

2012 2011
Property and equipment, net, principally due téedénces in depreciation $ 8,20¢ $ 7,00¢
Capitalized research and development ¢ 504 12C
Inventory 5,881 6,11¢
Restructuring reserve 2,851 1,02¢
Deferred revenu 13,96¢ 9,40(
Other reserve 16,417 11,37:
Shar+-based compensatic 20,06¢ 14,55
Net operating and capital loss carryforwa 3,30z 6,40¢
Tax credit carryforward 12,971 12,01
Investments 25 73€
Deferred tax asst 84,20( 68,74
Acquired intangible: (3,959 (5,369
Net deferred tax ass $80,24¢ $63,37¢
Valuation allowanct (3,167 (3,309
Net deferred tax asset, net of valuation allowe $77,08: $60,07¢

As of December 31, 2012, the Company had approgim&t.9 million in tax effected net operating less$1.4 million in tax effected
capital loss carryforwards and $13.0 million in &ffected credit carryforwards. The capital andop#rating loss carryforward assets and tax
credit carryforwards begin to expire in 2015. Ifgd in the net deferred tax asset balance is arfili@n valuation allowance recorded related
primarily to research credits in a jurisdiction lwé history of credits in excess of taxable profits

The Company provides for U.S. income taxes on #neiegs of foreign subsidiaries unless they aresicimmed permanently invested
outside of the U.S. At December 31, 2012, the catiud amount of earnings upon which U.S. incomehax not been provided is
approximately $320.0 million. It is not practicalbtedetermine the income tax liability that migletibcurred if these earnings were to be
repatriated to the U.S.

Excess tax benefits associated with stock opti@mases are credited to stockholders’ equity. Hukictions of income taxes payable
resulting from the exercise of employee stock apiand other employee stock programs that werétedeth stockholders’ equity were
approximately $5.1 million, $13.7 million, and $40nillion for the twelve months ended DecemberZ11,2, 2011, and 2010, respectively.

The Company has been granted a beneficial taxsstgtthe Israeli tax authorities for income earmelsrael. Under the terms, the
Company is eligible for significant tax rate redans following the first year in which the Compamgs Israeli taxable income after
consideration of tax losses carried forward. Therstes for 2012, 2011 and 2010 were 5.0%, 3.8%6a6fkb, respectively. The tax rate
reduction is currently effective through 2014 ane Company expects to reapply for subsequent edfidr expiration. The Company reali
tax savings of $4.8 million in 2012 ($0.03 per thldi share), $5.2 million in 2011($0.03 per dilusbdre) and $0.3 million in 2010. The tax
holiday in Israel did not have a material impacteannings per share in 2010. The reduced tax rasesell as other tax benefits, are conditi
upon the Company fulfilling the terms stipulatedianthe Israeli law for the Encouragement of Cdybiteestments of 1959.
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Effective 2008, the Company has been granted &ficeri¢ax status by the Singapore Economic Develept Board for income earnec
Singapore. Under the terms, the Company is eligdri@ tax rate reduction from 17% to 10% on quimdifincome. The reduced tax rate is
conditional upon fulfillment of the terms stipuldtby the Singapore Economic Development Board suwdiirently effective through 2013. T
Company expects to reapply for subsequent peribelsexpiration. The tax savings realized were $0ilion in 2012, and $0.5 million in
2011. There were no tax savings in 2010. The tdiddnpin Singapore did not have a material impacearnings per share.

In addition, beginning in 2008, the Company’s sdias in China was granted High-New Technology Epise (‘HNTE”) Recognition
under which the Company’s tax rate is reduced &% to 15%. The tax savings realized were $0.7amiih 2011 and $0.4 million in 2010.
There were no tax savings in 2012. Also in 2008,Gempany’s subsidiary in Thailand was granted &ejiHeadquarters Status (“RHS”) and
the tax rate was reduced from 30% to 10%. The &#salctax savings was $0.5 million in both 2012 a6d1, and $0.6 million for 2010. The
beneficial tax status for both China and Thailaniinemain in effect as long as the Company memgsstatutory requirements for qualificatit
The tax holidays in China and Thailand do not heweaterial impact on earnings per share.

In 2012, the Company recorded reserve reductio®4@0 million, $0.8 million of which was paid ietdement of a multi-year state tax
audit, and $5.7 million of which was due to a reéhrcin unrecognized tax benefits for research itsddbm acquired companies. The
expiration of statutes of limitation in both theSJand foreign jurisdictions also resulted in reseeleases of $3.5million.

In 2011, the Company recorded reserve release8.bfrillion, $6.9 million of which was due to thesplution of multi-year tax audits.
The expiration of statutes of limitation in botkett.S. and foreign jurisdictions resulted in resamieases of $0.8 million, and $0.4 million in
reserve releases was due to changes in foreigraergelrates.

In 2010, the California Franchise Tax Board corgaléts audit of the 2005 and 2006 tax years. Thi# agisulted in a payment of $0.8
million. Certain other audit issues were also edttluring the year resulting in the release ofiattaxes of $1.5 million. Additionally, $3.4
million in tax reserves related to the cost shadhgtock based compensation were released agustradnt to stockholders’ equity and $0.7
million in tax reserves were released due to chaunmgéoreign exchange rates during the year.

The aggregate changes in the balance of the Corigpgmss unrecognized tax benefits were as follfmwshe periods indicated (in
thousands):

December 31

2012 2011 2010
Beginning balance $32,40¢ $36,92: $44,36:
Additions based on tax positions taken during argveriod 304 1,13( 291
Reductions based on tax positions taken duringoa period (5,690 (415) (4,139
Additions based on tax positions taken during timeent perioc 31C 2,411 727
Reductions related to settlement of tax mat (807) (6,877 (2,26€)
Reductions related to a lapse of applicable statlienitations (3,476 (76%) (2,060
Ending balanc: $23,04¢ $32,40¢ $36,92!

Included in the balance as of December 31, 20$23s0 million of unrecognized tax benefits whichulbaffect income tax expense if
recognized.

The Company’s practice is to recognize interestf@ruenalties related to income tax matters inmnedax expense. As of December 31,
2012 and 2011, respectively, the Company had appedgly $1.5 million and $2.0 million of accruedenest and penalties related to uncertai
tax positions.
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By the end of 2012, uncertain tax positions maydaeiced as a result of a lapse of the applicabtatss of limitations or the resolutions
of ongoing audits in various jurisdictions. The Gmmy anticipates that the reduction in 2013 wipmximate $2.5 million and the reserve
releases would be recorded as adjustments to fensg in the period released.

The Company files income tax returns in the U.8efal jurisdiction and various states and foreigisflictions. The Company is no
longer subject to U.S. federal and state incometaminations by tax authorities for years prioR@®9. Foreign income tax matters for most
foreign jurisdictions have been concluded for ye¢arsugh 2006 except Hong Kong and Singapore while been concluded for years
through 2005; Brazil, China, Germany, Switzerlasmt Israel which have been concluded for yearsutitr@007 and France and the United
Kingdom which have been concluded for years thra2@s.

15. Business Segment Information:

Polycom’s business is organized around four magaiggaphic theatres: North America, Central Amelkiatih America (“CALA"),
Europe, Middle East and Africa (‘EMEA”) and Asiadifec (“APAC”). For reporting purposes, the Compaaygregates North America and
CALA into one segment named Americas and report&EBNMnd APAC as separate segments. The segmerdetarenined in accordance with
how management views and evaluates the Compangiedas and allocates its resources, and basea anitiéria as outlined in the
authoritative guidance.

Segment Revenue and Profit

Segment revenues are attributed to a theater lmasteb ordering location of the customer. A sigifit portion of each segment’s
expenses arise from shared services and infragteutttat Polycom has historically allocated toskgments in order to realize economies of
scale and to use resources efficiently. These egseinclude information technology services, faesiand other infrastructure costs.
Segment Data

The results of the reportable segments are dediredtly from Polycom’s management reporting syst@&he results are based on
Polycom’s method of internal reporting and arenepibrted in conformity with accounting principlesngrally accepted in the United States.
Management measures the performance of each sebasat on several metrics, including contributiargm as defined below.

Asset data, with the exception of gross accoumsivable, is not reviewed by management at the sagtavel.
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Financial information for each reportable geographséegment as of and for the fiscal years endegmber 31, 2012, 2011, and 2010,
based on the Company’s internal management sysidmsautilized by the ComparsyChief Operating Decision Maker (CODM), is asduols
(in thousands) :

Americas EMEA APAC Total
2012:
Revenue? $689,09¢ $345,72: $357,80¢ $1,392,62
% of total revenu 49% 25% 26% 100%
Contribution margir 273,93 142,91! 150,96. 567,81
% of segment reveni 40% 41% 42% 41%
2011:
Revenue? $693,28¢ $347,70: $361,19¢ $1,402,18!
% of total revenu 49% 25% 26% 100%
Contribution margir 280,25¢ 141,42: 175,24. 596,92:
% of segment reveni 40% 41% 49% 43%
2010:
Revenue* $586,47" $274,22! $258,16¢ $1,118,87,
% of total revenu 52% 25% 23% 100%
Contribution margir 231,89¢ 95,17¢ 117,67¢ 444,75!
% of segment reveni 40% 35% 46% 40%
At December 31, 201!
Gross accounts receivat 100,49: 67,52¢ 71,12¢ 239,15:
% of total gross accounts receival 42% 28% 30% 100%
At December 31, 201:
Gross accounts receivat 96,31¢ 77,97" 71,65¢ 245,95;
% of total gross accounts receival 39% 32% 29% 100%
At December 31, 201(
Gross accounts receivat 76,50¢ 56,27( 44,73¢ 177,51(
% of total gross accounts receival 43% 32% 25% 100%

* The United States and China, individually, acaednfor more than 10% of the Company’s revenu&9i? and 2011 . The United States
accounted for more than 10% of the CompamgVvenues in 2010. Net revenues in the UnitecStaere $583.0 million, $593.6 million, a
$500.6 million for the years ended December 3122@011, and 2010, respectively. Net revenues ind®lvere $159.3 million and $161.5
million for the years ended December 31, 2012 &1idl2respectively

Segment contribution margin includes all geograghkigment revenues less the related cost of saest slales and marketing expenses.
Management allocates some infrastructure costsasi€acilities and IT costs in determining segnuamttribution margin. Contribution margin
is used, in part, to evaluate the performanceraf,alocate resources to, each of the segmentgiGeperating expenses are not allocated to
segments because they are separately managedcatpioeate level. These unallocated costs includparate manufacturing costs, sales and
marketing costs other than direct sales and madketkpenses, research and development expensealgame administrative costs, such as
legal and accounting, stock-based compensatios,casjuisition-related costs, amortization of pasgd intangible assets, purchased in-
process research and development costs, litigatgerves and payments, restructuring costs anekgttend other income (expense), net.
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The reconciliation of segment information to Polycoonsolidated totals is as follows (in thousands):

Year Ended December 31

2012 2011 2010
Segment contribution margin $ 567,81 $ 596,92: $ 444,75!
Corporate and unallocated co (417,300 (367,86() (286,227
Stoclk-based compensatic (88,767 (63,857 (53,887
Effect of stocl-based compensation cost on warranty exp (669) (54€) (467)
Acquisition relate-costs (14,069 (9,689 —
Officer severance & CEO transition related c« (1,165 (1,557 (4,139
Amortization of purchased intangibl (17,465 (11,209 (4,000
Restructuring cost (22,029 (9,396 (8,139
Litigation reserves and paymel — — (1,23
Losses on investments, r — (79 (5,329
Interest and other income (expense), (3,86¢) (1,599 (2,53¢)
Total income before provision for income ta: $ 2,49¢ $ 131,15 $ 78,81

Year Ended December 31
2012 2011 2010

Gross accounts receivables $239,15: $245,95: $177,51(
Returns and related resen (41,57¢) (33,41¢) (29,439
Allowance for doubtful accoun (2,92)) (1,739 (1,849
Total trade receivables, r $194,65: $210,80:« $146,22¢

The following table summarizes the Company’s reesray groups of similar products and services bewe (in thousands):

Year ended December 31

2012 2011 2010
Net Revenues
UC group system $ 956,15! $ 971,75 $ 795,80°
UC personal device 180,93¢ 175,67: 139,44¢
UC platform 255,53¢ 254,76 183,61¢
Total $1,392,62 $1,402,18! $1,118,87.

During 2012, 2011, and 2010, one customer fromAtiericas segment, ScanSource Communications, atmbior 14% of the
Company’s revenues.

The Company'’s fixed assets, net of accumulatededétion, are located in the following geographimadas (in thousands):

December 31

2012 2011

United States $ 89,83( $ 82,05
EMEA 15,14¢ 18,84:
APAC 26,40¢ 22,98:
Other 1,93: 3,00t
Total $133,31¢ $126,88c¢
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No one country outside of the United States hasrtian 10% of total net fixed assets as of Dece®bg?012 and 2011.

16. Net Income Per Share Disclosures:

A reconciliation of the numerator and denominatdoasic and diluted net income per share is pralaefollows (in thousands, except
per share amounts), as adjusted for the stock split

Year ended December 31

2012 2011 2010
Numerato—basic and diluted net income (loss) per sh
Net income (loss) per share from continuing openrs $(35,55¢) $125,90¢ $ 66,65¢
Income from discontinued operations, net of te 9,88¢ 9,90¢ 1,75¢
Gain from sale of discontinued operations, nebwés 35,42¢ — —
Net income $ 9,75t $135,81« $ 68,40¢
Denominatc—basic net income (loss) per she
Weighted average common stock outstan 176,87¢ 176,42t 170,66.
Total shares used in calculation of basic net ireper shar 176,87¢ 176,42t 170,66:.
Basic net income per shal
Net income (loss) per share from continuing openrs $ (0.20 $ 0.71 $ 0.3¢
Income from discontinued operations, net of te 0.0€ 0.0¢ 0.01
Gain from sale of discontinued operations, nebwés 0.2C — —
Basic net income per she $ 0.0€ $ 0.7i $ 0.4cC
Denominatc—diluted net income per shal
Denominatc—shares used in calculation of basic net incomesipare 176,87¢ 176,42t 170,66.
Effect of dilutive securities
Common stock options and awal — 4,76¢ 5,70¢
Total shares used in calculation of diluted nebime per shar 176,87¢ 181,19 176,37(
Diluted net income (loss) per sha
Net income (loss) per share from continuing opers $ (0.20 $ 0.6¢ $ 0.3¢
Income from discontinued operations, net of te 0.0€ 0.0t 0.01
Gain from sale of discontinued operations, netgés 0.2C — —
Diluted net income per sha $ 0.0€ $ 0.7¢ $ 0.3¢

In 2012, 2011, and 2010, approximately 2,930,51and 1,565,390 shares, as adjusted for the spitkrespectively, relating to
potentially dilutive securities, primarily from conon stock awards and stock options, were excluded fhe denominator in the computation
of diluted net income per share because their én@tuwould be anti-dilutive. Further, as a resfithe net loss from continuing operations in
2012, 2,067,069 shares of potentially issuable comshares, in addition to the aforementioned shhes been excluded from the diluted
shares used in the computation of earnings peesbaR012 as their effect was anti-dilutive. Thesere no such shares being excluded for
2011 and 2010.
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Revenue

Gross profit

Net income (loss) from continuir
operations

Net income (loss) from operations
discontinued operatior

Net gain from sale of discontinut
operations

Net income (loss

Basic net income (loss) per share:

Net income (loss) per share frc
continuing operation

Net income (loss) per share frc
operations of discontinued
operations

Net gain per share from operations
discontinued operatior

Basic net income (loss) per shi

Diluted net income (loss) per share:

Net income (loss) per share frc
continuing operation

Net income (loss) per share frc
operations of discontinued
operations

Net gain per share from operations
discontinued operatior

Diluted net income (loss) per sh:

POLYCOM, INC.
SUPPLEMENTARY FINANCIAL DATA

(Unaudited)
(in thousands, except per share amounts)
2012 2011
Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
$353,02¢ $335,39: $358,50( $345,71( $386,23( $355,26¢ $340,56¢ $320,12!
$206,81¢ $196,35¢ $213,92: $206,33t $233,96( $214,54. $210,97° $198,78t
$(35,409 $(14,73) $ 2,23 $12,34¢ $4573( $ 1957¢ $ 26,16+ $ 34,43¢
$ 2,176 % 645 $ 4317 $ 2,75: $ 384: $ 4,14 ¢ 237¢ $ (460
$ 35428 § — $ — $ — $ — $ — $ — $ —
$ 2,19t $(14,08¢ $ 6,54t $ 15,10. $ 49,57¢ $ 23,72( $ 28,54! $ 33,97¢
$ (020 $ (0 $ 001 $ 007 $ 02 $ 011 $ 015 $ 0.2
$ 001 $ O00OC $ 00z $ 00z $ 00z $ 00z $ 001 $ o0.0C
$ 020 $ — $ — & — $§ — $ — $§ — $ —
$ 001 $ (00Y $ 004 $ 00 $ 026 $ 01z $ 0.1 $ 0.1¢
$ (020 $ (00 $ 001 $ 007 $ 02 $ 011 $ 024 $ 0.1¢
$ 001 $ O0OC $ 00z $ 00z $ 00z $ 00z $ 001 $ o0.0C
$ 020 $ — $ — & — § — $&$ — § — § —
$ 001 $ (©O0Y $ 004 $ 00t $ 026 $ 01z $ 0.1 $ 0.1¢
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FINANCIAL STATEMENT SCHEDULE—SCHEDULE Il
POLYCOM, INC.
VALUATION AND QUALIFYING ACCOUNTS
(in thousands)

Balance a

Balance a
Beginning
End of
of Year Additions Deductions Year
Year ended December 31, 2C
Allowance for doubtful accoun $ 1,732 $ 1,18¢ $ — $ 2,921
Sales returns and allowanc $30,60: $91,35¢ $(84,53¢) $37,42:
Income tax valuation allowant $ 3,301 $ — $ (140 $ 3,161
Year ended December 31, 2C
Allowance for doubtful accoun $ 1,84« $ — $ (112 $ 1,732
Sales returns and allowanc $24,85¢ $71,53¢ $(65,787) $30,60:
Income tax valuation allowan $ — $ 3,301 $ — $ 3,301
Year ended December 31, 2C
Allowance for doubtful accoun $ 3,52¢ $ — $ (1,679 $ 1,84«
Sales returns and allowanc $23,37¢ $60,59¢ $(59,11%) $24,85¢
Income tax valuation allowan: $ $ — $ $
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Exhibit
No.

2.1

10.1

10.2*

10.3*

10.4

10.5*

10.6*

10.7*

10.8*

10.9*

INDEX TO EXHIBITS

Description

Purchase and Sale Agreement, by and between Regiatrd Mobile Devices Holdings, LLC, dated May 2012 (which is
incorporated herein by reference to Exhibit 2.th®Registrant’s Quarterly Report on Form 10-Qdfileith the Commission on
August 1, 2012)

Amendment No. 1 to Purchase and Sale Agreemerantpetween Registrant and Mobile Devices Holdihgs;, dated
October 22, 2012 (which is incorporated hereindfgnence to Exhibit 2.1 to the Registrant’s QuiytReport on Form 10-Q
filed with the Commission on October 31, 201

Restated Certificate of Incorporation of Polycong.l(which is incorporated herein by referencexbihit 3.1 to the Registrarg’
Current Report on Formr-K filed with the Commission on June 2, 201

Amended and Restated Bylaws of Polycom, Inc., asngied effective November 8, 2012 (which is incoaped herein by
reference to Exhibit 3.1 to the Regist’'s Current Report on Forn-K filed with the Commission on November 13, 201

Reference is made to Exhibits 3.1 and

Specimen Common Stock certificate (which is incoaped herein by reference to Exhibit 4.2 to theiRegnt's Registration
Statement on Form-1 (Registration No. 3:-02296) filed with the Commission on March 12, 19¢

Settlement Agreement, by and between Registraniatalle Devices Holdings, LLC, dated October 2212@which is
incorporated herein by reference to Exhibit 10.th®Registrant’s Quarterly Report on Form 10-@dfilvith the Commission on
October 31, 2012

Form of Indemnification Agreement entered into betw the Registrant and each of its directors aficko$ (which is
incorporated herein by reference to Exhibit 10.th®Registrant’s Current Report on Form 8-K fiveith the Commission on
February 11, 2008

Polycom, Inc. 2005 Employee Stock Purchase Plaagresided (which is incorporated herein by refereéadexhibit 10.2 to the
Registrar’s Current Report on Forn-K, filed with the Commission on June 2, 201

Lease Agreement by and between the Registrant agddy Il SJ America Center |, LLC, dated Augusg@]1, regarding the
space located at 6001 America Center Drive, Sag, &&aifornia (which is incorporated herein by refece to Exhibit 10.7 to tt
Registrar’s Quarterly Report on Form -Q filed with the Commission on August 1, 201

Summary of Arrangement between the Registrant @n8dnior Executive Officers (which is incorporabedein by reference to
Exhibit 10.2 to the Registre’'s Quarterly Report on Form -Q filed with the Commission on November 3, 20(

Polycom, Inc. 2004 Equity Incentive Plan (May 2@1Q Restatement) (which is incorporated hereingfigrence to Exhibit 10.1
to the Registrar's Current Report on Forn-K filed with the Commission on June 2, 201

Form of Nonemployee Director Nonqualified Stock Option Agre@m@vhich is incorporated herein by reference tbikix 10.1
to the Registrars Quarterly Report on Form -Q filed with the Commission on October 29, 20(

Form of Non-officer Employee Stock Option Agreeme@mliich is incorporated herein by reference to BitHi0.2 to the
Registrar’s Quarterly Report on Form -Q filed with the Commission on October 29, 20(

Form of Officer Stock Option Agreement (which is@mporated herein by reference to Exhibit 10.htRegistrant’s Quarterly
Report on Form 1-Q filed with the Commission on October 29, 20(
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Exhibit

No.

10.10°

10.11°

10.12°

10.13"

10.14°

10.15°

10.16°

10.17°

10.18°

10.19°

10.20°

10.21°

10.22*

10.23"

10.24°

Description

Performance Bonus Plan, as amended (which is incatgd by reference to Exhibit 10.1 to the RegmrttsaAnnual Report on
Form &K filed with the Commission on May 25, 201.

Polycom, Inc. Management Bonus Plan, as amendeidifviincorporated by reference to Exhibit 10.@1he Registrant’s
Annual Report on Form -K filed with the Commission on February 29, 20(

Form of Performance Share Agreement for Officetsi€tvis incorporated herein by reference to ExHibitl to the Registrant’s
Current Report on Formr-K filed with the Commission on February 26, 20(

Form of Performance Share Agreement for Non-Offi¢arich is incorporated herein by reference toikikA0.2 to the
Registrar’s Current Report on Forn-K filed with the Commission on February 26, 20(

Form of Restricted Stock Unit Agreement for Offieéwhich is incorporated herein by reference toikki 0.3 to the
Registrar’s Current Report on Forn-K filed with the Commission on February 26, 20(

Form of Restricted Stock Unit Agreement for Noni€dfs (which is incorporated herein by referencExhibit 10.4 to the
Registrar’s Current Report on Forn-K filed with the Commission on February 26, 20(

Offer Letter with Andrew Miller, dated June 5, 20@¢hich is incorporated herein by reference to BitHi0.1 to the Registrant’s
Quarterly Report on Form -Q filed with the Commission on July 31, 200

Amended Change of Control Severance AgreementAvitirew M. Miller, effective as of May 10, 2010, (igh is incorporated
herein by reference to Exhibit 10.3 to the RegitsaQuarterly Report on Form 10-Q filed with ther@mission on July 30,
2010).

Form of Amended Change of Control Severance Agreéfmehich is incorporated herein by reference thiBi 10.3 to the
Registrar’s Current Report on Forn-K filed with the Commission on December 22, 20l

Form of Performance Share Agreement for Officersi¢tvis incorporated herein by reference to ExHiBit3 to the Registrant’s
Current Report on Formr-K filed with the Commission on February 9, 201

Form of Performance Share Agreement for Non-Offi¢arhich is incorporated herein by reference toikixi0.51 to the
Registrar’s Annual Report on Form -K filed with the Commission on February 19, 201

Form of Performance Share Agreement for Non-Offi¢arich is incorporated herein by reference toikikA0.1 to the
Registrar’s Quarterly Report on Form -Q filed with the Commission on May 4, 201

Polycom, Inc. Executive Severance Plan and SumiRkany Description, as amended and restated effeddineary 31, 2013
(which is incorporated herein by reference to EitHib.1 to the Registrant’s Current Report on F8AK filed with the
Commission on February 6, 201

Form of Amended and Restated Performance Shareefkgnet for Andrew M. Miller (which is incorporateétein by reference
to Exhibit 10.5 to the Registre's Quarterly Report on Form -Q filed with the Commission on July 30, 201

Letter dated February 15, 2011, regarding tempdiaing benefits for Andrew M. Miller (which is irarporated herein by
reference to Exhibit 10.52 to the Regist’s Annual Report on Form -K filed with the Commission on February 18, 201



Table of Contents

Exhibit

No.

10.25°

10.26*

10.27*

10.28°

10.29°

10.30°

10.31°

10.32°

10.33°

10.34°

10.35°

10.36°

10.37*

10.38*

10.39°

Description

Form of Performance Share Agreement for Officersi¢tvis incorporated herein by reference to ExHiBitl to the Registrant’s
Quarterly Report on Form -Q filed with the Commission on April 28, 201

Form of Performance Share Agreement for Non-Of§i¢arhich is incorporated herein by reference toikikAi0.2 to the
Registrar’s Quarterly Report on Form -Q filed with the Commission on April 28, 201

Polycom, Inc. 2011 Equity Incentive Plan (whiclinsorporated herein by reference to Exhibit 10.thewRegistrant’s Current
Report on Form-K filed with the Commission on June 2, 201

Form of Performance Share Agreement for Officetsi¢tvis incorporated herein by reference to ExHibitl to the Registrant’s
Quarterly Report on Form -Q filed with the Commission on October 31, 20:

Form of Performance Share Agreement for Non-Offi¢arhich is incorporated herein by reference toikikAi0.2 to the
Registrar’s Quarterly Report on Form -Q filed with the Commission on October 31, 20:

Form of Restricted Stock Unit Agreement for Offieéwhich is incorporated herein by reference toikki 0.3 to the
Registrar’s Quarterly Report on Form -Q filed with the Commission on October 31, 20:

Form of Restricted Stock Unit Agreement for Noni€dfs (which is incorporated herein by referencEstbibit 10.4 to the
Registrar’s Quarterly Report on Form -Q filed with the Commission on October 31, 20:

Form of Restricted Stock Unit Agreement for Non-Hoyee Directors (which is incorporated herein bigrence to Exhibit 10.5
to the Registral's Quarterly Report on Form -Q filed with the Commission on October 31, 20:

Offer Letter with Tracey Newell, dated June 27, PQdhich is incorporated herein by reference toiBixti 0.6 to the
Registrar’s Quarterly Report on Form -Q filed with the Commission on October 31, 20:

Offer Letter with Eric F. Brown, dated January 2012 (which is incorporated herein by referencEsthibit 10.1 to the
Registrar’s Quarterly Report on Form -Q filed with the Commission on May 1, 201

Separation Agreement with Michael R. Kourey, daebruary 8, 2012 (which is incorporated hereindfgnence to Exhibit 10.
to the Registral's Quarterly Report on Form -Q filed with the Commission on May 1, 201

ViVu, Inc. 2008 Equity Incentive Plan, as amendeti¢h are incorporated herein by reference to EkBi®.1 to the Registrargt’
Registration Statement on Forr-8 (Registration No. 3:--177763) filed with the Commission on November 4120

Form of Performance Share Agreement for Officersi¢tvis incorporated herein by reference to ExHiBitl to the Registrant’s
Current Report on Forrmr-K filed with the Commission on August 1, 201

Form of Performance Share Agreement for Non-Offi¢arhich is incorporated herein by reference toikiki0.2 to the
Registrar’s Current Report on Forn-K filed with the Commission on August 1, 201

Form of Restricted Stock Unit Agreement for Offie€which is incorporated herein by reference toikki0.3 to the
Registrar’s Current Report on Forn-K filed with the Commission on August 1, 201
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Exhibit
No

10.40°

10.41°

10.42°

21.1(1
23.1(1
24.1(1
31.1(1

31.2(1

32.1(1

101.INS**
101.SCH*
101.CAL**
101.DEF**
101.LAB**
101.PRE*

Description

Form of Restricted Stock Unit Agreement for Noni€dfs (which is incorporated herein by referencExhibit 10.4 to the
Registrar’s Current Report on Forn-K filed with the Commission on August 1, 201

Form of Stock Option Agreement for Officers (whishincorporated herein by reference to Exhibit 10.the Registrant’s
Current Report on Formr-K filed with the Commission on August 1, 201

Form of Stock Option Agreement for Non-Officers (ethis incorporated herein by reference to ExHiit6 to the
Registrar’s Current Report on Forn-K filed with the Commission on August 1, 201

Subsidiaries of the Registra
Consent of Independent Registered Public Accourfing.
Power of Attorney (included on pages 74 and 7%isf Annual Report on Form -K).

Certification of the President and Chief ExecutiMéicer pursuant to Securities Exchange Act Rulgas-14(c) and 15d-14
(a).

Certification of the Executive Vice President, Fina and Administration and Chief Financial Offipeirsuant to Securitie
Exchange Act Rules 1-14(c) and 15-14(a).

Certifications pursuant to 18 U.S.C. Section 13&0adopted pursuant to Section 906 of the
Sarbane-Oxley Act of 2002

XBRL Instance Documert

XBRL Taxonomy Extension Schema Linkbase Docun
XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Docun
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

* Indicates management contract or compensatorygularrangemen

**  XBRL information is furnished and not filed orpart of a registration statement or prospectuptmposes of sections 11 or 12 of the
Securities Exchange Act of 1933, as amended, imédeot filed for purposes of section 18 of theusidies Exchange Act of 1934, as
amended, and otherwise is not subject to liabilitger these sectior

(1) Filed herewith



Entity Name
1414c Inc.

A.S.P.I Digital, Inc.

Accord Networks Management, Ir
Accord Networks, Inc

Accordent Technologies, In
Destiny Conferencing Corporatic
Octave Communications, In
PicTel Videoconferencing Systems Corporal
PictureTel Audio Holdings Inc
PictureTel LLC

PictureTel Mexico SA de C'
PictureTel Scandinavia A
PictureTel Securities Corporati
PictureTel Service Corporatic
PictureTel Venezuela S

Polycom (Cayman) Inc

Polycom Copenhagen AF
Polycom (France), S.A.R.I
Polycom (ltaly) S.r.|

Polycom (Japan) K.K

Polycom (Mena) F-LLC

Polycom (Netherlands) B.\
Polycom (Switzerland) A(
Polycom (United Kingdom) Ltc
Polycom Asia Pacific Pte Lt
Polycom Australia Pty Ltc
Polycom Canada, Lt

Polycom Capital LLC

Polycom Chile Comercial Limitac

Polycom Communication Solutions (Beijing) Co., L{Eka Polycom Communications Products

Maintenance Co., Ltd

SUBSIDIARIES OF THE REGISTRANT

Polycom Communications Technology (Beijing) Cod [(fEka DST Technology Co Lt

Polycom Europe Cooperati
Polycom Global Limitec
Polycom Global, Inc

Polycom Gmb}

Polycom Hong Kong Limite:
Polycom International Corporatic
Polycom Israel Ltd

Polycom Norway A<

Polycom Nova Scotia Ltc
Polycom Nova Scotia UL!
Polycom Peru SR

Polycom Poland Sp.z.o.
Polycom Puerto Rico, LL(
Polycom Russii

Poly-com S de RL de C'
Polycom SEE (Romania) S.R.

Jurisdiction
Delaware, USA
Georgia, USA
Georgia, USA
Georgia, USA
California, USA
Delaware, US£
Delaware, US£
Delaware, USA

Massachusetts, US

Delaware, USA
Mexico
Sweder

Massachusetts, US

Delaware, US£
Venezuel:
Cayman Island
Denmark
France

Italy

Japar

Dubai, India
Netherland:
Switzerland
United Kingdom
Singapore
Australia
Canade
Delaware, US£
Chile

Beijing, China
Beijing, China
Netherland:s
Thailand
Cayman Island
Germany
Hong Kong
Delaware, US£
Israel

Norway
Canade
Canade

Peru

Poland

Puerto Ricc
Russia

Mexico
Romania
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Entity Name

Polycom Solutions (Spain) £

Polycom South Africa (Pty) Ltd (formerly Polyspamdaformerly Opiconsivia Trading 3 (Pty) Lt
Polycom Technology (R&D) Center Private Limit

Polycom Telecomunicacoes do Brasil Lt

Polycom Unified lletisim Sanayi ve Ticaret Limit&irketi

Polycom WebOffice Holding, Inc

Polycom WebOffice Israel, Lt

Polycom WebOffice, Inc

Vivu, LLC
Vivu Cayman Ltd
ViVu, Inc.

ViVu Technologies Private Limite
Voyant Europe, Ltd
Voyant Technologies, In

Jurisdiction
Spain

South Africa
India

Brazil

Turkey
Delaware, US£
Israel
Delaware, US£
Delaware, USA
Cayman Island
Delaware, US£
India

United Kingdom
Delaware, US£



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N83:BL6095, 333-126819, 333-
161542, 333-175506, 333-177763) of Polycom, In@wfreport dated February 14, 2013 relating tacthesolidated financial statements,
financial statement schedule and the effectiven&sgernal control over financial reporting, whiappears in this Form 10-K.

/sl PricewaterhouseCoopers L
San Jose, Californi
February 14, 201



Exhibit 31.1
CERTIFICATION

I, Andrew M. Miller, certify that:

1. I have reviewed this annual report on Forr-K of Polycom, Inc..
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financigloiging, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registragigslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) Disclosed in this report any change in the tegyg’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

February 14, 2013 By: /s/  ANDREWM. M ILLER

Name:; Andrew M. Miller
Title: President and Chief Executive Officel



Exhibit 31.2
CERTIFICATION

I, Eric F. Brown, certify that:

1.
2.

| have reviewed this annual report on Forr-K of Polycom, Inc..

Based on my knowledge, this report does notaioriny untrue statement of a material fact or dondttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financiglating, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiiksineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

d) Disclosed in this report any change in the tegyig’s internal control over financial reportirttat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

February 14, 2013 By: /s/ ERICF. BROWN

Name: Eric F. Brown

Title: Chief Operating Officer, Chief Financial Officer and
Executive Vice Presiden



Exhibit 32.1

Certification of the President and Chief ExecutiveOfficer pursuant to 18 U.S.C. Section 1350, as adigul pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

I, Andrew M. Miller, certify, pursuant to 18 U.S.Section 1350, as adopted pursuant to Section B Garbane®xley Act of 2002, that tt
Annual Report of Polycom, Inc. on Form 10-K for tfear ended December 31, 2012 fully complies withrequirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934 arad ithformation contained in such Annual Report onnfr 10-K fairly presents in all material
respects the financial condition and results ofrapens of Polycom, Inc.

February 14, 2013 By: /s/ ANDREWM. M ILLER
Name: Andrew M. Miller
Title: President and Chief Executive Officel

Certification of the Executive Vice President, Finace and Administration and Chief Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906tbé Sarbanes-Oxley Act of 2002

I, Eric F. Brown, certify, pursuant to 18 U.S.Cc8en 1350, as adopted pursuant to Section 90BeoSarbanes-Oxley Act of 2002, that the
Annual Report of Polycom, Inc. on Form 10-K for tfear ended December 31, 2012 fully complies withrequirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934 arad itiformation contained in such Annual Report onnfr 10-K fairly presents in all material
respects the financial condition and results ofrapens of Polycom, Inc.

February 14, 2013 By: /'s/ ERICF. BROWN
Name: Eric F. Brown
Title: Chief Operating Officer, Chief Financial Officer and

Executive Vice President



