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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

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

For the quarterly period ended March 31, 2014

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 (IRS employer
incorporation or organization) identification number)
6001 America Center Drive, San Jose, CA 95002
(Address of principal executive offices (Zip Code)

(408) 586-6000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti8 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mo(ah$or such shorter period that the Registrard veguired to file such reports) and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No [

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥ab site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of Regulation5¢8232.405 of this chapter) during the precedi@gribnths
(or for such shorter period that the registrant veagiired to submit and post such files). YEs No O

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, &accelerated filer, or a smaller repor
company. See the definitions of “large acceleréited” “accelerated filer,” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange

Act.
Large accelerated file Accelerated file| O
Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar [

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 in Exchahgg. Yes [ No

There were 138,149,319 shares of the Company’s GonBtock, par value $.0005, outstanding on AprjlZBL4.
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PART I — FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

POLYCOM, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(in thousands, except share data)
March 31, December 31
2014 2013
ASSETS
Current assel
Cash and cash equivalel $ 380,21 $ 392,62¢
Shor-term investment 149,89( 134,68:
Trade receivables, net of allowance for doubtfaloamts of $2,805 and $2,827 at March 31, 2014 and
December 31, 2013, respectiv: 184,23¢ 183,36
Inventories 103,28( 103,30¢
Deferred taxe 37,07¢ 37,08t
Prepaid expenses and other current a: 58,98 50,35:
Total current asse 913,68 901,42¢
Property and equipment, r 109,14t 115,15
Long-term investment 65,83t 56,37:
Goodwill 559,23« 559,46(
Purchased intangibles, r 34,10¢ 37,45¢
Deferred taxe 44.42" 51,39¢
Other asset 27,65 27,75
Total asset $ 1,754,08 $ 1,749,031
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Accounts payabl $ 92,61¢ $ 84,64(
Accrued payroll and related liabilitie 32,05: 40,16:
Taxes payabl 3,797 5,38¢
Deferred revenu 172,70: 172,40t
Current portion of lon-term debt 6,25( 6,25(
Other accrued liabilitie 76,84 77,744
Total current liabilities 384,25¢ 386,59:
Nor-current liabilities
Long-term deferred revent 86,07¢ 87,467
Taxes payabl 12,55: 12,41¢
Deferred taxe 15C 14¢
Long-term debi 240,62! 242,18t
Other nor-current liabilities 50,20+ 43,84¢
Total nor-current liabilities 389,61( 386,07:
Total liabilities 773,86¢ 772,66!
Stockholders' equit
Common stock, $0.0005 par value; Authorized: 350,000 shares; Issued and outstanding:

138,148,354 shares at March 31, 2014 and 13®86%hares at December 31, 2| 68 68
Additional paic-in capital 1,113,08! 1,104,27.
Accumulated defici (136,339 (132,349
Accumulated other comprehensive incc 3,40¢ 4,372

Total stockholders' equit 980,21t 976,36!
Total liabilities and stockholders' equ $ 1,754,08. $ 1,749,031

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




POLYCOM, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

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

Revenues
Product revenue
Service revenue
Total revenue
Cost of revenue:
Cost of product revenut
Cost of service revenu
Total cost of revenue
Gross profit
Operating expense
Sales and marketir
Research and developm
General and administrati\
Amortization of purchased intangibl
Restructuring cosl
Transactio-related cost
Total operating expens
Operating los!
Interest and other income (expense),
Interest expens
Other income (expens
Interest and other income (expense),

Loss from continuing operations before benefit fimeome taxe:

Benefit from income taxe
Net income (loss) from continuing operatic
Gain from sale of discontinued operations, netgés
Net income (loss
Basic net income (loss) per she
Net income (loss) per share from continuing opere
Gain per share from sale of discontinued operatioetof taxe:
Basic net income (loss) per sh
Diluted net income (loss) per sha
Net income (loss) per share from continuing opere
Gain per share from sale of discontinued operatioesof taxe:
Diluted net income (loss) per sh:
Number of shares used in computation of net incfloss) per shar
Basic

Diluted

The accompanying notes are an integral part oktheadensed consolidated financial statements.

Three Months Ended

March 31, March 31,
2014 2013

231,50¢ 246,12¢
97,01¢ 92,62
328,52¢ 338,75:.
97,63¢ 101,87¢
38,90: 37,77,
136,53¢ 139,65!
191,98! 199,09
93,96¢ 108,71!
48,14’ 55,93¢
23,79: 23,69¢
2,492 2,50z
30,34: 5,42:
15€ 3,32
198,89¢ 199,59:
(6,919 (495)
(1,479 (407)
77¢ (352)
(695) (759)
(7,609 (1,259
(3,61%) (3,370
(3,997 2,117
— 45¢
(3,997 2,57¢
(0.09) 0.01
(0.09) 0.01
(0.09) 0.01
(0.09) 0.01
136,79! 176,07¢
136,79! 179,14(




POLYCOM, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Unaudited)
(in thousands)

Three Months Ended

March 31, March 31,
2014 2013
Net income (loss $ (3,99) $ 2,57¢
Other comprehensive income (loss), net of
Foreign currency translation adjustme (1,209 64
Unrealized gains/losses on investme
Unrealized holding gains (losses) arising durirgykriod @) (12
Net gains/losses reclassified into earni (D 66
Net unrealized gains (losses) on investm (8 54
Unrealized gains/losses on hedging securi
Unrealized hedge gains (losses) arising duringoéred (4213) 2,957
Net gains/losses reclassified into earnings foenee hedge 2,86¢ (627)
Net gains/losses reclassified into earnings foeasp hedge (2,199 (87)
Net unrealized (losses) on hedging secur 24k 2,24:
Other comprehensive income (lo (96€) 2,361
Comprehensive income (los $ (4,957 $ 4,93

The accompanying notes are an integral part oktheadensed consolidated financial statements.




POLYCOM, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(in thousands)

Cash flows from operating activitie
Net income (loss
Adjustments to reconcile net income (loss) to resthcprovided by operating activitie
Depreciation and amortizatic
Amortization of purchased intangibl
Amortization of software development co
Amortization of debt issuance co:
Amortization of discounts and premiums on investtagnet
Write-down of excess and obsolete invento
Stocl-based compensation expel
Excess tax benefits from stc-based compensation expel
Loss on disposal of property and equipmr
Net gain on sale of discontinued operati
Changes in assets and liabilities, net of effettcquisitions:
Trade receivable
Inventories
Deferred taxe
Prepaid expenses and other as
Accounts payabl
Taxes payabl
Other accrued liabilities and deferred reve
Net cash provided by operating activit
Cash flows from investing activitie
Purchases of property and equipm
Capitalized software development costs for prodtatse solc
Purchases of investmer
Proceeds from sales of investme
Proceeds from maturities of investme
Net cash received from sale of discontinued opmna
Net cash paid in purchase acquisiti
Net cash provided by (used in) investing activi
Cash flows from financing activitie
Proceeds from issuance of common stock under emelogtion and stock purchase pl
Payments on del
Purchase and retirement of common si
Excess tax benefits from stc-based compensation expel
Net cash provided by (used in) financing activi
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

Three Months Ended

March 31, March 31,
2014 2013

$ (3,99 $ 2,57¢
14,53: 16,43(
3,352 3,76¢
28¢ —
134 —
442 38¢
1,781 2,93¢
5,647 17,77
(1,695 (155)
3,68t 1,20¢
— (45¢)
(870) 17,17¢
(1,757 (525)
(1,767) 1,99¢
(8,629 (4,530
6,75(C 7,857
4,93¢ (1,68))
(3,76)) (15,357
19,09 49,40(
(10,929 (12,75)
(1,079 —
(90,667 (55,75¢)
30,11 9,22]
35,43( 68,13¢
— 55€
— (8,350
(37,12) 1,05¢
13,29¢ 13,20¢
(1,562) —
(7,816) (38,04)
1,69¢ 15%
5,61: (24,68()
(12,415 25,77¢
392,62! 477,07.
$ 380,21: $ 502,85:.

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




POLYCOM, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. BASIS OF PRESENTATION

The accompanying unaudited financial statementssisting of the condensed consolidated balance steeof March 31, 2014, the
condensed consolidated statements of operatiotkddhree months ended March 31, 2014 and 20&3;a¢hdensed consolidated statemen
comprehensive income for the three months endediMait, 2014 and 2013, and the condensed consalid&ttements of cash flows for the
three months ended March 31, 2014 and 2013, haere firepared in accordance with accounting prinsigknerally accepted in the United
States of America in accordance with the instruntito Form 10-Q and Article 10 of Regulation S-Xalldition, the condensed consolidated
balance sheet at December 31, 2013 has been démvedhe audited consolidated financial statemastsf that date. Accordingly, these
condensed consolidated financial statements dmohide all of the information and footnotes typigdound in the audited consolidated
financial statements and footnotes thereto includatbe Annual Report on Form 10-K of Polycom, land its subsidiaries (the “Company”).
In the opinion of management, the accompanying dited financial statements have been preparedbasia consistent with the Company’s
December 31, 2013 audited financial statementsadiradijustments (primarily consisting of normaluging adjustments) considered neces
for a fair statement have been included. For furitii®rmation, refer to the consolidated finan@tdtements and footnotes thereto included in
the Company’s Annual Report on Form 10-K for tharyended December 31, 2013.

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America
requires management to make estimates and assasfiat affect the reported amounts of assetsiabitities and disclosure of contingent
assets and liabilities at the date of the finamstialements and the reported amounts of revenuesxpenses during the reported period. Actue
results could differ from tho se estimates and afieg results for the three months ended Marct2814 and are not necessarily indicative of
the results that may be expected for the year gridatember 31, 2014.

Revision of Prior Period Financial Statements

During the three months ended December 31, 20&3Ctmpany discovered an error that impacted thepaaogis previously issued
interim and annual consolidated statements of ftagls. The error was related to the net amortizatibdiscounts and premiums on
investments not being properly reported, which Iteduin understated cash flows provided by opegadictivities and understated or overstatec
cash provided by or used in investing activitiethia first three quarters of 2013 and full fiscahys 2012 and 2011.

In evaluating whether t he Company'’s previouslyésscondensed consolidated statements of cash flewes materially misstated, the
Company considered the guidance in ASC Topic 288punting Changes and Error CorrectionASC Topic 250-10-S99-HAssessing
Materiality , and ASC Topic 250-10-S99-2pnsidering the Effects of Prior Year Misstatemeviien Quantifying Misstatements in Current
Year Financial Statement§he Company concluded that this error was not rizdter any of the prior reporting periods, and #fere,
amendments of previously filed reports were notiegl. However, the consolidated statements of flashcorrection would impact
comparisons to prior periods. As such, the revigiorthe correction is reflected in the financialarmation of the applicable prior periods and
will be reflected in future filings containing suihancial information.

The following table sets forth a summary of theigimn to the condensed consolidated statementsdf taws for the following period
(in thousands):

Three Months Ended March 31, 201:
As Previously

Reported Adjustment As Revised
Condensed Consolidated Statement of Cash Flows
Operating activities
Amortization of discounts and premiums on investtagn
net $ — $ 386 $ 386
Net cash provided by operating activit $ 49,01« $ 386 $ 49,40(
Investing activities
Purchases of investmer $ (55,36¢) $ (386) $ (55,759
Net cash provided by investing activiti $ 1,444 $ (386) $ 1,05¢




2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company'’s significant accounting policies weéescribed in Note 1 to the audited Consolidatediéral Statements included in the
Company’s Annual Report on Form 10-K for the yaadledd December 31, 2013 (the “2013 Form 10-K”). Wit exception of the accounting
standards update discussed below, there have lesignificant changes to these policies and nonteaecounting pronouncements or change
in accounting pronouncements during the three nsoatided March 31, 2014, that are of significangeotential significance to the Company.

Recent Accounting Pronouncements

In July 2013, the Financial Accounting Standardafiq“FASB”) issued an accounting standard upddtiehvclarifies that an
unrecognized tax benefit should be presented ifithecial statements as a reduction to a defamedsset for a net operating loss
carryforward, a similar tax loss, or a tax creditrgforward if such settlement is required or expddn the event the uncertain tax position is
disallowed. In situatio ns where a net operatirgg lcarryforward, a similar tax loss, or a tax dredrryforward is not available at the reporting
date under the tax law of the applicable jurisdictor the tax law of the jurisdiction does not rieguand the entity does not intend to use the
deferred tax asset for such purpose, the unrecegméx benefit should be presented in the finarstaibments as a liability and should not be
combined with deferred tax assets. The guidane#fastive prospectively for reporting periods bedirg after December 15, 2013. The
Company adopted the guidance in the three montedeMarch 31, 2014, and such adoption did not bawveterial impact on the Company’s
condensed consolidated financial statements.

3. DISCONTINUED OPERATIONS

On December 4, 2012, the Company completed theslispn of the net assets of its enterprise wikelasice solutions (“EWS”)
business to Mobile Devices Holdings, LLC, a Delaaviimited liability corporation. The Company reogivcash consideration of
approximately $50.7 million, resulting in a gain sale of the discontinued operations, net of taze$35.4 million, as reflected in its
consolidated financial statements for the year didlecember 31, 2012. In the three months endedhiVairc2013, the Company recorded an
additional gain on sale of discontinued operatiomes,of taxes, of approximately $0.5 million asault of the final net working capital
adjustment in accordance with the Purchase Agreemdditional cash consideration of up to $37.5limnil is payable to Polycom over the
next three years subject to certain conditiondutting meeting certain agreed-upon EBITDA-basedstdnes for the fiscal years ending
December 31, 2014, 2015 and 2016. These conditiens not met for the fiscal year ended DecembeRB13. Such additional cash
consideration will be accounted for as a gain de shdiscontinued operations, net of taxes, whénriealized or realizable. For the three
months ended March 31, 2014, there was no reafjaadon sale of discontinued operations.

4. BUSINESS COMBINATIONS

On March 1, 2013 the Company completed its acdmisif certain assets of Sentri, Inc. (“Sentri”pravately-held services company
with expertise in Microsoft technologies, for apgroately $8.0 million in cash, net of approximat8.4 million cash released from an esc
account as a result of a net working capital adjesit. The total purchase price was allocated tmé¢héangible and intangible assets based
upon their fair values at March 1, 2013 with theass amount recorded as goodwill. The goodwilkimarily attributable to the expertise of
former Sentri employees in Microsoft technologied axpected synergies from the combined company.Cdmpany has included the
financial results of Sentri in its condensed coitstéd financial statements from the date of adfipiis Pro forma and actual results of
operations of the acquisition were not materigh® Company’s condensed consolidated financiadistants.

5. ACCOUNTS RECEIVABLE FINANCING

In 2012, the Company launched a customer finangingram and entered into a financing agreement‘gimancing Agreement”) with
an unrelated third party financing company. Thegpam 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 Agreemeet@bmpany transfers accounts
receivable from these customers, without recodeosthe financing companyin return, the Company agrees to pay the fingncompany a fe
based on a pre-defined percentage of the transamtimunt financed. If the transaction meets thdicgige criteria under ASC 860 and is
accounted for as a sale of financial assets, tbeusnts receivable are excluded from the balancetshmon the third party financing company’s
payment remittance to the Company. In certain lggadictions, the arrangement fees that invohantenance services or products bundled
with maintenance at one price do not qualify aala ef financial assets in accordance with the@ittitive guidance. Accordingly, accounts
receivable related to these arrangements are awzbfor as a secured borrowing in accordance w8860, and the Company records a
liability for any cash received, while maintainitige associated accounts receivable balance uatédrid-customer remits payment to the third-
party financing company.




In the three months ended March 31, 2014, totakaetions entered pursuant to the terms of thenEing Agreement were
approximately $ 32.0 million, of which $31.1 miltiavas related to the sale of the financial assetmgement. In the three months ended
March 31, 2013, total transactions entered wereceqapately $24.9 million, of which $22.3 million waelated to the sale of the financial
assets arrangement. The financing of these redeiwabcelerated the collection of the Company'$ easl reduced its credit exposure. The
amount due from the financing company as of March2®14 and December 31, 2013 was approximately’$hdlion and $22.9 million,
respectively, of which $19.2 million and $21.6 ioifl, respectively, was related to the accountsivabée sold, and is included in “Trade
receivables” in the Company’s condensed consolitlaédance sheets. Fees incurred pursuant to tlaaéiing Agreement were approximately
$0.5 million and $0.3 million for the three monthrsded March 31, 2014 and 2013, respectively. Tfeeewere recorded as reductions to
revenues.

6. GOODWILL, PURCHASED INTANGIBLES, AND SOFTWARE DE VELOPMENT COSTS
Goodwill

The following table presents the changes to the fiamy's goodwill by segment during the three momthded March 31, 2014 (in
thousands):

Americas EMEA APAC Total
Balance at December 31, 20 $ 308,15¢ $ 101,88: $ 149,41¢ $ 559,46(
Foreign currency translatic — — (226) (226)
Balance at March 31, 20: $ 308,15¢ $ 101,88: $ 149,19 $ 559,23«

Purchased I ntangible Assets and Software Development Costs

The following table presents details of the Compaigtal purchased intangible assets and capithioftware development costs as of
the following period s (in thousands):

March 31, 2014 December 31, 2013
Accumulated Accumulated
Gross Amortization Gross Amortization
Value & Impairment Net Value Value & Impairment Net Value
Core and developed technola $ 81,17¢ $ (77,799 $ 3,38t 3 81,17¢ $ (76,952 $ 4,22¢
Customer and partner relationsh 79,52¢ (51,24%) 28,271 79,52t (48,947 30,58¢
Non-compete agreemer 1,80C (650) 1,15C 1,80C (500) 1,30C
Trade nam 3,40C (3,129 276 3,40C (3,089) 311
Other 4,462 (4,362) 100 4,462 (4,349) 119
Finite-lived intangible asse’ 170,36¢ (137,177 33,18¢ 170,36¢ (133,825 36,54(
Indefinite-lived trade nam: 918 — 918 918 918
Total acquired intangible asst $ 171,28: $ (137,17) $ 34,106 $ 171,28: $ (133,829 $ 37,45¢
Software development costs for products t
sold $ 3474 $ (484) $ 299C $ 2,365 3 (196) $ 2,16¢

Purchased intangibles include a purchased trade o&$0.9 million with an indefinite life as the @pany expects to generate cash
flows related to this asset indefinitely. Consedlyethis trade name is not amortized but is reddvfor impairment annually or sooner when
indicators of potential impairment exist.

The following table summarizes the amortizationenges recorded in the following periods (in thodsyn

Three Months Ended

March 31, March 31,
2014 2013
Amortization of purchased intangibles in reven $ 19 $ 18
Amortization of purchased intangibles in cost aiguct revenue 841 1,24¢
Amortization of purchased intangibles in operatxgense: 2,492 2,502
Total amortization expenses of purchased intang $ 335z $ 3,76¢

Amortization of purchased intangibles is not alteckto the Company’s segments.

9




The estimated future amortization expense as otMad, 2014 is as follows (in thousands):

Year ending December 31, Amount
Remainder of 201 $ 9,53¢
2015 10,49¢
2016 8,48¢
2017 4,67(C
2018 —
Total $ 33,18¢

In the three months ended March 31, 2014, the Caynpapitalized approximately $1.1 million of softwwalevelopment costs for
internally developed software products to be maketnd sold to customers after the point that @loigical feasibility has been reached and
before the products are available for general sele@here were no such costs capitalized in tlethmonths ended March 31, 2013 as the
development costs qualifying for capitalization e@rsignificant. The capitalized costs are being@iired over the estimated product useful
life, generally three years, beginning when thedpats are available for general release. Manageaxgacts that the capitalized software
development costs are recoverable from future grosfits generated by these products and services.

7. RESTRUCTURING COSTS

The Company recorded restructuring costs of $30®mand $5.4 million during the three months eddviarch 31, 2014 and 2013,
respectively. Pursuant to the announcement in epr2014, management took certain actions desigmbdtter align expenses to the
Company’s revenue and gross margin profile andiposthe Company for improved operating performafdese actions included the
elimination of approximately six percent of the lgldbworkforce and reduction or elimination of certeeased facilities. The Company has
recorded approximately $29.9 million in restruatgricosts as of March 31, 2014 in connection wids¢hactions and expects to record
remaining charges (primarily related to certairséghfacilities) through the third quarter of 2014.

The following table summarizes the changes in tom@any’s restructuring reserves during the threathmended March 31, 2014 (in
thousands):

Severance/Othel Facilities Total
Balance at December 31, 20 $ 1,14z $ 33,78¢ $ 34,92¢
Additions to the reserv 10,557 19,78¢ 30,34:
Non-cash writ-offs — (3,359 (3,359)
Cash payments and other us: (8,264) (3,46¢) (11,732)
Balance at March 31, 20: $ 3,43 $ 46,74 $ 50,181

As of March 31, 2014, the restructuring reservarimarily comprised of facilities-related liabiks. The Company calculated the fair
value of its facilities-related liabilities based the discounted future lease payments less sebesasimptions. This fa ir value measurement i
classified as a Level 3 measurement under ASCB280key assumptions used in the valuation moddldiecdiscount rates, cash flow
projections, and estimated sublease income. Tressergtions involve significant judgment, are basednanagemerd’estimate of current a
forecasted market conditions and are sensitivesaadeptible to change.

8. BALANCE SHEET DETAILS

Inventories are valued at the lower of cost or raavkith cost computed on a first-in, first-out (") basis. Consideration is given to
obsolescence, excessive levels, deterioration trad tactors in evaluating net realizable value.

Inventories consist of the following (in thousands)

March 31, December 31,
2014 2013
Raw materials $ 3,21C $ 2,74C
Work in proces: 1,00z 840
Finished good 99,06¢ 99,72¢
$ 103,28( $ 103,30¢

10




Prepaid expenses and other current assets cohtlist ollowing (in thousands):

Nor-trade receivable
Prepaid expenst
Derivative asset
Other current asse

Deferred revenues consist of the following (in thands):

Short-term:
Service
Product
License

Long-term:
Service
Product
License

Other accrued liabilities consist of the followifig thousands):

Accrued expense

Accrued c-op expense

Restructuring reserve

Warranty obligation:

Derivative liabilities

Employee stock purchase plan withholdil
Other accrued liabilitie

9. GUARANTEES

Warranty

March 31, December 31
2014 2013
9,24t $ 9,251
40,42: 31,16¢
5,44¢ 6,74¢
3,86 3,18¢
58,98: $ 50,35:
March 31, December 31
2014 2013
171,04: $ 170,70:
112 307
1,55( 1,40(
172,70. $ 172,40t
82,00 $ 83,09:
18 —
4,057 4,37¢
86,07¢ $ 87,46
March 31, December 31
2014 2013
20,65¢ $ 22,51t
4,15¢ 4,62¢
20,06( 11,23¢
10,00¢ 9,47¢
6,172 6,78(
4,132 10,88:
11,65/ 12,224
76,84. $ 77,744

Changes in the warranty obligation which is incltids a component of “Other accrued liabilities"the condensed consolidated bal:
sheets are as follows (in thousands):

Balance at beginning of peric

Accruals for warranties issued during the pe

Actual charges against warranty reserve duringpéred
Balance at end of peric

11

Three Months Ended

March 31, March 31,
2014 2013
$ 9,47¢ $ 10,47¢
4,165 3,61¢
(3,634) (4,379
$ 10,00¢ $ 9,71F




Deferred Services Revenue
Changes in the deferred services revenue arelas/ofin thousands):

Three Months Ended

March 31, March 31,
2014 2013
Balance at beginning of peric $ 253,79 $ 241,77:
Additions to deferred services rever 85,89¢ 87,75z
Amortization of deferred services rever (86,647) (83,506€)
Balance at end of peric $ 253,04¢  $ 246,01¢

Officer and Director | ndemnifications

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

Other | ndemnifications

As is customary in the Company’s industry, as pedifor in local law in the U.S. and other jurigitins, the Company’s standard
contracts provide remedies to its customers, saaetense, settlement, or payment of judgmentfetiectual property claims related to the
use of its products. From time to time, the Compiadgmnifies customers against combinations of, lespense, or liability arising from
various trigger events related to the sale andubeeof its products and services. In additiormftone to time the Company also provides
protection to customers against claims relatechttiacovered liabilities, additional product liabilior environmental obligations.

10. DEBT

On September 13, 2013, the Company entered inte@ditG\greement (the “Credit Agreement”) among @empany, certain of its
subsidiaries from time to time party thereto asrgntors, the lenders from time to time party theaid Morgan Stanley Senior Funding, In
s Administrative Agent and Collateral Agent. Thedit Agreement provides for a $250.0 million teoan (the “Term Loan”) maturing on
September 13, 2018 (the “Maturity Date”) and beatesrest at the Company’s option at either a baseplus a spread of 0.50% to 1.00%, or a
reserve adjusted LIBOR rate plus a spread of 1.60200% based on the Company’s consolidated lgeeratio for the preceding four fiscal
quarters.

The Company entered into the Credit Agreement mjustction with and for purposes of funding purctgaséthe Company’s common
stock pursuant to a $250.0 million modified “Dutghction” self-tender offer announced in Septemt@t® See Note 13 for further details.
Interest is due and payable in arrears quarterljoBms bearing i nterest at the base rate arftbagrid of an interest period (or at each three
month interval in the case of loans with interestiqds greater than three months) in the caseaoislbdearing interest at the reserve adjusted
LIBOR rate. The Term Loan is payable in quartenistéallments of principal equal to $1.6 million whibegan on December 31, 2013, with the
remaining outstanding principal amount of the Té&xman being due and payable on the Maturity Date Thmpany may prepay the Term
Loan, in whole or in part, at any time without piam or penalty. Amounts repaid or prepaid may r@tdborrowed. The Term Loan is seclt
by substantially all the assets of certain domesthisidiaries of the Company, subject to certageptions and limitations. The Company is
also obligated to pay other customary closing fagsngement fees, and administration fees foeditcfacility of this size and type. Total debt
issuance costs incurred on the Term Loan were appabely $2.7 million and were recorded in “Prepaighenses and other current assats’
“Other assets” on the condensed consolidated balsimeet and are being amortized over the life@®fTérm Loan.

The Credit Agreement contains customary affirmatimd negative covenants, including covenants iimét dr restrict the Company’s
and its subsidiaries’ ability to, among other thipgrant liens, make investments, incur indebtegjmmasrge or consolidate, dispose of assets,
make acquisitions, pay dividends or make distridngj repurchas e stock, enter into transactiorts affiliates and enter into restrictive
agreements, in each case subject to customary teefor a credit facility of this size and typgehe Company is also required to maintain
compliance with a consolidated fixed charge coveragio and a consolidated secured leverage fEt®. Company was in compliance with
these covenants as of March 31, 2014.
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The Credit Agreement includes customary eventetdudt that include, among other things, non-paytndefaults, covenant defaults,
inaccuracy of representations and warranties, aefsult to material indebtedness, bankruptcy asdlvency defaults, material judgment
defaults, ERISA defaults and a change of contrédwe The occurrence of an event of default abutsult in the acceleration of the obligati
under the Credit Agreement. Under certain circuntcsta, a default interest rate will apply on alligélions during the existence of an event of
default under the Credit Agreement at a per anratmequal to 2.00% above the applicable interéstfoa any overdue principal and 2.00%
above the rate applicable for base rate loansrfpiogher overdue amounts.

At March 31, 2014, the weighted average interdst@a the Term Loan was 1.97 %, the accrued irterethe Term Loan was $0.2
million, and the current and noncurrent portiortheff outstanding Term Loan was $6.3 million and $24%illion, respectively.

The following table sets forth total interest expemecognized on the Term Loan (in thousands):

Three Months Ended

March 31, March 31,
2014 2013
Contractual interest expen $ 1,22¢ % =
Amortization of debt issuance co 134 —
$ 1,362 % —

11. INVESTMENTS AND FAIR VALUE MEASUREMENTS

The Company had cash and cash equivalents of  8&0ion and $392.6 million at March 31, 2014 @bdcember 31, 2013,
respectively. Cash and cash equivalents consisasif in banks, as well as highly liquid investmémtsioney market funds, time deposits,
savings accounts, commercial paper, U.S. governarehtigency securities, municipal securities amgarate debt securities. At March 31,
2014, the Company'’s long-term investments had ectial maturities of one to two years.
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In addition, the Company has short-term and lommti@vestments in debt securities which are surmedras follows (in thousands):

Unrealized Unrealized
Cost Basis Gains Losses Fair Value
Balances at March 31, 2014:
Investments-Short-term:
U.S. government securitis $ 27,22. % 18 $ — 8 27,23¢
U.S. government agency securit 46,97 25 ©)] 46,99:
Non-U.S. government securitis 12,87¢ 10 — 12,88¢
Corporate debt securiti 62,74« 30 (5) 62,76¢
Total investment- shor-term $ 149,81 $ 83 $ 8 $ 149,89
Investments-Long-term:
U.S. government securitis $ 19,17 $ 8 $ 4 $ 19,17¢
U.S. government agency securit 26,53¢ 9 13 26,53¢
Corporate debt securitis 20,13: 7 (16) 20,12:
Total investment- long-term $ 65,84 $ 24 3 (33) $ 65,83
Balances at December 31, 2013:
Investments-Short-term:
U.S. government securitit $ 19,79: $ 9 % — 8 19,80:
U.S. government agency securit 38,38¢ 16 ©)] 38,40
Non-U.S. government securitis 13,73¢ 10 — 13,74
Corporate debt securitis 62,72( 22 (4 62,73¢
Total investment- shor-term $ 134,63: $ 57 $ 7 $ 134,68:
Investments-Long-term:
U.S. government securitit $ 12,25 $ 8 $ — 8 12,26(
U.S. government agency securit 30,62: 12 ©)] 30,63¢
Non-U.S. government securitis 2,30¢ 4 — 2,30¢
Corporate debt securiti 11,15: 15 — 11,167
Total investment- long-term $ 56,33t $ 39 $ B $ 56,37

As of March 31, 2014, the Company'’s total cash @ash equivalents and investments held in the UiSitates totaled $212.5 million
with the remaining $383.4 million held by variousdign subsidiaries outside of the United States.

Unrealized Losses

The following table summarizes the fair value anasg unrealized losses of the Company’s investmamtsiding those that are
categorized as cash equivalents, with unrealizeselw aggregated by type of investment instrumehteargth of time that individual securities
have been in a continuous unrealized loss positsoof March 31, 2014 and December 31, 2013 (inddiods):

Less than 12 Months 12 Months or Greater Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
March 31, 2014:
U.S. government securitit $ 9,067 $ 4 $ —  $ — $ 9,067 $ 4)
U.S. government agency securit 20,11« (16) — — 20,11« (16)
Corporate debt securiti 25,167 (21) — — 25,167 (21)
Total investment $ 54,34¢ $ (41) $ — $ — $ 54,34¢ $ (41)
December 31, 2013:
U.S. government agency securit $ 553 $ 6) $ —  $ — $ 553 % (6)
Corporate debt securitis 9,837 (3) 1,504 (2) 11,341 (4)
Total investment $ 1537C $ 9 $ 1504 $ (1) $ 16,87/ $ (20)
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The Company reviews the individual securities $npiortfolio to determine whether a decline in ausiég's fair value below the
amortized cost basis is other-than-temporary.dfdacline in fair value is considered to be oth@nttemporary, the cost basis of the individua
security is written down to its fair value as a nemst basis and th e amount of the write-down é®acted for as a realized loss and included i
earnings. During the three months ended March @14 2nd 2013, the Company determined that there m@investments in its portfolio that
were other-than temporarily impaired.

Private Company | nvestments

The Company has made various strategic investneptivate companies. The private company investmare carried at cost and
written down to their estimated net realizable galthen indications exist that these investmentg lheen impaired. The Company did not
record such impairment charges during the threetinseended March 31, 2014 and 2013. The cost oétimyestments at both March 31, 2014
and December 31, 2013 was $2.0 million, and has beEsorded in “Other assets” in the Company’s casdd consolidated balance sheets.

Fair Value Measurements

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 assdiability. As the basis for considering such asgtions, a three-tier value hie rarchy
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 marteat are observable either directly or indingcdihd (Level 3) unobservable inputs in which
there is little or no market data, which require @ompany to develop its own assumptions. Thisahélly requires the Company to use
observable market data, when available, and tomi@ei the use of unobservable inputs when determifsim value. On a recurring basis, the
Company measures certain financial assets anditiebat fair value, including its marketable sgtes and foreign currency contracts.

The Company’s cash and investment instrumentslassified within Level 1 or Level 2 of the fair val hierarchy because they are
valued using inputs such as quoted market pricge&eb or dealer quotations, or alternative prickogirces with reasonable levels of price
transparency. The types of instr uments valueddasajuoted market prices for identical assetsfiva markets include money market funds
and are generally classified within Level 1 of thi value hierarchy.

The types of instruments valued based on othemadiske inputs include U.S. Treasury securities @ifer government agencies,
corporate bonds and commercial paper. Such instiigrage generally classified within Level 2 of fa& value hierarchy. Level 2 instruments
are priced using quoted market prices for simitatriuments or nonbinding market prices that areoborated by observable market data.
There have been no transfers between Level 1 anel Peduring the three months ended March 31, 20142013. The Company does not
hold any investments classified as Level 3 as ofdd&1, 2014 and December 31, 2013.

As of March 31, 2014, the Company'’s fixed incomaikable-for-sale securities include U.S. Treasurlygations and other government
agency instruments (52 %), corporate bonds (24&thneercial paper (17%), non-U.S. Government seesr{%), and money market funds
(1%). Included in available-for-sale securitiesyproximately $18.2 million of cash equivalentsjahhconsist of investments with original
maturities of three months or less and include manarket funds.

The principal market where the Company executd®sliesgn currency contracts is the retail markedrnover-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 @ms$ valuation inputs are based on quoted pricégjaoted pricing intervals from public
data sources such as spot rates, interest rageatiffals and credit defaul t rates, which do nebive management judgment. These contracts
are typically classified within Level 2 of the faialue hierarchy.

The Company’s Term Loan under its Credit Agreenientassified within Level 2 instruments as therbwiings are not actively traded
and have a variable interest rate structure baged market rates currently available to the Comgangebt with similar terms and maturities.
See Note 10. The Company has elected not to réisoférm Loan at fair value, but has measur etlifiiavalue for the disclosure purpose. At
March 31, 2014, the carrying amount of the TermrLapproximated its estimated fair value based aeable market inputs.
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The fair value of the Company’s marketable se@sitind foreign currency contracts was determinex tke following inputs (in
thousands):

Fair Value Measurements at
March 31, 2014 Using
Quoted Prices in

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

Assets:

Fixed income availab-for-sale securities (¢ =~ $ 233,91¢ $ 3,507 $ 230,40¢

Foreign currency forward contracts | $ 544¢ $ — 8 5,44¢
Liabilities:

Foreign currency forward contracts $ 6,172 $ — 3 6,172

Fair Value Measurements at
December 31, 2013 Using
Quoted Prices in
Active
Markets for Significant Other
Description Total Identical Assets Observable Inputs
(Level 1) (Level 2)

Assets:

Fixed income availab-for-sale securities (¢ =~ $ 211,151 $ 17,59¢ $ 193,55¢

Foreign currency forward contracts | $ 6,74 $ — 3 6,74¢
Liabilities:

Foreign currency forward contracts $ 6,78C $ — 8 6,78C

(&) Included in cash and cash equivalents, and ahd long-term investments on the Company’s coseé consolidated balance
sheets

(b) Included in short-term derivative assets &ppid expenses and other current assets on thedbgiagondensed consolidated
balance sheet

(c) Included in sho-term derivative liabilities as other accrued lidkab on the Compar's condensed consolidated balance sh

The Company’s current accounting policy and praciicnot to offset derivative assets and liabdifie its condensed consolidated
balance sheets. See Note 12.

12. FOREIGN CURRENCY DERIVATIVES

The Company maintains a foreign currency risk managnt program that is designed to reduce the \igjaif the Companys economi
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 primarily resulting froordéign currency denominated
revenues and expenses with foreign exchange forearttacts to reduce the risk that the Company’siegs and cash flows will be adversely
affected by changes in foreign currency e xchaatgsr These derivative instruments are carriedimvélue with changes in the fair value
recorded as interest and other income (expense)Tinese derivative instruments do not subjecGbmpany to material balance sheet risk
to exchange rate movements because gains and tossiesse derivatives are intended to offset reareasent gains and losses on the hedgec
assets and liabilities. The Company executes nsigdated foreign exchange forward contracts pripndenominated in Euros, British
Pounds, Israeli Shekels, Brazilian Reals, Chinasany Japanese Yen and Mexican Pesos.
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The following table summarizes the Compangbtional position by currency, and approximat8.dollar equivalent, at March 31, 2C
of the outstanding non-designated hedges (in thulsa

Original Maturities Original Maturities
of 360 Days or Less of Greater than 360 Days
Foreign usbD Foreign usD
Currency Equivalent Positions Currency Equivalent Positions
Brazilian Rea 520C $ 2,29¢ Buy — 3 — —
Brazilian Rea 9,37¢ % 4,03: Sell — — —
Chinese Yual 46,37¢ $ 7,581 Buy — 3 — —
Chinese Yual 39,267 $ 6,38( Sell — 3 — —
Euro 26,44 $ 36,44+ Buy 12,30¢ $ 16,037 Buy
Euro 52,90¢ $ 72,95¢ Sell 23,60C $ 30,84: Sell
British Pounc 13,45¢ $ 22,48 Buy 8,36¢ $ 12,69: Buy
British Pounc 7,712 $ 12,85] Sell 17,03: % 26,03 Sell
Israeli Sheke 22,54 $ 6,46: Buy 43,54¢ $ 11,75: Buy
Israeli Sheke 57,23t $ 16,39¢ Sell — $ — —
Japanese Ye 440,57* $ 4,26¢ Buy — 3 — —
Japanese Ye 851,22. $ 8,29( Sell — % — —
Mexican Pest 12,35¢ $ 94¢ Buy — 3 — —
Mexican Pest 24,96. $ 1,89¢ Sell — 8 — —

The following table shows the effect of the Compampon-designated hedges in the condensed contadidtatements of operations (in
thousands):

Derivatives Not Designated as Location of Gain or (Loss) Amount of Gain or (Loss)
Hedging Instruments Recognized in Income on Derivative Recognized in Income on Derivative
Three Months Ended
March 31, March 31,
2014 2013
Foreign exchange contrac Interest and other income (expense), $ 334 % 2,33:

Cash Flow Hedges

The Company’s foreign exchange risk managementrpno@bjective is to reduce volatility in the Comgareconomic value from
unanticipated foreign currency fluctuations. Ther(any designates forward contracts as cash flowdsedf foreign currency revenues and
expenses, primarily the Chinese Yuan, Euros, Briisunds and Israeli Shekels. All foreign exchaswdracts are carried at fair value on the
condensed consolidated balance sheets and the mmaxiluration of foreign exchange forward contractssdnot exceed thirteen months.
Speculation is prohibited by policy.

To receive hedge accounting treatment under ASCBé#vatives and Hedgingall cash flow hedging relationships are formally
designated at hedge inception, and tested botlp@ctgely and retrospectively to ensure the forwamtracts are highly effective in offsetting
changes to future cash flows on the hedged transacfThe Company records effective spot to spahghs in these cash flow hedges in
cumulative other comprehensive income until theyraclassified to revenue, cost of revenue or tipgraxpenses together with the hedged
transaction. The time value on forward contracexisuded from effectiveness testing and recordedterest and other income (expense), nel
over the life of the contract together with anyfiaetive portion of the hedge.

The following table summarizes the Compangbtional position by currency, and approximat8.dollar equivalent, at March 31, 2C
of th e outstanding cash flow hedges (in thousands)

Original Maturities Original Maturities
of 360 Days or Les: of Greater than 360 Days
Foreign uUsD Foreign usD
Currency Equivalent Positions Currency Equivalent Positions
Chinese Yual 101,32: $ 16,367 Buy — 3 — —
Euro 8,80 $ 12,127 Buy 15,39: $  20,52¢ Buy
Euro 29,20C $ 40,24( Sell 31,50C $ 42,20( Sell
British Pounc 950 $ 15,79: Buy 12,63 $ 19,86¢ Buy
British Pounc 14,100 $ 23,43¢ Sell 8,06¢ $ 12,88 Sell
Israeli Sheke 19,10C $ 5,46¢ Buy 56,95. $ 15,87¢ Buy

17




The following tables show the effect of the Comparerivative instruments designated as cash fledgles in the condensed
consolidated statements of operations for the thheeths ended March 31, 2014 and 2013 (in thougands

Gain or (Loss)

Location of Gain or (Loss) Location of Recognized-
Gain Gain or (Loss) Reclassified Gain or (Loss) Ineffective Portion
or (Loss) Reclassified from OCI into Recognized- and Amount
Recognized in from OCI into Income- Ineffective Portion Excluded from
Three Months Ended OCI-Effective Income-Effective Effective and Amount Excluded from Effectiveness
March 31, 2014: Portion Portion Portion Effectiveness Testing Testing (a)
Interest and other income
Foreign exchange contrac $ (421) Product revenue $ (2,865) (expense), ne $ 75
Cost of revenue 532
Sales and marketir 1,08C
Research and
developmen 415
General and
administrative 172
Total $ (421) $ 666) $ 75

Three Months Ended
March 31, 2013:

Interest and other income

Foreign exchange contrau $ 2,957 Product revenue $ 627 (expense), ne $ =
Cost of revenue —
Sales and marketir 178
Research and
developmen (103)
General and
administrative 12

Total $ 2,957 $ 714 $ —

(@) For both the three months ended March 31, 2042013, there were no gains or losses recogmzedome due to ineffectiveness.

As of March 31, 2014, the Company estimated tHatadlies reported in accumulated other compreheriesome (loss) will be
reclassified to income within the next twelve manth

In the event the underlying forecasted transadimes not occur, or it becomes probable that itmatl occur, the related hedge gains an
losses on the cash flow hedge would be immediatsliassified to interest and other income (expems)on the consolidated statements of
operations. For the three months ended March 314 26d 2013, there were no such gains or losses.

The estimates of fair value are based on applicatdecommonly quoted prices and prevailing finanuiarket information as of
March 31, 2014 and December 31, 2013. See Noterlddflitional information on the fair value measuoeats for all financial assets and
liabilities, including derivative assets and detfiva liabilities that are measured at fair valugtia condensed consolidated financial statement
on a recurring basis.
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The following table shows the Company’s derivaiivetruments measured at gross fair value as reflaotthe condensed consolidated
balance sheets as of the period s presented (isdhds):

Fair Value of Fair Value of Derivatives
Derivatives Designated Not Designated as Hedge
as Hedge Instruments Instruments
March 31, December 31, March 31, December 31,
2014 2013 2014 2013
Derivative assets (a
Foreign exchange contrac $ 2,30 % 4,457 $ 3,14t $ 2,291
Derivative liabilities (b):
Foreign exchange contrac $ 1854 $ 423t $ 4,31€ $ 2,54k

(@) All derivative assets are recorded as prepaid #mer @urrent assets in the condensed consolidatedde sheet
(b) All derivative liabilities are recorded as othecaged liabilities in the condensed consolidatedihead sheet:

Offsetting Derivative Assets and Liabilities

The Company has entered into master netting arraeges with each of its derivative counterpartidsede arrangements afford the right
to net derivative assets against liabilities with same counterparty. Under certain default prongsithe Company has the right to setoff any
other amounts payable to the payee whether orrisd@ under this agreement. As a result of théimgprovisions, the Company’s maximum
amount of loss under derivative transacti ons duzedit risk is limited to the net amounts duerfrthe counterparties under the derivative
contracts. Although netting is permitted, it isreuntly the Company’s policy and practice to recaltdlerivative assets and liabilities on a gros:
basis in the condensed consolidated balance sheets.

The following table sets forth the offsetting ofidative assets (in thousands):

Gross Amounts Net Amounts Of Gross Amounts Not Offset in the
Gross Offset in the Assets Presented | Condensed Consolidated Balance Sheets
Amounts of Condensed the Condensed Cash
Recognized Consolidated Consolidated Financial Collateral Net
Assets Balance Sheets Balance Sheets Instruments Pledged Amount
As of March 31, 2014
Foreign exchange contrac $ 5,44¢ $ — % 544¢ $ (4,493 $ — 8 955
As of December 31, 201
Foreign exchange contrac $ 6,748 $ — 3 6,74¢ $ (5,643 $ — 3 1,10&

The following table sets forth the offsetting ofigiative liabilities (in thousands):

Net Amounts Of Gross Amounts Not Offset in the

Gross Amounts Liabilities Condensed Consolidated Balance Shet
Gross Offset in the Presented In the
Amounts of Condensed Condensed Cash
Recognized Consolidated Consolidated Financial Collateral Net
Liabilities Balance Sheet: Balance Sheet: Instruments Pledged Amount
As of March 31, 2014
Foreign exchange contrac $ 6,172 $ — $ 6,172 $ (4,497 $ — 8 1,67¢
As of December 31, 201
Foreign exchange contrac $ 6,78C $ — % 6,78C $ (5,647 $ — 3 1,137
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13. STOCKHOLDERS' EQUITY
Share Repurchase Program

From time to time, the Company’s Board of Directioas approved plans under which the Company migy discretion purchase shares
of its common stock in the open market or via pelsanegotiated transactions. During the three impenhded March 31, 2013, the Company
purchased approximately 3.4 million shares of comstock in the open market for $34.2 million. Then@pany did not purchase any share
common stock in the open market during the threeth®ended March 31, 2014. The purchase pricénéoshares of the Company’s stock
repurchased is recorded as a reduction to stoc&rsldquity. The excess of the cost of treasurgkstbat is retired over the fair value based or
the calculated average price in equity is recoated charge to retained earnings.

In September 2013, the Company announced thab#sdBof Directors had authorized the repurchas60.0 million, or
approximately 20 percent, of the Company’s outstapdommon stock (“Return of Capital Program”),aigh a $250.0 million modified
“Dutch Auction” self-tender offer (the “Tender Off and subsequent open market purchases or pljvadgotiated transactions. The
Company funded the program with $150.0 million @slec and its $250.0 million Term Loan (see Note 10).

Modified “Dutch Auction” Self-Tender Offer

The Tender Offer expired on October 30, 2013. Tam@any accepted for payment an aggregate of 27liémshares of its common
stock at a purchase price of $10.40 per shargrf@ggregate cost of approximately $285.4 millexcluding fees and expenses relating to the
Tender Offer. The excess of the purchase price theefai r value on the date the shares were teddeas not material and no charge was
recorded in the Company’s consolidated statemdripearations. The costs associated with the Te@dier were accounted for as an
adjustment to the stockholders’ equity.

Accelerated Share Repurchase Agreements

On December 4, 2013, the Company entered into apaccelerated share repurchase (“ASR”) agreemattitswo financial
institutions to repurchase an aggregate of $114ll®mof common stock as part of the last phaséhefCompany’s $400.0 million Return of
Capital Program. Under the terms of the ASR agreésnéhe Company paid an aggregate $114.6 millfarash and received an initial deliv:
of approximately 8.0 million shares on Decembe2(®,3 that were valued at approximately $86.7 mmillisased on the closing price of the
Company’s stock on the date of delivery. Thosaailyt repurchased shares were retired and accodotexs a reduction to stockholders’
equity. The final number of shares to be repurathagl be based on the Company’s volume-weightegtage stock price (“VWAP”) less an
agreed upon discount during the term of the traiwa The purchase price for the shares to bkedgitirsuant to the holdback provision of
ASR agreements was approximately $27.9 millionedam the closing price of the Company’s stock eednber 5, 2013, and was accounte
for as a forward contract indexed to the Companya common stock, which was classified as an edagiyument and was recorded as a
decrease in additional paid-in capital. The coss®eiated with the ASR transactions were recordeghadjustment to the stockholderguity.
Additionally, the Company accounted for the ASRhs@ctions as repurchases of common stock for tipope of calculating its earnings per
share. The transactions are expected to be cordgigtdune 30, 2014 or earlier at the option ofcikenterparties, or later under certain
circumstances. The terms of the ASR agreementsulsject to changes if the Company were to enteranannounce certain types of
transactions. If the Company is obligated to makadjustment payment to the counterparties updleseint, based on the VWAP, the
Company may elect to satisfy such obligation irhaasin shares of Polycom’s common stock.
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Accumulated Other Comprehensive |ncome

The following table summarizes the changes in acdat®ed other comprehensive income, net of tax,dmponent for the three months
ended March 31, 2014 (in thousands). The tax eff@etre not shown separately, as the impacts wenaaierial.

Unrealized
Gains and Unrealized Gains
Losses on and Losses on
Cash Flow Available-for- Foreign Currency
Three Months Ended March 31, 2014 Hedges Sale Securities Translation Total
Balance as of December 31, 2( $ 80 $ 73 $ 421¢ $ 4,372
Other comprehensive income (loss) before reclassifins (421) () (1,209) (1,637)
Amounts reclassified from accumulated
other comprehensive income 666 (2) — 665
Net currer-period other comprehensive income (Ic 245 (8) (1,209) (966)
Balance as of March 31, 20 $ 325 $ 65 $ 3,01€ $ 3,40€

(&) See Note 12 of Notes to Condensed Consolidédtemhcial Statements for details of gains anddssaet of taxes, reclassified out of
accumulated other comprehensive income into nenirecrelated to cash flow hedges and each line afemet income affected by the
reclassification. Gains and losses related to abkatfor-sale securities were reclassified intoH&tincome (expense)” in the condensed
consolidated statement of operations for the threeths ended March 31, 2014, net of ta;

14. STOCK-BASED COMPENSATION

The following table summarizes stobksed compensation expense recorded for the trorthsended March 31, 2014 and 2013 an
allocation within the condensed consolidated statémof operations (in thousands):

Three Months Ended

March 31, March 31,
2014 2013

Cost of sale- product $ 640 $ 861

Cost of sale- service 961 1,47¢

Stoclk-based compensation expense included in cost of 1,601 2,331

Sales and marketir 391 6,63¢€

Research and developmt 1,04z 4,721

General and administrati 2,615 4,077
Stock-based compensation expense included in apgrat

expense 4,04€ 15,434
Stock-based compensation expense related to engploye

equity awards and employee stock purch 5,647 17,771

Tax benefit 985 3,89¢
Stock-based compensation expense related to engploye

equity awards and employee stock purchasésf nax $ 466z $ 13,87¢

Stock-based compensation expense is not allocatseliments because it is centrally managed avtipemte level.

Stock Options
There were no stock options granted in the threethsoended March 31, 2014 and 2013.

Performance Shares and Restricted Stock Units

During the three months ended March 31, 2014 a8, 2Be Company granted 450,580 and 1,217,185¢césply, of performance
shares to certain employees a nd executives, atghted average fair value of $13.87 and $8.7&hare, respectively. The 2014 and 2013
grants are generally divided evenly over three ahparformance periods commencing with calendar 644 and 2013, respectively.
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During the three months ended March 31, 2014 aid8,20e Company granted 2,582,618 and 2,299,73gectively, of restricted stock
units at a weighted average fair value of $12.9¥ 38 per share, respectively.

During the three months ended March 31, 2014 a8 2Bere were no restricted stock units grantetbteemployee directors.

Employee Stock Purchase Plan

During the three months ended March 31, 2014 ai®,2D,696,177 and 1,634,299 shares were purchaska ESPP, respectively. As
of March 31, 2014, there were 3,562,959 sharedablaito be issued under the Company’s employeak gtorchase plan (“ESPP”).

Valuation Assumptions

For purchase rights granted pursuant to the ESRRegtimated fair value per share of employee gtackhase rights for the two-year
offering period commencing on February 3, 2014 eahijom $2.82 to $4.48, compared to the estima&d/alue per share from $2.93 to
$4.57 for the two-year offering period commencimgrebruary 1, 2013.

The fair value of each employee stock purchase ggint is estimated on the date of grant usinddlaek-Scholes option valuation
model and is recognized as expense using the gradtichg method using the following assumptions:

Three Months Ended

March 31, March 31,
2014 2013
Expected volatility 32.3(-42.11% 44.7¢50.55%
Risk-free interest rat 0.07-0.30% 0.11-0.27%
Expected dividend 0.0% 0.0%
Expected life (yrs 0.5-2.0 0.5-2.0

The Company computed its expected volatility asgionghased on blended volatility (50% historicalatdity and 50% implied
volatility). The selection of the blended volagiliissumption was based upon the Company’s assesrathlended volatility is more
representative of the Company’s future stock pirierds as it weighs in the longer term historiaahtility with the near term future implied
volatility.

The risk-free interest rate assumption is based whserved interest rates appropriate for the @ggddife of the Company’s employee
stock purchases.

The dividend yield assumption is based on the Catyipdhistory of not paying dividends and future egfation of dividend payouts.

The expected life of employee stock purchase riggpgesents the contractual terms of the underlgingram.

During the three months ended March 31, 2014, tragany performed its annual review of assumptiohglvresulted in an increase
the forfeiture rate. The effect of the change mfitrfeiture rate decreased stock-based compensatigense by approximately $1.8 million
which decreased net loss by approximately $1.4amilbr $0.01 per share in the three months endediMzil, 2014. The Company does not

expect a material impact from the change in thiefiure rate during the remainder of 2014. Addisityy during the three months ended Marct
31, 2014, the Company recorded a benefit of $2lllomirelated to actual forfeitures of awards gethto former officers.
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15. NET INCOME (LOSS) PER SHARE

The following table sets forth the computation asiz and diluted net income (loss) per share ®ptriods presented (in thousands,
except for per-share amounts):

Three Months Ended

March 31, March 31,
2014 2013
Numerator
Net income (loss) from continuing operatic $ (3,99) $ 2,117
Gain from sale of discontinued operations, nebwés — 45¢
Net income (loss $ (3,99)) $ 2,57¢
Denominatol
Weighted average shares outstanding, t 136,79! 176,07¢
Effect of dilutive potential common shar — 3,061
Weighted average shares outstanding, dil 136,79! 179,14(

Basic net income (loss) per shi
Net income (loss) per share from continuing opers $ 0.0 $ 0.01
Gain per share from sale of discontinued operatinesof taxe: — —
$ 0.0y $ 0.01

Diluted net income (loss) per sh:
Net income (loss) per share from continuing opers $ 0.0 $ 0.01
Gain per share from sale of discontinued operatinesof taxe: — —
$ 0.0 $ 0.01

Antidilutive employee stoc-based awards, exclud 5,85¢ 1,715

Diluted shares outstanding include the dilutiveeeffiof in-the-money employee equity share optionsgsted performance shares,
restricted stock units, and stock purchase righteet ESPP. The dilutive effect of such equity awasdcalculated based on the average share
price for each fiscal period using the treasurglstmethod. Potentially dilutive shares are excluiledch the computation of diluted net income
(loss) per share when their effect is antidilutive.

16. BUSINESS SEGMENT INFORMATION

The Company conducts its business globally andaisaged geographically in three segments: (1) Aragriwhich consist of North
America and Caribbean and Latin America (“CALA"prating units, (2) Europe, Middle East and AfricBNMEA") and (3) Asia Pacific
(“APAC”). The segments are determined in accordawitie how management views and evaluates the Coygphansiness and allocates its
resources, and based on the criteria as outlingteiauthoritative guidance.

Segment Revenue and Profit

Segment revenues are attributed to a theater lmastiek ordering location of the customer. A sigfit portion of each segment’s
expenses arise from shared services and infragteutttat Polycom has historically allocated togshgments in order to realize ec onomies of
scale and to use resources efficiently.

Segment contribution margin includes all geograghkigment revenues less the related cost of sadediatt sales and marketing
expenses. Management allocates some infrastrumbste, such as facilities and IT costs, in deteimgisegment contribution margins.
Contribution margin is used, in part, to evaluéie performance of, and allocate resources to, efitte segments. Certain operating expense
are not allocated to segments because they areagelpananaged at the corporate level. These wwtd costs include corporate
manufacturing costs, sales and marketing costs tiha direct sales and marketing expenses, rdsaactdevelopment expenses, general ani
administrative costs, such as legal and accoungiogk-based compensation costs, transaction-detaigts, amortization of purchased
intangibles, restructuring costs and interest ahdrancome (expense), net.
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Segment Data

The results of the reportable segments are dediredtly from Polycom’s management reporting systéhe results are based on
Polycom’s method of internal reporting and arenegiorted in conformity with accounting principlesngrally accepted in the United States.
Management measures the performance of each sebasad on several metrics, including contributiargin as defined above. For internal
reporting purposes and determination of segmerttiboition margins, geographic segment revenuesdiféar slightly from actual geographic
revenues due to internal revenue allocations betwez= Company’s segments. Asset data, with thepgxeeof gross accounts receivable, is
not reviewed by management at the segment level.

Financial information for each reportable geographsegment as of March 31, 2014 and December@3 and for the three months

ended March 31, 2014 and 2013, based on the Corigoatgrnal management reporting system and aigedilby the Company’s Chief
Executive Officer who is its Chief Operating DeoisiMaker (“CODM?"), is as follows (in thousands):

Americas EMEA APAC Total

For the three months ended March 31, 2(

Revenue $ 163,07C % 89,03t $ 76,41¢ $ 328,52:
% of total revenu 50% 27% 23% 100%
Contribution margir 69,97 37,66¢ 31,65¢ 139,29«
% of segment reveni 43% 42% 41% 42%
For the three months ended March 31, 2(

Revenue $ 170,98: $ 89,09 $ 78,67¢ $ 338,75:
% of total revenu 51% 26% 23% 100%
Contribution margir 69,22¢ 37,56( 30,84 137,63«
% of segment reveni 40% 42% 39% 41%
As of March 31, 2014: Gross accounts receiv: $ 91,39¢ $ 71,73 $ 60917 $ 224,05(
% of total gross accounts receival 41% 32% 27% 100%
As of December 31, 2013: Gross accounts recei\ 86,24 71,97( 66,92 225,13:
% of total gross accounts receival 38% 32% 30% 100%

During the three months ended March 31, 2014 ai@,26ne customer from the Americas segment, Scan&@&@ommunications

(“ScanSource”), accounted for 18% and 17%, respalgti of the Company’s revenues. At March 31, 28fid December 31, 201S8¢canSourc
accounted for 15% and 11%, respectively, of totabg accounts receivable.

The reconciliation of segment information to Polycoonsolidated totals is as follows (in thousands):

Three Months Ended

March 31, March 31,
2014 2013
Segment contribution marg $ 139,29  $ 137,63¢
Corporate and unallocated co (106,60() (107,705
Stoclk-based compensatic (5,647) 7,777
Effect of stocl-based compensation cost on warranty exp (129) (157)
Transactio-related cost (156) (3,329
Amortization of purchased intangibl (3,339 (3,750
Restructuring cosl (30,349 (5,423)
Interest and other income (expense), (695) (759)
Loss from continuing operations before benefit fimeome taxe: (7,609 (1,259
March 31, December 31,
2014 2013
Gross accounts receivab 224,05( 225,13
Returns and related resen (37,000 (38,93¢)
Allowance for doubtful accoun (2,805) (2,8279)
Total trade receivables, r 184,23¢ 183,36¢
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The following table summarizes the Company’s reesray groups of similar products and services bewe (in thousands):

Three Months Ended

March 31, March 31,
2014 2013
Revenues
UC group system $ 21337 $ 232,42¢
UC personal device 56,474 49,24¢
UC platform 58,67¢ 57,08(
Total $ 328,52¢ $ 338,75:

17. INCOME TAXES

The following table presents the income tax beradih continuing operations and the effective tates (in thousands):

Three Months Ended
March 31, March 31,
2014 2013
Income tax benefit from continuing operatic $ (3,618 $ (3,37))
Effective tax rate 47.5% 268.£%

For the three months ended March 31, 2014 and 26&3;ompany recorded income tax benefits of $3lomand $3.4 million,
respectively. The effective tax rates for the thremnths ended March 31, 2014 and 2013 were 47.%0268.8%, respectively, and differ from
the U.S. federal statutory rate of 35% primarilyeda impacts associated with proportional earnfngs the Companyg operations in lower t;
jurisdictions, recurring permanent adjustments, disdrete benefits recorded during the quartersiffothree months ended March 31, 201
discrete benefit of $1.3 million was recorded fx benefits realized on disqualifying dispositiafistock from the Company’s employee stock
purchase plan, and a discrete tax benefit of $0llBbmwas recorded as a result of stock-based @mgtion expense adjustments related to
certain terminated employees. For the three maded March 31, 2013, a discrete benefit of $2|Ramiwas recorded related to the
reinstatement of the federal research and developtae credit signed into law on January 2, 2018 rbtroactive to 2012, and a discrete
benefit of $0.8 million was recorded for tax betefealized on disqualifying dispositions of stdckm the Company’s employee stock
purchase plan.

As of March 31, 2014, the amount of gross unretzaghtax benefits was $22.1 million, all of whiclowd affect the Company’s
effective tax rate if realized. The Company recagsiinterest income and interest expense and [B=nait tax overpayments and
underpayments within income tax expense. As of Ma&t, 2014 and December 31, 2013, the Company paamately $1.5 million of
accrued interest and penalties related to uncedaipositions. The Company anticipates that, exi@E50.9 million in uncertain tax positions
that may be reduced related to the lapse of vastatstes of limitation, there will be no mateghanges in uncertain tax positions in the next
12 months.

18. CONTINGENCIES

From time to time, the Company is involved in claiend legal proceedings that arise in the ordinawyse of business. The Company
expects that the number and significance of thesttens will increase as business expands. In pdatithe Company expects to face an
increasing number of patent and other intelleghwaperty claims as the number of products and ctitopgin Polycom’s industry grows and
the functionality of video, voice, data and webfepencing products overlap. Any claims or procengdiagainst the Company, whether
meritorious or not, could be time consuming, resuttostly litigation, require significant amour@temanagement 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 fthese matters is probable and can be
reasonably estimated, the Company will record aruesfor the loss. As additional information becsmgailable, any potential liability related
to these matters is assessed and the estimatesdeBiased on currently available information, ngangent does not believe that the ultimate
outcomes of these unresolved matters, individually in the aggregate, are likely to have a matadaérse effect on the Company’s financial
position, liquidity or results of operations. Hovegylitigation is subject to inherent uncertaintiasd the Company’s view of these matters ma
change in the future. Were an unfavorable outcanoztur, there exists the possibility of a matesidlerse impact on the Company’s financia
position and results of operations or liquidity foe period in which the unfavorable outcome occurisecomes probable, and potentially in
future periods.
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Litigation and SEC I nvestigation

Following the July 23, 2013 announcement regarthiegdeparture of the Company’s former CEO, the 8ft@ted an investigation, a
class action lawsuit was filed, and derivative laitsswere filed, all as described below.

SEC InvestigationIn July 2013, the Company was informed that tB€ Svas investigating the Audit Committee’s reviefw o
Mr. Miller's expenses and his resignation. The stigation is ongoing, and the SEC has requestednirgtion from the Company. The
Company is cooperating with the investigation.

Class Action LawsuitOn July 26, 2013, a purported sharehol der @asien, captionedNeal v. Polycom Inc., et glCase No0.3:13-cv-
03476-SC, was filed in the United States Distriot@ for the Northern District of California agaitke Company and certain of its current anc
former officers and directors. On December 13, 2@18 Court appointed a lead plaintiff and approlesd and liaison counsel. On February
24, 2014,the lead plaintiff filed a first amendexnplaint. The amended complaint alleges that, batwianuary 20, 2011 and July 23, 2013
Company issued materially false and misleadingestants or failed to disclose information regardimg Company’s business, operational anc
compliance policies, including with respect tofasmer Chief Executive Officer's expense submissiand the Company’s internal controls.
The lawsuit further alleges that the Company’sritial statements were materially false and mislegdrhe amended complaint alleges
violations of the federal securities laws and segispecified compensatory damages and other rélef defendants filed motions to dismiss
the amended complaint. At this time we are un&blestimate any range of reasonably possible klasimg to the securities class action.

Derivative Lawsuits On August 21, 2013 and October 16, 2013, two quiieal shareholder derivative suits, captioBadaceni v. Miller
et al., Case No. 5:13-cv-03880, abannelly v. Miller, et al, Case No. 5:13-cv-04810, respectively, were fitethe United States District
Court for the Northern District of California agatrcertain of the Company’s current and formerceifs and directors. On October 31, 2013,
these two federal derivative actions were const#iatoln re Polycom, Inc. Derivative LitigationLead Case No. 3:13-cv-03880. Plaintiffs
filed an amended complaint on April 4, 2014.

On November 22, 2013 and December 13, 2013, twoopted shareholder derivative suits, captiowéate v. Miller, et al, Case No. 1-
13-cv-256608, an@lem v. Miller, et al, Case No. 1-13-cv-257664, respectively, werelfitethe Superior Court of California, County of
Santa Clara, against certain of the Company’s ntaed former officers and directors. On January2814, these two California state
derivative actions were consolidated iiiae Polycom, Inc. Derivative Shareholder Litigati, Lead Case No. 1-13-cv-256608. The Compan
has filed a motion to stay the California stateadgive litigation pending resolution of both thederal derivative lawsuit and the federal
securities class action.

The Federal and California state consolidated dévig lawsuits purport to assert claims on behathe Company, which is named as a
nominal defendant in the actions. The complairiegal claims for breach of fiduciary duty, unjustienment, and corporate waste, and allege
certain defendants failed to maintain adequaternmal controls and issued, or authorized the igsiaf materially false and misleading
statements, including with respect to the Compaforisier Chief Executive Officer’'s expense submissiand the Comparginternal control.
The complaints further allege that certain defetslapproved an unjustified separation agreementansed the Company to repurchase its
own stock at artificially inflated prices. The colaipts seek unspecified compensatory damages, i@ggovernance reforms, and other re
At this time we are unable to estimate any rangea$onably possible loss relating to the derigadiotions.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

YOU SHOULD READ THE FOLLOWING DISCUSSION AND ANAEYIS CONJUNCTION WITH OUR CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS AND RELATED NOBX®EPT FOR HISTORICAL INFORMATION, THE FOLLOWING
DISCUSSION CONTAINS FORWARD LOOKING STATEMENTS WINITHE MEANING OF SECTION 27A OF THE SECURITIES A1
1933 AND SECTION 21E OF THE SECURITIES EXCHANGE @ET934. WHEN USED IN THIS REPORT, THE WORDS “MAY,
“BELIEVE,” “COULD,” “ANTICIPATE,” “WOULD,” “MIGHT,”  “PLAN,” “EXPECT,” “WILL,” “INTEND,” “POTENTIAL,”

“OBJECTIVE, ” “STRATEGY,” “SHOULD,” “DESIGNED,” AND SIMILAR EXPRESSIONS OR THE NEGATIVE OF THESE TERRES
INTENDED TO IDENTIFY FORWARD LOOKING STATEMENTSE$H FORWARD LOOKING STATEMENTS, INCLUDING, AM(
OTHER THINGS, STATEMENTS REGARDING OUR UNIQUE PIOSIAND ANTICIPATED PRODUCTS, IMPORTANT DRIVERS,
CUSTOMER AND GEOGRAPHIC REVENUE LEVELS AND MIX, SR®MARGINS, OPERATING COSTS AND EXPENSES AND OUR
CHANNEL INVENTORY LEVELS, INVOLVE RISKS AND UNCHRTIES. OUR ACTUAL RESULTS MAY DIFFER MATERIALLONMR
THOSE PROJECTED IN THE FORWARD LOOKING STATEMERASTORS THAT MIGHT CAUSE FUTURE RESULTS TO DIFFER
MATERIALLY FROM THOSE DISCUSSED IN THE FORWARD LIGKSTATEMENTS INCLUDE, BUT ARE NOT LIMITED TO, BE
DISCUSSED IMRISK FACTORS” IN THIS DOCUMENT, AS WELL AS OTHRIRORMATION FOUND IN THE DOCUMENTS WE FILE
FROM TIME TO TIME WITH THE SECURITIES AND EXCHANGEMMISSION, INCLUDING THE ANNUAL REPORT ON FORMK
FOR THE YEAR ENDED DECEMBER 31, 20

Overview

We are a global leader in open, standards-baséiédiscommunications and collaboration (“UC&C”) sttns for voice, video and
content collaboration solutions. Our solutions goe/ered by the PolycofMRealPresenc®Platform, comprehensive software infrastructure
rich application programming interfaces (“APIs"ptlinteroperate with a broad set of communicatiusiness, mobile, and cloud applications
and devices to deliver secure face-to-face vidélalmaration across different environments. Withyoin® RealPresenc&collaboration
solutions, from infrastructure to endpoints forexlvironments, people all over the world can caltake face-to-face without being in the same
physical location. Individuals and teams can cohr@mmmmunicate, and collaborate through a highritidin visual experience from their
desktops, meeting rooms, classrooms, home offinebjle devices, web browsers, and specializedisolsisuch as video carts for healthcare
applications. By removing the barriers of distaand time, connecting experts to where they areetatbst, and creating greater trust and
understanding through visual connection, we enpbtple to make better decisions faster and to aser¢éheir productivity while saving time
and money and being environmentally responsible.

We sell our solutions globally through a high-tosetles model that leverages our broad network axficll partners, including
distributors, value-added resellers, system integsaleading communications services providerd,ratailers. We manufacture our products
through an ou tsourced model optimized for qualiéiability, and fulfillment agility.

We believe important drivers for the adoption ofatmoration solutions include:

. UC&C solutions, including voice and video offerings a preferred method of communicat

. increasing presence of video on desktop and lagtwejres

. growth of vider-capable mobile devices (including tablets and gphartes)

. growth of Microsoft Lync in the corporate environmi@nd the resulting impact on sales of Polyconysd-compactible voice and
video devices

. expansion of business applications with integratet-based video and content collaborati

. virtualization and the move to private, public, dnybrid clouds

. adoption of UC&C by small and medium busines

. growth of the number of teleworkers globa

. new pricing models and options for video delivengluding subscriptio-based software pricing and-a-service offerings
. emergence of Bring Your Own Device (BYOD) programbusinesses of all sizes, across all regi

. demand for UC&C solutions for business-to-busiraass$ business-to-consumer communications and the wfosonsumer
applications into the business space,

. continued commitment by organizations and individta reduce their carbon footprint and expenseshmpsing video
collaboration over trave
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We believe we are uniquely positioned as the UC&Gsgstem partner of choice through our strategithpeships, support of open
standards, innovative technology, multiple delivergdes and customer-centric go-to-market capadsliti

Revenues for the three months ended March 31, @@td $328.5 million, a decrease of $10.2 million38%, from the same period in
2013. On a year-over-year basis, our total prooaenues declined while service revenues incredderloverall decrease in product revenue:
was primarily a result of lower sales of our UCggesystems, mainly driven by lower IP conferencenghrevenues as a result of Cisco
Systems, Inc. (“Cisco”ho longer selling a product they previously purgebsom us, and, to a lesser extent, due to low@iplatform product
revenues. The decreases were partially offsetdrngased revenues from our UC personal devices pt@dDur product revenues have
decreased year-over-year since the first quart20d®, driven by lower UC group systems revenuesiarily group video products in our
Americas segment. We expect this trend to contatleast in the near term. The increase in sereicenues was driven primarily by increasec
maintenance revenues on a larger installed bassarghsed maintenance service renewals year-@aras a result of ongoing efforts to
increase maintenance service renewal rates.

From a segment perspective, our Americas, EMEA APAC segment revenues accounted for 509862and 23%, respectively, of ¢
revenues in the three months ended March 31, ZDddAmericas and APAC segment revenues decreasgthltand 3%, respectively, and
EMEA segment revenues remained relatively flahinthree months ended March 31, 2014 as compated game period in 2013. On a year-
over-year basis, product revenues declined andcgamvenues increased across all our segmentdN@eel6 of Notes to Condensed
Consolidated Financial Statements for further imfation on our segments, including a summary ofsegment revenues, segment contribt
margins and segment gross accounts receivabledi$bession of results of operations at the conatéid level is also followed by a discussion
of results of operations by segment for the threatims ended March 31, 2014 and 2013.

Operating margins de creased by 2 percentage poittie three months ended March 31, 2014 as cardgarthe same period in 2013.
The decrease in operating margins was primarilyedrby the restructuring costs associated with ¢tmaat and facilities actions taken during
the quarter, and to a lesser extent, lower grogging offset in part by a decrease in sales amtetiag and research and development
expenses. Operating expenses and cost of reveranedavorably impacted in the quarter by lower lstbased compensation expense due to
forfeitures related to the restructuring actiorkeetaduring the quarter and the effect of the changeir forfeiture rate. Excluding restructuring
costs, operating expenses decreased as a percehtagenues by 6%, primarily as a result of owuon improving operating margins. Gr
margins decreased by less than 1 percentage pdim ithree months ended March 31, 2014 as compated same period in 2013, primarily
as a result of lower revenues and changes in ptodictoward lower margin UC personal devices piidun the three months ended
March 31, 2014 as compared to the same periodlB.2Dperating expenses as a percentage of revaraneased by 1 percentage point year-
over-year, primarily due to higher restructuringuaes, partially offset by decreased headcounteeleosts and transaction-related costs.

During the three months ended March 31, 2014, wegged approximately $19 .1 million in cash flowrh operating activities, which

after the impact of investing and financing aciestdescribed in further detail under “Liquidityda@apital Resources,” resulted in a $12.4
million net decrease in our total cash and caslvatgnts.
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Results of Operations for the Three Months Ended March 31, 2014 and 2013

The following table sets forth, as a percentagewénues (unless indicated otherwise) , condensesblidated statements of operations
data for the periods indicated:

Three Months Ended

March 31, March 31,
2014 2013
Revenues
Product revenue 70% 73%
Service revenue 30% 27%
Total revenue 10(% 100%
Cost of revenue:
Cost of product revenues as a % of product reve 42% 41%
Cost of service revenues as a % of service reve 40% 41%
Total cost of revenue 42% 41%
Gross profit 58% 5%
Operating expense
Sales and marketir 28% 32%
Research and developmt 15% 16%
General and administrati\ 7% 7%
Amortization of purchased intangibl 1% 1%
Restructuring cosl 9% 2%
Transactio-related cost 0% 1%
Total operating expens 60% 59%
Operating los! (2)% (0%
Interest and other income (expense),
Interest expens (0% (0)%
Other income (expens (0)% (0)%
Interest and other income (expense), (0)% (0%
Loss from continuing operations before benefit fimeome taxe: (2% (0)%
Benefit from income taxe ()% (D)%
Net income (loss) from continuing operatic (D)% 1%
Gain from sale of discontinued operations, netgés 0% 0%
Net income (loss (1)% 1%
Revenues

We manage our business primarily on a geograplsis barganized into three geographic segmentsréwnues, which include product
and service revenues, for each segment are sunaddoizthe periods indicated in the following table

Three Months Ended

March 31, March 31,
$ in thousands 2014 2013 Decrease
Americas $ 163,07C $ 170,981 (5)%
% of revenue 50% 51%
EMEA $ 89,03¢ $ 89,092 —
% of revenue 27 % 26 %
APAC $ 76,41¢ $ 78,67¢ (3)%
% of revenue 23% 23%
Total revenue: $ 328,52¢ % 338,75: (3)%

The decrease in total revenues was due to a dedrepsoduct revenues of $14.6 million, or 6%, jadlst offset by an increase in service
revenues of $4.4 million, or 5%, in the three mereghded March 31, 2014 as compared to the samedper2013. The d ecrease in product
revenues was primarily a result of lower saleswfldC group systems and UC platform products, pliytoffset by increased sales of our UC
personal devices products year-oyeaf. The increase in service revenues was priyndniven by increased maintenance service reveonet
larger installed base and increased maintenaneEsgenewals year-over-year.
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The overall decrease s in the Americas and APA@segrevenues in the three months ended March@@Y ®as driven primarily by
decreased revenues across many of our key geognayainkets, including the United States, Japan, &tand Brazil, partially offset by
increases in Canada and Mexico. EMEA segment regeimithe three months ended March 31, 2014 remha@iatively flat compared to the
same period in 2013 primarily due to growth in thated Kingdom and Central Europe, partially offegta decrease in the Nordic countries.
On a year-ovegear basis, our product revenues decreased andesegvenues increased across all our segmentsgdilué three months end
March 31, 2014.

In 2013, Cisco informed us that it w ould end & liand will therefore no longer resell, the IP fawance phones they purchase from
us. In the three months ended March 31, 2014, wergéed approximately $2.5 million in revenues fritwis relationship, a decrease of
approximately $9.0 million from the same perio@813. We do not expect any further revenues framredationship in 2014. The decrease ir
the revenues of these IP conference phones aslaggthis change accounted for the majority of peiar-over-year product revenue decrease
in the three months ended March 31, 2014. We haee planning for the transition and are workingvolve the features and functionality of
our VoIP conference phone portfolio to be interajés in a Cisco environment.

In the three months ended March 31, 2014 and 20/i3channel partner, ScanSource CommunicationsufSaurce”), located in our
Americas segment, accounted for 18% and 17% ofatal revenues, respectively. We believe it iskelli that the loss of any of our channel
partners would have a long term material adverseedn our consolidated revenues or segment regeasi we believe end-users would likely
purchase our products from a different channelhgartHowever, a loss of any one of these chanméhgra could have a short-term material
adverse impact.

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 for theggls indicated:

Three Months Ended

March 31, March 31, Increase
$ in thousands 2014 2013 (Decrease’
UC group system $ 213,37: $ 232,42¢ (8)%
UC personal device 56,47¢ 49,24¢ 15%
UC platform 58,67¢ 57,08( 3%
Total revenue: $ 328,52: $ 338,75 3)%

UC group systems include all immersive telepresegicip video and group voice systems productslaadelated service elements.
The decrease in UC group systems revenues waaiirdriven by decreases in sales of our grouge@roducts and related services from
our Americas segment and, to a lesser extent, agesdn sales of our group video products andegklsrvices from our Americas and APAC
segments and decreased sales of immersive telapeepeoducts and related services in our AmerindsEMEA segments, partially offset by
increased revenues from group voice products dateceservices from our EMEA segment.

UC personal devices include desktop video deviodsdesktop voice products and the related senligaents. The increase in UC
personal devices revenues was primarily due teased sales of our desktop voice products anadesatrvices in our Americas segment,
partially offset by decreased revenues from deskidgo products and related services in our Amsrazad EMEA segments and decreased
revenues from desktop voice products and relatedcss in our APAC segment. Overall, the increaseC personal devices revenues was
in part to increased demand for our Microgdfync ® interoperable solutions and the continued adopifdvolP technologies.

UC platform includes our RealPresence Platformvard and software products and the related seelicements. The increase in UC

platform revenue was driven by increased salesiofJ® platform products and related services inAmericas segment, partially offset by
decreased revenues from our EMEA and APAC segment.
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Cost of Revenues and Gross Margins

Three Months Ended

March 31, March 31, Increase
$ in thousands 2014 2013 (Decrease)
Product Cost of Revenu $ 97,63¢ $ 101,87¢ (4)%
% of Product Revenut 42 % 41% 1pt
Product Gross Margir 58% 59% (2) pt
Service Cost of Revenu $ 38,90: 3 37,771 3%
% of Service Revenu 40 % 41 % (1) pt
Service Gross Margir 60% 59% 1 pt
Total Cost of Revenue $ 136,53¢ $ 139,65t (2)%
% of Total Revenue 42 % 41% 1 pt
Total Gross Margin 58% 59% (2) pt

Cost of Product Revenues and Product Gross Margins

Cost of product revenues consists primarily of cacttmanufacturer costs, including material anddatitabor, our manufacturing
organization, tooling depreciation, warranty exgerieight expense, royalty payments, amortizatibeertain intangible assets, stock-bas ed
compensation costs and an allocation of overhepdreses, including facilities and IT costs. Cogprmfduct revenues and product gross
margins included charges for stock-based compamsafi$0.6 million and $0.9 million for the threnths ended March 31, 2014 and 2013,
respectively. Cost of product revenues at the sagieeel consists of the standard cost of prodereénues and does not include items such a¢
warranty expense, royalties, and the allocatioovefhead expenses, including facilities and IT ¢ well as stockased compensation co
and amortization of purchased intangible assets.

The overall decrease in product gross margins wiasaply due to lower product sales and changgwaduct mix resulting in increased
revenues related to UC personal devices whichdvasrimargins than our UC group systems and UCqgrtatproducts. From a segment
perspective, product gross margins decreased iEMIEHA and APAC segments but increased in our Anasrgegment in the three months
ended March 31, 2014 as compared to the same parkad 3.

Cost of Service Revenues and Service Gross Margins

Cost of service revenues consists primarily of matand direct labor, including stock-based congagion costs, depreciation, and an
allocation of overhead expenses, including faesitand IT costs. Cost of service revenues andcgegvdss margins included charges for stock
based compensati@xpense of $1.0 million and $1.5 million for thee months ended March 31, 2014 and 2013, respct®ost of servic
revenues at the segment level consists of the atdrubst of service revenues and does not inctedgsisuch as warranty expense, royalties,
and the allocation of overhead expenses, inclufdintjties and IT costs, as well as stock-basedmemsation costs and amortization of
purchased intangible assets.

Overall, service gross margins increased slightimarily due to increased service revenues. Theease was partially offset by
increased cost of services primarily driven by kigbompensation costs, outside services, and | Taailities allocations. On a year-over-year
basis, service gross margins as a percentage efiues increased across all our segments.

Total Cost of Revenues and Total Gross Margins

Overall, the decrease in total gross margin ageepé&ge of revenues was driven primarily by therefese in the product gross margins,
as discussed under Cost of Product Revenues addd®1Gross Margins, which was primarily offset bglight increase in service gross
margins, as discussed under Cost of Service ReseaneeService Gross Margins.
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We expect gross margins to remain relatively fiathie near term. Forecasting future gross margioemgages is difficult, and there are a
number of risks related to our ability to maintamimprove our current gross margin levels. Outt cbsevenues as a percentage of revenues
can vary significantly based upon a number of facsnich as the following: uncertainties surroundagenue levels, including future pricing
and/or potential discounts as a result of the ecgnor in response to the strengthening of the doBar in our international markets, and
related production level variances; competitio; éixtent to which new services sales accompanprodgiuct sales as well as maintenance
renewal rates; changes in technology; changesishugt mix; variability of stockbased compensation costs; royalties to third pgrtiglization
of our professional services personnel as we dpwalo professional services practice and as we nmestments to expand our professional
services offerings; increasing costs for freighd egpair costs; our ability to achieve greatercgdficies in the installations of our immersive
telepresence products; manufacturing efficiencfesibcontractors; manufacturing and purchase pacences; higher prices on commodity
components; warranty and recall costs; and thengjrof sales.

Sales and Marketing Expenses

Three Months Ended

March 31, March 31,
$ in thousands 2014 2013 Decrease
Expense:! $ 93,96¢ $ 108,71t (14)%
% of Revenue 28% 32% (4) pts

Sales and marketing expenses consist primarilglafies and commissions for our sales force, inofydtockbased compensation co
advertising and promotional expenses, product niiakexpenses, and an allocation of overhead exseirscluding facilities and IT costs.
Sales and marketing expenses, except for diree$ sald marketing expenses, are not allocated tsemuments. Sales and marketing expenses
ncluded charges for stock-based compensation egmei$.4 million and $6.6 million for the three nibs ended March 31, 2014 and 2013,
respectively.

The year-over-year decrease in sales and marketipgnses was primarily due to decreased headcelatéd costs, including
compensation expense and stock-based compensasigrand lower headcount-based allocations, madkgtiogram spending and travel and
entertainment. Sales and marketing headcount desmtday 9% from March 31, 2013 to March 14, 201drier to better align costs with
revenues.

We expect our sales and marketing expenses tcaiseia absolute dollars in the near term primathilg to increased stock-based
compensation expense. Expenses will also fluctepending on revenue levels achieved as certaensgs, such as commissions, are
determined based upon the revenues achieved. Btirgcaales and marketing expenses as a percasftegeenues is highly dependent on
expected revenue levels and could vary signifigashtipending on actual revenues achieved in anyngjuarter. Marketing expenses will also
fluctuate depending upon the timing and extent afkating programs as we market new products. Salésnarketing expenses may also
fluctuate due to increased international expensdslae impact of changes in foreign currency exgeamates.

Research and Development Expenses

Three Months Ended

March 31, March 31,
$ in thousands 2014 2013 Decrease
Expense:! $ 48,147 % 55,93t (14)%
% of Revenue 15% 16 % (1) pt

Research and development costs are expensed agdhand 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 allocataar ttegments. Research and development expemtsedead charges for stock-based
compensation expense of $1.0 million and $4.7 amilfor the three months ended March 31, 2014 ad8,2@spectively.

The year-over-year decreases in research and genefd expenses were primarily due to decreased easagion expense, including
lower stockbased compensation expense and the capitalizatimartain internal costs related to internally deped software products, as w
as lower program spending.
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We believe that innovation and technological leakligris critical to our future success, and wecamamitted to continuing a significant
level of research and development to develop netni@ogies and products to combat competitive piress We are also investing more
heavily in research and development as a resultaréased business opportunities with strategithpes and service provider customers as a
result of our key strategic initiatives in theseas. We expect that research and development eegamnabsolute dollars will remain flat or
increase slightly in the near term but will fluctei@epending on the timing and number of developgrmaetivities in any given quarter. Resea
and development expenses as a percentage of ravareukighly dependent on expected revenue lemdisauld vary significantly depending
on actual revenues achieved in any given quarter.

General and Administrative Expenses

Three Months Ended

March 31, March 31, Increase
$ in thousands 2014 2013 (Decrease)
Expense: $ 23,79t % 23,69¢ —
% of Revenue 7% 7% —

General and administrative expenses consist piliynarcompensation costs, including stock-basedpmemsation costs, professional
service fees, allocation of overhead expensesydima facilities and IT costs, litigation costs dratl debt expense. General and administrativ
expenses are not allocated to our segments. Geretaldministrative expenses included chargesdoksased compensatiexpense of $2.
million and $4.1 million for the three months endédrch 31, 2014 and 2013, respectively.

General and administrative expenses remainedvelafilat in both absolute dollars and as a peagaf revenues during the three
months ended March 31, 2014 as compared to the garizal in 2013, primarily due to increased legas and higher compensation costs
being largely offset by decreased stock-based cosgti®n expense.

Significant future charges due to costs associattidlitigation or uncollectability of our receivés 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 witloliewtible receivables is difficult. Future geneaald ad ministrative expense increases or
decreases in absolute dollars are difficult to fmtedlie to the lack of visibility of certain costscluding legal costs associated with defending
claims against us, as well as legal costs assdowith asserting and enforcing our intellectualpgendy portfolio and other factors. We expect
our general and administrative expenses to incrigasesolute dollars in the near term primarily doéncreased stock-based compensation
expense but could fluctuate depending on the laweltiming of expenditures associated with thgdtiion described in Note 18 of Notes to
Condensed Consolidated Financial Statements.

Amortization of Purchased Intangibles

In each of the three months ended March 31, 2082843, we recorded approximately $2.5 million pem@ting expenses for
amortization of purchased intangibles related tpaitions. In addition, we recorded amortizatiopenses of $0.8 million and $1.3 million in
the three months ended March 31, 2014 and 2013ecétsely, in cost of product revenues relatededain technology intangibles. The
decrease in amortization expenses included inafqetoduct revenues was primarily due to certaghi®logies acquired in prior years being
fully amortized. Purchased intangible assets airegteemortized over their estimated useful livesiolitrange from several months to eight
years.

Restructuring

During the three months ended March 31, 2014 aid®,20e recorded restructuring costs of $30.3 nmilkmd $5.4 million, respectively.
The increase in restructuring costs in 2014 as ewetpto the same period in 2013 was primarily dusettain actions taken in the three mo
ended March 31, 2014 that were designed to optithe®rganization and manage expenses, includihgction or elimination of certain
facilities globally and the elimination of approxately 6% of our global workforce as announced ibriary 2014. These actions are generally
intended to gain operating efficiencies or reduaeaperating expenses. See Note 7 of Notes to @medeConsolidated Financial Statements
for further information on restructuring costs.
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We currently expect to record additional restruoticharges of between $6.0 million and $7.0 millibrough the third quarter of 2014,
primarily related to reduction or elimination ofrtzn facilities to gain or improve operating effincies and profitability. In the future, we may
take additional restructuring actions to gain opegaefficiencies or reduce our operating expenstdle simultaneously implementing
additional cost containment measures and expemgetprograms. Such restructuring actions areestitip significant risks, including delays
in implementing expense control programs or workgareductions and the failure to meet operaticarglts due to the loss of employees, ¢
which would impair our ability to achieve anticipdtcost reductions. If we do not achieve the grdieid cost reductions, our financial results
could be negatively impacted.

Transaction-related Costs

We expense all acquisition-related and other tretimarelated costs as incurred. These costs gigneralude legal and accounting fees
and other integration services. Transaction-relateds incurred in the three months ended Marcl2@14 were less than $0.2 million. During
the three months ended March 31, 2013, we recapprbximately $3.3 million of transaction-relateghenses. We have spent, and may
continue to spend significant resources identifyand acquiring businesses.

Interest and Other Income (Expense), Net

Three Months Ended

March 31, March 31,
$ in thousands 2014 2013
Interest expens $ 1,474 $ (407)
Other income (expens 779 (352
Interest and other income (expense), (695) (759)

Interest expense consists primarily of interesbonborrowings under the Credit Agreement enteméalin September 2013 and imputed
interest related to certain long-term obligatic@ther income (expense) consists primarily of irdeearned on our cash, cash equivalents, ant
investments less bank charges resulting from teeotisur bank accounts, realized gains and loss@svestments, nomcome based taxes a
fees, and foreign exchange related gains and losses

The increase in interest expense year-over yeapvimsrily due to interest expense on the borrowingder the Credit Agreement. We
expect interest expense will increase in 2014 rasalt of a full year of interest expense on ourdaeings under the Credit Agreement.

The decrease in net other expense was primarilyalagelease in the current period of sales ardaisreserves from prior years and
lower non-income based taxes and fees. Other in¢erpense) will fluctuate due to changes in interates and returns on our cash and
investments, any future impairment of investmefaiign currency rate fluctuations on un-hedgedosypes, fluctuations in costs associated
with our hedging program and timing of non-inconaséxd taxes and license fees. The cash balancealsaldecrease depending upon the
amount of cash used in our stock repurchase actasity future acquisitions, and other factors, Wwhiould also impact our interest income.

Income Tax Benefits From Continuing Operations

Three Months Ended

March 31, March 31,
$ in thousands 2014 2013
Income tax benefit from continuing operatic $ (3,61¢) $ (3,37))
Effective tax rate 48% 269%

The effective tax rate s for the three months erMarth 31, 2014 and 2013 differ from the U.S. fadistatutory rate of 35% primarily
due to impacts associated with proportional easifngm our operations in lower tax jurisdictions¢urring permanent adjustments, and
discrete benefits recorded during the quartersttthree months ended March 31, 2014, a disbestefit of $1.3 million was recorded for-
benefits realized on disqualifying dispositionsstifick from our employee stock purchase plan, atidaete tax benefit of $0.9 million was
recorded as a result of stock-based compensatjmense adjustments related to certain terminatedosegs. For the three months ended
March 31, 2013, a discrete benefit of $2.2 millwas recorded related to the reinstatement of ttheré research and development tax credit
signed into law on January 2, 2013, but retroadtiv2012, and a discrete benefit of $0.8 millionthx benefits realized on disqualifying
dispositions of stock from our employee stock pasghplan.
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As of March 31, 2014, the amount of gross eewgnized tax benefits was $22.1 million, all ofisthwould affect our effective tax rate
realized. We recognize interest income and intengsénse and penalties on tax overpayments andpayeents within income tax expense.
As of March 31, 2014 and December 31, 2013, wedpgdoximately $1.5 million of accrued interest gehalties related to uncertain tax
positions. We anticipate that, except for $0.9iomillin uncertain tax positions that may be redusdated to the lapse of various statutes of
limitation, there will be no material changes ircartain tax positions in the next 12 months.

We are a U.S. based multinational company subgeie¢ in multiple U.S. and foreign tax jurisdictgyrand have entered into agreement
with the local governments in certain foreign jdittsions where we have significant operations wvjgte us with favorable tax rates in those
jurisdictions if certain criteria are met. Tax bétserealized from favorable tax rates for the qees ended March 31, 2014 and 2013 were not
material in the aggregate and did not have a natenpact on earnings per share.

Unanticipated changes in our tax rates could affactfuture results of operations. Our future dffectax rates, which are difficult to
predict, could be unfavorably affected by change®i interpretation of, tax rules and regulationthe jurisdictions in which we do business,
by unanticipated decreases in the amount of revenaarnings in countries with low statutory tates by lapses of the availability of the U.S.
research and development tax credit, or by chaimgibe valuation of our deferred tax assets ardliiees. Further, the accounting for stock
compensation expense in accordance with ASC 718acertain tax positions in accordance with ASC @ddld result in more
unpredictability and variability to our future etféve tax rates.

We are also subject to the periodic examinatioousfincome tax returns by the Internal RevenueiSemand other tax authorities, anc
some cases, we have received additional tax assatsriVe regularly assess the likelihood of advetseomes resulting from these
examinations to determine the adequacy of our piawifor income taxes. We may underestimate theooo¢ of such examinations which, if
significant, would have a material adverse effecbar results of operations and financial conditibne timing of the resolution of income tax
examinations is highly uncertain and the amourttmately paid, if any, upon resolution of the issuaised by the taxing authorities may differ
materially from the amounts accrued for each yéérile it is reasonably possible that some issuesiinent on-going tax examinations could
be resolved within the next 12 months, based ortineent facts and circumstances, we cannot esithattiming of such resolution or the
range of potential changes as it relates to theamgnized tax benefits that are recorded as patiofinancial statements. We do not expect
any material settlements in the next 12 monthsthmibutcomes of these examinations are inherantgrtain.

Discontinued Operations

On December 4, 2012, we completed the dispositidheonet assets of the enterprise wireless vaitgiens (“EWS”) business to
Mobile Devices Holdings, LLC, a Delaware limitedbility corporation. We received cash consideratbapproximately $50.7 million,
resulting in a gain on sale of the discontinuedrafpens, net of taxes, of $35.4 million, as reféetin our consolidated financial statements for
the year ended December 31, 2012. In the threehm@mded March 31, 2013, we recorded an additigaialon sale of discontinued
operations, net of taxes, of approximately $0.3iomlas a result of a net working capital adjusttrirraccordance with the Purchase
Agreement. Additional cash consideration of up3@.$ million is payable to Polycom over the nexethyears subject to certain conditions,
including meeting certain agreed-upon EBITDA-baseldstones for the fiscal years ending Decembef814, 2015 and 2016. These
conditions were not met for the fiscal year endeddnber 31, 2013. Such additional cash considaratibbe accounted for as a gain on sale
of discontinued operations, net of taxes, whes iiealized or realizable. For the three months @émdierch 31, 2014, there was no realized gair
or loss on sale of discontinued operations. See Raif Notes to Condensed Consolidated Financa&éBtents for further discussion of our
discontinued operations.

Segment | nformation

Our business is organized around four major geddecapeatres: North America, Caribbean and Latinefina (“CALA"), Europe,
Middle East and Africa (“EMEA”") and Asia PacificAPAC”). For reporting purposes, we aggregate Néuterica and CALA into one
segment named Americas and report EMEA and APAS:parate segments. The segments are determinecbirdance with how
management views and evaluates its business awhsk its resources, and based on the critegathised in the authoritative guida nce.

A description of our products and services as a®belected financial data for each segment céouinel in Note 16 of Notes to
Condensed Consolidated Financial Statements. Faolaeges to our organizational structure or busingsy result in changes to the report:
segments disclosed.
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Segment contribution margin includes all segmentmees less the related cost of sales and direietitag and sales expenses.
Management allocates some infrastructure costb, asiacilities and IT costs, in determining segneemtribution margin. Contribution
margin is used, in part, to evaluate the performaafcand to allocate resources to, each of thmeats. Certain operating expenses are not
allocated to segments because they are separadely ged at the corporate level. These unallocatstd include corporate manufacturing
costs, sales and marketing costs other than disdes and marketing, stock-based compensation, ceséarch and development costs, genere
and administrative costs, such as legal and actmuoosts, transaction-related costs, amortizatfgourchased intangible assets, restructuring
costs, and interest and other income (expense), net

The following is a summary of the financial infortiwa for each of our segments for the periods iatid (in thousands):

Americas EMEA APAC Total
For the three months ended March 31, 2(
Revenue! $ 163,07C $ 89,03t $ 76,41¢ % 328,52
% of total revenue 50% 27% 23% 100%
Contribution margir $ 69,97 $ 37,66t $ 31,65¢ $ 139,29«
% of segment revenu 43% 42% 41% 42%
For the three months ended March 31, 2(
Revenue! $ 170,98: $ 89,09: $ 78,67¢ $ 338,75:
% of total revenue 51% 26% 23% 100%
Contribution margir $ 69,22¢ $ 37,56( $ 30,84 $ 137,63:
% of segment revenu 40% 42% 39% 41%
As of March 31, 2014: Gross accounts receiv. $ 91,39¢ $ 71,73: % 60,917 $ 224,05(
% of total gross accounts receival 41% 32% 27% 100%
As of December 31, 2013: Gross accounts recei\ $ 86,24: $ 7197C % 66,92: $ 225,13¢
% of total gross accounts receival 38% 32% 30% 100%
AMERICAS
Three Months Ended
March 31, March 31, Increase
$ in thousands 2014 2013 (Decrease)
Revenue! $ 163,07C $ 170,98 5)%
Contribution margir $ 69,97 $ 69,22¢ 1%
Contribution margin as % of Americas reven 43 % 40 % 3 pts

The decrease in our Americas segment revenuesnwaarily due to decreased revenues in the UnitedeStand Brazil, partially offset
by increased revenues in Canada and Mexico. Ommoxer-year basis, the decrease in Americas segeamues was primarily driven by
decreased revenues from UC group systems as & oésligicreased sales in IP conference phones medtand resold by Cisco and, to a lesse
extent, lower sales in group video products anateel services, partially offset by increased reesrftom UC personal devices and UC
platform. The increase in UC personal devices regsmwas primarily due to increased desktop voiesses a result of Lync voice
deployments, partially offset by a decrease in thgskideo revenues. The increase in UC platfornemeres was as a result of increased sales
our RealPresence products and the related services.

In the three months ended March 31, 2014 and 28/i8channel partner in our Americas segment aceduot 35 % and 33%,
respectively, of our Americas revenues. We belieigunlikely that the loss of any of our chanpaltners would have a long term material
adverse effect on our consolidated revenues or eegravenues as we believe end-users would likelghase our products from a different
channel partner. However, a loss of any one ofetltbannel partners could have a short-term magstiarse impact.

The increase in contribution margin as a percentgenericas segment revenues was primarily duggber gross margins and
decreased direct sales and marketing expensegaasentage of revenues. The increase in gross msangis primarily due to higher product
gross margins driven by lower rebates and incestivieile service gross margins remained relativialy The decrease in direct sales and
marketing expenses was primarily due to lower headtrelated costs, including decreased compemsatid commission expenses and lowel
headcount-based allocations and marketing progspesding.
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EMEA

Three Months Ended

March 31, March 31, Increase
$ in thousands 2014 2013 (Decrease)
Revenue! $ 89,03¢c 3 89,09z —
Contribution margir $ 37,666 $ 37,56( —
Contribution margin as % of EMEA revent 42 % 42 % —

Our EMEA segment revenues remain relatively flahim three months ended March 31, 2014 as compaithe same period in 2013,
primarily due to increased UC group systems revemeéng substantially offset by decreased UC peaillstevices revenues and, to a lesser
extent, by decreased UC platform revenues. The#serin UC group systems revenues was primarilyalirereased revenues in group video
and group voice products and the related servpzesally offset by decreased revenues from immrergglepresence products and the related
services. The decrease in UC personal devicesuegemas primarily driven by decreased desktop veddes, partially offset by increased
desktop voice sales as a result of Lync voice depémts. Revenues increased in the United KingdbenMiddle East and Turkey, and
Germany, partially offset by decreased revenugisarNordic countries.

In the three months ended March 31, 2014 and 28i8¢channel partner in our EMEA segment accourtted3 % and 11%,
respectively, of our EMEA revenues. We believe itinlikely that the loss of any of our channel pars would have a long term material
adverse effect on our consolidated revenues or eegravenues as we believe end-users would likelghase our products from a different
channel partner. However, a loss of any one oftlsbsinnel partners could have a short-term matsizdrse impact.

Contribution margin as a percentage of EMEA segmargnues remained relatively flat for the threenthe ended March 31, 2014 as
compared to the same period in 2013, primarily tdue slight decrease in gross margins as a pegenfaevenues being largely offset by a
decrease in direct sales and marketing expensepasentage of revenues and resulted in a lessl#ftancrease in contribution margin. The
decrease in gross margins was driven primarilyolel product gross margin due to a product mix stvifay from higher margin UC platform
products. Direct sales and marketing expenses asatleas a percentage of revenues, primarily ddedeased outside services, headcount-
related costs, and facilities allocations.

APAC
Three Months Ended
March 31, March 31, Increase
$ in thousands 2014 2013 (Decrease)
Revenue! $ 76,41¢ $ 78,67¢ (3)%
Contribution margir $ 31,658 % 30,84¢ 3%
Contribution margin as % of APAC revent 41 % 39% 2 pts

The decrease in our APAC segment revenues was fisirdeven by decreased revenues from UC groupesys and, to a lesser extent,
from UC personal devices and UC platform produots the related services. The decrease in UC grgatpras revenues in APAC was
primarily driven by decreased group video revenpastally offset by increased group voice revendd® decrease in UC personal devices
revenues was due to decreased desktop voice BRalesnues decreased year-over-year primarily innJapd China, partially offset by
increased revenues in Australia. The overall dedlinour APAC segment revenues was primarily dusstdinuing slowdown of government
spending and softer demand, as well as a challgmgatro-economic environment in the region.

In each otthe three months ended March 31, 2014 and 2013¢lnaonel partners in our APAC segment, in aggregatounted for 28
of our APAC revenues. We believe it is unlikelytttize loss of any of our channel partners wouldehalong term material adverse effect on
our consolidated revenues or segment revenues hsligee end-users would likely purchase our prtslfrom a different channel partner.
However, a loss of any one of these channel paritmuld have a short-term material adverse impact.
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The increase in our contributionargin as a percentage of APAC segment revenuegnivaarily due to lower direct sales and marke
expenses as a percentage of revenues, partiadlgtdfy a slight decrease in gross margins as am@ge of revenues. The decrease in direct
sales and marketing expenses was driven by lovagtdueint-related costs, including compensation anghgission expenses, headcount-base
allocations, and lower marketing program spendlitge decrease in gross margins was primarily duetoeased product gross margin as a
result of lower product revenues, largely offsetanyincrease in service gross margin primarily ety increased maintenance service
revenues on a larger installed based and increaagdenance service renewals year-over-year.

Liquidity and Capital Resources

As of March 31, 2014, our principal sources of ity included cash and cash equivalents of $3&llon, short-term investments of
$149.9 million, and long-term investments of $6Milion. Substantially all of our short-term andhfpterm investments are comprised of U.S
government and agency securities and corporateséehtities. See Note 11 of Notes to Condenseddlidated Financial Statements for
further information on our short-term and long-ténwestments. We also have outstanding letterseafictotaling approximately $7.3 million,
which are in place to satisfy certain of our fagilease requirements, as well as other legal,aad,insurance obligations.

Our total cash and cash equivalents and investnmefdsin the United States totaled $ 212.5 milliand the remaining $383.4 million
was held by various foreign subsidiaries outsidthefUnited States as of March 31, 2014.

If we need to access our cash and cash equivaadtgivestments held outside of the United Statesder to fund acquisitions, share
repurchases, or our working capital needs, we neasulbject to additional U.S. income taxes (sulifeein adjustment for foreign tax credits)
and foreign withholding taxes.

In September 2013, we entered into a Credit Agreeiftiee “Credit Agreement”) among the Company, aiarof its subsidiaries from
time to time party thereto as guarantors, the lenftem time to time party thereto and Morgan Sggr$enior Funding, Inc., as Administrative
Agent and Collateral Agent. The Credit Agreementvtes for a $250.0 million term loan (the “T errodn”) that matures on September 13,
2018 (the “Maturity Date”). The Term Loan bearsneist at our option under either a base rate f@mub LIBOR-based formula, each as set
forth in the Credit Agreement. The Term Loan isgdalg in quarterly installments of principal equalbtl.6 million that began on December 31
2013, with the remaining outstanding principal amtoaf the Term Loan being due and payable on theiNtg Date. The Credit Agreement
contains certain customary affirmative and negatmeenants, and we are also required to maintaimptiance with a consolidated fixed cha
coverage ratio and a consolidated secured leveadige We entered into the Credit Agreement in aanfion with and for the purposes of
funding any purchase of our common stock, up td¥2&illion in value, pursuant to the share repasghcompleted in November 2013. We
were in compliance with all debt covenants as ofdi881, 2014. See Note 10 of Notes to Condenseddlidated Financial Statements for
further details.

We generated cash from operating activities tagairi 9.1 million and $49.4 million in the three mimmended March 31, 2014 and
2013, respectively. The decrease in cash proviglezpbrating activities for the three months endexidl 31, 2014 as compared to the same
period in 2013 was primarily due to lower net ineoaiter adjusting for non-cash expenses and amdserin trade receivables, partially offset
by lower accrued liabilities.

The total net change in cash and cash equivalenthd three mo nths ended March 31, 2014 was r@dee of $12.4 million. The
primary uses of cash during this period were $2iillion of net purchases of investments, $12.0ionillfor purchases of property and
equipment and costs for internally developed safwmaoducts, $7.8 million for stock repurchasesatisfy tax withholding obligations, and
$1.6 million of debt payment. The primary sourcésash were $19.1 million from operating activiti®43.3 million cash proceeds from the
exercise of stock options and purchases undemtipdogee stock purchase plan, and $1.7 million fexoess tax benefit.

Our days-sales-outstanding (* DSO”) metric was &fsdand 48 days at March 31, 2014 and 2013, régelyciThe increase in DSO is
due in part to higher revenue linearity and incegdaternational revenue and a resulting increagetérnational receivables, which typically
have longer payment terms. DSO could vary as dtrelsa number of factors such as fluctuationsewenue linearity, an increase in
international receivables, and increases in rebégarom service providers and government entitidsch have customarily longer payment
terms. DSO could be negatively impacted in theemtreconomic environment if our partners experiaiiffieulty in financing purchases,
which results in delays in payment to us.

Inventory turns were 5.3 turns at March 31, 2014ampared to 5.7 turns at March 31, 2013. We believentory turns will fluctuate
depending on our ability to reduce lead times dsagechanges in product mix and a mix of oceaiglfteversus air freight. Our inventory tui
may also decrease in the future as a result dfekibility required to respond to customer demands
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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 recorceaotiensed consolidated balance shee
at each reporti ng period the fair value of ouefgn currency forward contracts and record anyvalue adjustments in results of operations.
Gains and losses associated with currency rategelsaon contracts are recorded as interest and iott@ne (expense), net, offsetting
transaction gains and losses on the related emsettabilities. Additionally, our hedging costancaary depending upon the size of our hedge
program, whether we are purchasing or selling fpreurrency relative to the U.S. dollar and interates spreads between the U.S. and othel
foreign markets.

Additionally, we also have a hedging program tresuforeign currency forward contracts to hedgertigm of anticipated revenues,
cost of revenues, and operating expenses denomliimatiee Euro and British Pound , as well as ojfregagxpenses denominated in Chinese
Yuan and Israeli Shekel. Our foreign exchange mskagement program objective is to reduce volatititour cash flows from unanticipated
foreign currency fluctuations. At each reportingipe, we record the fair value of our unrealizednrard contracts on the condensed
consolidated balance sheet with related unreaflizéus and losses as a component of cumulative otimeprehensive income, a separate
element of stockholders’ equity. Realized gains lasdes associated with the effective portion efftreign currency forward contracts are
recorded within revenues, cost of revenues, oratjpey expenses, depending upon the underlying expdseing hedged. Any excluded and
ineffective portions of a hedging instrument wobklrecorded as interest and other income (expemske),

From time to time, the Board of Directors appropksis to purchase shares of our common stock inpka market. In September
2013, our Board of Directors authorized the repasehof $400.0 million, or approximately 20 peragindur outstanding common stock
(“Return of Capital Program”), through a $250.0lioil modified “Dutch Auction” self-tender offer (& Tender Offer”) and subsequent
privately negotiated transactions. We funded tlogyram with $150.0 million in cash and a $250.0imillTerm Loan. The Tender Offer
expired on October 30, 2013. On December 4, 20&€Znmmounced plans to repurchase an aggregate 46&hillion of common stock throu
an accelerated share repurchase (“ASR”) programeateted into separate ASR agreements with twaéilahinstitutions. The ASR program
represents the last phase of our $400.0 milliomfRedf Capital Program. Under the terms of the Af§iReements, we paid an aggregate $114
million of cash and took an initial delivery of apgimately 8.0 million shares on December 5, 208 final number of shares to be
repurchased will be based on the Company’s voluraigiwed average stock price less an agreed upoautisduring the term of the
transactions. The transactions are expected toingleted by June 30, 2014 or earlier at the omifdhe counterparties, or later under certain
circumstances. See Note 13 of Notes to our Conde@isasolidated Financial Statements for furtheaitket

At March 31, 2014, we had open purchase orderteceta our contract manufacturers and other cottahobligations of approximately
$187.4 million primarily related to inventory puades. We also currently have commitments that sbasobligations under our operating
leases. In the event that we decide to cease adiagjlity and seek to sublease such facility omieate a lease obligation through a lease
buyout or other means, we may incur a material castiow at the time of such transaction, whichlwggatively impact our operating results
and overall cash flows. In addition, if facilitiesntal rates decrease or if it takes longer thgoeeted to sublease these facilities, we could incL
a significant further charge to operations andaperating and overall cash flows could be negatiimpacted in the period that these change:
or events occur.

These purchase commitments and lease obligatieng#ected in our Condensed Consolidated Finaistetements once goods or
services have been received or at such time thatrevebligated to make payments related to thesdsy@ervices or leases. In addition, our
bank hasssued letters of credit totaling approximately3sillion, which are used to secure the leasesamesof our foreign offices as well
other legal, tax, and insurance obligations. Théetaet forth below shows, as of March 31, 2014 fthure minimum lease payments due ul
our current lease obligations. The table belowaes approximately $12.3 million related to therent portion of minimum lease payments
associated with leased space that was restructlinednon-current portion of minimum lease paymeastociated with leased space that was
restructured is included in other long-term liai@k in the table below. In addition to these mimimlease payments, we are contractually
obligated under the majority of our operating lsa®epay certain operating expenses during the ¢éifme lease, such as maintenance, taxes
and insurance.
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Our contractual obligations as of March 31, 20Jtas follows (in thousands):

Projected Other
Minimum Annual Long-
Lease Operating Term Purchase Interest
Payments Lease Cost: Liabilities Commitments Debt Payments(1) Total
Remainder of 201 $ 18,24¢ $ 331z $ — 3 187,421 $ 4687 $ 3,744 $ 217,40¢
2015 20,44 3,601 4,954 12 6,25( 5,911 41,17¢
2016 14,631 2,624 6,402 — 6,25(C 8,271 38,17¢
2017 12,634 2,244 6,17¢ — 6,25(C 10,12: 37,43(
2018 11,00¢ 1,821 5,91C — 223,43¢ 7,767 249,94
Thereaftel 31,78 5,17C 26,75¢ — — 63,71¢
Total payment: $ 108,751 $ 18,77 $ 50,20/ $ 187,43 $ 246,87 $ 35,81¢ $ 647,85!

(1) The estimated future interest payments amutated based on the assumptions that (a) themoawther principal repayments beyond the
required quarterly principal amortization and (g borrowings are made under LIBOR tranches andib&aest at forecasted LIBOR
rates at filing plus a spread of 1.75

As discussed in Note 17 of our Notes to Condensats@idated Financial Statements, at March 31, 2@#&4had unrecognized tax
benefits, including related interest, totaling $aillion, $1.0 mill ion of which may be releasedthe next 12 months due to the lapse of
certain statutes of limitation in the applicable jfarisdictions. In addition, payments we makeifarome taxes may increase during 2014 as o
available net operating losses and research arelageuent tax credits are depleted.

We believe that our available cash, cash equivaelamnd investments will be sufficient to meet oueraping expenses and capital
requirements for the next 12 months based on auerubusiness plans. However, we may require sirel@dditional funds to support our
operating expenses and capital requirements atfar purposes, such as acquisitions, and maytseeaise such additional funds through
public or private equity financing, debt financiag from other sources. We cannot assure you tiditianal financing will be available at all
or that, if available, such financing will be obstable on terms favorable to us and would not hgidé. Our future liquidity and cash
requirements will depend on numerous factors, blioly the introduction of new products and poterd@juisitions of related businesses or
technology.

Off-Balance Sheet Arrangements
As of March 31, 2014, we did not have any off-bakussheet arrangements, as defined in Item 303(&) @) SEC Regulation S-K.

Critical Accounting Policies and Estimates

Our significant accounting policies were describetlote 1 to our audited Consolidated FinanciateSteents and under “Critical
Accounting Policies and Estimates” in “Managemebti'scussion and Analysis of Financial Condition &websults of Operations” included in
our Annual Report on Form 10-K for the year ended@nber 31, 2013 .here have been no changes to our critical acaogietstimates durir
the three months ended March 31, 2014, exceptdoksased compensation as described in Note Nbt&s to Condensed Consolidated
Financial Statements. With the exception of thepanting standards update discussed below, theeelieen no significant changes to these
policies or recent accounting pronouncements ongésin accounting pronouncements that are of pataignificance to us during the three
months ended March 31, 2014.

Recent Accounting Pronouncements

In July 2013, the Financial Accounting Standardafiq“FASB”) issued an accounting standard upddtiehvclarifies that an
unrecognized tax benefit should be presented ifithacial statements as a reduction to a defamedsset for a net operating loss
carryforward, a similar tax loss, or a t ax creditryforward if such settlement is required or estpd in the event the uncertain tax position is
disallowed. In situations where a net operating laryforward, a similar tax loss, or a tax creditryforward is not available at the reporting
date under the tax law of the applicable jurisdictor the tax law of the jurisdiction does not rieguand the entity does not intend to use the
deferred tax asset for such purpose, the unrecegméx benefit should be presented in the finarstabments as a liability and should not be
combined with deferred tax assets. The guidane#astive prospectively for reporting periods bediy after December 15, 2013. We adoj
the guidance in the three months ended March 314,2dnd such adoption did not have a material ilmpao©ur condensed consolidated
financial statements.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
I nterest Rate Risk

Our exposure to market risk for changes in intera@sts relates primarily to our investment portfoliVe generally invest excess cash in
marketable debt instruments of the U.S. governrardtits agencies and high-quality corporate dehir#ées, 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 reflettesir condensed consolidated
balance sheets based on the short maturities &¢ fireancial instruments. Short-term and long-tewestments consist of U.S. Treasury
obligations and other government agency instrumentporate bonds, commercial paper, non-U.S. gorent securities and money market
funds. The valuation of our investment portfolisighject to uncertainties that are difficult togtiret. If current market conditions deteriorate,
we may realize losses on the sale of our investsmamive may incur temporary impairment chargesirgguus to record unrealized losses in
cumulative other comprehensive income (loss). Wédcalso incur additional other-than-temporary iimp&nt charges resulting in realized
losses in our condensed consolidated statemenoizeoitions, which would reduce net income. We d®rsiarious factors in determining
whether we should recognize an impairment chargdyding the length of time and extent to which féie value has been less than our cost
basis, the financial condition and near-term protpef the security or issuer, and our intent dpitity to hold the investment for a period of
time sufficient to allow any anticipated recovemytie market value. Further, if we sell our investits prior to their maturity, we may incur a
charge to operations in the period the sale taleeep

A sensitivity analysis was performed on our investirportfolio as of March 31, 2014. The modelinchr@que used measures the
change in fair values arising from hypotheticalghiat shifts in the yield curve of various magnitsd This methodology assumes a more
immediate change in interest rates to reflect threecnt economic environment.

The following table presents the hypothetical f@lues of our securities, excluding cash and cgsivelents, held at March 31, 2014
that are sensitive to changes in interest rates fibdeling technique used measures the chang# irafaes arising from immediate parallel
shifts in the yield curve of plus or minus 50 bgsiénts (BPS), 100 BPS and 150 BPS (in thousands):

-150 BPS -100 BPS -50 BPS Fair Value 3/31/2014 +50 BPS +100 BPS +150 BPS
$ 216,88 $ 216,500 $ 216,11: $ 215,72 $ 21533° $ 214,950 $ 214,56:

In September 2013, we entered into a Credit Agre¢mbich provides for a $250.0 million Term Loaniethmatures in September
2018 and bears interest at our option of eithease vate plus a spread of 0.50% to 1.00% or aveseljusted LIBOR rate as defined in the
Credit Agreement plus a spread of 1.50% to 2.00f6rést is due and payable in arrears quarterliofors bearing interest at the base rate an
at the e nd of an interest period (or at each thresth interval in the case of loans with integgstiods greater than three months) in the case
loans bearing interest at the reserve adjusted RB&Ye. The Term Loan is payable in quarterly ifsints of principal equal to $1.6 million
that began on December 31, 2013, with the remaioirtigtanding principal amount of the Term Loan balne and payable on the Maturity
Date. By entering into the Credit Agreement, weehassumed risks associated with variable intea¢ss based upon a variable base rate or
LIBOR. As of March 31, 2014, the weighted averagerest rate on the Term Loan was 1.97%. The effieah immediate 10% change in
interest rates would not have a significant immacour results of operations.

Foreign Currency Exchange Rate Risk

While the majority of our sales are denominatedmited States dollars, we also sell our productssavices in certain European
regions in Euros and in British Pounds, which mesdased our foreign currency exchange rate fltictuaisk.

While we do not hedge for speculative purposes, @sult of our exposure to foreign currency exdearate fluctuations, we enter into
forward exchange contracts to hedge our foreigreogy exposure to the Brazilian Real, Euro, Brifkghund, Israeli Shekel,apanese Yen, a
Mexican Peso relative to the United States DoWlée. mitigate bank counterparty risk related to aueign currency hedging program through
our policy that requires us to execute hedge cotgraith banks that are among the world’s larg@étdanks, as ranked by total assets in U.S.
dollars.

41




As of March 31, 2014, we had outstanding forwarchexge contracts to sell 41illion Brazilian Reals at 2.41, buy 7.1 milliorhiDese
Yuan at 5.92, sell 26.5 million Euros at 1.38, BLiy million British Pounds at 1.68, sell 34.7 nailii Israeli Shekels at 3.49, sell 410.6 million
Japanese Yen at 102.12, and sell 12.6 million Mexieesos at 13.31. These forward exchange conlradtge our net position of foreign
currency-denominated receivables, payables andiEdahces and typically mature in 360 days or l&sof March 31, 2014, we also had net
outstanding foreign exchange contracts to sell tfillBon Euros at 1.31, sell 8.7 million British Riods at 1.54 and buy 43.5 million Israeli
Shekels at 3.71. These forward exchange contreantsed at fair value, typically have maturitiesnodre than 360 days.

We also have a cash flow hedging program underiwiviz hedge a portion of anticipated revenues,afastvenues and operating
expenses denominated in the Chinese Yuan, EurtisiBRound and Israeli Shekel. As of March 31, 20dglhad outstanding foreign excha
contracts to buy 101.3 million Chinese Yuan at 6sE3 20.4 million Euros at 1.38, sell 4.6 milli@nitish Pounds at 1.66, and buy 19.1 mill
Israeli Shekels at 3.49. These forward exchang&acincarried at fair value, typically matures3B0 days or less. As of March 31, 2014, we
had net outstanding foreign exchange contracteltd 6.1 million Euros at 1.35, buy 4.6 million Bsh Pounds at 1.53, and buy 57.0 million
Israeli Shekels at 3.59. These forward exchangeaas, carried at fair value, typically have métes of more than 360 days.

Based on our overall currency rate exposure asastM31, 2014, a near-term 10% appreciation oredégiion 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 foreignremicies or may, for specific customer situatiomgase to sell in foreign currencies in our
other regions, thereby further increasing our fimedxchange risk. See Note 12 of Notes to Conde@sedolidated Financial Statements for
further information on our foreign exchange derives.

Item 4. CONTROLS AND PROCEDURES
Evaluation of disclosure controlsand procedures.

Our management evaluated, with the participatiooufChief Executive Officer and our | nterim Chighancial Officer, the
effectiveness of our disclosure controls and pracesias of the end of the period covered by thiart@dy Report on Form 1Q- Based on thi
evaluation, our Chief Executive Officer and ourehiin Chief Financial Officer have concluded that disclosure controls and procedures are
effective to provide reasonable assurance thatrimdtion we are required to disclose in reports wfile or submit under the Securities
Exchange Act of 1934 (i) is recorded, processeaysarized and reported within the time periods djg&tin Securities and Exchange
Commission rules and forms, and (ii) is accumulated communicated to Polycom’s management, inctudur Chief Executive Officer and
our Interim Chief Financial Officer, as appropri&deallow timely decisions regarding required discire.

Changesin internal control over financial reporting.

There was no change in our internal control oveairicial reporting that occurred during the threetn® ended March 31, 2014 that has
materially affected, or is reasonably likely to evally affect, our internal control over financigporting.
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PART Il OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS
Litigation and SEC I nvestigation

The information set forth in the section entitlddtigation and SEC Investigation” in Note 18 of Mstto Condensed Consolidated
Financial Statements in Part I, Iltem 1 of this Rémincorporated herein by reference.

ITEM 1A. RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE RISKS DESCRIBEDCBN 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 MAYQAINMPAIR OUR BUSINESS OPERATIONS. OUR BUSINESS O@H
HARMED BY ANY OR ALL OF THESE RISKS. THE TRADINEE®F OUR COMMON STOCK COULD DECLINE SIGNIFICANT
DUE TO ANY OF THESE RISKS, AND YOU MAY LOSE ALPART OF YOUR INVESTMEN. IN ASSESSING THESE RISKS, YOU
SHOULD ALSO REFER TO THE OTHER INFORMATION CONTAINIR INCORPORATED BY REFERENCE IN OUR ANNUAL REPOF
ON FORM 10-K, INCLUDING OUR CONSOLIDATED FINANCIBTATEMENTS AND RELATED NOTES.

Competition in each of our marketsisintense, and our inability to compete effectively could significantly harm our business and results of
operations.

We face intense competition in the Americas, EMBAJ Asia Pacific for our UC&C solutions productsiethplaces pressure on
average selling prices for our products. Some ofcompetitors compete with us in more than one gggaiyc theater and across all of our
product categories. Our major global competitaCimco Systems. Our other global competitors incladaya, Blue Jeans Network, Hua wei
and Logitech.

Our competitive landscape continues to rapidly evals we move into new markets for video collabonasuch as mobile, browser-
based, and cloud-delivered video. Our competittss eontinue to develop and introduce new techriegygometimes proprietary, that
represent threats through closed architectures, asiSkype, Google Talk/Hangouts, and Apple FaceTile also compete with other
offerings such as Cisco Systems’ Jabber and Weh#&xXCé#rix Systems’ GoToMeeting with HD Faces. Marfythese companies have
substantial financial resources and productionketarg, engineering and other capabilities withathtio develop, manufacture, market and
their products, which may result in our havingdwér our product prices and increase our spendingarketing, which would
correspondingly have a negative impact on our negsmand operating margins.

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

. provide and sell a broad range of UC&C hardwaresaftivare solutions and services, including moaiid cloud-based
solutions, and our ability to bring such productsitarket on a timely basi

« competitively price our products and solutions;
. provide competitive product performance;

. be successful in multiple markets with differinguuéements, including, but not limited to, mobildeo, social video,
subscription-based video delivered from the clood service provider markets, and with various s types of
customers

. introduce new products and solutions in a timelynea;
. reduce production and service costs;
. provide required functionality such as securityiatality, and scalability;

« ensure investment protection through interopergtaind backwards- and forwards-compatibility wither UC&C systems
and solutions

« continue differentiation through open standardslaodd interoperability of our infrastructure inngplex environments
where integration with other thi-party technologies, such as Microsoft Lync, isicait,

«  successfully integrate our products with, and djgeoar products on, existing customer platforms @vsumer devices;

- gain market presence and brand recognition;
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« extend credit to our partners;
« conform to open standards;

« successfully address disruptive technology shiftsmew business models, such as cloud-based amhsetbased UC&C
solutions and mobility and consumer solutions;

« successfully address the transition in the mauosh forincipally hardware based point products fatians including
hardware, software and servic

Our competitive environment also differs by geotpapCisco Systems is our primary global compeiitcall theaters and categories in
which we compete. In the Asia Pacific region, wdiadnally compete with China-based competitorshsas Huawei and ZTE Corporation, as
well as Sony Corporation, Zylotech Ltd., ClearOr@ar@nunications, Inc., Grandstream Communications, bmd other smaller competitors.

We may not be able to compete successfully agaumsturrent 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 piimproved performance. New product i
ntroductions by our current or future competitarspur delay in bringing new products to marketldacause 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 ohtextogies obsolete. We also believe we will facréasing competition from alternative
UC&C solutions that employ new technologies or m®mbinations of technologies. Further, the comnixation of certain video conferenci
products is leading to the availability of altefmaf lower-cost UC&C products than ours, such asehoffered by Apple, Google, Logitech,
Skype and others, which could drive down our splees and negatively impact our revenues.

Increased consolidation and the formation of strategic partnershipsin our industry may lead to increased competition which could adversely
affect our business and future results of operations.

Strategic partnerships and acquisitions are ba&ingdd and announced by our competitors on a re@akis, which increases
competition and often results in increased downvpaedsure on our product prices. For instance, v@iisco Systems acquired Tandberg A
previously our largest independent competitor, @@ to compete with a larger combined company wihificantly greater financial and sales
and marketing resources, an extensive channel newnal an expanded video communications solutiom&lpct line. This product line is oft
sold in conjunction with Cisco Systenm®oprietary network equipment and technology asraptete solution, making it more difficult for us
compete against them or to ascertain pricing onpatitive products. In addition, Cisco Systems ms& iis dominance in network equipment
to foreclose competition in the UC&C solutions n&trkCisco Systems may also preclude our competitiwducts from being fully
interoperable with Cisco Systems endpoints, vidé@structure and/or network products. Similarlyaga acquired Konftel and RADVISIOI
and Logitech acquired LifeSize. These consolidatiand partnerships have resulted in increased ddiapend pricing pressure, as the newly
combined entities have greater financial resourdesper mass market sales channels and greateggdtexibility than we do. Acquisitions or
partnerships made by one of our strategic parcmurkl also limit the potential contribution of aatrategic relationships to our business and
restrict our ability to form strategic relationshiwith these companies in the future and, as dtyésum our business. Rumored or actual
consolidation of our partners and competitors liki#ly cause uncertainty and disruption to our hass and can cause our stock price to
fluctuate.
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Global economic conditions have adversely affected our business in the past and could adversely affect our revenues and harm our business
in the future.

Adverse economic conditions worldwide have conteduo slowdowns in the communications and netwaykndustries and have
caused a negative impact on the specific segmadtsarkets in which we operate. As our businesgmasn, we have become increasingly
exposed to adverse changes in general global edormamditions, which can result in reductions ipital expenditures by end-user customers
for our products, longer sales cycles, the defemralelay 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 anbpean and domestic debt and budget issues, certntreate uncertainty and
unpredictability that have contributed to longditisg cycles and cause us to continue to be castaout our future outlook, including our
near-term revenue and profitability outlook. Foample, we have recently seen weakening demandageéi sales cycles in the public sector,
which includes federal, state and local governmexgtsvell as healthcare and education, which wiev®lvere due in large part to budget
constraints, as well as political issues. A glamnomic downturn would negatively impact technglegending for our products and services
and would materially adversely affect our busineggrating results and financial condition. Furtlez have recently seen slower growth thar
we anticipated in China, India, and other growthrkats, which we believe is due in part to macroreenic factors. Further, global economic
conditions have resulted in a tightening in thelitrenarkets, low liquidity levels in many financialarkets, decrease in customer demand and
ability to pay obligations, and extreme volatilitycredit, equity, foreign currency and fixed incemarkets.

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

Our quarterly operating results may fluctuate significantly and are not necessarily a good indicator of future performance.

Our quarterly operating results have fluctuatethenpast 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:

» fluctuations in demand for our products and sesjigepart due to uncertain global economic coadgiand increased
competition, as well as transitions in the marketshich we sell products and servic

« our ability to execute on our strategic and opegafilans;
« changes to our global organization and retentiokegfpersonnel;
« slowing sales or variations in sales rates by banaoel partners to their customers;

« changes to our channel partner programs, contaactstrategy that could result in a reduction artimber of channel
partners, could adversely impact our revenues apgbgnargins as we realign our discount and rgivagrams for our
channels, or could cause more of our channel partneadd our competitC 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 proid;
«  the level and mix of inventory that we hold to mgtire demand;

« 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 @umhd potential new rules and regulatic

« changes in the underlying factors and assumptisad in determining stock-based compensation;

« fluctuations in the level of international saleslar exposure to foreign currency fluctuationsboth revenues and
expenses

« dependence on component suppliers and third paatufacturers, which includes outside developmemufzaturers, and
the associated manufacturing co

- the impact of increasing costs of freight and congmts used in the manufacturing of our productsthegbotential negative
impact on our gross margir

- the magnitude of any costs that we must incur énethent of a product recall or of costs associaiit product warranty
claims;
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« the impact of seasonality on our various produdiand geographic regions; and

« adverse outcomes in intellectual property litigatésd other matters and the costs associated sstrting and enforcing our
intellectual property portfolic

As a result of these and potentially other factaes believe that period-to-period comparisons aftastorical results of operations are
not necessarily a good predictor of our future grenfance. If our future operating results are betosvexpectations of stock market securities
analysts or investors, or below any financial gnawe may provide to the market, our stock prigkelikely decline. Financial guidance
beyond the current quarter is inherently subjegiraater risk and uncertainty, and if the transgin our markets accelerate, our ability to
forecast becomes more difficult.

We face risks associated with developing and marketing our products, including new product development and 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#iibrideo 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 ensjghan software products and new, lower cost harelyweoducts. Historically, our focus has
been on premise-based solutions for the enteraridgublic sector, targeted at vertical markewdyiting finance, manufacturing, government,
education and healthcare. In addition, in respémsenerging market trends, and the network effaéged by business-to-business and
business-to-consumer adoption of UC&C, we are edipgnour focus to capture opportunities within egieg markets including mobile, small
and medium businesses (“SMBs”), and cloud-basesatgl If we are unable to successfully captures¢hmarkets to the extent anticipated, or
to develop the new technologies and partnershipsined to successfully compete in these markets) tur revenues may not grow as
anticipated and our business may ultimately be kdri@iven the competitive nature of the mobile stdy changing end user behaviors and
other industry dynamics, these relationships mayemolve into fully-developed product offeringstoanslate into any future revenues.

The success of our new products depends on sdaetats, including proper new product definitionpguct cost, infrastructure for
services and cloud delivery, timely completion &mdoduction of new products, proper positioningl gmicing of new products in relation to
our total product portfolio and their relat pricing, differentiation of new products frotmose of our competitors and other products in e
portfolio, market acceptance of these productsthedbility to sell our products to customers awpeehensive UC&C solutions. Other factors
that may affect our success include properly adilnigshe complexities associated with compatibibigues, channel partner and sales force
training, technical and sales support, and fiegpsuit.

In addition, we are making additional investmentsi¢liver cloud-based and mobile UC&C solutions] e continue to invest in
immersive telepresence solutions. Ultimately, passible that our increased investments in thessesamay not yield the planned financial
results. In addition, in our high-end UC&C so lutip such as immersive telepresence, that typioadjyire 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 recogratid market presence with many
potential customers.

We also need to continually educate and train bannel partners to avoid any confusion as to tiseallity of new product offerings
and solutions compared to our existing productrofés and to be able to articulate and differeattae value of new offerings over those of
competitors. As the market evolves, our distributisodel and channel partners may change as wadiin@the last few years, we launched
several new product offerings, including new sofeydnardware and cloud-based solutions, and theseroducts could cause confusion
among our channel partners and end-users, theealsyng them to delay purchases of our new produttkthey determine their market
acceptance, or as they consider a more compreleed§l&.C strategy versus point product or endpoiny dieployments. Any delays in future
purchases could adversely affect our revenuess gnasgins and operating results in the period eflay.
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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 témical competencies. We are attempting to addhese 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 nmygo smoothly, causing an increased risk of inmgnbbsolescence 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, inability 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$eghich could seriously harm our
results of operations.

We have experienced delays in the introductionestfain new products and enhancements in the pastd@lays in product release dates
that we experienced in the past have been duetoréasuch as unforeseen technology issues, mautifagramping issues and other factors,
which we believe negatively impacted our salesmaedn the relevant periods. Any of these or ofhetors may occur again and delay our
future product releases. Our product developmenigy are dispersed through out the United Staeter international locations such as
China, India and Israel. As such, disruption dugeopolitical conflicts could create an increadsH of delays in new product introductions.

We produce highly complex communications equipmehich includes both hardware and software andrpm@tes new technologies
and component parts from different suppliers. Resglproduct defect and technology and quality ésscould cause delays in new product
introduction. Component part short ages could edae delays in product delivery and lead to irsgdaosts. Further, some defects may not
be detected or cured prior to a new product lauacimay be detected after a product has already lae@ched and may be incurable or result
in a product recall. The occurrence of any of thesets could result in the failure of a partiakatire product line or a withdrawal of a prod
from the market. We may also have to invest sigaift capital and other resources to correct thes@ems, including product reengineering
expenses and inventory, warranty and replacemestis.cbhese problems might also result in claims&agas by our customers or others and
could harm our reputation and adversely affectriigales of our products.

Any delays for new product offerings currently undevelopment, including product offerings for mebtloudbased delivery, softwa
delivery or any product quality issues, produckedefssues or product recalls could adversely affecmarket accept ance of these products,
our ability to compete effectively in the marketdeour reputation with our customers, and theredotdd lead to decreased product sales and
could harm our business. We may also experienceetiation of orders, difficulty in collecting accots receivable, increased service and
warranty costs in excess of our estimates, diversfaesources and increased insurance costs hadlosses to our business or to end-user
customers.

Product obsolescence or discontinuance and exogsaiory can negatively affect our results of ogierss.

The pace of change in technology development attikimelease of new products has increased anghécted to continue to increase,
which can often render existing or developing tetbgies 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, ¢ an require wdt@wns in inventory value. For each of our produttts,potential exists for new products to
render existing products obsolete, cause inverst@fi@xisting products to increase, cause us toditue a product or reduce the demand for
existing products.

Further, we continually evaluate our product libeth strategically and in terms of potential growates and margins. Such evaluations
could result in the discontinuance or divestitur¢hose products in the future, which could beuji$ive and costly and may not yield the
intended benefits. For example, we divested owarprise wireless solutions business in Decembe2.201

47




We face risks related to the adoption rate of nesthologies.

We have invested significant resources developingyrcts that are dependent on the adoption ratewftechnologies. For example,
Polycom® RealPresenc&One and PolycorfiRealPresenc®Virtual Edition platform software solutions are éagent on enterprise adoption
of software based video bridging applicationsh# software related video bridging market doesgnotv as we anticipate, or if our strategy for
addressing the market, or execution of such styategot successful, our business and resultpefations could be harmed. In addition, we
develop new products or make product enhancemastdtupon anticipated demand for new featureswaradibnality. Our business and
revenues may be harmed if the use of new techreddbat our future products are based on doesceat;daf we do not anticipate shifts in
technology appropriately or rapidly enough; if thevelopment of suitable sales channels does natcococcurs more slowly than expected;
if our products are not priced competitively or act readily adopted; or if the adoption ratesuaftsnew technologies do not drive demand fo
our other products as we anticipate. For exam{ilegagh we believe increased sales of UC&C solgtiwiil drive increased demand for our
UC hardware and software platform products, suchemised demand may not occur or we may not bdodfie same extent as our
competitors. We also may not be successful in irgatemand in our installed customer base for prtsdithat we develop that incorporate new
technologies or features. Conversely, as we seadbption rate of new technologies increase, prosiiles of our legacy products may be
negatively impacted, which could materially impaat revenues and results of operations.

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, pdatituour new product offerings on which we areyied) on for future revenues, such as
product offerings for platform software, new hardevproducts and cloud-based delivery, our busiaedsoperating results would be harmed.
Further, revenues relating to new product offesrage unpredictable, and new products typicallyeHawer gross margins for a period of time
after their introduction and higher marketing aatks costs. As we introduce new products, theydcimgreasingly become a higher percentag
of our revenues. Our profitability could also begatvely affected in the future as a result of @wnihg competitive price pressures in the sale
of UC&C solutions equipment and UC platform produéturther, in the past we have reduced pricesdardo expand the market for our
products, and in the future, we may further reduiees, introduce new products that carry lowergima in order to expand the market or
stimulate demand for our products, or discontinistimg products as a means of stimulating growth hew product.

Finally, if we do not fully anticipate, understaadd fulfill the needs of end-user customers inviirtical markets that we serve, we may
not be able to fully capitalize on product salde those vertical markets and our revenues mayrdigly, fail to grow as anticipated or may
be adversely impacted. We face similar risks agxpand 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 aiséed technologies has increased the need for eetlgsroduct warranty and service
capabilities, including integration services, whinhy require us to develop or acquire additionabaded service capabilities and make
additional investments. If we cannot adequatelyettgyand 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 telepresendatisms are complex sales transactions, and theausadcustomer typically purchases
an enhanced level of support service from us g0 aasure that its significant investment can Iy faperational and realized. Thigquires u
to provide advanced services and project manageimégrtms of resources and technical knowledg@defcustomer’s telecommunication
network. If we are unable to provide the propeelef support on a cost efficient basis, it mayssadamage to our reputation in this market
and may harm our business and results of operations
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If wefail to successfully attract and retain highly qualified management personnel and key employees, our business may be harmed.

Our future success will depend in part on our cared ability to hire, assimilate and retain highbalified senior executives and other
key management personnel. As new hires assessathas of responsibilities and define their orgatnins, disruption to the business and
additional organizational changes or restructugotions and charges could occur. We have had tarriova number of senior executive
positions, including our chief executive officeyrahief financial officer, our head of worldwidalss, our chief marketing officer and head of
worldwide engineering. In December 2013, we apjgairst new CEO and in March 2014, we appointed @&nimtchief financial officer. This
transition, along with the hiring of other new saninanagers, may be disruptive to our businessifamel are unable to execute an orderly
transition, our revenue, operating results andniife condition may be adversely impacted. Futin@nges to our executive and senior
management teams, including new executive hirekepartures, could cause further disruption to thertess and have a negative impact on
our operating performance, while these operatiangds are in transition. Competition for qualifeeacutive and other management personne
is intense, and we may not be successful in aittigact retaining such personnel.

I mpairment of our goodwill or other assets would negatively affect our results of operations.

As of March 31, 2014, our goodwill was approximateb59. 2 million and other purchased intangibketswere approximately $34.1
million, which together represent a significanttpmr of the assets recorded on our consolidateghical sheet. Goodwill and indefinite lived
intangible assets are reviewed for impairmentadtlannually or sooner under certain circumstar@#ser intangible assets that are deemed t
have finite useful lives will continue to be ampetil over their useful lives but must be revieweadrfgpairment when events or changes in
circumstances indicate that the carrying amouthe$e assets may not be recoverable. Screeniagdoassessing whether impairment
indicators exist, or if events or changes in cirstances have occurred requires significant judgnidrgrefore, we may be required to take a
charge to operations as a result of future goodwaidl intangible asset impairment tests. The deesdasevenue and stock price that have
occurred as a result of global economic factorserglch impairment more likely to result. If impaém is deemed to exist, we would write-
down the recorded value of these intangible assdtsir fair values and these write-downs couldvhaur business and results of operations.
Further, we cannot assure you that future inveniomestment, license, fixed asset or other assgggowns will not happen. If future write-
downs do occur, they could harm our business asultseof operations.

Difficultiesin identifying and integrating acquisitions could adversely affect our business.

We have spent and may continue to spend signifiegaturces identifying and acquiring businesses.prbcess of identifying suitable
candidates and integrating acquired companiesomtaperations requires significant resources artiinie-consuming, expensive and
disruptive to our business. Failure to achieveathiicipated ben efits of any acquisitions couldhhaur business, results of operations and cas
flows. Additionally, we may incur material chargaeduture quarters to reflect additional costs assed with any future acquisition we may
make. We may not realize the benefits we anticifrat® our acquisitions because of the followingn#igant challenges:

. incorporating the acquired company’s technology pirdiucts and services into our current and futuoeluct lines,
including providing services that are new for

. potential deterioration of the acquired companytmpict sales and revenues due to integration eievand management
distraction;

. managing integration issues;

. potentially creating confusion in the marketplaganeffectively distinguishing or marketing the grect and services
offerings of the newly acquired company with ouisérg product and services line

« entering new businesses or product lines;
. potentially incompatible cultural differences beémghe two companies;
« geographic dispersion of operations;

. interruption of manufacturing operations as wedgiton an acquired company’s manufacturing to aitsourced
manufacturing mode

« generating marketing demand for an expanded prdithegt
« distraction of the existing and acquired salesdaharing the integration of the companies;

« distraction of and potential conflict with the agga company’s products and services in regaraait@xisting channel
partners
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« the difficulty in leveraging the combined technaksgand capabilities across all product lines arsiamer bases; and

« our inability to retain the customers or employekan acquired company.

Our failureto successfully implement restructuring plansrelated to vacant and redundant facilities could adver sely 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 itlBnredundant facilities, we would develop a ptarexit 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 sublease income is lmasedrrent comparable rates for lease s in theentisie markets. If actual sublease income i
lower than our estimates for any reason, if it sake longer than we estimated to sublease thetiidacor if the associated cost of, or our
recorded liability related to, subleasing or terating our lease obligations for these facilitiegrieater than we estimated, we would incur
additional charges to operations which would hatmtsiness, results of operations and cash flows.

We experience seasonal demand for our products and services, which may adversely impact our results of operations during certain periods.

Sales of some of our products have experiencedsabfuctuations 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 quartezaith year. Further, the timing of fiscal year
ends for our government and enterprise customeysresalt in significant fluctuations from quarterquarter. 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 significant amount of our sales may occur at the end of a quarter and certain of our service
provider contractsinclude contractual acceptance 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 defeladge part upon the volume and timing of chamaetner orders received during a
given quarter and the percentage of each ordemaire able to ship and recognize as revenueglaenh quarter, each of which is extremely
difficult to forecast. We have experienced long®es cycles in connection with our high-end UC&@usons, 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 notoegnized until the product has been
accepted by the end-user, resulting in furthermaeeunpredictability.

Our expectations for both short and Iaiegm future revenues are based almost exclusivelyuo own estimate of future demand and
on firm channel partner orders. Our expense leagdased 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, tin@redictability 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 thstfguarter of 2014, approximately 54% of our quirteevenues were recognized in the third
month of the quarter. Accordingly, if for any reaswrders and revenues do not meet our expectdtianparticular period, we will be limited
in our ability to reduce expenses quickly, and sigyificant shortfall in demand for our productgdtation to our expectations would have an
adverse impact on our operating results.
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Delays in receiving contractual acceptance will sawelays 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 ptegee provisions which vary depending upon the tyfgproduct and individual terms
of the contract. In addition, acceptance criterayrpe required in other contracts in the futur@eshgling upon the size and complexity of the
sale and the type of products ordered. As we iserear focus on growing our service provider bussrend cloud and m anaged services, it i
likely that an increased amount of our revenue lélisubject to such contractual acceptance terchsndastones, and we may introduce new
revenue models that could result in less revenireglyecognized upfront. Accordingly, we defer reveruntil the underlying acceptance
criteria in any given contract have been met. Ddpgnupon the acceptance terms, the timing of ékaeipt and subsequent shipment of an
order may result in acceptance delays, may rechecpredictability of our revenues, and, conseqyenthy adversely impact our revenues anc
results of operations in any particular quarter.

We facerisksrelated to our dependence on channel partnersto sell our products.
Conflicts and competition with our channel partnarsl strategic partners could hurt sales of ourgwots.

We have OEM agreements with major telecommunicatéxjuipment 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 chgraréhers o r our OEM partners. Conflicts among@BM partners could also make
continued partnering with these OEM partners imnsirggy difficult. Our OEM partners may decide taemninto a new OEM partnership with a
company other than us, or develop products of their, or acquire such products through acquisitibat compete with ours in the future,
which could adversely affect our revenues and tesidloperations. For example, Cisco Systems Hasnred us that it will end of life, and w
therefore no longer resell, the IP conference phdimey purchase from us, which is expected to reduc 2014 revenue by approximately
$40.0 million compared to 2013. Because many ofobiannel partners also sell equipment that compeéthsour products, these channel
partners could devote more attention to these gteetucts which could harm our business. Furtren gesult of our more direct-touch sales
model, we may alienate some of our channel partrecause a shift in product sales from our tradai channel model. Due to these and othe
factors, channel conflicts could arise which catlsnnel partners to devote resources to non-Polymynmunications equipment, or to offer
new products from our competitors, which would riegdy affect our business and results of operation

In addition, we are focusing on our strategic penghips and alliances with Microsoft, AT&T, BroadSand IBM. Defining, managing
and developing these partnerships is expensiveimedconsuming and may not come to fruition or¢itlle desired results, impacting our
ability to effectively compete in the market anda&e advantage of anticipated future market gro®wtin example, our key strategic
relationship with Microsoft in which we are jointtleveloping and marketing a UC&C solution that lages the demand for Microsoft's next
generation UC server could negatively impact oulitalto compete effectively in the UC&C marketptaif we are unsuccessful. Our mobile
solutions are also dependent on our ability to essfilly partner with mobile device 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 obligatisnsh as development efforts, which could triggeénte@mded penalty or other provisions in
the event that we fail to fully perform our contized commitments or could result in additional sdstyond those that are planned in order to
meet these contractual obligations.

As we continue to build strategic partnerships wibimpanies, conflicts between our strategic pagreauld arise which could harm o
business.

Some of our current and future products are diyemimpetitive 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 compeid-teehead with us or to significantly reduce or
eliminate their orders of our products or designteahnology out of their products. Further, sorhew products are reliant on strategic
partnerships with call manager providers and waeldC&C platform providers. These partnershipsltésinteroperable features between
products to deliver a total solution to our muteatl-user customers. Competition with our partneedliof the markets in which we operate is
likely to increase, which would adversely affect oevenues and could potentially strain our exgstielationships with these companies.

51




We are subject to risks associated with our chapaeiners’ sales reporting, product inventories gdduct sell-through.

We sell a significant amount of our products toratel 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 mgitasis. To date, we believe this data has beeergiynaccurate. To the extent that this sale
out and channel inventory dat a is inaccurate orexeived timely, our revenue estimates for fupggods may be less reliable. Further, if
these channel partners are unable to sell an ategoeunt of their inventory of our products inigeg quarter or if channel partners decide tc
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,ale® face the risk that some of our channel
partners have inventory levels in excess of futunicipated sales. If such sales do not occurartithe frame anticipated by these channel
partners for any reason, these channel partnersuaizstantially decrease the amount of product tindgr 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 programstmannel 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 thaitractual 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 p artner contracts. These changes cpslet our channel partners with the
effect that they could add competitive productthtr portfolios, delay advertising or sales of puwducts, 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 contractuahdes.

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

We have seen consolidation among certain of owtiagi channel partners and strategic partneraidh mstances, we may experience
changes to our overall business and operatioratioakhips due to dealing with a larger combinetitygrand our ability to maintain such
relationships on favorable contractual terms malrbiged. Depending on the extent of these chamgesother disruptions caused to the co
mbined businesses during the integration periagtithing and extent of revenue from these chanaghprs may be adversely affected.

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

Many of our channel partners that carry multiplédyPom products, and from whom we derive significeeenues, are thinly capitaliz
Although we perform ongoing evaluations of the dwedrthiness of our channel partners, the failuréhese businesses to establish andains
profitability, obtain financing or adequately fundpital expenditures could have a significant niggagffect on our future revenue levels and
profitability and our ability to collect our receisles. As we grow our revenues and our customey, loas 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 companieséaddil bankruptcy, jeopardizing the collectabilifyour receivables from such channel part
and negatively impacting our future results.

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 ceasito future order levels from our
channel partners. In the event of a terminatiofy of our major channel partners, we believettimenduser customer would likely purchi
from another one of our channel partners, buti§f dd not occur and we were unabl e to rapidlyaep that revenue source, its loss would
harm 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 lasush as global anticorruption
laws. Noncompliance with such standards or lawsdcharm our reputation and could result in harmuo business and results of operation
the event we were to become involved in an invgegion due to such noncompliance by a channel @artn
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International sales and expenses represent a significant portion of our revenues and operating expenses and risks inherent in international
operations could harm our business.

International sales and expenses represent aisamifortion of our revenues and operating experesed we anticipate that
international sales and operating expenses willicoa to increase. In each of the three monthsemiach 31, 2014 and 2013, international
revenues represented 59% of our total revenuenitional sales and expenses are subject torcartarent risks, which would be amplified
if our international business grows as anticipateduding the following:

- adverse economic conditions in international marksmch as the restricted credit environment amdre@n credit concerns
in EMEA and the recent reduced government spenalingelongated sales cycles we have seen in C

. information security, environmental and trade prtan measures or sanctions and other legal andategy requirements,
some of which may affect our ability to import qaroducts, to export our products from, or sell praducts in various
countries, such as the recent trade sanctions mdpmg the U.S. Department of the Treasury on aentalividuals and
entities in Russie

. foreign currency exchange rate fluctuations, iniclgdhe recent volatility of the U.S. dollar, afettimpact of our underlying
hedging programs

. unexpected changes in regulatory requirementsaiftst
. longer payment cycles;

« cash repatriation restrictions;

. potentially adverse tax consequences; and

« the impact of instability in the Middle East or i@ty action or other hostilities on foreign market

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 préslircinternational markets. To the extent we arahle to expand international sales in a
timely and cost-effective manner, our businessatbel harmed. We may not b e able to maintain aease 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 requdstgih their currency. We maintain local
currency pricing in the European Union and the &thiKingdom whereby we price and invoice our proslaetd services in Euros and British
Pounds. In addition , some of our competitors aulyanvoice in foreign currency, which could belisadvantage to us in those markets wher
we do not. Our international operating expenseganearily denominated in foreign currency with offsetting revenues in those currencies
except for the Euro and British Pound. As a restthese factors, we expect our business will Heenmable to currency fluctuations, which
could adversely impact our revenues and marginswiWeontinue to evaluate whether it is necesgargienominate sales in local currencies
other than the Euro and the British Pound, dependincustomer requirements.

We do not hedge for speculative purposes. As dtresaur increased exposure to currency fluctuadjove 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 thd).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 numifectdrs, including the actual level of foreign @ncy denominated revenues, the exchanc
rate in our underlying hedge contracts and theahetxchange rate during the quarter. As a resuwitiofprogram, we increased operating inc
by $3.7 million and $2.3 million in fiscal year 2Dand 2013, respectively, and reduced operatingniecby $0.7 million in the first quarter of
2014. For further information on our hedging pragraee the section entitled “Quantitative and Qatalie Disclosures About Market Risk.”
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We continue to look for ways to improve and streamline our infrastructure, including implementing a new integrated financial information
system and other information technology and processes, and if we do not appropriately manage these implementations, our operating results
may be negatively affected.

To manage our business effectively, we must coattouimprove and streamline our infrastructureluding information technology ar
processes, financial operating and administratpggesns and controls in an efficient manner. We pdacontinue to improve our information
technology systems and underlying business prosgagdch will require significant management tirmepport and cost. Moreover, there are
inherent risks associated with implementing newiesyis that may affect our ability to manage our didtae do not successfully implement,
improve or maintain these systems, our operatioag Ine disrupted and our operating results couldarmed. In addition, these systems or
their functionality may not operate as we expeehtho, and we may be required to expend significesdurces to correct problems or find
alternative sources for performing these functieviich makes our ability to forecast and effectvebntrol our operating expenses more
challenging. For example, as part of our efforimtprove efficiencies throughout our worldwide orgaation, we have begun the
implementation of a new integrated financial infatian system. This implementation is expected todrapleted in two phases with the
financial accounting processes being implementeddrthird quarter of 2014 and the operations camepts in early 2015. The successful
conversion from our legacy financial systems t@w imtegrated financial information system entailsumber of risks due to the complexity of
the conversion and implementation process. Thardeano assurance that the conversion to, andrplementation of, the new financial
information system will not impede our ability teceive and process orders and accurately and tipnepare, analyze and report the financial
data we use in making operating decisions and wioich the basis of the financial information welirate in the periodic reports we file with
the SEC.

We also have a Shared Services Center (“SSC”) iimBeChina, where we perform certain accountiogier entry and other functions
previously performed in regional headquarter laregj and we may expand our SSC operations in tbeeflf the controls we put in place w
respect to the SSC fail to operate effectively, lmusiness and results of operations could be harmed

We have limited supply sources for some key components of our products and services and for the outside development and manufacture of
certain of our products, and our operations could be harmed by supply or service interruptions, component defects or unavailability of these
components or products.

Some key components used in our products are dlyrgarailable from only one source and others awgdlable from only a limited
number of sources, including some key integratezlit and optical elements. Because of such lavsteurces for component parts, we may
have little or no ability to procure these partsfavorable pricing terms. We also obtain certaimponents fom suppliers in China, Japan, ¢
certain Southeast Asia countries, and any politicaconomic instability in these regions in thiufe, natural disasters, disruptions associatec
with infectious diseases, or future import resioics, may cause delays or an inability to obtagséhsupplies. Further, we have suppliers in
Israel and any military action or war with otherddie Eastern countries perceived as a threat bytited States government may cause
delays or an inability to obtain supplies for ou€ glatform products.

We have no raw material supply commitments fromsuppliers and generally purchase components emchg@se order basis either
directly or through our contract manufacturers. 8ahthe components included in our products, sigchnicroprocessors and other integrated
circuits, have been subject to limited allocatibgssuppliers. Component manufacturers may alsowra®the end of production of certain
components that we require for our products netzsgj the redesign a nd end of life purchasesuwrpart. In addition, companies with
limited or uncertain financial resources manufaemme of these components. Further, we do noyalhave direct control over the supply
chain, as many of our component parts are prodaraas by our contract manufacturers. In the etleat we, or our contract manufacturers,
unable to obtain sufficient supplies of componedéyelop alternative sources as needed, or congpuiitie limited financial resources go out
of business, our operating results could be sdsidiegmed. In addition, we may incur additional tsa® resolve these supply shortages, whict
would negatively impact our gross margins.

We have strategic relationships with third partedevelop and manufacture certain products fofrhe.loss of any such strategic
relationship due to competitive reasons, contradisputes, the financial instability of a strategartner or their inability to obtain any
financing necessary to adequately fund their oparat ¢ ould have a negative impact on our abititproduce and sell certain products and
product lines and, consequently, would adversdicabur revenues and results of operations. Wealamedependent upon third parties to
provide our managed services for our immersiveptelgence products. Any disruption in our managedcss for our customers may
materially adversely affect our ability to sell aormersive telepresence products and impact oatioakhip with the end users.
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Additionally, our HDX solutions and network syst@moducts are designed based on digital signal pemee and integrated circuits
produced by Texas Instruments and cameras prodyc@dC. If we could no longer obtain integratectaits or cameras from these suppliers,
we woul d incur substantial expense and take satistdime in redesigning our products to be corigpatwith components from other
manufacturers, and we might not be successful taining these components from alternative souncestimely or cost-effective manner. The
failure to obtain adequate supplies of vital congyun could prevent or delay product shipments, lwhiould harm our business. We also rely
on the introduction schedules of some key companiarthe development or launch of new products. dalays in the availability of these k
components could harm our business.

Our operating results would be seriously harmedelogipt of a significant number of defective comgiais 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 capacity constraints or our manufacturersfail to comply with laws or standards, our business
would be harmed.

We subcontract the manufacture of most of our prtedio Celestica, Askey, Foxconn and VTech, whiehadl third-party contract
manufacturers. We use Celestica’s facilities inilEimal and China and Askey’s, Foxconn’s, and VTedhtilities in China. Should there be i
disruption in the ability of these third party méexturers to conduct business for any reason, osinbss and results of operations would be
harmed. While we have begun to develop secondanufaaturing sources for certain products, Celestifailities are currently the
manufacturer for substantially all of these produand if Celestica experiences an interruptiopierations, suffers from capacity constraints,
or is otherwise unable to meet our current or ifproduction requirements we would experience ayded inability to ship our products, whi
would have an immediate negative impact on ourmege. Moreover, any incapacitation of any of ouowr subcontractors’ manufacturing
sites due to destruction, natural disaster or aingVents could result in a loss of product inventds a result of any of the foregoing, we may
not be able to meet demand for our products, wbiehd negatively affect revenues in the quartahefdisruption or longer depending upon
the magnitude of the event, and could harm ourtedjan. In addition, operating in the internatioealvironment exposes us to certain inheren
risks, including unexpected changes in regulateguirements and tariffs, difficulties in staffingcamanaging foreign operations and
potentially adverse tax consequences, all of whalkld harm our business and results of operations.

In addition, we expect our contractors to meetagerstandards of conduct, including standardsedlad the environment, health and
safety, general working conditions, and compliandé laws. Significant or continuing noncomplianafesuch 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 min eralsttie products we have manufactured.
These rules will result in additional time and cmstliligence our contractors and comply with tiectbsure requirements and they may also
affect the sourcing and availability of minerals wee in our products. Although we do not anticipatg material adverse effects based on 1
rules, we will need to ensure that our contractoraply with them.

We have outstanding borrowings under our credit facility, and may incur additional debt in the future, which may adversely affect our
financial condition and future financial results.

As of March 31, 2014, we had $246.9 million in tdoans outstanding under our credit agreement‘@nedit Agreement”). Our
indebtedness could have important consequencas tousiness; for example, it could:

. require us to dedicate a significant portion of cash flow to payments on our indebtedness, thenedhycing the availability
of cash flow to fund working capital, capital expéares, acquisitions and investments and otheerggicorporate purpose

. limit our flexibility in planning for, or reactingp, changes in our business and the markets inhwiécoperate;

. limit, along with the restrictive covenants contadrin the credit agreement, our ability to borraditional funds or to
borrow funds at rates or on other terms we finceptable;

. place us at a competitive disadvantage to our cttopethat have less debt; and

. increase our vulnerability to adverse economi@rimal, industry or competitive conditions, inclogiincreases in interest
rates.

In addition, it is possible that we may need tainadditional indebtedness in the future in tharay course of business. If new debt is
added to current debt levels, the risks describbede could intensify.
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Our credit facility contains covenants which may adversely impact our business, and the failure to comply with such covenants could cause
our outstanding debt to become immediately payable.

The Credit Agreement includes a number of custoraffigmative and negative covenants, including crés that limit or restrict us
and our subsidiaries’ ability to, among other tlsingrant liens, make investments, incur indebtesimasrge or consolidate, dispose of assets,
make acquisitions, pay dividends or make distriingj repurchase stock, enter into transactionsafitliates and enter into restrictive
agreements, in each case subject to customary texagfor a credit facility of this size and typ&e are also required to maintain compliance
with a consolidated fixed charge coverage ratioaednsolidated secured leverage ratio. Collegtjubkese covenants could constrain our
ability to grow our business through acquisitioreagage in other transactions. In addition, thediCAgreement includes customary events of
default that include, among other things, non-payndefaults, covenant defaults, inaccuracy of regméations and warranties, cross default tc
material indebtedness, bankruptcy and insolvenéyults, material judgment defaults, ERISA defaaltsl a change of control default. The
occurrence of an event of default could resulhimacceleration of the obligations under the Cradieement, which could have a material
adverse effect on our liquidity and ability to cotiour business.

Changing laws and increasingly complex corporate governance and public disclosure requirements could have an adver se effect on our
business and operating results.

Changing laws, regulations and standards, inclutlinge relating to corporate governance, sociaenmental 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 managesrt@ne 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 failimgbese procedures in the future could
result in time-consuming and costly activities,gutal fines and penalties, and diversion of mameage time, all of which could hurt our
business.

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 marketeduire us to incur costs or become the basi
for new or increased liabilities t hat could haveaterial adverse effect on our financial conditéonl results of operations.

The telecommunications industry is regulated byRéderal Communications Commission in the UnitedeStand similar government
agencies in other countries and is subject to dhgraplitical, economic, and regulatory influenc€fianges in telecommunications
requirements, or regulatory requirements in othdustries in which we operate now or in the futimehe United States or other countries
could mate rially adversely affect our businesgrapng results, and financial condition, includimgr managed services offering. Further,
changes in the regulation of our activities, suslnareased or decreased regulation affecting @rimmuld also have a material adverse 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 business could 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. ladlitidn, certain of our products are
developed and manufactured based largely or sofethird-party technology. These third-party softeviicenses and arrangements may not
continue to be available to us on commerci allysogable or competitive terms, if at all. The teration or impairment of these licenses could
result in delays or reductions in new product idtrctions or current product shipments until eqmakoftware could be developed, licensed
and integrated, which could harm our business asdlts of operations. Further, if we are unablelmin 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 termshmaynclear and may result in unanticipated obligestiregarding our product offerings.
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We rely on patents, trademarks, copyrights andersgkcrets to protect our proprietary rights whichymot be sufficient to protect our
intellectual property.

We rely on a combination of patent, copyright, &nawéirk and trade secret laws and confidentialitgg@dares to protect our proprietary
rights. Others may independently develop similappietary information and techniques or gain actesair intellectual property rights or
disclose such technology. In addition, we cannstigsyou that any patent or registered trademariedvby us will not be invalidated, ci
rcumvented or challenged in the U.S. or foreignntnes or that the rights granted thereunder witvide competitive advantages to us or that
any of our pending or future patent application e issued with the scope of the claims soughidyif at all. Furthermore, others may
develop similar products, duplicate our productgesign around our patents. In addition, foreigaliectual property laws may not protect our
intellectual property rights. Litigation may be Besary to enforce our patents and other intellepragerty rights, to protect our trade secrets,
to determine the validity of and scope of the pietary rights of others, or to defend against ckohinfringement or invalidity. Litigation
could result in substantial costs and diversioresburces which could harm our business, and wiel edtimately be unsuccessful in protect
our intellectual property rights. Further, our ifgetual property protection controls across owbgl operations may not be adequate to fully
protect us from the theft or misappropriation of ouellectual property, which could adversely hayar business.

We face litigation claims that might be costly to resolve and, if resolved adversely, may harm our operating results or financial condition.

We are a party to lawsuits in the normal courseusfbusiness. The results of, and costs assoasthdcomplex litigation matters are
difficult to predict, and the uncertainty assoadibtégth substantial unresolved lawsuits could hatmhwsiness, financial condition, and
reputation. Negative developments with respecetodg lawsuits could cause our stock price toidechnd an unfavorable resolution of any
particular lawsuit could have an adverse effecb@nbusiness and results of opera tions. In additie@ may become involved in regulatory
investigations or other governmental or privatealggoceedings, which could be distracting, expgnaind time consuming for us, and if
public, may also cause our stock price to be neglgtimpacted. We expect that the number and s@nite of claims and legal proceedings
that assert patent infringement claims or otheslliettual property rights covering our productshei directly against us or against our
customers, will increase as our business expanuschims or proceedings against us, whether nraits 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 agreementpay amounts to third parties pursuant to contedétulemnity provisions. Royalty or licensi
agreements, if required, may not be available ongdavorable to us or at all. In addition, we estgbat we may face legal proceedings for
matters unrelated to intellectual property. Fomegke, as described in the section entitled “LegatPedings,” a purported shareholder class
action suit and shareholder derivative lawsuitseNfidéed against the Company and certain of itsentrand former officers and directors. Such
shareholder activities or lawsuits, and any relgiadicity, may result in substantial costs andpaghother things, divert the attention of
management and our employees. An unfavorable o@dormny claim or proceeding against us could lzaneterial adverse impact on our
financial position and results of operations far geriod in which the unfavorable outcome occung, gotentially in future periods. Further,
any settlement announced by us may expose usttefurlaims against us by third parties seekingetemy or other damages which, even if
unsuccessful, would divert management attentiom fitee business and cause us to incur costs, ppssdierial, to defend such matters.

If wefail to manage our exposure to the volatility and economic uncertainty in the global financial marketplace successfully, our operating
results could be adver sely impacted.

We are exposed to financial risk associated wighgllobal financial markets, which includes volaiin interest rates, uncertainty in the
credit markets and instability in the foreign cmeg exchange market. Our exposure to market rsitefor changes in interest rates relates
primarily to our investment portfoliorad our term loan debt facility. The valuation of @westment portfolio is subject to uncertaintileat are
difficult to predict. Factors that may impact itslwation include changes to credit ratings or dyalf the securities, interest rate changes, the
ongoing strength and quality of the global creditrket and liquidity. All of the securities in oumiestment portfolio are investment-grade
rated, but the instability of the credit market Ikcbimpact those ratings and our decision to hos¢hsecurities, if they do not meet our
minimum credit rating requirements. If we shouldide to sell such securities, we may suffer logsgsincipal value that have significantly
declined in value due to the declining credit rqtiri the securities and the ongoing strength aadjthbal financial markets as a whole. The
interest rate on our term loan debt facility isdzhspon LIBOR and to the extent that LIBOR interegts increase, our annual interest expens
on this term loan debt will increase. With the aislity in the financial markets, we could incugsificant realized or other than temporary
impairment losses associated with certain of ouestments which would reduce our net income. We atsxy incur further temporary
impairment charges requiring us to record addifiomaealized loss in accumulated other compreherisieome. For more information
regarding the sensitivity of and risks associatét the market value of portfolio investments antérest rates, see the section entitled
“Quantitative and Qualitative Disclosures About MetrRisk.”
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Delays or loss of government contracts or failure to obtain required government certifications could have a material adverse effect on our
business.

We sell our products indirectly and provide sersit@ governmental entities in accordance with @eregulated contractual
arrangements. While reporting and compliance withegnment contracts is both our responsibility #relresponsibility of our partner, a lack
of reporting or compliance b y us or our partnergld have an impact on the sales of our producg®t@rnment agencies. Further, the United
States Federal government has certain certificai@hproduct requirements for products sold to tHéme are unable to meet applicable
certification or other requirements within the tineenes specified by the United States Federal gwwent, or if our competitors have
certifications for competitive products for whickeware not yet certified, our revenues and res@ilbperations would be adversely impacted.

Changesin our tax rates could adversely affect our future results.

We are a U.S. based multinational company subjeieb¢ in multiple U.S. and foreign tax jurisdictmrJnanticipated changes in our tax
rates could affect our fu ture results of operatiddur future effective tax rates, which are diffico predict, could be unfavorably affected by
changes in, or interpretation of, tax rules andif&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 lapses of the availability of th&. research and development tax credit, or
by changes in the valuation of our deferred tartgsand liabilities. Further, the accounting farcktcompensation expense in accordance witl
ASC 718 and uncertain tax positions in accordanite ASC 740 could result in more unpredictabilitydavariability to our future effective tax
rates.

We are also subject to the periodic examinatiomorfincome tax returns by the Internal RevenueiSerlnd other tax authorities, and
in some cases, we have received additional taxsaismmnts. We regularly assess the likelihood of im@veutcomes resulting from these
examinations to determine the adequacy of our piawifor income taxes. We may underestimate theooo¢ of such examinations which, if
significant, would have a material adverse effecbar results of operations and financial condition

Businessinterruptions could adversely affect our operations.

Our operations are vulnerable to interruption Iy, fearthquake, or other natural disaster, quarastor other disruptions associated witt
infectious diseases, national catastrophe, tetracisvities, war, ongoing disturbances in the MédHast, 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 leaveilnerable t o the loss of our intellectual praper 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 assessmtich addresses the impact of natural, technobbdgicanmade 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 busineg®iruption insurance may not be sufficient to cengate us for losses that may occur, and an
losses or damages incurred by us could have aialaddwerse effect on our business and resultpefations. Further, given our linearity, any
interruption of our business, business processegstems late in a fiscal quarter could potentiaégatively impact our financial results for
such period.

In the case of our managed services business, it dailure or downtime could affect a signifitigportion of our customers. Since
ability to attract and retain customers dependsiworability to provide customers with highly reliatservice, even minor interruptions could
harm our reputation, ragjre that we incur additional expense to acquiterahtive telecommunications capacity, or caus® wsiss contractui
obligations, which could have a material adverséecen our operating results and our business.

Our cash flow could fluctuate due to the potential difficulty of collecting our receivables and managing our inventories.

Over the past few years, we have made significargistments in EMEA and Asia to expand our busiirefisese regions. In EMEA and
Asia, as with other international regions, credinis are typically longer than in the United Staldwrefore, as Europe, Asia and other
international regions grow as a percentage of @uemues, accounts receivable balances increassuanidys-sales-outstanding decrease.
Although from time to time we have been able tgéddy offset the effects of these influences throadtitional incentives offered to channel
partners at the end of each quarter in the forpreay discounts, these additional incentives lh@avered our profitability. In addition,
economic uncertainty or a downturn in technologgrgfing in the United States and other countrietdc@strict the availability of capital,
which may delay our collections from our channetmears beyond our historical experience or may eaasnpanies to file for bankruptcy.
Either a delay in collections or bankruptcy woulttth our cash flow and accounts receivable day’stantling performance.
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In addition, as we manage our business and focusara cost effective shipment lead times for cartdiour products and implement
freight cost reduction programs, our inventory lsvaay increase, resulting in decreased inventamystthat could negatively impact our cash
flow. We believe inventory turns will continue tai¢tuate depe nding upon our ability to reduce lémaés, as well as due to changes in
anticipated product demand and product mix andhrtixeof ocean freight versus air freight.

Our stock priceisvolatile and fluctuates as a result of the conduct of our business and stock market.

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:

« statements or changes in opinions, ratings or egsnéstimates made by brokerage firms or industajyats relating to the
market in which we do business, including compeditpartners, suppliers or telecommunications itrgidsaders or relating
to us specifically

« changes in our executive team or speculation ipthss or the investment community about changes;
« the announcement of new products, product enhansroe acquisitions by us or by our competitors;
« technological innovations by us or our competitors;

« quarterly variations in our results of operations;

- failure of our future operating results to meetestptions of stock market analysts or investorschvis inherently subject to
greater risk and uncertainty as expectations isesear any financial guidance we may provide tontlaeket;

« general market conditions or market conditions gjpeo technology industries; and

. domestic and international macroeconomic factors.

We have experienced volatility in our stock priataich sometimes results in attempts by shareholders/olve themselves in the
governance and strategic direction of a companyeabaod apart from normal interactions between $iwdders and management. In addition,
class action litigation is sometimes instituteddeling periods of volatility. Such shareholder sities or lawsuits, and any related publicity,
may result in substantial costs and, among othiegshdivert the attention of management and ouleyees.

We are required to evaluate our internal control over financial reporting under Section 404 of the Sarbanes-Oxley Act of 2002 and any
adverse results from such evaluation could result in a loss of investor confidence in our financial reports and have an adverse effect on our
stock price.

Pursuant to Section 404 of the Sarbanes-Oxley A2002 (“Section 404")we are required to furnish a report by our managemoe ou
internal control over financial reporting. Suchegpcontains, among other matters, an assessméms effectiveness of our internal control
over financial reporting as of the end of our flsggar, including a statement as to whether oronotinternal control over financial reporting is
effective. This assessment must include disclostiemy material weaknesses in our internal cortvelr financial reporting identified by
management. While we were able to assert in ounAhReport on Form 10-K for the fiscal year endext®&mber 31, 2013, that our internal
control over financial reporting was effective dbecember 31, 2013, we must continue to monitar @ssess our internal control over
financial reporting. In addition, our control framerk may suffer if we are unable to adapt our agrftamework appropriately as we continue
to grow our business. If we are unable to assahinfuture reporting period that our internal cohbver financial reporting is effective (or if
our independent registered public accounting fsranable to express an opinion on the effectiveagsar internal controls), we could lose
investor confidence in the accuracy and completengésur financial reports, which would have anege effect on our stock price.

Changesin existing financial accounting standards or practices may adversely affect our results of operations.

Changes in existing accounting rules or practioes; accounting pronouncements, or varying integpiats of current accounting
pronouncements could have a significant adversetedin our results of operations or result in clesrtg our business operations in support of
such changes. Further, such changes could poterafédct our reporting of transactions completefidoe such changes are effective.
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Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
There were no sales of unregistered securitiepgthie three months ended March 31, 2014.

Issuer Purchases of Equity Securities
The following table provides a month-to-month surmyraf the stock purc hase activity during the thmeenths ended March 31, 2014:

Total Number of
Shares Purchased as  Approximate Dollar Value of

Total Number of Average Price Paid pet Part of Publicly Shares that May Yet be
Period Shares Purchased(1)(z Share(1)(2) Announced Plan(2) Purchased Under the Plan(2
1/1/14 to 1/31/1- 327 $ 11.71 — $ —
2/1/14 to 2/28/1- 591,64 $ 13.1¢ — $ —
3/1/14 to 3/31/1: 1,26¢ $ 13.3¢ —$ —
Total 593,23¢ $ 13.1¢ —

(1) Represents shares repurchased in Januangthidarch 2014 to satisfy tax withholding obligatsoss a result of the vesting of
performance shares and restricted stock L

(2) In September 2013, our Board of Directors aritled the repurchase of $400.0 million, or appragely 20 percent of our outstanding
common stock (“Return of Capital Program”), throwg#$250.0 million modified “Dutch Auction” self-teler offer (the “Tender Offer”)
and subsequent privately negotiated transactiorsfuMled the program with $150.0 million in casHd ar$250.0 million Term Loan.
The Tender Offer expired on October 30, 2013. Inddeber 2013, we entered into separate accelerased sepurchase (“ASR”)
agreements with two financial institutions to reghase an aggregate of $114.6 million of commorksasopart of the last phase of our
$400.0 million Return of Capital Program announite8eptember 2013. Under the terms of the ASR ageets, we paid an aggregate
$114.6 million of cash and received an initial dety of approximately 8.0 million shares on Decenthe2013. The final number of
shares to be repurchased will be based on the Guorispeolume-weighted average stock price less aaeajupon discount during the
term of the transactions. The share repurchase@dzation remaining at March 31, 2014 was zero. ffaesactions are expected to be
completed by June 30, 2014 or earlier at the opifdhe counterparties, or later under certainusitstances. See Note 13 of Notes to
Condensed Consolidated Financial Statements farduimformation

Item 3. DEFAULTS UPON SENIOR SECURITIES
Not Applicable.

Item 4. MINE SAFETY DISCLOSURES
Not Applicable.

Item 5. OTHER INFORMATION
Not Applicable.
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Item 6. EXHIBITS

Exhibit
No. Description

10.1(1)* Release of Claims with Eric F. Brown, dated ApBl 2014.

10.2(1)* Form of Performance Share Agreement for Offic

10.3(1)* Form of Restricted Stock Unit Agreement for Offige

10.4* Letter dated January 21, 2014 regarding relocdtenefits for Peter A. Leav (which is incorporatedédin by reference to
Exhibit 10.39 to the Registrant's Annual Reporfonm 1(-K filed with the Commission on February 21, 201

31.1(2) Certification of the President and Chief Execut®icer Pursuant to Securities Exchange Act Rules
13¢-14(c) and 15-14(a).

31.2(2) Certification of the Senior Vice President, Chiefcdunting Officer and Interim Chief Financial O#ficpursuant to Securities
Exchange Act Rules 1-14(c) and 15-14(a).

32.1(2) Certifications pursuant to 18 U.S.C. Section 13&0adopted pursuant to Section 906 of the
Sarbane-Oxley Act of 2002

101.INS XBRL Instance Documer

101.SCH XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurt

101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

* Indicates management contract or compensatorygularrangemen
(1) Filed herewith
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd-¢iport to be signed on its behalf
by the undersigned, thereunto duly authorized.

Dated: May 1, 2014
POLYCOM, INC.

/s/ PETERA. L EAV
Peter A. Leav
President and Chief Executive Officer
(Principal Executive Officer)

/s/ LAURA J. DURR
Laura J. Durr
Senior Vice President, Chief Accounting Officer anc
Interim Chief Financial Officer
(Principal Financial Officer
and Principal Accounting Officer)
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EXHIBIT INDEX

Exhibit
No. Description

10.1(1)* Release of Claims with Eric F. Brown, dated ApBl 2014.

10.2(1)* Form of Performance Share Agreement for Offic

10.3(1)* Form of Restricted Stock Unit Agreement for Offig¢

10.4* Letter dated January 21, 2014 regarding relocdtenefits for Peter A. Leav (which is incorporatedédin by reference to
Exhibit 10.39 to the Registrant's Annual ReporfFonm 1(-K filed with the Commission on February 21, 201

31.1(2) Certification of the President and Chief Executéicer pursuant to Securities Exchange Act
Rules 13-14(c) and 15-14(a).

31.2(2) Certification of the Senior Vice President, ChiefcAunting Officer and Interim Chief Financial Officpursuant to Securities
Exchange Act Rules 1-14(c) and 15-14(a).

32.1(2) Certifications pursuant to 18 U.S.C. Section 13&0adopted pursuant to Section 906 of the Sarb@rley
Act of 2002.

101.INS XBRL Instance Documer

101.SCH XBRL Taxonomy Extension Schema Linkbase Docun

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurt

101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

* Indicates management contract or compensatorygslarrangemen
(1) Filed herewith
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Exhibit 10.1
POLYCOM, INC. EXECUTIVE SEVERANCE PLAN
RELEASE OF CLAIMS

This Release of Claims (theRelease”) is made by and between Eric F. BrownEXecutive ") and Polycom, Inc., a Delaw:
corporation (the Company”) (collectively referred to as theParties™).

WHEREAS, Executive is employed by the Company.

WHEREAS, on March 13, 2014 (theAhnouncement Date”), the Company and Executive announced that Execigilgaving th
Company due to the elimination of his position.

- WHEREAS, the Company and Executive have agreedfrtbm March 14, 2014 through April 15, 2014 (th&ransition Period ”)

WHEREAS, in connection with Executive’s terminatioh employment effective as of April 15, 2014 (thé&eparation Date”),
Executive is eligible to receive the severance fienprovided in Section 4 of the Polycom, Inc. Exive Severance Plan (theEkxecutive
Severance Plarf), subject to the terms and conditions set forth ihareluding (but not limited to) entering into elease of claims agreem
in favor of the Company and non-solicitation anch-gsparagement obligations for a period of twelv@) (honths following termination
employment, under Section 6 of the Executive Sexar#&lan.

WHEREAS, in consideration for such severance benpfovided under the Executive Severance Plarpargiiant to Section 6 of 1
Executive Severance Plan, the Parties wish to vesahy and all disputes, claims, complaints, gmeea, charges, actions, petitions,
demands that Executive may have against the Compadyany of the Releasees as defined below, imgdudiut not limitedo, any and a
claims arising out of or in any way related to Exae's employment with or separation from the Camp

Now, therefore, Executive covenants and agreesliasvs:

1. Transition Period During the Transition Period, the Company shalttinue to pay Executive the monthly equwalel
Executive’s base salary in accordance with the Gaomps normal payroll practices and Executive shall iengigible to participate in tt
Company'’s health and welfare plans, the CommAgl(k) Plan, and accrue vacation. During thenditeon Period, Executive shall contir
to vest in accordance with the terms and conditiohghe agreements governing his outstanding egavtyards (the “Equity Award
Agreements”), a schedule of which is attached heret&ahibit A . All outstanding equity awards that have notwedted in accordance w
their terms on or before the Separation Date sleale to vest and shall be forfeited as of sudh datd never shall become vested.

2. Position Resignation On the Announcement Date, Executive will be degno have resigned voluntarily from
Company and Company subsidiary positions held loy, without any further required action by the Exe@ provided however, if tt
Company or subsidiary requests, Executive will exec any documents necessary to reflect his resmnatfrom sucl
positions. Notwithstanding the foregoing, Execetwill remain an employee of the Company until Separation Date.

3. Timing of Cash Severance Paymerfubject to the terms and conditions set fortthan Executive Severance Plan,
cash severance benefits payable pursuant to Setfich of the Executive Severance Plan will bel pai October 17, 2014, pursuant to Se
9.1 of the Executive Severance Plan.

4. Nonsolicitation and Non-disparagement Executive agrees that, for a period of twelv@) (inonths following hi
Separation Date, Executive will comply with the rsmiicitation and nomlisparagement obligations set forth in Sectionsa®@ 6.4 of th
Executive Severance Plan.

5. Noncompetition. The Parties agree that Executive will not bejettbto the noreompetition obligation set forth
Section 6.3 of the Executive Severance Plan.

6. Release of Claims Executive agrees that the severance benefitsrihd Executive Severance Plan represents settl
in full of all outstanding obligations owed to Ex#ive by the Company and its current and formeiceft, directors, employees, age
investors, attorneys, shareholders, administrataffiliates, benefit plans, plan administratorssurers, divisions, and subsidiaries,
predecessor and successor corporations and agsigliectively, the “Releasees’). Executive, on his own behalf and on behalf of
respective heirs, family members, executors, agants assigns, hereby and forever releases thaseels




from, and agrees not to sue concerning, or in aapnmar to institute, prosecute, or pursue any claiomplaint, charge, duty, obligatit
demand, or cause of action relating to any matieeny kind, whether presently known or unknowrspgcted or unsuspected, that Execi
may possess against any of the Releasees arigingany omissions, acts, facts, or damages that besgrred up until and including 1
Effective Date of this Release (as defined in ®&cti9 below), including, without limitation:

a. any and all claims relating to or arising fromeEutives employment relationship with the Company anc
termination of that relationship;

b. any and all claims relating to, or arising frdaxecutives right to purchase or actual purchase of sharefoof
of the Company, including, without limitation, anlaims for fraud, misrepresentation, breach ofdiduy duty, breach of duty under applice
state corporate law, and securities fraud understate or federal law;

C. any and all claims for wrongful discharge of empi@nt; termination in violation of public polic
discrimination; harassment; retaliation; breachcoftract, both express and implied; any obligatiander any agreement providing st
options, restricted stockor other rights to acquire common stock of than@any; breach of covenant of good faith and faalidg, bott
express and implied; promissory estoppel; negligentintentional infliction of emotional distressrafid; negligent or intentior
misrepresentation; negligent or intentional intexfeee with contract or prospective economic adgmtanfair business practices; defama
libel; slander; negligence; personal injury; assddttery; invasion of privacy; false imprisonmestinversion; and disability benefits;

d. any and all claims for violation of any federaktst or municipal statute, including, but not liadgitto, Title VI
of the Civil Rights Act of 1964; the Civil RightscAof 1991; the Rehabilitation Act of 1973; the Amsans with Disabilities Act of 1990; t
Equal Pay Act; the Fair Labor Standards Act, exesgtrohibited by law; the Fair Credit Reporting;Abe Age Discrimination in Employme
Act of 1967; the Older Workers Benefit ProtectiontAthe Employee Retirement Income Security Aclil®74; the Worker Adjustment a
Retraining Notification Act; the Family and Medidadave Act, except as prohibited by law; the Saels@®xley Act of 2002; the Uniforme
Services Employment and Reemployment Rights AetGhlifornia Family Rights Act; the California LabGode, except as prohibited by Ii
the California Workers’ Compensation Act, exceppeshibited by law; and the California Fair Emplogmt and Housing Act;

e. any and all claims for violation of the fedevalny state constitution;

f. any and all claims arising out of any other lawsl aegulations relating to employment or employr
discrimination;

any claim for any loss, cost, damage, or expariseng out of any dispute over the nwithholding or other ta
treatment of any of the proceeds payable to Exeeyiirsuant to the Executive Severance Plan; and

h. any and all claims for attorneys’ fees and costs

Executive agrees that the release set forth inséision shall be and remain in effect in all resp@s a complete general release
the matters released. This release does not exteaaly obligations incurred under the ExecutiveeBance Plan or the Release. This rel
does not release claims that cannot be releasadneter of law, including, but not limited to:) @xecutives right to file a charge with
participate in a charge by the Equal Employment @jpmity Commission, or any other local, state,federal administrative body
government agency that is authorized to enforcadoninister laws related to employment, againstGbenpany (with the understanding 1
any such filing or participation does not give Extdee the right to recover any monetary damagefagthe Company; Executiverelease «
claims herein bars Executive from recovering sucmatary relief from the Company); (2) claims unBérision 3, Article 2 of the Californ
Labor Code (which includes California Labor Codetiem 2802 regarding indemnity for necessary exjiargs or losses by Executive); i
(3) claims prohibited from release as set fortiEalifornia Labor Code section 206.5 (specificaliny claim or right on account of wages «
or to become due, or made as an advance on wagese@rned, unless payment of such wages has ks

This release set forth above does not include @niwway limit Executives rights to indemnification and advancement of lleg
other expenses, including (without limitation) tehwand lodging, whether under Executsweéhdemnification Agreement, dated February
2012, attached hereto Bghibit B (the “ Indemnification Agreement”), the Company’s Amended and Restated Bylawsg (Bylaws”) the
articles or certificate of incorporation and by-wf any of the Company’s whollywned direct or indirect subsidiaries, including
Company, Delaware law, California law, the law bé tstate of incorporation of any of the Companysolly-owned direct or indire
subsidiaries, or any other law or source (collediiy“ Indemnification and Advancement Rights”). Such Indemnification and Advancem
Rights will include, but not be limited to, any @&stigating, defending, being a witness in, parétipg in (including an appeal), coopera
with the defense, or preparing for any investigatidawsuits, or regulatory proceedings involving Company.
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7. Acknowledgment of Waiver of Claims under ADEAExecutive understands and acknowledges thas eaiving an
releasing any rights he may have under the Ageribigtation in Employment Act of 1967 (ADEA "), and that this waiver and releas
knowing and voluntary. Executive understands agvé:es that this waiver and release does not appany rights or claims that may ai
under the ADEA after the Effective Date of this &e. Executive understands and acknowledgeththabnsideration given for this wai
and release is in addition to anything of valugvtich Executive was already entitled. ExecutiveHer understands and acknowledges th
has been advised by this writing that: (a) he shoohsult with an attorney prite executing this Release; (b) he has twentg-(21) days aft
his Separation Date within which to consider thileRse; (c) he has seven (7) days following higwi@n of this Release to revoke 1
Release; (d) this Release shall not be effectivit after the revocation period has expired; andn@hing in this Release prevents or precl
Executive from challenging or seeking a determoraiin good faith of the validity of this waiver uerdthe ADEA, nor does it impose ¢
condition precedent, penalties, or costs for deimgunless specifically authorized by federal ldwthe event Executive signs this Release
returns it to the Company in less than thed2y-period identified above, Executive hereby agkadges that he has freely and volunt:
chosen to waive the time period allotted for coesity this Release. Executive acknowledges ancerngtahds that revocation must
accomplished by a written notification to the persxecuting this Release on the Comparlyehalf that is received prior to the Effec
Date. The parties agree that changes, whetherialaieimmaterial, do not restart the running lné 21-day period.

8. California Civil Code Section 1542Executive acknowledges that he has been adtéseohsult with legal counsel anc
familiar with the provisions of California Civil @e Section 1542, a statute that otherwise prohtbisrelease of unknown claims, wt
provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICHHE CREDITOR DOES NOT KNOW OR
SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OEXECUTING THE RELEASE, WHICH IF
KNOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HS OR HER SETTLEMENT WITH THE
DEBTOR.

Executive, being aware of said code section, ageespressly waive any rights he may have thereyrat well as under any ot
statute or common law principles of similar effect.

9. No Pending or Future LawsuitsExecutive represents that he has no lawsuésns| or actions pending in his name, @
behalf of any other person or entity, against tloenffany or any of the other Releasees. Executae ra@presents that he does not inter
bring any claims on his own behalf or on behaléioy other person or entity against the Companygrofthe other Releasees.

10. Trade Secrets and Confidential Information/CamypProperty. Executive reaffirms and agrees to observe aidbédh,
the terms of the Proprietary Information and Ini@mtAgreement dated February 11, 2012 (th@ohfidentiality Agreement "), specifically
including the provisions therein regarding non-ttisare of the Company’s trade secrets and confiaglesmid proprietary information, and non-
solicitation of the Compang’ employees. Executive agrees and acknowledge€gemutive continues to be bound by those obligetitc
preserve and protect the Company’s trade secralscanfidential and proprietary information eveneafExecutives employment hi
ended. Executive’ signature below constitutes his certification empenalty of perjury that he has returned all doents and other iter
provided to Executive by the Company, developedhtained by Executive in connection with his empheyt with the Company, or otherw
belonging to the Company.

11. No Cooperation Executive further agrees that he will not knaglynencourage, counsel, or assist any attorneysei
clients in the presentation or prosecution of aisputes, differences, grievances, claims, chamesomplaints by any third party against an
the Releasees, unless under a subpoena or otheiocder to do so or as related directly to the ADEaiver in this Release. Executive ag
both to immediately notify the Company upon receipainy such subpoena or court order, and to farnisthin three (3) business days o
receipt, a copy of such subpoena or other cougrortf approached by anyone for counsel or assistan the presentation or prosecutio
any disputes, differences, grievances, claims,gdsror complaints against any of the Releasees;ufixe shall state no more than tha
cannot provide counsel or assistance.

12. No RepresentationsExecutive represents that he has had an oppiyrtionconsult with an attorney and has care!
read and understands the scope and effect of thesjoms of this Release. Executive has not relipdn any representations or staterr
made by the Company that are not specifically aehfin this Release.

13. Severability. In the event that any provision or any portidrany provision hereof or any surviving agreememidm
part hereof becomes or is declared by a court ofpetent jurisdiction or arbitrator to be illegahanforceable, or void, this Release ¢
continue in full force and effect without said pigien or portion of provision.

14. Breach Executive acknowledges and agrees that any iabbreach of this Release, unless such breachitges :
legal action by Executive challenging or seekirdetermination in good faith of the validity of thaiver herein under the ADEA,
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shall entitle the Company immediately to recovet/ancease providing the consideration provideExecutive under the Executive Severe
Plan. Except as provided by law, Executive shiglb e responsible to the Company for all costermys’ fees, and any and all dama
incurred by the Company in (a) enforcing Execusvebligations under this Release or under the Bkecibeverance Plan including

bringing of any action to recover the consideratieomd (b) defending against a claim or suit broughtursued by Executive in violation of
terms of this Release.

15. Entire Agreement This Release represents the entire agreemeniratatstanding between the Company and Exec
concerning the subject matter of this Release amdiive's employment with and separation from the Compantythe events leading ther
and associated therewith, and supersedes and espday and all prior agreements and understandiogserning the subject matter of -
Release and Executive’s relationship with the Camgpancluding Executives Change of Control Severance Agreement, effeciveo
February 21, 2012, with the exception of the ExgeuSeverance Plan, the Confidentiality Agreemant] written equity agreements ente
into between Executive and the Company. In additioe Company hereby acknowledges and agreesnplgavith its obligations to mainta
directors’ and officers’ liability insurance @&O Insurance ”) as set forth in Section 9 of the Indemnificationrégment with respect
Executive’s employment at the Company.

16. No Oral Modification This Release may only be amended in a writiggesd by Executive and a duly authorized off
of the Company.

17. Governing Law This Release shall be governed by the laws efState of California, without regard for choicelaiv
provisions. Executive consents to personal antisie jurisdiction and venue in the State of Galiia.

18. Voluntary Execution of ReleaseExecutive understands and agrees that he exkthiseRelease voluntarily, without &
duress or undue influence on the part or behathefCompany or any third party, with the full intexf releasing all of his claims against
Company and any of the other Releasees. Execatkmowledges that:

(@) He has read this Relea:

(b) He has been represented in the preparation, négotiand execution of this Release by legal couokdis owr
choice or has elected not to retain legal coul

(c) He understands the terms and consequences ofdldadge and of the releases it contains;

(d) He is fully aware of the legal and binding effetthis Release

19. Effective Date Executive understands that this Release shatuleand void, and Executive will forfeit any sesBace
benefits under the Executive Severance Plan inrdaogce with the terms herein and therein, if thééeBRse is not executed by Executive wi
twenty-one (21) days after his Separation Dateis Release will become effective on the eightk J&lay after Executive signs this Releast
long as it has not been revoked by Executive befatdate (the Effective Date”). Any notice of revocation must be sent by certifiedil tc
the attention of the General Counsel at the Comipa®gn Jose, CA headquarters.




IN WITNESS HEREOF, Executive has executed this &seof Claims as of the date set forth below.

Dated: April 15, 2014 /sl Eric F. Browr

ERIC F. BROWN




EXHIBIT A

Equity Awards of Eric F. Brown, Outstanding as qfri\ 15, 2014




EXHIBIT B
Indemnification Agreement
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Exhibit 10.2
[FORM OF OFFICER PERFORMANCE SHARE AGREEMENT]
POLYCOM, INC.
PERFORMANCE SHARE AGREEMENT

[NAME]
Employee ID NumbefNumber]

NOTICE OF GRANT

Polycom, Inc. (the “Company”) hereby grants yfNiame] (the “Employee”), an award of Performance Shareteuthe Compang
2011 Equity Incentive Plan (the “Plan”). The dait this Performance Share Agreement (the “Agreetheist [DATE] (the “Gran
Date”). Subject to the provisions of Appendix A (attachei)pendix B (attached) and of the Plan, the priacfpatures of this award are
follows:

Target Number of

Performance Shares: [
Performance Periods: [INSERT PERFORMANCE PERIOD]

Performance Matrix: The number of Performance Shares in which you neay im accordance with the Vesting Schedule witleatel
upon achievement of targets[INSERT DESCRIPTION OF PERFORMANCE GOALS] and will be
determined in accordance with the Performance Madttached hereto as Appendix

Vesting Schedule: [ INSERT DESCRIPTION OF VESTING SCHEDULE] *

IMPORTANT:

* Except as otherwise provided in Appendix A, Enygle will not vest in the Performance Shares urtlessr she is employed by the Comg
or one of its Subsidiaries through the applicaldsting date.

Your signature below indicates your agreement amtterstanding that this award is subject to alhefterms and conditions contai
in Appendix A, Appendix B and the Plan. For exammiportant additional information on vesting dadeiture of the Performance Share
contained in paragraphs 3 through 5 and paragrap Appendix A, and in Appendix B.PLEASE BE SURE TO READ ALL OF
APPENDIX A AND APPENDIX B, WHICH CONTAIN THE SPECIF IC TERMS AND CONDITIONS OF THIS AGREEMENT.

POLYCOM, INC. EMPLOYEE
[NAME] [NAME]
[TITLE]

Date: ,201 Date: ,201




APPENDIX A
TERMS AND CONDITIONS OF PERFORMANCE SHARES

1. Grant. The Company hereby grants to the Employee uhéelPlan an award of the Target Number of Perfooa&hare
set forth on the Notice of Grant, subject to althed terms and conditions in this Agreement andPflae. As of the date of grant, the Emplc
is an executive officer of the Company who is sabje Section 16 of the 1934 Act. The PerformaBhares in which the Employee may
shall depend upon achievemdiilSERT DESCRIPTION OF PERFORMANCE GOALS] for the Performance Period and shall
determined in accordance with the Performance adttached hereto as Appendix B. In accordante tve Performance Matrix, the num
of the Performance Shares in which the Employee wveay will rangdINSERT APPLICABLE RANGE] . The number of such Shares s
be determined by the Committee following the enthefPerformance Period, and shall be certifiethbyCommittedollowing the end of eac
Performance Period. When Shares are paid to thgeldyee in payment for the Performance Shares, phrewvill be deemed paid by 1
Employee for each Performance Share by past servieadered by the Employee, and will be subjectthe appropriate t:
withholdings. Unless otherwise defined herein,jtadiped terms used herein shall have the meardasgsbed to them in the Plan.

(a) As used hereifiNSERT APPLICABLE DEFINITIONS]

2. Companis Obligation to Pay Each Performance Share has a value equal teaihé/larket Value of a Share on the «
that the Performance Share is granted. Unlessiatildthe Performance Shares have vested in thenemaget forth in paragraphs 3 throug
the Employee will have no right to payment of siRdgrformance Shares. Prior to actual payment ofvasyed Performance Shares, ¢
Performance Shares will represent an unsecuredatign. Payment of any vested Performance Shhedkste made in whole Shares only.

3. Vesting Schedule/Period of RestrictiorExcept as provided in paragraphs 4 and 5, abfecuto paragraph 7, t
Performance Shares awarded by this Agreement sbatl in accordance with the vesting provisions feeth on the first page of tt
Agreement. Performance Shares shall not vesgeiicthployee in accordance with any of the provisioithis Agreement unless the Emplo
shall have been continuously employed by the Compary one of its Subsidiaries from the Grant Datél the date the Performance Sh
are otherwise scheduled to vest.

4. Modifications to Vesting Schedule

(a) Vesting upon Leave of Absencén the event that the Employee takes an authdrigave of absence (“LOA”
the Performance Shares awarded by this Agreemanaté scheduled to vest shall be modified asvalio

0] if the duration of the Employeg’LOA is sixty (60) days or less, the vesting schedet forth on tt
first page of this Agreement shall not be affedigdhe Employee’s LOA.

(i) if the duration of the Employeg’LOA is greater than sixty (60) days, the schatimesting of an
Performance Shares awarded by this Agreement thaha then vested shall be deferred for a periotinee equal to the duration of 1
Employee’s LOA.

(b) Death or Disability of Employee In the event that the Employee incurs a Ternonadf Service due to his
her death or Disability during a Performance Perittee Employee shall immediately vedNSERT DESCRIPTION OF VESTING
CONDITIONS] .

In the event that any applicable law limits the @amy's ability to accelerate the vesting of this awafdPerformanc
Shares, this paragraph 4(b) shall be limited tcetkitent required to comply with applicable law.

(c) Change in Control

0] In the event of a Change in Control, this award|df@ subject to the definitive agreement gover
such Change in Control. Such agreement, withauEtmployees consent and notwithstanding any provision toctrgrary in this Agreeme
or the Plan, must provide for one of the followilg) the assumption of this award by the survidogporation or its parent; (b) the substitu
by the surviving corporation or its parent of anaagvwith substantially the same terms as this awargc) the cancellation of this award a
full vesting and payment to the Employee of ther8hahen subject to the award; provided, howeVet such Shares shall be consid
delivered effective as of immediately prior to tB&ange in Control so as to enable the Employeeatticfpate in the Change in Cont
transaction. In the event the definitive agreendods not provide for one of the foregoing altemest with respect to the treatment of
award, this award shall have the treatment spelifieclause (c) of the preceding sentence. The Gtsgrmay, in its sole discretion, accele
the vesting of this award in connection with a Gfeim Control. For purposes of this Agreement, “@&in Control’'means the occurrence
any of the following events: (a) any

-2-




“person” (as such term is used in Sections 13(d)(d) of the 1934 Act) becomes the “beneficiahew (as defined in Rule 138l-
of the 1934 Act), directly or indirectly, of sedies of the Company representing more than fiftycpet (50%) of the total voting pow
represented by the Compasythen outstanding voting securities; (b) the comsation of the sale or disposition by the Compahwlbor
substantially all of the Company’s assets; (c) angie in the composition of the Board occurring imith oneyear period, as a result of wh
fewer than a majority of the directors are Incunttinectors; or (d) the consummation of a mergecamsolidation of the Company with ¢
other corporation, other than a merger or constitidavhich would result in the voting securities tbe Company outstanding immedia
prior thereto continuing to represent (either bja@ing outstanding or by being converted into mptsecurities of the surviving entity or
parent) at least fifty percent (50%) of the totating power represented by the voting securitiethefCompany or such surviving entity ol
parent outstanding immediately after such merg@&oaosolidation. “Incumbent Directorsiieans directors who either (A) are Directors athe
effective date of the Plan, or (B) are electednominated for election, to the Board with the affative votes of at least a majority of
Directors at the time of such election or nominat{but will not include an individual whose electior nomination is in connection with
actual or threatened proxy contest relating todieetion of directors to the Company). Notwithsliawg the foregoing, if the Employee i
party to a change of control agreement with the gamy, the definition of “change of contra@d’ defined in the change of control agreel
will supersede the above definition.

(i) Notwithstanding anything herein to the contrarythe event the Employee incurs a Terminatic
Service within twelve (12) months following a Chanip Control on account of a termination by the @any (or any Subsidiary) for a
reason other than Cause or on account of a terimnby the Employee for Good Reason, then this dwamediately will vest in one hundt
percent (100%) of the Performance Shares subjehtgd@erformance Share award.

For purposes of this Agreement, “Good Reason” mesitisout the Employes’ written consent (&
material reduction in the Employee’s authority, iésitor responsibilities compared to the Emplogesuthority, duties and responsibili
immediately prior to the Change of Control that smbstantially inconsistent with the Employee bearggnior executive of the Company (
Subsidiary), (b) the Employeeprincipal work location being moved more thanndites, from the location immediately prior to thbahge il
Control or (c) the Company (or a Subsidiary) matérireducing the Employeg’base salary (unless the base salaries of sub#taatl othe:
senior executives of the Company are similarly ced). Employee will not resign for Good Reasorhuiitt first providing the Company w
written notice of the acts or omissions constitgtihe grounds for “Good Reasowfthin ninety (90) days of the initial existencetb& ground
for “Good Reason’and the Company must have an opportunity withintythi30) days following delivery of such notice tore the Goa
Reason condition. Notwithstanding the foregoifighé Employee is a party to a change of controbament with the Company, the definil
of “good reason” as defined in the change of cdrigoeement will supersede the above definition.

For purposes of this Agreement, “Cause” meansh@Employees failure to perform (other than due
Disability or death) the duties of the Employgpbsition (as they may exist from time to timejhe reasonable satisfaction of the Compan
any Subsidiary) after receipt of a written warniaigd at least 15 daysipportunity to for the Employee to cure the failufle) any act ¢
dishonesty taken by the Employee in connection thithEmployee’s responsibilities as an employetishiatended to result in the Employee’
substantial personal enrichment, (c) the Employeefwiction or plea of no contest to a crime thegatively reflects on the Employeditnes:
to perform the Employee’s duties or harms the Camisa(or any Subsidiary’s) reputation or busingsly the Employee willful misconduc
that is injurious to the Company (or any Subsidiagy (e) the Employes’willful violation of a material Company (or Subigiry) policy. Thi
preceding definition shall not be deemed to beussige of all the acts or omissions that the Comp@myany Subsidiary) may consider
grounds for the dismissal or discharge of the Egg#o or any other individual in the service of theonfpany (or an
Subsidiary). Notwithstanding the foregoing, if thenployee is a party to a change of control agreemiéth the Company, the definition
“cause” as defined in the change of control agregmdl supersede the above definition.

(iii) In the event of a Change in Control during any &amnce Period, all Performance Periods sh:
deemed to end immediately prior to the Change int@band the number of Performance Shares in witiehEmployee shall be entitlec
vest in accordance with the terms of this Agreensetd the Vesting Schedule set forth on the Notic&mant shall be one hundred per¢
(100%) of the Target Number of Performance Sharesét forth on the Notice of Grant) less the nurobgested Performance Shares.

5. Committee Discretion If the Committee, in its sole discretion, deteres that a “Triggering Eventias occurred, then t
Committee, also in its sole discretion, may redficeluding to zero) the number of Performance Shahat vest under the Agreement at
time prior to any Vesting Date that occurs after dhate of the Triggering Event. For purposes isf Aflgreement, “Triggering Eventheans (¢
the Company being required to restate any finarsteaement issued since the Grant Date with thdtrésat the Compang’'reported results ¢
materially, negatively reduced, (b) any act of &taaken by the Employee in connection with the Exyeé’s responsibilities as an emplo
that is intended to result in the Employee’s sulisapersonal enrichment, (¢) the Employeriaterial violation of a federal, state or local
or regulation applicable to the Company’s busirieashas a
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significant negative effect on the Company’s repaiaor business, (d) a material breach of the Byg®s fiduciary duty owed to tl
Company that has a significant negative effecthenG@ompanys reputation or business, or (e) the average Faikét Value of a Share duri
the last thirty (30) days of a Performance Pergdtileast forty percent (40%) higher than the ayerFair Market Value of a Share during
immediately preceding ninety (90) days of the sé#magormance Period. Notwithstanding any contrawigion of the first sentence of t
paragraph 4, in the case of Triggering Event tleatics solely on account of clause (e) of the precesentence, the Committee may not re:
the number of Performance Shares that vest forrriRence Period below the Target Number of Perforoe Shares for that Performa
Period. In exercising its discretion, the Committegy consider (but not by way of limitation) whetliee foregoing increase in the Fair Ma
Value of a Share was due to factors unrelated tagamy and/or management performance, includingnbulimited to, takeover speculation.

6. Payment after Vesting Any Performance Shares that vest in accordantteparagraphs 3 through 4 will be paid to
Employee (or in the event of the Employedeath, to his or her estate) in Shares as sopraascable following the date of vesting, subj®
paragraph 9, but in no event later than the applkcavo and one-half (2%2) month period of the “sHierm deferral'rule set forth in the Secti
1.409A-1(b)(4) of the Treasury Regulations issuedan Section 409A. Notwithstanding the foregoifighe Performance Shares adeferre
compensationwithin the meaning of Section 409A, the vested &erince Shares will be released to the Employeén(the event of tt
Employees death, to his or her estate) in Shares as sopraeticable following the date of vesting, subjecparagraph 9, but in no event |i
than the end of the calendar year that includesldite of vesting or, if later, the fifteen (15tlgydof the third (3rd) calendar month following
date of vesting (provided that the Employee will be permitted, directly or indirectly, to desigade taxable year of the payment). Furth
some or all of the Performance Shares that areefoeef compensation” within the meaning of Secti68Alvest on account of the Employee’
Termination of Service (other than due to deathgdoordance with paragraphs 3 through 4, the Redioce Shares that vest on account ¢
Employee’s Termination of Service will not be calesied due or payable until the Employee has a taéipa from serviceWwithin the meanin
of Section 409A. In addition, if the Employee isspecified employee” within the meaning of SectibdOA at the time of the Employee’
separation from service (other than due to de#tk)) any accelerated Performance Shares will libtpahe Employee no earlier than six
months and one (1) day following the date of theplryee’s separation from service unless the Employeefdiksving his or her separati
from service, in which case, the Performance Shaikde paid to the Employes’estate as soon as practicable following his ordeath
subject to paragraph 9. Any Performance Shards/ts in accordance with paragraph 5 will be pgaithe Employee (or in the event of
Employees death, to his or her estate) in Shares in acnoedavith the provisions of such paragraph, subjecparagraph 9. For e
Performance Share that vests, the Employee wilivecone Share. For purposes of this Agreementti@e409A” means Section 409A of t
U.S. Internal Revenue Code of 1986, as amendedaaydinal Treasury Regulations and other Intef@lenue Service guidance thereur
as each may be amended from time to time (“SedB@R").

7. Forfeiture. Notwithstanding any contrary provision of thigi@ement, (a) the balance of the Performance Shzatehav
not vested pursuant to paragraphs 3 through 5eatitte of the Employes’ Termination of Service for any or no reason Wwél forfeite
immediately and automatically transferred to aratqeired by the Company at no cost to the Compang,(b) any Performance Shares
never will vest due to nosatisfaction of the goals contained in the PerforweaMatrix will be forfeited on the date on whidietgoals n
longer can be satisfied and the Performance Sharesnatically will be transferred to and reacquii®dthe Company at no cost to
Company. In addition, any Performance Shares liage not vestedINSERT DESCRIPTION OF VESTING SCHEDULE] shall bt
forfeited and automatically transferred to and qeéred by the Company at no cost to the Company.

8. Death of Employee Any distribution or delivery to be made to theafloyee under this Agreement will, if the Emplo
is then deceased, be made to the administratoxeutor of the Employes’estate. Any such administrator or executor nfustish the
Company with (a) written notice of his or her stasis transferee, and (b) evidence satisfactorggdCompany to establish the validity of
transfer and compliance with any laws or regulatipartaining to said transfer.

9. Withholding of Taxes When Shares are issued as payment for vestddriance Shares, the Company (or
employing Subsidiary) will withhold a portion ofa@fShares that have an aggregate market valueisoftfio pay federal, state, local and fort
income, social insurance, employment and any atpplicable taxes required to be withheld by the Gany or the employing Subsidiary w
respect to the Shares, unless the Company, inolts discretion, either requires or otherwise pesniiie Employee to make alterr
arrangements satisfactory to the Company for sutttheldings in advance of the arising of any witlthieg obligations. The number of She
withheld pursuant to the prior sentence will benaed up to the nearest whole Share, with no refandny value of the Shares withhelc
excess of the tax obligation as a result of sucimdang. Notwithstanding any contrary provisiontlis Agreement, no Shares will be iss
unless and until satisfactory arrangements (asmdéted by the Company) have been made by the Eraplayth respect to the payment of
income and other taxes which the Company deternmmest be withheld or collected with respect to s@tares. In addition and to
maximum extent permitted by law, the Company (@& #&mploying Subsidiary) has the right to retainhwitt notice from salary or otf
amounts payable to the Employee, cash having &suff value to satisfy any tax withholding obligets that the Company determines ca
be satisfied through the withholding of otherwisdivkrable Shares. All income and other taxestedlao the Performance Shares awarc
any Shares
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delivered in payment thereof are the sole respditgilof the Employee. By accepting this awarde timployee expressly consents to
withholding of Shares and to any additional casthldlding as provided for in this paragraph 9.

10. Rights as StockholderNeither the Employee nor any person claimingeurat through the Employee will have an
the rights or privileges of a stockholder of then@any in respect of any Shares deliverable herewndess and until certificates represen
such Shares (which may be in book entry form) halve been issued, recorded on the records of theo@uy or its transfer agents or regist
and delivered to the Employee (including througétbnic delivery to a brokerage account). Afteehsissuance, recordation and delivery
Employee will have all the rights of a stockholdéithe Company with respect to voting such Shaneksraceipt of dividends and distributic
on such Shares.

11. No Effect on Employment Subject to any employment contract with the Epé, the terms of such employment
be determined from time to time by the Companyther Subsidiary employing the Employee, as the camg be, and the Company, or
Subsidiary employing the Employee, as the case Ieaywill have the right, which is hereby expresdgerved, to terminate or change
terms of the employment of the Employee at any fioreany reason whatsoever, with or without goodsea The transactions contempl
hereunder and the vesting schedule set forth offirdtepage of this Agreement do not constituteeapress or implied promise of contini
employment for any period of time. A leave of alx® or an interruption in service (including anemuiption during military servic
authorized or acknowledged by the Company or thesi@liary employing the Employee, as the case maghmdl not be deemed a Termina
of Service for the purposes of this Agreement.

12. Address for Notices Any notice to be given to the Company undertémns of this Agreement will be addressed tc
Company, in care of its General Counsel, at 600k#ca Center Dr., P.O. Box 641390, San Jose, CA854r at such other address as
Company may hereafter designate in writing.

13. Grant is Not TransferableExcept to the limited extent provided in thisrAgment, this grant of Performance Share:
the rights and privileges conferred hereby will bet sold, pledged, assigned, hypothecated, trandfer disposed of any way (whethel
operation of law or otherwise) and will not be ®dbjto sale under execution, attachment or sirpilacess, until the Employee has been is
Shares in payment of the Performance Shares. dppmttempt to sell, pledge, assign, hypothecetaster or otherwise dispose of this gr
or any right or privilege conferred hereby, or ugmy attempted sale under any execution, attachoresitmilar process, this grant and
rights and privileges conferred hereby immediatélybecome null and void.

14. Restrictions on Sale of Securitie§he Shares issued as payment for vested Penficam@hares under this Agreen
will be registered under U.S. federal securitiagsland will be freely tradable upon receipt. Hoam\an Employes’ subsequent sale of
Shares may be subject to any market blackout-pdtiat may be imposed by the Company and must convjily the Company inside
trading policies, and any other applicable seasitaws.

15. Binding Agreement Subject to the limitation on the transferabilitithis grant contained herein, this Agreement b4
binding upon and inure to the benefit of the hdagatees, legal representatives, successors sigtha®f the parties hereto.

16. Additional Conditions to Issuance of Certifiesatfor Shares The Company shall not be required to issue @&mijficate
or certificates for Shares hereunder prior to lfaiént of all the following conditions: (a) the mdssion of such Shares to listing on all s
exchanges on which such class of stock is theedligb) the completion of any registration or othealification of such Shares under any |
state or federal law or under the rulings or retyoes of the Securities and Exchange Commissioangrother governmental regulatory bc
which the Committee shall, in its absolute disoretideem necessary or advisable; (c) the obtawfirrgny approval or other clearance from
U.S. state or federal governmental agency, whiehGbmmittee shall, in its absolute discretion, detee to be necessary or advisable;
(d) the lapse of such reasonable period of timevohg the date of vesting of the Performance Shaethe Committee may establish f
time to time for reasons of administrative convang

17. Plan Governs This Agreement is subject to all the terms araVigions of the Plan. In the event of a confhetweel
one or more provisions of this Agreement and on@are provisions of the Plan, the provisions of Btten will govern.

18. Committee Authority The Committee will have the power to interptet Plan and this Agreement and to adopt
rules for the administration, interpretation anglagation of the Plan as are consistent therewiit # interpret or revoke any such n
(including, but not limited to, the determinatiohwvehether or not any Performance Shares have Jesfdtactions taken and all interpretatis
and determinations made by the Committee in godH fill be final and binding upon the Employeeet@ompany and all other interes
persons. No member of the Committee will be pealiptiable for any action, determination or integfation made in good faith with respec
the Plan or this Agreement.

19. Captions. Captions provided herein are for conveniencey @rid are not to serve as a basis for interpretai
construction of this Agreement.
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20. Agreement Severableln the event that any provision in this Agreemeill be held invalid or unenforceable, si
provision will be severable from, and such invalidir unenforceability will not be construed to kaany effect on, the remaining provision
this Agreement.

21. Modifications to the AgreementThis Agreement constitutes the entire understandf the parties on the subje
covered. The Employee expressly warrants thatrhghe is not accepting this Agreement in relianoeany promises, representations
inducements other than those contained herein.ifidations to this Agreement or the Plan can be enadly in an express written contr
executed by a duly authorized officer of the ConypaNotwithstanding anything to the contrary in fkan or this Agreement, the Comp
reserves the right to revise this Agreement agéints necessary or advisable, in its sole discratiohwithout the consent of the Employe
comply with Section 409A or to otherwise avoid imsftimn of any additional tax or income recognitimmder Section 409A prior to the aci
payment of Shares pursuant to this award of Pednom Shares, provided that any such revisions slealmaterially reduce the bene
intended to be conferred by this Agreement. Howeweno event will the Company be obligated to malky such revision and in all eve
the Employee will be solely responsible for anyeihat may be owed under Section 409A on accduhtsaward of Performance Shares.

22. Amendment, Suspension or Termination of then Pl8y accepting this Performance Shares award,Eimgloyet
expressly warrants that he or she has receiveghaito receive stock under the Plan, and has redeiead and understood a description ¢
Plan. The Employee understands that the Plarsgationary in nature and may be amended, suspardedninated by the Company at
time.

23. Labor Law. By accepting this Performance Shares award Effmployee acknowledges that: (a) the grant of 1
Performance Shares is a dirae benefit which does not create any contractuaither right to receive future grants of Perfonce Shares,
benefits in lieu of Performance Shares; (b) aledwinations with respect to any future grants,udirig, but not limited to, the times when, i
all, any future Performance Shares shall be gratiednumber of Performance Shares which may beauto each Performance Share a\
and the time or times when such Performance Siaagssest, will be at the sole discretion of the @amy; (c) the Employes’participation i
the Plan is voluntary; (d) the value of these Remtmce Shares is an extraordinary item of compemsathich is outside the scope of
Employee’s employment contract, if any; (e) thesefd®mance Shares are not part of the Emplay/eermal or expected compensation
purposes of calculating any severance, resignatemiyndancy, end of service payments, bonuses;dengce awards, pension or retiren
benefits or similar payments; (f) the vesting ofgt Performance Shares will cease upon terminafiemployment for any reason excep
may otherwise be explicitly provided in the Plantlois Agreement; (g) the future value of the ungag Shares is unknown and canno
predicted with certainty; (h) these Performancer&hdave been granted to the Employee in the Empystatus as an employee of
Company or its Subsidiaries; (i) any claims resgltirom these Performance Shares shall be enfde;gélat all, against the Company; :
() there shall be no additional obligations foy@ubsidiary employing the Employee as a resuthe$e Performance Shares.

24, Disclosure of Employee InformatianBy accepting this Performance Shares award,Etmployee consents to |
collection, use and transfer of personal data asriteed in this paragraph. The Employee understdmat the Company and its Subsidie
hold certain personal information about him or fecluding his or her name, home address and tetephumber, date of birth, social sect
or identity number, salary, nationality, job titkny shares of stock or directorships held in tben@any, details of all awards of Performe
Shares or any other entitlement to shares of stwedrded, canceled, exercised, vested, unvestedtstanding in his or her favor, for
purpose of managing and administering the Plan téf)aThe Employee further understands that the Companyoa its Subsidiaries w
transfer Data among themselves as necessary fguttpese of implementation, administration and ngan@ent of his or her participation
the Plan, and that the Company and/or any of itssifliaries may each further transfer Data to aingl tharties assisting the Company in
implementation, administration and management efRlan. The Employee understands that these ratspieay be located in the Europ
Economic Area, or elsewhere, such as in the Ulg Bmployee authorizes the Company to receive ggessise, retain and transfer the Da
electronic or other form, for the purposes of inmpéating, administering and managing his or herigpétion in the Plan, including a
requisite transfer to a broker or other third paxith whom he or she may elect to deposit any Shafestock acquired from this awarc
Performance Shares of such Data as may be reduoiréte administration of the Plan and/or the sgbeat holding of Shares of stock on hi
her behalf. The Employee understands that he omshe at any time, view the Data, require any nesmgsamendments to the Date
withdraw the consent herein in writing by contagtthe Equity Programs Department for the Comparmlyaarits applicable Subsidiaries.

25. Notice of Governing Law This award of Performance Shares shall be gedehy, and construed in accordance \
the laws of the State of California, without reg&ogrinciples of conflict of laws.

26. NonCompete The Employee agrees that for the period commegnamthe date the Employee executes this Agree
and ending on the date occurring twelve (12) morifier the Employee incurs a Termination of Seritee “Obligations Period”)the
Employee, directly or indirectly, whether as an &ype, owner, sole proprietor, partner, directoenmber, consultant, agent, founder, cc
venturer or otherwise, will (a) not engage, papté or invest in any business activity anywheriééworld that
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is directly competitive with the principal produdsservices of the Company and its subsidiaries Businesses”)eikcept that it will not be
violation of this paragraph 26 for the Employeeotgn as a passive investment not more than one mteafeany class of publicly trad
securities of any entity); nor (b) solicit busindssm any of the Businessesustomers and users on behalf of any businessditextly
competes with the Businesses. Notwithstandingcamyrary provision of this Agreement, the Committi@dts discretion, may choose to we
the requirements of this paragraph 26 (including, fmot limited to, upon the advice of legal coungethe Company), and shall waive s
requirements in circumstances where enforcealdfithis paragraph 26 is precluded by applicable Iais paragraph 26 will not apply to ¢
Employee whose principal work location is in that8tof California.

27. NonSolicit . The Employee agrees that for the Obligationsdéerihe Employee will not either directly or inditky
solicit, induce, recruit, or encourage any of thmpanys employees to leave their employment, or take asuap employees, either for
benefit of the Employee or on behalf of anotheiitgnprovided, however, this provision is not erdeable with respect to the Employee’
administrative assistant.




APPENDIX B
PERFORMANCE MATRIX
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Exhibit 10.3
OFFICER RESTRICTED STOCK UNIT AGREEMENT — TIME-BASE D VESTING
POLYCOM, INC.
RESTRICTED STOCK UNIT AGREEMENT
[ NAME ]

Employee ID Number: Number ]
NOTICE OF GRANT

Polycom, Inc. (the “Company”) hereby grants y¢Mame] (the “Employee”),an award of Restricted Stock Units under
Company’'s 2011 Equity Incentive Plan (the “PlanThe date of this Restricted Stock Unit Agreemehe (‘Agreement”) iSIDATE] (the
“Grant Date”). Subject to the provisions of Appenéd (attached) and of the Plan, the principal fieas of this award are as follows:

Number of
Restricted Stock Units: [Shares]
Vesting Schedule The Restricted Stock Units will vest in accordaneith the following schedule [INSERT

DESCRIPTION OF VESTING SCHEDULE] .*

IMPORTANT :

* Except as otherwise provided in Appendix A, Enygle will not vest in the Restricted Stock Unitsagd he or she is employed by
Company or one of its Subsidiaries through theiapple vesting date.

Your signature below indicates your agreement anttbrstanding that this award is subject to alhefterms and conditions contai
in Appendix A and the Plan. For example, importaditional information on vesting and forfeituretibe Restricted Stock Units is contai
in paragraphs 3 through 5 and paragraph 7 of Agpefd PLEASE BE SURE TO READ ALL OF APPENDIX A, WHICH CON TAINS
THE SPECIFIC TERMS AND CONDITIONS OF THIS AGREEMENT .

POLYCOM, INC. EMPLOYEE
[NAME] [NAME]
[TITLE]

Date:[DATE] Date:[DATE]




APPENDIX A
TERMS AND CONDITIONS OF RESTRICTED STOCK UNITS

1. Grant. The Company hereby grants to the Employee uth@ePlan an award of the Number of Restricted Stéwiks se
forth on the Notice of Grant, subject to all of teems and conditions in this Agreement and the.Pkss of the date of grant, the Employe
an executive officer of the Company who is subfecBection 16 of the 1934 Act. When Shares ard fwathe Employee in payment for
Restricted Stock Units, par value will be deemedl gay the Employee for each Restricted Stock Umitpast services rendered by
Employee, and will be subject to the appropriatevté#hholdings. Unless otherwise defined hereapitalized terms used herein shall have
meanings ascribed to them in the Plan.

2. Companis Obligation to Pay Each Restricted Stock Unit has a value equéhéoFair Market Value of a Share on
date that the Restricted Stock Unit is grantedletand until the Restricted Stock Units haveedest the manner set forth in paragrap
through 5, the Employee will have no right to papief such Restricted Stock Units. Prior to actp@yment of any vested Restricted S
Units, such Restricted Stock Units will represemtuasecured obligation. Payment of any vestedrieted Stock Units will be made in whi
Shares only.

3. Vesting Schedule/Period of RestrlctlorExcept as provided in paragraphs 4 and 5, amjesuto paragraph 7, t
Restricted Stock Units awarded by this Agreemeratl skest in accordance with the vesting provisises forth on the first page of t
Agreement. Restricted Stock Units shall not vesthe Employee in accordance with any of the pioms of this Agreement unless
Employee shall have been continuously employecbyGompany or by one of its Subsidiaries from tih@nGDate until the date the Restric
Stock Units are otherwise scheduled to vest.

4, Modifications to Vesting Schedule

€) Vesting upon Leave of Absenbtiethe event that the Employee takes an autholiezade of absence (“LOA;
the Restricted Stock Units awarded by this Agredrtieat are scheduled to vest shall be modifiedbtgvis:

0] if the duration of the Employee’s LOA is six{@0) days or less, theesting schedule set forth on
first page of this Agreement shall not be affedigdhe Employee’s LOA.

(i) if the duration of the Employeg’LOA is greater than sixty (60) days, the schadlwesting of an
Restricted Stock Unis awarded by this Agreement that are not then desftall be deferred for a period of time equalh® duration of th
Employee’s LOA.

(b) Death or Disability of Employee In the event that the Employee incurs a Ternonabdf Service due to his
her death or Disability, the Employee shall immeslia vestas to the number of Restricted Stock Units that ld/dwave vested had t
Employee remained an employee of the Company or ahéts Subsidiaries througfINSERT DESCRIPTION OF VESTING
CONDITIONS] .

In the event that any applicable law limits the Qamy’s ability to accelerate the vesting of thisaaavof Restricted Stock
Units, this paragraph 4(b) shall be limited to &x¢ent required to comply with applicable law.

(c) Change in Control

0] In the event of a Change in Control, this award|dfe subject to the definitive agreement gover
such Change in Control. Such agreement, withauEtmployees consent and notwithstanding any provision toctrgrary in this Agreeme
or the Plan, must provide for one of the followilg) the assumption of this award by the survidogporation or its parent; (b) the substitu
by the surviving corporation or its parent of anaagvwith substantially the same terms as this aw@r¢c) the cancellation of this award a
full vesting and payment to the Employee of ther8&dhen subject to the award; provided, howevet such Shares shall be consid
delivered effective as of immediately prior to tB&ange in Control so as to enable the Employeeatticfpate in the Change in Cont
transaction. In the event the definitive agreendods not provide for one of the foregoing altemest with respect to the treatment of
award, this award shall have the treatment spedifieclause (c) of the preceding sentence. The Gaesrmay, in its sole discretion, accele
the vesting of this award in connection with anythe# foregoing alternatives. For purposes of thgge&ment, “Change in Controtieans th
occurrence of any of the following events: (a) dpgrson” @s such term is used in Sections 13(d) and 14(dheofl934 Act) becomes |
“beneficial owner” (as defined in Rule 13def the 1934 Act), directly or indirectly, of setties of the Company representing more than
percent (50%) of the total voting power represemtgdhe Company then outstanding voting securities; (b) the commation of the sale
disposition by the Company of all or substantiallyof the Company’s assets; (c) a change in timeposition of the Board occurring within a
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oneyear period, as a result of which fewer than a nigjof the directors are Incumbent Directors; dj the consummation of a merge|
consolidation of the Company with any other cortiora other than a merger or consolidation whichuldaesult in the voting securities of
Company outstanding immediately prior thereto curitig to represent (either by remaining outstanaindy being converted into voti
securities of the surviving entity or its parent)east fifty percent (50%) of the total voting pemwepresented by the voting securities o
Company or such surviving entity or its parent tanding immediately after such merger or consaltat‘Incumbent Directors’mean
directors who either (A) are Directors as of thieaive date of the Plan, or (B) are elected, animated for election, to the Board with
affirmative votes of at least a majority of the &itors at the time of such election or nominatibut (will not include an individual who
election or nomination is in connection with an uatt or threatened proxy contest relating to thectele of directors to tt
Company). Notwithstanding the foregoing, if the [Hoyee is a party to a change of control agreemétit the Company, the definition
“change of control” as defined in the change oftomragreement will supersede the above definition.

(i) Notwithstanding anything herein to the contrarythe event the Employee incurs a Terminatic
Service within twelve (12) months following a Chanip Control on account of a termination by the @any (or any Subsidiary) for a
reason other than Cause or on account of a teriminby the Employee for Good Reason, then déiward immediately will vest in one hund
percent (100%) of the Restricted Stock Units sulifethis Restricted Stock Unit award.

For purposes of this Agreement, “Good Reason” mesitisout the Employes’ written consent (&
material reduction in the Employee’s authority, iésitor responsibilities compared to the Emplogesuthority, duties and responsibili
immediately prior to the Change of Control that substantially inconsistent with the Employee beangenior executive of the Company (
Subsidiary), (b) the Employeeprincipal work location being moved more thanndites, from the location immediately prior to thbahge il
Control or (c) the Company (or a Subsidiary) matgrireducing the Employeg’base salary (unless the base salaries of sub#taatl othe:
senior executives of the Company are similarly cedi). Employee will not resign for Good Reason withoustfiproviding the Company wi
written notice of the acts or omissions constitgtine grounds for “Good Reasowfthin ninety (90) days of the initial existencetb& ground
for “Good Reason’and the Company must have an opportunity withintythi30) days following delivery of such notice tore the Goa
Reason condition.Notwithstanding the foregoing, if the Employee igaty to a change of control agreement with then@any, the definitio
of “good reason” as defined in the change of cdrigopeement will supersede the above definition.

For purposes of this Agreement, “Cause” meansh@BEmployees failure to perform (other than due
Disability or death) the duties of the Employgpbsition (as they may exist from time to timejhe reasonable satisfaction of the Compan
any Subsidiary) after receipt of a written warniagd at least 15 daysipportunity to for the Employee to cure the failufle) any act ¢
dishonesty taken by the Employee in connection thithEmployee’s responsibilities as an employetishiatended to result in the Employee’
substantial personal enrichment, (c) the Employeefwiction or plea of no contest to a crime thegatively reflects on the Employseditnes:
to perform the Employee’s duties or harms the Camisa(or any Subsidiary’s) reputation or busingsly the Employee willful misconduc
that is injurious to the Company (or any Subsidiagy (e) the Employes’willful violation of a material Company (or Subigiry) policy. Thi
preceding definition shall not be deemed to beussige of all the acts or omissions that the Comp@myany Subsidiary) may consider
grounds for the dismissal or discharge of the Emggdo or any other individual in the service of theonany (or an
Subsidiary). Notwithstanding the foregoing, if thenployee is a party to a change of control agreemiéth the Company, the definition
“cause” as defined in the change of control agregmdl supersede the above definition.

5. Committee Discretion The Committee, in its discretion, may accelethgevesting of the balance, or some lesser pe
of the balance, of the Restricted Stock Units gttéme, subject to the terms of the Plan. If soederated, such Restricted Stock Units wil
considered as having vested as of the date spbi§ieche Committee. If the Committee, in its détimn, accelerates the vesting of the bale
or some lesser portion of the balance, of the R#str Stock Units and the Restricted Stock Units ‘aleferred compensatiowithin the
meaning of Section 409A, the payment of such acatdd Restricted Stock Units nevertheless shathade at the same time or times as if :
Restricted Stock Units had vested in accordande tivé vesting schedule set forth in the Notice mr® (whether or not the Employee rem
employed by the Company or by one of its Subsidéags of such date(s)). Notwithstanding the faregaf such Restricted Stock Units
accelerated in connection with the Emploge€ermination of Service (other than due to dedtt®),Restricted Stock Units that vest on acc
of the Employee’s Termination of Service will na bonsidered due or payable until the Employeeahi@gparation from servicebithin the
meaning of Section 409A. In addition, if the Emyde is a “specified employeetithin the meaning of Section 409A at the time loé
Employees separation from service, then any such acceterf@gstricted Stock Units otherwise payable withie six (6) month peric
following the Employees separation from service instead will be paidhendate that is six (6) months and one (1) dayp¥aig the date of tt
Employees separation from service, unless the Employee fdié&sving his or her separation from service, imigh case, the accelera
Restricted Stock Units will be paid to the Empldygeestate as soon as practicable following his npdbath, subject to paragraph 9. There
such Restricted Stock Units shall continue to bd paaccordance with the vesting schedule sehfort the first page of this Agreement.
purposes of this Agreement, “Section 409A” meangiSe 409A of the
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U.S. Internal Revenue Code of 1986, as amendedaaydinal Treasury Regulations and other Intef@lenue Service guidance thereur
as each may be amended from time to time (“Sedt@A").

6. Payment after Vesting Any Restricted Stock Units that vest in accomawith paragraphs 3 through 4 will be paid tc
Employee (or in the event of the Employedeath, to his or her estate) in Shares as sopraascable following the date of vestlng subje
paragraph 9, but in no event later than the applcavo and one-half (2%2) month period of the “sherm deferral’rule set forth in the Secti
1.409A-1(b)(4) of the Treasury Regulations issued undetti@® 409A. Notwithstanding the foregoing, if tiestricted Stock Units &
“deferred compensationkithin the meaning of Section 409A, the vested Reetl Stock Units will be released to the Employeein the
event of the Employeg’death, to his or her estate) in Shares as sopraascable following the date of vesting, subjecparagraph 9, but
no event later than the end of the calendar yesrititludes the date of vesting or, if later, tiieeén (15th) day of the third (3rd) calen
month following the date of vesting (provided thia Employee will not be permitted, directly orimettly, to designate the taxable year ol
payment). Further, if some or all of the Restdc&ock Units that are “deferred compensatiaithin the meaning of Section 409A vest
account of the Employeg'Termination of Service (other than due to deattgccordance with paragraphs 3 through 4, therRest Stoc
Units that vest on account of the Employee’s Teatiim of Service will not be considered due or fgaintil the Employee has aéparatio
from service” within the meaning of Section 409k. addition, if the Employee is a “specified emmeywithin the meaning of Section 40
at the time of the Employee’separation from service (other than due to detithj) any accelerated Restricted Stock Units lvélpaid to th
Employee no earlier than six (6) months and onalél)following the date of the Employseseparation from service unless the Employee
following his or her separation from service, inigfh case, the Restricted Stock Units will be paidthe Employees estate as soon
practicable following his or her death, subjecp&magraph 9. Any Restricted Stock Units that uestccordance with paragraph 5 will be |
to the Employee (or in the event of the Emplogedeath, to his or her estate) in Shares in acnoedwith the provisions of such paragr:
subject to paragraph 9. For each Restricted Stimikthat vests, the Employee will receive one 8har

7. Forfeiture. Notwithstanding any contrary provision of thigr&ement, the balance of the Restricted Stock Uimitshav
not vested pursuant to paragraphs 3 through Seatirtire of the Employes’ Termination of Service for any or no reason Wl forfeited an
automatically transferred to and reacquired byGbenpany at no cost to the Company.

8. Death of Employee Any distribution or delivery to be made to theafloyee under this Agreement will, if the Emplo
is then deceased, be made to the administratoxeguor of the Employes’estate. Any such administrator or executor nfustish the
Company with (a) written notice of his or her stasis transferee, and (b) evidence satisfactorggdCompany to establish the validity of
transfer and compliance with any laws or regulatipartaining to said transfer.

9. Withholding of Taxes When Shares are issued as payment for vestelidies Stock Units, the Company (or
employing Subsidiary) will withhold a portion ofdtShares that have an aggregate market valueisaffto pay federal, state, local and fore
income, social insurance, employment and any atpplicable taxes required to be withheld by the Gany or the employing Subsidiary w
respect to the Shares, unless the Company, inolts discretion, either requires or otherwise pesniiie Employee to make alterr
arrangements satisfactory to the Company for sutttheldings in advance of the arising of any witlthieg obligations. The number of She
withheld pursuant to the prior sentence will bended up to the nearest whole Share, with no refan@ny value of the Shares withhelc
excess of the tax obligation as a result of sucimdang. Notwithstanding any contrary provisiontlis Agreement, no Shares will be iss
unless and until satisfactory arrangements (agmdated by the Company) have been made by the Eraplayth respect to the payment of
income and other taxes which the Company deternmmest be withheld or collected with respect to s@tares. In addition and to
maximum extent permitted by law, the Company (@ #&mploying Subsidiary) has the right to retainhwitt notice from salary or ott
amounts payable to the Employee, cash having &suff value to satisfy any tax withholding obligets that the Company determines ca
be satisfied through the withholding of otherwisgdivkrable Shares. All income and other taxegedlo the Restricted Stock Units award
any Shares delivered in payment thereof are theeresponsibility of the Employee. By accepting tinvard, the Employee expressly cons
to the withholding of Shares and to any additiaradh withholding as provided for in this paragr8ph

10. Rights as StockholderNeither the Employee nor any person claimingenrat through the Employee will have an
the rights or privileges of a stockholder of then@pany in respect of any Shares deliverable hereuwntess and until certificates represen
such Shares (which may be in book entry form) halve been issued, recorded on the records of thgo@uy or its transfer agents or regist
and delivered to the Employee (including througétbnic delivery to a brokerage account). Afieehsissuance, recordation and delivery
Employee will have all the rights of a stockholdéthe Company with respect to voting such Shanesraceipt of dividends and distributic
on such Shares.

11. No Effect on Employment Subject to any employment contract with the Epé, the terms of such employment
be determined from time to time by the Companyther Subsidiary employing the Employee, as the camg be, and the Company, or
Subsidiary employing the Employee, as the case Ieaywill have the right, which is hereby expresdgerved, to terminate or change
terms of the employment of the Employee at any fion@ny reason whatsoever, with or without goodsea
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The transactions contemplated hereunder and thengexchedule set forth on the first page of thigeement do not constitute an expres
implied promise of continued employment for anyiperof time. A leave of absence or an interruptiorservice (including an interrupti
during military service) authorized or acknowleddgdthe Company or the Subsidiary employing the bya®, as the case may be, shal
be deemed a Termination of Service for the purposéss Agreement.

12. Address for Notices Any notice to be given to the Company undertéies of this Agreement will be addressed tc
Company, in care of its General Counsel, at 600keca Center Dr., P.O. Box 641390, San Jose, CA8%t at such other address as
Company may hereafter designate in writing.

13. Grant is Not TransferableExcept to the limited extent provided in thisr&gment, this grant of Restricted Stock L
and the rights and privileges conferred hereby moll be sold, pledged, assigned, hypothecatedsfaard or disposed of any way (whethe
operation of law or otherwise) and will not be ®dbjto sale under execution, attachment or sirpilacess, until the Employee has been is
Shares in payment of the Restricted Stock UnitgorJany attempt to sell, pledge, assign, hypotleedednsfer or otherwise dispose of
grant, or any right or privilege conferred hereblyupon any attempted sale under any executioagtatient or similar process, this grant
the rights and privileges conferred hereby immediatvill become null and void.

14. Restrictions on Sale of Securitie3he Shares issued as payment for vested Resti&ibck Units under this Agreem
will be registered under U.S. federal securitiagsland will be freely tradable upon receipt. Hoam\an Employes’ subsequent sale of
Shares may be subject to any market blackout-pdtiat may be imposed by the Company and must convjily the Company inside
trading policies, and any other applicable se@sitaws.

15. Binding Agreement Subject to the limitation on the transferabilitiythis grant contained herein, this Agreement b4
binding upon and inure to the benefit of the hdagatees, legal representatives, successors sigtha®f the parties hereto.

16. Additional Conditions to Issuance of Certifiestfor Shares The Company shall not be required to issue @&mijficate
or certificates for Shares hereunder prior to Haient of all the following conditions: (a) the mdsion of such Shares to listing on all s
exchanges on which such class of stock is theedligb) the completion of any registration or othealification of such Shares under any |
state or federal law or under the rulings or retyoes of the Securities and Exchange Commissioangrother governmental regulatory bc
which the Committee shall, in its absolute disoretideem necessary or advisable; (c) the obtawfirrgny approval or other clearance from
U.S. state or federal governmental agency, whiehGbmmittee shall, in its absolute discretion, detee to be necessary or advisable;
(d) the lapse of such reasonable period of timeviohg the date of vesting of the Restricted Stuklits as the Committee may establish f
time to time for reasons of administrative convang

17. Plan Governs This Agreement is subject to all the terms araVigions of the Plan. In the event of a confhetweel
one or more provisions of this Agreement and on@are provisions of the Plan, the provisions of Btten will govern.

18. Committee Authority The Committee will have the power to interptet Plan and this Agreement and to adopt
rules for the administration, interpretation anglagation of the Plan as are consistent therewiit # interpret or revoke any such n
(including, but not limited to, the determinatiofi whether or not any Restricted Stock Units haveted). All actions taken and
interpretations and determinations made by the Citieeenin good faith will be final and binding uptme Employee, the Company and all o
interested persons. No member of the Committeebgilpersonally liable for any action, determinatiar interpretation made in good fe
with respect to the Plan or this Agreement.

19. Captions. Captions provided herein are for conveniencey @rid are not to serve as a basis for interpretai
construction of this Agreement.

20. Adgreement Severableln the event that any provision in this Agreemeill be held invalid or unenforceable, si
provision will be severable from, and such invalidir unenforceability will not be construed to kaany effect on, the remaining provision
this Agreement.

21. Modifications to the AgreementThis Agreement constitutes the entire understandf the parties on the subje
covered. The Employee expressly warrants thatrhehe is not accepting this Agreement in relianneany promises, representations
inducements other than those contained herein.ifidations to this Agreement or the Plan can be enadly in an express written contr
executed by a duly authorized officer of the ConypaNotwithstanding anything to the contrary in fkan or this Agreement, the Comp
reserves the right to revise this Agreement agéints necessary or advisable, in its sole discratiohwithout the consent of the Employe
comply with Section 409A or to otherwise avoid imnsftion of any additional tax or income recognitiamder S ection 409Arior to the actui
payment of Shares pursuant to this award of Réstri€tock Units, provided that any such revisidmsllsnot materially reduce the bene
intended to be conferred by this Agreement. Howgumeno
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event will the Company be obligated to make anyhgewision and in all events, the Employee willdodely responsible for any taxes that |
be owed under Section 409A on account of this awaRkestricted Stock Units.

22. Amendment, Suspension or Termination of then PI8y accepting this Restricted Stock Units awdhi, Employe
expressly warrants that he or she has receiveghaito receive stock under the Plan, and has redeiead and understood a description ¢
Plan. The Employee understands that the Plarsgationary in nature and may be amended, suspardedninated by the Company at
time.

23. Labor Law. By accepting this Restricted Stock Units awdh@, Employee acknowledges that: (a) the granhes:
Restricted Stock Units is a otieae benefit which does not create any contractwadther right to receive future grants of ResgcStoc
Units, or benefits in lieu of Restricted Stock Wnifb) all determinations with respect to any fatgrants, including, but not limited to, the tir
when the Restricted Stock Units shall be granteel umber of Restricted Stock Units subject to destricted Stock Unit award and the t
or times when the Restricted Stock Units shall west be at the sole discretion of the Company;tfe Employees participation in the Plan
voluntary; (d) the value of these Restricted Stockts is an extraordinary item of compensation Whi outside the scope of the Employee’
employment contract, if any; (e) these RestrictamtISUnits are not part of the Employseiormal or expected compensation for purpos
calculating any severance, resignation, redundagy, of service payments, bonuses, leagsice awards, pension or retirement benefi
similar payments; (f) the vesting of these RestdcBtock Units will cease upon termination of ergplent for any reason except as |
otherwise be explicitly provided in the Plan orstihigreement; (g) the future value of the underly8t@res is unknown and cannot be pred
with certainty; (h) these Restricted Stock Unitgéndeen granted to the Employee in the Emplaystitus as an employee of the Compal
its Subsidiaries; (i) any claims resulting fromdaeRestricted Stock Units shall be enforceablat &ll, against the Company; and (j) there !
be no additional obligations for any Subsidiary éyimng the Employee as a result of these RestriStedk Units.

24, Disclosure of Employee InformationBy accepting this Restricted Stock Units awdhd Employee consents to
collection, use and transfer of personal data asriteed in this paragraph. The Employee understdmat the Company and its Subsidie
hold certain personal information about him or lecjuding his or her name, home address and telsphumber, date of birth, social sect
or identity number, salary, nationality, job titieny shares of stock or directorships held in tben@Gany, details of all awards of Restric
Stock Units or any other entitlement to shareste¢lsawarded, canceled, exercised, vested, unvestedtstanding in his or her favor, for
purpose of managing and administering the Plan téf)aThe Employee further understands that the Companyoa its Subsidiaries w
transfer Data among themselves as necessary fauttpese of implementation, administration and ngan@ent of his or her participation
the Plan, and that the Company and/or any of itssifliaries may each further transfer Data to aingl tharties assisting the Company in
implementation, administration and management efRtan. The Employee understands that these ratspieay be located in the Europ
Economic Area, or elsewhere, such as in the Ulg& Bmployee authorizes the Company to receive ggessise, retain and transfer the Da
electronic or other form, for the purposes of inmpéating, administering and managing his or herigpétion in the Plan, including a
requisite transfer to a broker or other third paxith whom he or she may elect to deposit any Shafestock acquired from this awarc
Restricted Stock Units of such Data as may be reddor the administration of the Plan and/or thlesequent holding of Shares of stock ot
or her behalf. The Employee understands that h€hermay, at any time, view the Data, require argesgary amendments to the Dat
withdraw the consent herein in writing by contagtthe Equity Programs Department for the Compamlyaarts applicable Subsidiaries.

25. Notice of Governing Law This award of Restricted Stock Units shall begegoed by, and construed in accordance
the laws of the State of California, without reg&ogrinciples of conflict of laws.

26. NonCompete The Employee agrees that for the period commegnen the date the Employee executes this Agree
and ending on the date occurring twelve (12) moriter the Employee incurs a Termination of Ser(itee “Obligations Period”)the
Employee, directly or indirectly, whether as an &ype, owner, sole proprietor, partner, directoermber, consultant, agent, founder, cc
venturer or otherwise, will (a) not engage, pap@té or invest in any business activity anywherthenworld that is directly competitive w
the principal products or services of the Companyg #s subsidiaries (the “BusinessesBxcept that it will not be a violation of tl
paragraph 26 for the Employee to own as a passiasiment not more than one percent of any clapsiufcly traded securities of any entii
nor (b) solicit business from any of the Businessasstomers and users on behalf of any business dinettly competes with ti
Businesses. Notwithstanding any contrary provisibthis Agreement, the Committee, in its discnetimay choose to waive the requirem
of this paragraph 26 (including, but not limited tgon the advice of legal counsel to the Compaagyl shall waive such requirement
circumstances where enforceability of this paralgrap is precluded by applicable law. This paragra@ will not apply to any Employ
whose principal work location is in the State ofifoania.

27. NonSolicit . The Employee agrees that for the Obligationsolethe Employee will not either directly or ineatly
solicit, induce, recruit, or encourage any of thepanys employees to leave their employment, or take asuap employees, either for
benefit of the Employee or on behalf of anotheiitgnprovided, however, this provision is not erdeable with respect to the Employee’
administrative assistant.
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Exhibit 31.1

CERTIFICATION

I, Peter A. Leav, certify that:

1.
2.

I have reviewed this quarterly report on Forn-Q of Polycom, Inc.

Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate 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 statememts 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(s)danare responsible for establishing and maintgmisclosure 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 proesdor caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finahi@porting to be designed unt
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntad report 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 thastegnt's internal control over financial reportititat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s)danhave disclosed, based on our most recent e@uaf internal 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 waakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpzahcial information; an

b)  Any fraud, whether or not material, that inxed management or other employees who have ais@mifole in the registrant’s
internal control over financial reportin

May 1, 2014 By: /s/ PETERA. L EAV

NamePeter A. Lea\
Title: President and Chief Executive Offic



Exhibit 31.2

CERTIFICATIONS

I, Laura J. Durr, certify that:

1. | have reviewed this quarterly report on Forn-Q of Polycom, Inc.
2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this repo
3. 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
4. The registrant’s other certifying officer(s)dalnare responsible for establishing and maintgjmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha
a) Designed such disclosure controls and pruoresd or caused such disclosure controls and puoeedo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over finahm@aorting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataoce with generally accepted accounting princij

C) Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conantprocedures, as of the end of the period coumyehis report based on such
evaluation; ant

d) Disclosed in this report any change in gmgistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) ilas 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(s)dainhave disclosed, based on our most recent eN@iuaf internal 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 materialakeesses in the design or operation of internalrobaver financial reporting which
are reasonably likely to adversely affect the regi¥’ s ability to record, process, summarize and refpmahcial information; an

b) Any fraud, whether or not material, thatdlwes management or other employees who have His#gn role in the registrant’s
internal control over financial reportin

May 1, 2014 By: /s/ LAURA J. DURR

Name:Laura J. Dur
Title: Interim Chief Financial Officer, Senibdlice President,
and Chief Accounting Office



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, Peter A. Leav, certify, pursuant to 18 U.S.Ccti® 1350, as adopted pursuant to Section 906eoSarbanes-Oxley Act of 2002, that the
Quarterly Report of Polycom, Inc. on Form 10-Qtfoe three months ended March 31, 2014 fully comnsphih the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such Quarteyp®&t on Form 10-Q fairly presents in all
material respects the financial condition and itssafl operations of Polycom, Inc.

May 1, 2014 By: /s/PEeTerA. L Eav
Name:Peter A. Lear
Title: President and Chief Executive Offic

Certification of the Interim Chief Financial Officer, Senior Vice President, and Chief Accounting Offier pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906tbé Sarbanes-Oxley Act of 2002

I, Laura J. Durr, certify, pursuant to 18 U.S.Cct8m 1350, as adopted pursuant to Section 90BeoSarbanes-Oxley Act of 2002, that the
Quarterly Report of Polycom, Inc. on Form 10-Qtfoe three months ended March 31, 2014 fully comsphigh the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such Quarteryp&t on Form 10-Q fairly presents in all
material respects the financial condition and itssofl operations of Polycom, Inc.

May 1, 2014 By: /s/L AurRAJ. DURR
Name:Laura J. Dur
Title: Interim Chief Financial Officer, Senior \@dPresident,
and Chief Accounting Office




