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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 June 30, 2014

or

O 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 mofah$or such shorter period that the Registrart veguired to file such reports) and
(2) has been subject to such filing requirementsHe past 90 days. Yek&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 registrantlerge accelerated filer, an accelerated filer, maccelerated 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 O

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

There were 136,789,876 shares of the Company’s Gon8tock, par value $.0005, outstanding on July2234.
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PART I — FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

POLYCOM, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(in thousands, except share data)
June 30, December 31
2014 2013
ASSETS
Current assel
Cash and cash equivalel $ 413,13 $ 392,62¢
Shor-term investment 136,32( 134,68:
Trade receivables, net of allowance for doubtfaloamts of $3,398 and $2,827 at June 30, 2014 a
December 31, 2013, respectivi 177,07 183,36
Inventories 105,90 103,30¢
Deferred taxe 37,68( 37,08t
Prepaid expenses and other current a: 55,65 50,35:
Total current asse 925,76: 901,42¢
Property and equipment, r 108,83: 115,15
Long-term investment 90,91¢ 56,37:
Goodwill 559,24t 559,46(
Purchased intangibles, r 30,92( 37,45¢
Deferred taxe 46,177 51,39¢
Other asset 30,20: 27,75%
Total asset $ 1,792,05 $ 1,749,03
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Accounts payabl $ 93,357 $ 84,64(
Accrued payroll and related liabilitie 41,84: 40,16:
Taxes payabl 2,26( 5,38¢
Deferred revenu 174,25. 172,40t
Current portion of lon-term debt 6,25( 6,25(
Other accrued liabilitie 83,28t 77,74«
Total current liabilities 401,24t 386,59:
Non-current liabilities
Long-term deferred revent 84,33¢ 87,46
Taxes payabl 12,58( 12,41¢
Deferred taxe 12: 14¢
Long-term debt 239,06: 242,18t
Other nor-current liabilities 52,07: 43,84¢
Total nor-current liabilities 388,17! 386,07:
Total liabilities 789,42: 772,66!
Stockholders' equit
Common stock, $0.0005 par value; Authorized: 350,000 shares; Issued and outstanding:
136,787,842 shares at June 30, 2014 and 135,158(@66s at December 31, 2( 67 68
Additional paic-in capital 1,145,69. 1,104,27.
Accumulated defici (146,979 (132,349
Accumulated other comprehensive incc 3,84: 4,37
Total stockholders' equi 1,002,63 976,36!
Total liabilities and stockholders' equ $ 1,792,05 $  1,749,03

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




POLYCOM, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(in thousands, except per share data)

Three Months Ended

Six Months Ended

June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Revenues
Product revenue $ 236,56! $ 251,42. $ 468,07: $ 497,55
Service revenue 95,45¢ 93,81: 192,46¢ 186,43!
Total revenue 332,01¢ 345,23: 660,54, 683,98
Cost of revenues
Cost of product revenut 97,71( 105,28t 195,34t 207,16:
Cost of service revenu: 39,08 38,35( 77,99( 76,127
Total cost of revenue 136,79 143,63t 273,33t 283,29:
Gross profit 195,22. 201,59¢ 387,20 400,69!
Operating expense
Sales and marketir 97,83t 109,65 191,80« 218,37.
Research and developmt 49,03: 54,62¢ 97,17¢ 110,56:
General and administrati 24,63¢ 24,29¢ 48,42¢ 47,99
Amortization of purchased intangibl 2,43¢ 2,54t 4,92¢ 5,04
Restructuring cosl 9,17¢ 4,32¢ 39,51¢ 9,75:
Transactio-related cost — 48 15€ 3,37-
Total operating expens 183,11« 195,50° 382,01: 395,09¢
Operating incom: 12,10¢ 6,091 5,19¢ 5,59¢
Interest and other income (expense),
Interest expens (1,460 (479 (2,939 (88¢€)
Other income (expens (23€) 95 543 (257)
Interest and other income (expense), (1,69€) (384) (2,399 (1,149
Income from continuing operations before provision(benefit
from) income taxe 10,41 5,707 2,80z 4,45:
Provision for (benefit from) income tax 1,85¢ 412 (1,769 (2,959
Net income from continuing operatio 8,551 5,29¢ 4,56¢ 7,41
Gain from sale of discontinued operations, netgés — — — 45¢
Net income $ 8,551 $ 529t $ 4,56¢ $ 7,871
Basic net income per shal
Net income per share from continuing operati $ 0.0¢6 $ 0.0: $ 0.0: $ 0.04
Gain per share from sale of discontinued operatioetof taxe: — — — —
Basic net income per she $ 0.0¢6 $ 0.0 $ 0.0 $ 0.0t
Diluted net income per shai
Net income per share from continuing operati $ 0.0¢ $ 0.0: 3% 0.0: $ 0.04
Gain per share from sale of discontinued operatioetof taxe: — — — —
Diluted net income per sha $ 0.0¢6 $ 0.0 $ 0.0 $ 0.04
Number of shares used in computation of net incpareshare
Basic 138,01t 171,54. 137,40t 173,81
Diluted 142,87t 175,59: 142,52: 177,36t

Note that earnings per share amount for continaperations, gain from sale of discontinued openati@and net income, as presented ah

are calculated individually and may not sum dusotoding differences.

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




POLYCOM, INC.

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

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Net income $ 8,551 $ 529t $ 4,56¢€ $ 7,871
Other comprehensive income (loss), net of
Foreign currency translation adjustme 117 42¢ (1,08¢) 49:
Unrealized gains/losses on investme
Unrealized holding gains (losses) arising durirgykriod 7 (74) — (86)
Net gains/losses reclassified into earni (D 5 (2) 71
Net unrealized gains (losses) on investm 6 (69) 2 (15)
Unrealized gains/losses on hedging securi
Unrealized hedge gains (losses) arising duringoéred 422 (599 1 2,36:
Net gains/losses reclassified into earnings foenee hedge 1,40¢ 15¢ 4,27¢ (474
Net gains/losses reclassified into earnings foeasp hedge (1,51¢) (56E) (3,717) (652)
Net unrealized gains (losses) on hedging secu 313 (1,006 55¢ 1,235
Other comprehensive income (lo 43€ (64€) (530) 1,71t
Comprehensive incon $ 8,99: $ 4,64¢ $ 4,03¢ $ 9,58¢

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




POLYCOM, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)

Six Months Ended
June 30, June 30,
2014 2013

Cash flows from operating activitie

Net income $ 4,56¢€ $ 7,871
Adjustments to reconcile net income to net caskigenl by operating activitie:

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

Depreciation and amortizatic 29,03« 33,24
Amortization of purchased intangibl 6,53¢ 7,581
Amortization of capitalized software developmenstsdfor products to be sc 702 —
Amortization of debt issuance co: 267 —
Amortization of discounts and premiums on investtagnet 944 794
Provision for doubtful accoun 60C —
Write-down of excess and obsolete invento 2,25 3,86(
Stoclk-based compensation expel 19,41( 36,10(
Excess tax benefits from stc-based compensation expel (1,819 (43€)
Loss on disposal of property and equipmn 4,96¢ 1,742
Net gain on sale of discontinued operati — (459)
Changes in assets and liabilities, net of effeEecquisitions:
Trade receivable 5,80¢ (8,239
Inventories (4,84%) (4,12¢)
Deferred taxe (4,849 847
Prepaid expenses and other as (7,327%) (8,720
Accounts payabl 6,13( 6,61¢
Taxes payabl 4,12¢ (1,399
Other accrued liabilities and deferred reve 14,12t 6,774
Net cash provided by operating activit 80,62: 82,05¢
Cash flows from investing activitie
Purchases of property and equipm (24,339 (27,56()
Capitalized software development costs for prodtatse solc (2,479 —
Purchases of investmer (151,61) (136,99()
Proceeds from sales of investme 37,05¢ 10,35¢
Proceeds from maturities of investme 77,44( 143,20!
Net cash received from sale of discontinued opema — 55¢€
Net cash paid in purchase acquisiti — (8,350
Net cash used in investing activiti (63,927) (18,787)
Cash flows from financing activitie
Proceeds from issuance of common stock under ereplogtion and stock purchase pl 13,54 13,85(
Payments on del (3,129 —
Purchase and retirement of common si (8,426 (90,429
Excess tax benefits from stc-based compensation expel 1,81¢ 43€
Net cash provided by (used in) financing activi 3,81( (76,147
Net increase (decrease) in cash and cash equis 20,50« (12,86¢)
Cash and cash equivalents, beginning of pe 392,62¢ 477,07.
Cash and cash equivalents, end of pe 413,13. $ 464,20°




POLYCOM, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. BASIS OF PRESENTATION

The accompanying unaudited financial statementssisting of the condensed consolidated balancashsef June 30, 2014, the
condensed consolidated statements of operatiothddhree and six months ended June 30, 2014 @Rl the condensed consolidated
statements of comprehensive income for the thrdesesmonths ended June 30, 2014 and 2013, anwbtidensed consolidated statements of
cash flows for the six months ended June 30, 20842813, have been prepared in accordance withuatiog principles generally accepted in
the United States of America in accordance withitls&uctions to Form 10-Q and Article 10 of Redigia S-X. In addition, the condensed
consolidated balance sheet at December 31, 2013deasderived from the audited consolidated firerstatements as of that date.
Accordingly, these condensed consolidated finarstatements do not include all of the informatiod éootnotes typically found in the audit
consolidated financial statements and footnoteethéncluded in the Annual Report on Form 10-KPafycom, Inc. and its subsidiaries (the
“Company”). In the opinion of management, the acpanying unaudited financial statements have beepaped on a basis consistent with the
Company’s December 31, 2013 audited financial states and all adjustments (consisting of normalnrétg adjustments) considered
necessary for a fair statement have been inclugmdfurther information, refer to the consolidafencial statements and footnotes thereto
included in the Company’s Annual Report on FormKlfdr the year ended December 31, 2013.

The preparation of financial statements in confoymiith accounting principles generally acceptethi@ United States of America
requires management to make estimates and assas it 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 those estimates and dpegaesults for the three and six months ende@ By 2014 and are not necessarily indici
of the results that may be expected for the yedingrDecember 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 ftasls. The error was related to the net amortizatibdiscounts and premiums on
investments not being properly reported, which Iteduin understated cash flows provided by opeggadictivities 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 the Company’s previously éksaondensed consolidated statements of cash Wewnes materially misstated, the
Company considered the guidance in ASC Topic 288punting Changes and Error Correction8SC Topic 250-10-S99-Assessing
Materiality , and ASC Topic 250-10-S99-2pnsidering the Effects of Prior Year Misstatemevtien 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 financialdrmation 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 ftaws for the following period
(in thousands):

Six Months Ended June 30, 201
As Previously

Reported Adjustment As Revised
Condensed Consolidated Statement of Cash Flo\
Operating activities
Amortization of discounts and premiums on investtaenet $ — 3 794 $ 794
Net cash provided by operating activit $ 81,26: $ 794 % 82,05¢
Investing activities
Purchases of investmer $ (136,19 $ (794) $ (136,99()
Net cash used in investing activiti $ (17,989 $ (799 $ (18,78




2. RECENT ACCOUNTING PRONOUNCEMENTS

In May 2014, the Financial Accounting Standardsfdda-ASB”) issued an accounting standard updat&lwprovides companies with
a single model for use in accounting for revenusreg from contracts with customers and supersedagnt revenue recognition guidance,
including industry-specific revenue guidance. Theegrinciple of the model is to recognize revemhen promised goods or services are
transferred to customers in an amount that refbet€onsideration that is expected to be recdimethose goods or services . The guidance i
effective for annual reporting periods beginninggabDecember 15, 2016. Early adoption is not peeaitThe guidance permits companies to
either apply the requirements retrospectively k@@br periods presented, or apply the requireménthe year of adoption, through a
cumulative adjustment. The Company has not yettlea transition method nor has it determinedrtfpact of adoption on its consolidated
financial statements.

In July 2013, the FASB issued an accounting stahdpdate which clarifies that an unrecognized &xefit should be presented in the
financial statements as a reduction to a defeaedsset for a net operating loss carryforwardndas tax loss, or a tax credit carryforward if
such settlement is required or expected in theteéheruncertain tax position is disallowed. In attans where a net operating loss
carryforward, a similar tax loss, or a tax creditrgforward is not available at the reporting dateler the tax law of the applicable jurisdiction
or the tax law of the jurisdiction does not requand the entity does not intend to use the deldee asset for such purpose, the unrecognize
tax benefit should be presented in the financatkshents as a liability and should not be combimigld deferred tax assets. The guidance is
effective prospectively for reporting periods begnyg after December 15, 2013. The Company adopieguidance in the three months endec
March 31, 2014, and such adoption did not have temahimpact on the Company’s condensed cons@difihancial 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 Delasviamited liability corporation. The Company reogivcash consideration of
approximately $50.7 million, resulting in a gain sade of the discontinued operations, net of taae$35.4 million, as reflected in its
consolidated financial statements for the year didlecember 31, 2012. In the six months ended JOp2@.3, 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 agreerdditional cash consideration of up to $37.5limil is payable to Polycom over the next
three years subject to certain conditions, inclgdireeting certain agreed-upon EBITDA-based milestdor the fiscal years ending
December 31, 2014, 2015 and 2016. These conditvens not met for the fiscal year ended Decembe313. Such additional cash
consideration will be accounted for as a gain da shdiscontinued operations, net of taxes, whénriealized or realizable. For the six months
ended June 30, 2014, there was no realized gasalerof discontinued operations.

4. BUSINESS COMBINATIONS

On March 1, 2013 the Company completed its acduisif certain assets of Sentri, Inc. (“Sentri"pravately-held services company
with expertise in Microsoft technologies, for apgroately $8.0 million in cash, net of approximat&.4 million cash released from an esc
account in September 2013, as a result of a nekimgcapital adjustment. The total purchase pries wilocated to the net tangible and
intangible assets based upon their fair valuesatM1, 2013, with the excess amount recorded @dvgb. The goodwill is primarily
attributable to the expertise of former Sentri emgpkes in Microsoft technologies and expected syesifgom the combined company. The
Company has included the financial results of $@mits condensed consolidated financial stateséoim the date of acquisition. Pro forma
and actual results of operations of the acquisitvene not material to the Company’s condensed digladed financial statements.

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. Thegpan offers distributors and resellers direct aiinect financing on their purchases of the
Company’s products and services. In return, the @y agrees to pay the financing company a feedb@sa pre-defined percentage of the
transaction amount financed. In certain instaniteese financing arrangements result in a trangfeuoreceivables, without recourse, to the
financing company. If the transaction meets thdieplple criteria under ASC 860 and is accountecafoa sale of financial assets, the account
receivable are excluded from the balance sheet tiothird party financing company’s payment reanitte to the Company. In certain legal
jurisdictions, the arrangement fees that involvéntemance services or products bundled with maantea at one price do not qualify as a
of financial assets in accordance with the authtivié guidance. Accordingly, accounts receivablateel to these arrangements are accountec
for as a secured borrowing in accordance with A8Q, &nd the Company records a liability for anyhcaseived, while maintaining the
associated accounts receivable balance until 8tghiitor or reseller remits payment to the thiedtp financing company.
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In the three months ended June 30, 2014, totadacions entered pursuant to the terms of the EingriAgreement were approximately
$51.7 million, of which $37.5 million was relatealthe transfer of the financial assets arrangentietihe three months ended June 30, 2013,
total transactions entered were approximately $&8lifon, of which $23.0 million was related to thansfer of the financial assets
arrangement. In the six months ended June 30, 206tk tfransactions entered pursuant to the tefrifeedrinancing Agreement were
approximately $83.7 million, of which $68.6 milliamas related to the transfer of the financial asaetangement. In the six months ended
June 30, 2013, total transactions entered wereappately $50.6 million, of which $45.2 million waslated to the transfer 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 Jun23804 and December 31, 2013 was approximately028lion and $22.9 million,
respectively, of which $23.0 million and $21.6 moill, respectively, was related to the accountsivabe transferred, and is included ifirade
receivables” in the Company’s condensed consolitlatdance sheets. Fees incurred pursuant to tlaéing Agreement were approximately
$0.6 million and $0.4 million for the three monthsded June 30, 2014 and 2013, respectively, angl aygroximately $1.1 million and $0.7
million for the six months ended June 30, 2014 203, respectively. Those fees were recorded agtieds to revenues.

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

The following table presents the changes to the fizmy's goodwill by segment during the six monthdezhJune 30, 2014 (in
thousands):

Americas EMEA APAC Total
Balance at December 31, 20 $ 308,15¢ $ 101,88: $ 149,41¢ $ 559,46(
Foreign currency translatic — — (214) (214
Balance at June 30, 20 $ 308,15¢ $ 101,88: $ 149,20 $ 559,24t

Purchased Intangible Assets and Software Developtreosts

The following table presents details of the Compaigtal purchased intangible assets and capithbodtware development costs for
products to be sold as of the following periodstfiousands):

June 30, 201+« December 31, 201
Accumulated Accumulated
Gross Amortization Gross Amortization
Value & Impairment Net Value Value & Impairment Net Value
Core and developed technolc $ 81,17¢ $ (78,52H) $ 2,65: $ 81,17¢ $ (76,959 $ 4,22¢
Customer and partner
relationships 79,52t (53,499 26,027 79,52t (48,947 30,58«
Non-compete agreemer 1,80( (800) 1,00(¢ 1,80(C (500) 1,30(¢
Trade nam 3,40( (3,159 241 3,40( (3,089 311
Other 4,46 (4,38)) 81 4,46 (4,349 11¢
Finite-lived intangible asse 170,36! (140,362 30,00z 170,36! (133,82) 36,54(
Indefinite-lived trade nam: 91¢ — 91¢ 91¢ — 91¢
Total acquired intangible
asset: $ 171,280 $ (140,36 $ 30,92( $ 171,28 $ (133,82 $ 37,45¢
Capitalized software
development costs for product
to be solc $ 4,92 $ (89¢) $ 4,028 $ 2,36 $ (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 rexddvfor impairment annually or sooner when
indicators of potential impairment exist.




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

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Amortization of purchased intangibles in reven $ 19 $ 18 $ 38 % 38
Amortization of purchased intangibles in cost ajguct revenue 731 1,24¢ 1,57 2,49¢
Amortization of purchased intangibles in operatxgense: 2,43¢ 2,54¢ 4,92¢ 5,04
Total amortization expenses of purchased intang $ 3,18¢ $ 3,811 $ 6,53¢ $ 7,581

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

The estimated future amortization expense as & 3002014 is as follows (in thousands):

Year ending December 31 Amount

Remainder of 201 $ 6,35:
2015 10,49t
2016 8,48¢
2017 4,67(
2018 —
Total $ 30,00:

In the six months ended June 30, 2014, the Compapiyalized approximately $2.6 million of softwatevelopment costs for internally
developed software products to be marketed andtsaldstomers after the point that technologicasilility has been reached and before the
products are available for general release. There wo such costs capitalized in the six monthe@ddne 30, 2013 as the development cost:
qualifying for capitalization were insignificanth& capitalized costs are being amortized over stimated product useful life, generally three
years, beginning when the products are availabllgdaeral release. Management expects that theabagd software development costs
recoverable from future gross profits generatethiege products and services.

7. RESTRUCTURING COSTS

The Company recorded restructuring costs of $9Ikomiand $4.3 million during the three months ethdene 30, 2014 and 2013,
respectively, and $39.5 million and $9.8 milliorritig the six months ended June 30, 2014 and 2@%pectively. Pursuant to the
announcement in January 2014, management commlettdn actions designed to better align experstsetCompany’s revenue and gross
margin profile and position the Company for impréwaperating performance. These actions include@lih@énation of approximately six
percent of the global workforce and reduction @anilation of certain leased facilities. The Compdag recorded approximately $35.7 million
in restructuring costs as of June 30, 2014 in cotiwre with these actions announced in January 20it4does not expect any remaining che
to be material.

The following table summarizes the changes in tom@any’s restructuring reserves during the six meeinded June 30, 2014 (in
thousands):

Severance/Othel Facilities Total
Balance at December 31, 20 $ 1,14 $ 33,78¢ $ 34,92¢
Additions to the reserv 11,45« 28,06 39,51¢
Non-cash writ-offs — (2,51 (2,515
Cash payments and other us: (9,687 (11,385 (21,077)
Balance at June 30, 20 $ 291C $ 4795( $ 50,86(

As of June 30, 2014, the restructuring reserveimarily comprised of facilitiegelated liabilities. The Company calculated the ¥alue
of its facilities-related liabilities based on tiliscounted future lease payments less subleasmpssns. This fair value measurement is
classified as a Level 3 measurement under ASC B2 key assumptions used in the valuation moddéldecdiscount rates, cash flow
projections, and estimated sublease income. Thessergtions involve significant judgment, are basednanagemerd’estimate of current a
forecasted market conditions and are sensitivesaadeptible to change.
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8. BALANCE SHEET DETAILS

Trade receivables, net consist of the followingtfiousands):

June 30, December 31
2014 2013
Gross accounts receivabl $ 221,12: $ 225,13
Returns and related resen (40,657 (38,939
Allowance for doubtful accoun (3,399 (2,827)
Total $ 177,07- $ 183,36
Inventories consist of the following (in thousands)
June 30, December 31
2014 2013
Raw materials $ 3,65¢ $ 2,74(
Work in proces: 56¢ 84(
Finished good 101,68. 99,72¢
Total $ 105,90: $ 103,30!
Prepaid expenses and other current assets cohtist iollowing (in thousands):
June 30, December 31
2014 2013
Nor-trade receivable $ 6,317 $ 9,251
Prepaid expenst 39,83: 31,16«
Derivative asset 4,78¢ 6,74¢
Other current asse 4,71°F 3,18¢
Total $ 55,65 $ 50,35:
Deferred revenue consists of the following (in thands):
June 30, December 31,
2014 2013
Short-term:
Service $ 172,51 $ 170,70:
Product 112 307
License 1,62¢ 1,40(
Total $ 174,25. $ 172,40¢
Long-term:
Service $ 80,48. $ 83,09:
Product 9 —
License 3,84¢ 4,37t
Total $ 84,33t $ 87,46"
Changes in the deferred service revenue are asviolfin thousands):
Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Balance at beginning of peri $ 253,04« $ 246,01¢ $ 253,79 $ 241,77
Additions to deferred service reven 84,56 92,647 170,45¢ 180,39¢
Amortization of deferred service reven (84,61¢) (86,57%) (171,25 (170,08)
Balance at end of peric $ 252,99! $ 252,09 $ 252,99! $ 252,09:
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Other accrued liabilities consist of the followifig thousands):

June 30, December 31
2014 2013

Accrued expense $ 23,33: $ 22,51t
Accrued c-op expense 4,262 4,62¢
Restructuring reserve 19,57¢ 11,23¢
Warranty obligation: 10,35( 9,47¢
Derivative liabilities 5,40z 6,78(
Employee stock purchase plan withholdii 9,141 10,88:
Other accrued liabilitie 11,21¢ 12,22:

Total $ 83,28t $ 77,744

Changes in the warranty obligation are as followgHousands):
Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013

Balance at beginning of peri $ 10,00¢ $ 9,71t $ 9,47 $ 10,47¢
Accruals for warranties issued during 1
period 3,96¢ 4,49: 8,131 8,11
Actual charges against warranty reser
during the perioc (3,627) (4,522) (7,256 (8,907
Balance at end of peric $ 10,35( $ 9,68¢ $ 10,35( $ 9,68¢

9. COMMITMENTS AND CONTINGENCIES
Litigation and SEC Investigation

From time to time, the Company is involved in claiand legal proceedings that arise in the ordinatyse 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 intelleghuaperty claims as the number of products and ctitopgin Polycom’s industry grows and
the functionality of video, voice, data and webfevaencing products overlap. Any claims or procegdiagainst the Company, whether
meritorious or not, could be time consuming, resuttostly litigation, require significant amour@management time, result in the diversion
of significant operational resources, or require @mpany to enter into royalty or licensing agreets which, if required, may not be
available on terms favorable to the Company oflalf ananagement believes that a loss arising ftbese matters is probable and can be
reasonably estimated, the Company will record arwesfor the loss. As additional information becsragailable, any potential liability related
to these matters is assessed and the estimatesdeBased on currently available information, ngen@ent 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 outcantetur, there exists the possibility of a matem@erse impact on the Company’s financia
position and results of operations or liquidity the period in which the unfavorable outcome ocaurisecomes probable, and potentially in
future periods.

Following the July 23, 2013 announcement regarttiegdeparture of the Company’s former CEO, the 8fiated an investigation, a
class action lawsuit was filed, and derivative laitswere filed, all as described below.

SEC InvestigationIn July 2013, the Company was informed that tR€ Svas investigating the Audit Committee’s reviefw o
Mr. Miller's expenses and his resignation. The stigation is ongoing, and the SEC has requestednr#tion from the Company. The
Company is cooperating with the investigation agxently engaged in preliminary discussions to kestiie matter with the SEC.
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Class Action LawsuitOn July 26, 2013, a purported shareholder clesssm initially captionedNeal v. Polycom Inc., et al Case No.
3:13-cv-03476-SC, and presently captiohathanson v. Polycom, Incet al., Case No. 3:13-cv-03476-SC, was filechinWnited States
District Court for the Northern District of Califoia against the Company and certain of its curaedtformer officers and directors. On
December 13, 2013, the Court appointed a leadtgfaand approved lead and liaison counsel. On &atyr 24, 2014, the lead plaintiff filed a
first amended complaint. The amended complaingafi¢hat, between January 20, 2011 and July 23, 20& Company issued materially fe
and misleading statements or failed to discloserimétion regarding the Company’s business, operatiand compliance policies, including
with respect to its former Chief Executive OfficeExpense submissions and the Company’s internédate. The lawsuit further alleges that
the Company’s financial statements were materfallse and misleading. The amended complaint allemgéations of the federal securities
laws and seeks unspecified compensatory damagestlaedrelief. The defendants filed motions to d&sthe amended complaint. At this
time, we are unable to estimate any range of reddppossible loss relating to the securities céag®on.

Derivative Lawsuits On August 21, 2013 and October 16, 2013, two quiiea 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 constddiatoln re Polycom, Inc. Derivative LitigationLead Case No. 3:13-cv-03880. Plaintiffs
filed an amended complaint on April 4, 2014. Théeddants filed motions to dismiss the amended caimpl

On November 22, 2013 and December 13, 2013, twoaopted shareholder derivative suits, captiovéate v. Miller, et al, Case No. 1-
13-cv-256608, an€lem v. Miller, et al, Case No. 1-13-cv-257664, respectively, weralfitethe Superior Court of California, County of
Santa Clara, against certain of the Company’s atiamad 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 statedgive 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 behiathe 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 adequatenateontrols and issued, or authorized the issmiaficmaterially false and misleading
statements, including with respect to the Compaforismier Chief Executive Officer's expense submissiand the Comparg/internal 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@gugovernance reforms, and other re
At this time, we are unable to estimate any rarfgeasonably possible loss relating to the denigatictions.

Officer and Director Indemnifications

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 insurandieypthat 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 tledemnification obligations is not material.

Other Indemnifications

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, saaketense, 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 andisieeof its products and services. In addition, ftone to time, the Company also provides
protection to customers against claims relatechttiacovered liabilities, additional product liabilior environmental obligations.
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10. DEBT

On September 13, 2013, the Company entered intedittAgreement (the “Credit Agreement”) among @ampany, certain of its
subsidiaries from time to time party thereto asrgotors, the lenders from time to time party thesd Morgan Stanley Senior Funding, Inc.,
as Administrative Agent and Collateral Agent. Thedit Agreement provides for a $250.0 million tdoan (the “Term Loan”) maturing on
September 13, 2018 (the “Maturity Date”) and béatesrest 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 1.602000% based on the Company’s consolidated lgeeratio for the preceding four fiscal
quarters.

The Company entered into the Credit Agreement mution with and for purposes of funding purclsastthe Company’s common
stock pursuant to a $250.0 million modified “Dutihction” self-tender offer announced in Septemt@t2® See Note 14 for further details.
Interest is due and payable in arrears quarterljofms bearing interest at the base rate andeant of an interest period (or at each three
month interval in the case of loans with interestqds greater than three months) in the caseanislbearing interest at the reserve adjusted
LIBOR rate. The Term Loan is payable in quartenistallments of principal equal to $1.6 million whibegan on December 31, 2013, with the
remaining outstanding principal amount of the Téwan being due and payable on the Maturity Date Chmpany may prepay the Term
Loan, in whole or in part, at any time without piem or penalty. Amounts repaid or prepaid may retdborrowed. The Term Loan is sect
by substantially all the assets of certain domesthrsidiaries 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 appately $2.7 million and were recorded in “Prepaighenses and other current assatsf
“Other assets” in the Company’s condensed condelidbalance sheet and are being amortized ovéiféhaf the Term Loan.

The Credit Agreement contains customary affirmasimd negative covenants, including covenants timitt r restrict the Company’s
and its 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 teaefor a credit facility of this size and typgéhe Company is also required to maintain
compliance with a consolidated fixed charge coveradio and a consolidated secured leverage fEti® Company was in compliance with
these covenants as of June 30, 2014.

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 contrédwle The occurrence of an event of default cagkllt in the acceleration of the obligations
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 loansrpiogher overdue amounts.

At June 30, 2014, the weighted average interestaathe Term Loan was 1.96%, the accrued interetfie Term Loan was $0.1
million, and the current and noncurrent portiortheff outstanding Term Loan was $6.3 million and $238illion, respectively.

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

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Contractual interest expen $ 1,228 % — 3 245 $ =
Amortization of debt issuance co: 13z — 267 —
Total $ 1,35¢ $ — 3 2,721 $ —

11. INVESTMENTS

The Company had cash and cash equivalents of $41iBidn and $392.6 million at June 30, 2014 and:&maber 31, 2013, respectively.
Cash and cash equivalents consist of cash in basksell as highly liquid investments in money nedrfkinds, time deposits, savings accounts
commercial paper, U.S. government and agency sesynnunicipal securities and corporate debt séesir At June 30, 2014, the Company’s
long-term investments had contractual maturitiesredf 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 June 30, 201«
Investments-Short-term:
U.S. government securitis $ 30,60¢ $ 18 $ — 3 30,62°
U.S. government agency securit 40,00" 15 (2 40,02(
Non-U.S. government securitis 8,561 6 — 8,57:
Corporate debt securitis 57,08( 24 (4 57,10(
Total investment- shor-term $ 136,26. $ 63 $ 6) $ 136,32
Investments-Long-term:
U.S. government securitis $ 30,22 $ 23 % — 8 30,24°
U.S. government agency securit 31,00: 6 @) 31,00:
Non-U.S. government securitis 1,16 1 — 1,16¢
Corporate debt securiti 28,49¢ 12 (12 28,49¢
Total investment- long-term $ 90,89: $ 42 % (190 $ 90,91¢
Balances at December 31, 201
Investments-Short-term:
U.S. government securitit $ 19,79: $ 9 3 — 3 19,80:
U.S. government agency securit 38,38¢ 16 ©)] 38,40
Non-U.S. government securitis 13,73¢ 10 — 13,74
Corporate debt securiti 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 $ — 3 12,26(
U.S. government agency securit 30,62: 12 ©)] 30,63¢
Non-U.S. government securitis 2,30t 4 — 2,30¢
Corporate debt securiti 11,15: 15 — 11,167
Total investment- long-term $ 56,33t $ 39 $ 3 $ 56,37:

Unrealized Losses

The following table summarizes the fair value anasg unrealized losses of the Company'’s investmartsiding those that are
categorized as cash equivalents, with unrealizesel aggregated by type of investment instrumehteargth of time that individual securities
have been in a continuous unrealized loss positsoof June 30, 2014 and December 31, 2013 (in #mois3:

Less than 12 Months 12 Months or Greater Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
June 30, 2014
U.S. government agency
securities $ 22,13: $ 9 $ — — 22,13: $ ©)]
Corporate debt securitis 21,87« (16) — — 21,87« (16)
Total investment $ 44,00t $ (25 $ — $ — $ 44,00¢ $ (25)
December 31, 2013
U.S. government agency
securities $ 553 $ 6 $ — % — 3 553 $ (6)
Corporate debt securitis 9,83 (3) 1,504 (1) 11,34: (4)
Total investment $ 15,37C $ 9 $ 150 $ 1 $ 16,87 $ (10)

The Company reviews the individual securities snpiortfolio 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 othanttemporary, the cost basis of the individua
security is written down to its fair value as a nevst basis and the amount of the write-down isated for as a realized loss and included ir
earnings. During the six months ended June 30, 28814013, the Company determined that there werevestments in its portfolio that
were other-than temporarily impaired.
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Private Company Investments

The Company has made various strategic investneptivate companies. The private company investmare carried at cost and
written down to their estimated net realizable ealthen indications exist that these investmente laen impaired. The Company did not
record such impairment charges during the six n®atided June 30, 2014 and 2013. The cost of thesstiments at both June 30, 2014 and
December 31, 2013 was $2.0 million, and has bemrded in “Other assets” in the Company’s condersedolidated balance sheets.

12. 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 swaihyilue is a markdtased measurement that should be determined basessomptions th
market participants would use in pricing an asséiability. As the basis for considering such asgtions, a three-tier value hierarchy
prioritizes the inputs used in measuring fair vadsdollows: (Level 1) observable inputs such asteg prices in active markets; (Level 2)
inputs other than the quoted prices in active 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. Thisahiéy requires the Company to use
observable market data, when available, and tomizei the use of unobservable inputs when determiféim value. On a recurring basis, the
Company measures certain financial assets anditiedbat fair value, including its marketable seties and foreign currency contracts.

The Company’s cash and investment instrumentslassified within Level 1 or Level 2 of the fair val hierarchy because they are
valued using inputs such as quoted market prigekeb or dealer quotations, or alternative pricsogrces with reasonable levels of price
transparency. The types of instruments valued basepioted market prices for identical assets fivaenarkets 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 institsage generally classified within Level 2 of fag value hierarchy. Level 2 instruments
are priced using quoted market prices for simitatruments or nonbinding market prices that areobarated by observable market data. T
have been no transfers between Level 1 and Legiating the three and six months ended June 30, 20d42013. The Company does not t
any investments classified as Level 3 as of Jupn@@04 and December 31, 2013.

As of June 30, 2014, the Company’s fixed incomelabke-for-sale securities include U.S. Treasurligations and other government
agency instruments (54%), corporate bonds (24%pnuercial paper (15%), non-U.S. Government secar{®86), and money market funds
(2%). Included in available-for-sale securitiesjgproximately $22.3 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 transparendjie market participants and the Company’s counatéigs are large money center banks and
regional banks. The Company’s foreign currency i@ms$ valuation inputs are based on quoted pricdsjaoted pricing intervals from public
data sources such as spot rates, interest rageatiffals and credit default rates, which do netive management judgment. These contracts
are typically classified within Level 2 of the faialue hierarchy.

The Company’s Term Loan under its Credit Agreenentassified within Level 2 instruments as therbwasings 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 rétsof@érm Loan at fair value, but has measuredfaiatvalue for the disclosure purpose. At
June 30, 2014 and December 31, 2013, the estirfatadalue of the Term Loan was approximately $24fillion and $247.5 million,
respectively, based on observable 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 ai
June 30, 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 (z $ 249,53¢ $ 561t $ 243,92
Foreign currency forward contracts $ 4,78¢ % — 3 4,78¢
Liabilities:
Foreign currency forward contracts $ 540: $ — 3 5,402
Fair Value Measurements ai
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 (z $ 211,15. $ 17,59¢ $ 193,55!
Foreign currency forward contracts $ 6,74¢ $ — 3 6,74¢
Liabilities:
Foreign currency forward contracts $ 6,78 $ — 3 6,78(

(@ Included in cash and cash equivalents, and shdrtamg-term investments in the Compé¢ s condensed consolidated balance sh

(b) Included in short-term derivative assets &ppid expenses and other current assets in the &@yrspcondensed consolidated balance
sheets

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

The Company’s current accounting policy and pradtcnot to offset derivative assets and liabdifie its condensed consolidated
balance sheets. See Note 13.

13. FOREIGN CURRENCY DERIVATIVES

The Company maintains a foreign currency risk managnt program that is designed to reduce the litfaif the Companys economi
value from the effects of unanticipated currenagtiiations. International operations generate mtanues 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 mopeissets and liabilities primarily resulting frooréign 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 exchantgsrahese derivative instruments are carriediav&ue with changes in the fair value
recorded as interest and other income (expense)Tinese derivative instruments do not subjecQbmpany to material balance sheet risk
to exchange rate movements because gains and ws#esse derivatives are intended to offset renreasent 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 Company’s nalgrosition by currency, and approximate U.S. dalguivalent of the outstanding
non-designated hedges at June 30, 2014 (in thos)sand

Original Maturities of 360 Days or Less Original Maturities of Greater than 360 Days

Foreign usbD Foreign usD

Currency Equivalent Positions Currency Equivalent Positions
Brazilian Rea 2,66¢ $ 1,21z Buy — 3 — —
Brazilian Rea 491<¢ $ 2,19: Sell — — —
Chinese Yual 90,20 $ 14,74* Buy — 3 — —
Chinese Yuai 83,527 $ 13,44: Sell — 3 — —
Euro 21,14: $ 28,94t Buy 957 $ 12,66 Buy
Euro 42.34¢  $ 57,85« Sell 27,31t % 36,40¢ Sell
British Pounc 17,14 % 29,03: Buy 8871 $ 13,80¢ Buy
British Pounc 10,26: % 17,48¢ Sell 16,50C $ 25,90: Sell
Israeli Sheke 10,13C $ 2,95:% Buy 32,07« $ 8,85( Buy
Israeli Sheke 30,20¢ $ 8,761 Sell — $ — —
Japanese Ye 314,42 3% 3,10¢ Buy — 3 — —
Japanese Ye 830,837 $ 8,191 Sell — 3 — —
Mexican Pes: 10,54: $ 81z Buy — 3 — —
Mexican Pest 19,69( $ 1,522 Sell — % — —

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

Derivatives Not Designated a Location of Gain or (Loss) Amount of Gain or (Loss)
Hedging Instruments Recognized in Income on Derivativt Recognized in Income on Derivative
Three Months Ended
June 30, June 30,
2014 2013
Foreign exchange contrac Interest and other income (expense), $ (35 $ (732)
Six Months Ended
June 30, June 30,
2014 2013
Foreign exchange contrac Interest and other income (expense), $ 29¢ % 1,601

Cash Flow Hedges

The Company’s foreign exchange risk managementano@bjective is to reduce volatility in the Companeconomic 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 oraxiluration of foreign exchange forward contracissinot 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 spahgbs in these cash flow hedges in
cumulative other comprehensive income until theyraclassified to revenue, cost of revenue or tingraxpenses 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.
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The following table summarizes the Company’s nalgrosition by currency, and approximate U.S. dalguivalent of the outstanding
cash flow hedges at June 30, 2014 (in thousands):

Original Maturities Original Maturities
of 360 Days or Less of Greater than 360 Days
Foreign uUsD Foreign usD
Currency Equivalent Positions Currency Equivalent Positions
Chinese Yual 120,69' $ 19,22¢ Buy — 3 — —
Euro 18,50 $ 25,271 Buy 6,82¢ $ 9,19t Buy
Euro 51,10 $ 69,92¢ Sell 10,28 $ 13,86¢ Sell
British Pounc 17,00 $ 28,34t Buy 4,72: % 7,551 Buy
British Pounc 23917 $ 39,88: Sell — 3 — —
Israeli Sheke 54,20C $ 15,62¢ Buy 27,82t $ 7,83¢ Buy

The following tables show the effect of the Comparerivative instruments designated as cash fledges in the condensed
consolidated statements of operations for theotig periods (in thousands):

Gain or (Loss)
Location of Gain or (Loss) Recognized-Ineffective

Gain or (Loss) Recognized-Ineffective Portion and Amount
Gain or (Loss) Location of Gain or (Loss) Reclassified from OCI Portion and Amount Excluded Excluded from
Recognized in OCI- Reclassified from OCI into into Income-Effective from Effectiveness
Effective Portion Income-Effective Portion Portion Effectiveness Testing Testing ()
Three Months Ended Three Months Ended Three Months Ended
June 30, June 30, June 30, June 30, June 30, June 30,
2014 2013 2014 2013 2014 2013
Foreign
exchange Interest and other incorr
contracts $ 42z $ (594 Productrevenue $ (1,409 $ (159 (expense), ne $ (127 $ 16C
Cost of revenue 33C 48
Sales and marketir 717 (28%)
Research and
developmen 277 75&
General and
administrative 194 47
$ 422 $ (599 $ 10 $ 41z $ (@127 $ 16C
Six Months Ended Six Months Ended Six Months Ended
June 30, June 30, June 30, June 30, June 30, June 30,
2014 2013 2014 2013 2014 2013
Foreign
exchange Interest and other incorr
contracts $ 1 $ 2,36 Product revenue $ (4,279 $ 474 (expense), ne $ B2 $ 16C
Cost of revenue 862 48
Sales and marketir 1,797 (107
Research and
developmen 692 652
General and
administrative 36€ 59
$ 1 $ 2,362 $ (657 $ 1,12¢ $ (B2 $ 16C
€) There were no gains or losses recognized omiecdue to ineffectiveness in the periods presented

As of June 30, 2014, the Company estimated thaihlles reported in accumulated other comprehemsdgme (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 immediageliassified to interest and other income (expemsx)on the consolidated statements of
operations. For the six months ended June 30, 20d4013, there were no such gains or losses.
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The estimates of fair value are based on applicatdecommonly quoted prices and prevailing finadnuiarket information as of
June 30, 2014 and December 31, 2013. See Note B&ditional information on the fair value measuesis for all financial assets and
liabilities, including derivative assets and detiva liabilities that are measured at fair valugtia condensed consolidated financial statement
on a recurring basis.

The following table shows the Company’s derivaiiv&ruments measured at gross fair value as refldatthe condensed consolidated
balance sheets as of the periods presented (isdahds):

Fair Value of Fair Value of Derivatives
Derivatives Designated Not Designated as Hedge
as Hedge Instruments Instruments
June 30, December 31 June 30, December 31
2014 2013 2014 2013
Derivative assets (a
Foreign exchange contrac $ 2,08¢ $ 4,457 $ 2,69¢ $ 2,291
Derivative liabilities (b):
Foreign exchange contrac $ 152t % 4,23 $ 3871 $ 2,54t

(a) All derivative assets are recordec*Prepaid and other current as” in the condensed consolidated balance sh
(b) All derivative liabilities are recorded “Other accrued liabiliti€’” in the condensed consolidated balance sh

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 orrisi@ under this agreement. As a result of thémgprovisions, the Company’s maximum
amount of loss under derivative transactions duzddit risk is limited to the net amounts due friita 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 ofigiative assets (in thousands):

Gross Amounts Not Offset in the
Condensed Consolidated Balance Shee

Gross Amounts Net Amounts Of
Offset in the Assets Presented In
Condensed the Condensed Cash
Gross Amounts of Consolidated Consolidated Balanct Financial Collateral Net
Recognized Asset Balance Sheet: Sheets Instruments Pledged Amount
As of June 30, 201
Foreign exchange contrac $ 4,78¢ $ — 4,78¢ $ (419) $ — 597
As of December 31, 201
Foreign exchange contrac $ 6,74t $ — 3 6,74t $ (5,649 $ — $ 1,10

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

Gross Amounts Not Offset in the
Condensed Consolidated Balance Shee .

Gross Amounts Net Amounts Of
Offset in the Liabilities Presented
Condensed In the Condensed Cash
Gross Amounts of Consolidated Consolidated Balanct Financial Collateral Net
Recognized Liabilities Balance Sheet Sheets Instruments Pledged Amount
As of June 30, 201
Foreign exchange contra $ 5,40: $ — 3 540: $ (419) $ — $ 1211
As of December 31, 201
Foreign exchange contra $ 6,78 $ — 3 6,78 $ (5649 $ — $ 113i
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14. 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 threesirdnonths ended June 30, 2014, the
Company did not directly make open market purchdsmsever, the Company received 1.5 million shareger its accelerated share
repurchase program as discussed below. Durindtke and six months ended June 30, 2013, the Conmumohased approximately
4.7 million and 8.1 million shares of common sta@spectively, in the open market for $50.3 millaord $84.5 million of cash, respectively.
The purchase price for the shares of the Compastgtk repurchased is recorded as a reduction ¢&lstdders’ equity. The excess of the cost
of treasury stock that is retired over the fairneabased on the calculated average price in eguigcorded as a charge to retained earnings. |
July 2014, the Company announced that its Boafli@ittors had approved a new share repurchaseupld@r which the Company may at its
discretion purchase shares in the open marketamithggregate value of up to $200.0 million. The Gany expects to execute this new
authorization over the next two years and to furedghare repurchases through cash on hand and tustsin flow from operations.

In September 2013, the Company announced thabesdBof Directors had authorized the repurchas60.0 million, or
approximately 20 percent, of the Company’s outstemdommon stock (“Return of Capital Program”),aibgh 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 @slz 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 27lidmshares of its common
stock at a purchase price of $10.40 per shar@rf@aggregate cost of approximately $285.4 milleluding fees and expenses relating to the
Tender Offer. The excess of the purchase price theefair value on the date the shares were teddeas not material and no charge was
recorded in the Company’s consolidated statemdraperations. The costs associated with the Te@dfer 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”) agreemaithtswo 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 agre¢snéhe Company paid an aggregate $114.6 millfarash and received an initial deliv:
of approximately 8.0 million shares in December20lhe ASR contracts were settled in June 2014retdyethe Company received an
additional 1.5 million shares upon settlement. &bgregate 9.5 million shares ultimately purchasettuthe ASR program was determined
based on the Company’s volume-weighted averagé gtice (“VWAP”) less an agreed upon discount during the term dfrimsactions. Tot
shares repurchased were immediately retired upldredgeand accounted for as a reduction to stoalldad’ equity. The costs associated with
the ASR transactions were recorded as an adjustiméme stockholdergquity. Additionally, the Company accounted for &@R transaction
as repurchases of common stock for the purposelcfilating its earnings per share when the shaess received.
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Accumulated Other Comprehensive Income

The following table summarizes the changes in acdat®ed other comprehensive income, net of tax,dmponent for the three months
ended June 30, 2014 (in thousands). The tax effemts not shown separately, as the impacts wermatsrial.

Unrealized
Gains and Unrealized Gains
Losses on and Losses on
Cash Flow Available-for- Foreign Currency
Six Months Ended June 30, 201 Hedges Sale Securities Translation Total
Balance as of December 31, 2( $ 80 $ 73 8 421¢ $ 4,372
Other comprehensive income (loss) before reclassifins 1 — (1,08¢) (1,085
Amounts reclassified from accumulated
other comprehensive income 557 2 — 558
Net currer-period other comprehensive income (Ic 55€ (2) (1,086 (530
Balance as of June 30, 20 $ 63t $ 71 $ 3,13 $ 3,84z

(&) See Note 13 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 linedtemet 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 sirttjended June 30, 2014, net of ta

15. STOCK-BASED COMPENSATION

The following table summarizes stock-based comp@rsaxpense recorded for the periods presentedtsatiocation within the
condensed consolidated statements of operationkdirsands):

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013

Cost of sale- product $ 52C $ 70t $ 1,16C $ 1,56¢

Cost of sale- service 1,101 1,64¢ 2,062 3,121

Stoclk-based compensation expense included in cost of 1,621 2,35( 3,22 4,68

Sales and marketir 5,33: 7,21¢ 5,72¢ 13,85/

Research and developmt 3,05¢ 4,18¢ 4,101 8,91(

General and administrati 3,75( 4,572 6,36 8,64¢
Stock-based compensation expense included in dpgrat

expense 12,14: 15,97¢ 16,18¢ 31,41%
Stock-based compensation expense related to engploye

equity awards and employee stock purch 13,76: 18,32¢ 19,41( 36,10(

Tax benefit 2,77 6,01¢ 3,76 13,00:
Stock-based compensation expense related to engploye

equity awards and employee stock purchasésf nax $ 10,98t $ 12,31 $ 15,64¢( $ 23,09'

Stock-based compensation expense is not allocateeliments because it is centrally managed abtipe@te level.

Stock Options
There were no stock options granted in the six moahded June 30, 2014 and 2013.

Performance Shares and Restricted Stock Units

During the six months ended June 30, 2014 and 28237ompany granted 556,550 and 1,290,209, ragphgtof performance shares
to certain employees and executives, at a weightedage fair value of $13.76 and $8.82 per shaspectively. The 2014 and 2013 grants are
generally divided evenly over three annual perfarceaperiods commencing with calendar year 20142848, respectively.
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During the six months ended June 30, 2014 and 28@3ompany granted 2,702,115 and 4,326,746, ctgply, of restricted stock
units at a weighted average fair value of $12.95%10.14 per share, respectively.

During the six months ended June 30, 2014 and 28@37ompany granted n@mployee directors 140,000 and 100,000, respegtioé
restricted stock units at a weighted average faineyof $12.87 and $11.14 per share, respectively.

Employee Stock Purchase Plan

During the six months ended June 30, 2014 and 20636,177 and 1,634,299 shares were purchased tred€ompany’s employee
stock purchase plan (“ESPP”), respectively. Asunfe]30, 2014, there were 12,562,959 shares availalile issued under ESPP.

Valuation Assumptions

For purchase rights granted pursuant to the E$ieRestimated fair value per share of employee gtacghase rights for the two-year
offering period commencing on February 3, 2014 ealhfjom $2.82 to $4.48, compared to the estima@d/élue 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 using@laek-Scholes option valuation
model and is recognized as expense using the gredtitlg method using the following assumptions:

Three and Six Months Endec

June 30, June 30,
2014 2013
Expected volatility 32.3(-42.11%  44.7¢-52.57%
Risk-free interest rat 0.0%-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 asgionghbased 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 piieads as it weighs in the longer term historigahtility with the near term future implied
volatility.

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

The dividend yield assumption is based on the Caryipaistory of not paying dividends and future egfation of dividend payouts.
The expected life of employee stock purchase rigdgesents the contractual terms of the underlgiogram.

During the three months ended March 31, 2014, tragany performed its annual review of assumptiatch resulted in an increase
in the forfeiture rate. The effect of the changéhia forfeiture rate decreased stock-based compensxpense by approximately $1.8 million
which decreased the Compasiyiet loss by approximately $1.4 million or $0.@t phare in the three months ended March 31, ZlHere was
no material impact in the three months ended JOn2@L4. Additionally, during the three months eth&&arch 31, 2014, the Company
recorded a benefit of $2.1 million related to atfodeitures of awards granted to former officeand there was no such benefit recorded in th
three months ended June 30, 2014.
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16. NET INCOME PER SHARE

The following table sets forth the computation asiz and diluted net income per share for the gemwesented (in thousands, exceg
per-share amounts):

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Numeratot
Net income from continuing operatio $ 8,551 $ 5,29¢ 4,56¢ 7,412
Gain from sale of discontinued operations, nebwés — — — 45¢
Net income $ 8,551 $ 529t $ 4,56¢ $ 7,871
Denominatol
Weighted average shares outstanding, t 138,01¢ 171,54. 137,40¢ 173,81(
Effect of dilutive potential common shar 4,86( 4,04¢ 5,11¢ 3,55¢
Weighted average shares outstanding, dil 142,87t 175,59: 142,52: 177,36t

Basic net income per she
Net income per share from continuing operati $ 0.0¢ $ 0.0: $ 0.0: $ 0.0¢
Gain per share from sale of discontinued operatinesof taxe:

$ 0.06 $ 0.0t $ 0.0t $ 0.0t

Diluted net income per sha
Net income per share from continuing operati $ 0.0e $ 0.0 $ 0.0 $ 0.04
Gain per share from sale of discontinued operatinesof taxe: — — — —
$ 0.06 $ 0.0 $ 0.0 $ 0.04

Antidilutive employee stoc-based awards, exclud 242 1,11(C 364 1,41¢

Diluted shares outstanding include the dilutiveeeffof in-the-money employee equity share optionsgested performance shares,
restricted stock units, and stock purchase rightet 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 excluiledh the computation of diluted net income
per share when their effect is antidilutive.

17. 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 AfricBNMIEA”) 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 outlingtkiauthoritative guidance.

Segment Revenue and Profit

Segment revenues consist of product and serviantms. Product revenues are attributed to a sedrasatl on the ordering location of
the customer. For internal reporting purposes aterdhination of segment contribution margins, gapgic segment product revenues may
differ slightly from actual geographic revenues téternal revenue allocations between the Coryigaegments. Service revenues are
generally attributed to a segment based on theusads location where services are performed. Ai@ant portion of each segment’s
expenses arise from shared services and infragteutttat Polycom has historically allocated togegments in order to realize economies of
scale and to use resources efficiently.
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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 evalu&ie performance of, and allocate resources to, efitte segments. Certain operating expense
are not allocated to segments because they areagelpananaged at the corporate level. These wwdtd 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 accountiogk-based compensation costs, transaction-detaigts, amortization of purchased
intangibles, restructuring costs and interest ahdrancome (expense), net.

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 sebasmut on several metrics, including contributi@argin as defined above. Asset data,
with the exception of gross accounts receivablaptseviewed by management at the segment level.

Financial information for each reportable geographsegment as of June 30, 2014 and December 33,84l for the three and six
months ended June 30, 2014 and 2013, based orothpady’s internal management reporting system andiized by 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 June 30, 2
Revenue $ 167,80t $ 83,060 $ 81,14¢ $ 332,01¢
% of total revenu 51% 25% 24% 100%
Contribution margir 69,15¢ 35,10¢ 33,36¢ 137,62
% of segment reveni 41% 42% 41% 41%
For the three months ended June 30, 2
Revenue $ 175,62¢ $ 79,727 $ 89,87¢ $ 345,23:
% of total revenu 51% 23% 26% 100%
Contribution margir 68,74¢ 32,04¢ 37,23¢ 138,03!
% of segment reveni 39% 40% 41% 40%
For the six months ended June 30, 2(
Revenue $ 330,87 % 172,10:0 % 157,56: $ 660,54
% of total revenu 50% 26% 24% 100%
Contribution margir 139,12t 72,77¢ 65,02( 276,92.
% of segment reveni 42% 42% 41% 42%
For the six months ended June 30, 2(
Revenue $ 346,61( % 168,81¢ $ 168,55 % 683,98t
% of total revenu 51% 25% 24% 100%
Contribution margir 137,97 69,60¢ 68,08: 275,66¢
% of segment reveni 40% 41% 40% 40%
As of June 30, 2014: Gross accounts receiv $ 86,94 $ 68,87¢ $ 65,30( $ 221,12:
% of total gross accounts receival 39% 31% 30% 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 and six months ended June 30,,20ifelcustomer from the Americas segment, Scan8@wmmunications
(“ScanSource”), accounted for 18% of the Compamgt&nues. During the three and six months ended, ZdanSource accounted for 16% o
the Company’s revenues. At June 30, 2014 and Deeefih 2013, ScanSource accounted for 14% and fefpectively, of total gross
accounts receivable.
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The reconciliation of segment information to Polycoonsolidated totals is as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013

Segment contribution marg $ 137,62¢ $ 138,03 $ 276,92. $ 275,66
Corporate and unallocated co (99,339 (105,300 (205,93)) (213,009
Stoclk-based compensatic (13,767 (18,329 (29,410 (36,100
Effect of stocl-based compensation cost on warranty exp (77) (144 (20€) (307)
Transactio-related cost — (49) (15€) (3,372)
Amortization of purchased intangibl (3,16%) (3,799 (6,500 (7,549
Restructuring cosl (9,17%) (4,329 (39,519 (9,7572)
Interest and other income (expense), (1,69€) (384) (2,39 (1,149
Income from continuing operations before beneéinfr

income taxe $ 1041: $ 5701 $ 2,80 $ 4,45%

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

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Revenues
UC group system $ 218,44¢  $ 232,99¢ $ 431,82( $ 465,42!
UC personal device 53,63¢ 50,84¢ 110,11: 100,09!
UC platform 59,93: 61,38 118,61( 118,46¢
Total $ 332,01 $ 345,23 $ 660,54 $ 683,98t

18. INCOME TAXES
The following table presents the income tax expd€hsaefit) from continuing operations and the dffectax rates (in thousands):

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Income tax expense (benefit) from continuing opens $ 1,858 % 41z $ (1,769 $ (2,959
Effective tax rate 17.8% 7.2% (62.9% (66.9H)%

The effective tax rates for the three and six merthded June 30, 2014 and 2013 differ from the féd®ral statutory rate of 35%
primarily due to impacts associated with propomtilcearnings from the Company’s operations in lota&rjurisdictions, recurring permanent
adjustments, and discrete benefits recorded dtinmgjuarters. For the three and six months endegl 30, 2014, discrete benefits of $0.2
million and $1.5 million were recorded for tax bétgerealized on disqualifying dispositions of dtdcom the Company’s employee stock
purchase plan. In addition, included in the ta fat the six months ended June 30, 2014 is aatistax benefit recorded in the first quarter of
$0.9 million related to stock-based compensatigrease adjustments for certain terminated employ®issrete benefits recorded during the
three and six months ended June 30, 2013 includer®lion recorded in the first quarter of 2013ated to the reinstatement of the federal
research and development tax credit signed intola@anuary 2, 2013, but retroactive to 2012, dn@ illion recorded in the second quarter
of 2013 related to previously non-deductible actjois-related expenses that became deductiblegmttarter. In addition, $0.8 million and
$0.3 million of tax benefits realized on disquailify dispositions of stock from the Company’s empglegtock purchase plan were recorded in
the first and second quarters of 2013, respectively

As of June 30, 2014, the amount of gross unrecedrtizx benefits was $22.1 million, all of which Ve affect the Company’s effective
tax rate if realized. The Company recognizes istadreeome and interest expense and penalties covierpayments and underpayments within
income tax expense. As of June 30, 2014 and Deaedih@013, the Company had approximately $1.6aniland $1.5 million, respectively,
of accrued interest and penalties related to uaicerax positions. The Company anticipates thatgpifor $0.9 million in uncertain tax
positions that may be reduced related to the lapsarious statutes of limitation, there will be material changes in uncertain tax positions in
the next 12 months.
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The Company regularly assesses the ability tozealéeferred tax assets recorded in all entitieacbapon the weight of available
evidence, including such factors as recent earrimgiery and expected future taxable income. IfGaenpany’s future business profits do not
support the realization of deferred tax assetglaation allowance could be recorded in the foralskeefuture. In the event that the Company
changes its determination as to the amount of tEfaéax assets that can be realized, the Compdhgdjtist its valuation allowance with a
corresponding impact to the provision for incomeetain the period in which such determination iglena
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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,” ANDSIMILAR EXPRESSIONS OR THE NEGATIVE OF THESE TEMRES
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”) stitins 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 afieél partners, including
distributors, value-added resellers, system integsaleading communications services providerd,ratailers. We manufacture our products
through an outsourced model optimized for quali®iability, and fulfillment agility.

We believe important drivers for the adoption offafmoration solutions include:

® UC&C solutions, including voice and video offerings a preferred method of communicati
* increasing presence of video on desktop and lajitoTes,
* growth of vide~capable mobile devices (including tablets and guharies)

® growth of Microsoft® Lync ®in the corporate environment and the resulting ithpa sales of Polycom’s Lync-compactible voice
and video device!

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

® virtualization and the move to private, public, dndbrid clouds

® adoption of UC&C by small and medium busines

e growth of the number of teleworkers globa

* new pricing models and options for video deliveéngjuding subscriptic-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-busirass$ 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 and six months ended Jur203@ were $332.0 million and $660.5 million, restively, a decrease of $13.2
million, or 4%, and $23.4 million, or 3%, respeediy, from the same periods in 2013. On a year-gear-basis, our total product revenues
declined while service revenues increased. Theativd#creases in product revenues for the threesxmdonths ended June 30, 2014 were
primarily a result of lower sales of our UC groystems products, mainly driven by lower IP conferphone revenues as a result of Cisco
Systems, Inc. (“Cisco” or “Cisco System”) no longeselling a product they previously purchased fumnand, to a lesser extent, due to lowel
UC platform product revenues. The decreases wetialpaoffset by increased revenues from our UG@speal devices products. The increases
in service revenues were driven primarily by inseshmaintenance revenues on a larger installedamasmcreased maintenance service
renewals year-over-year as a result of ongoingtsffo increase maintenance service renewal rates.

From a segment perspective, our Americas, EMEA ARAC segment revenues accounted for 51%, 25%24%d respectively, of our
revenues in the three months ended June 30, 2@t4A@ericas and APAC segment revenues decreasééiotand 10%, respectively, and our
EMEA segment revenues increased by 4% in the thieeghs ended June 30, 2014 as compared to thepsamod in 2013. In the six months
ended June 30, 2014, our Americas, EMEA, and APédirent revenues accounted for 50%, 26%, and 24ectvely, of our revenues. C
Americas and APAC segment revenues decreased an89%%, respectively, and our EMEA segment revemgesased by 2% in the six
months ended June 30, 2014 as compared to thepaiond in 2013. On a year-over-year basis, prooa@nues declined in our Americas and
APAC segments, but increased in our EMEA segmarnhe three months ended June 30, 2014, and deédoress all our regions during the
six months ended June 30, 2014. Service revenussaised in our EMEA and APAC segments, but decteiasgur Americas segment, in the
three months ended June 30, 2014, and increaseskaalt our segments during the six months endee 30, 2014. See Note 17 of Notes to
Condensed Consolidated Financial Statements fardumformation on our segments, including a sumynafour segment revenues, segment
contribution margins, and segment gross accountsvable. The discussion of results of operatidribaconsolidated level is also followed
a discussion of results of operations by segmarthiathree and six months ended June 30, 2012@h8l

Operating margins increased by 2 percentage pioirtke three months ended June 30, 2014 and rechegtegively flat during the six
month period ended June 30, 2014 as compared &athe periods in 2013. The increase in the threghm@nded June 30, 2014 was prim:
due to increased gross margins and decreased iogezapenses as a percentage of revenues by 1%lpadased gross margins were
primarily driven by a higher product gross margsnaaresult of changes in product mix toward highargin RealPresence Group Series
products within our UC group systems product catggbhe decrease in operating expenses as a pageeot revenues was primarily due to
lower headcount and facility related costs duectamas taken to better align expenses to our rexama gross margin profile and to improve
our operating margins, partially offset by highestructuring charges related to these actions.

During the six months ended June 30, 2014, we gé&approximately $80.6 million in cash flow fraperating activities, which after
the impact of investing and financing activitiesdebed in further detail under “Liquidity and CtghiResources,” resulted in a $20.5 million
net increase in our total cash and cash equivalmrts December 31, 2013.
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Results of Operations for the Three and Six MontBaded June 30, 2014 and 20:

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

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2014 2013 2014 2013
Revenues
Product revenue 71 % 73% 71% 73%
Service revenue 28 % 27% 2%% 27%
Total revenue 10C % 10(% 10C% 10C%
Cost of revenues
Cost of product revenues as a % of product reve 41 % 42% 42% 42%
Cost of service revenues as a % of service reve 41 % 41% 41% 41%
Total cost of revenue 41 % 42% 41% 41%
Gross profit 58 % 58% 5% 5%
Operating expense
Sales and marketir 2¢ % 32% 2S% 32%
Research and developmt 15 % 16% 15% 16%
General and administrati\ 7 % 7% 7% 7%
Amortization of purchased intangibl 1% — 1% 1%
Restructuring cosl 3% 1% 6% 1%
Transactio-related cost — — 0% 1%
Total operating expens: 55 % 56% 58% 58%
Operating incom: 4 % 2% 1% 1%
Interest and other income (expense),
Interest expens (D% — — —
Other income (expens — — — —
Interest and other income (expense), (D% — — —
Income from continuing operations before providien(benefit from|
income taxe: 3% 2% 1% 1%
Provision for (benefit from) income tax — — — —
Net income from continuing operatio 3% 2% 1% 1%
Gain from sale of discontinued operations, netwés — — — —
Net income 3% 2% 1% 1%
Revenues

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

Three Months Ended Six Months Ended
June 30, June 30, Increase June 30, June 30, Increase

$ in thousands 2014 2013 (Decrease’ 2014 2013 (Decrease’
Americas $ 167,80t $ 175,62¢ (4% $ 330,87 $ 346,61( (5)%
% of revenue 51% 51% 50% 51%

EMEA $ 83060 $ 79,72 4% $ 172,100 $ 168,81¢ 2%
% of revenue 25% 23% 26% 25%

APAC $ 81,14¢ $ 89,87¢ (10% $ 157,56: $ 168,55 (7%
% of revenue 24% 26 % 24% 24%

Total revenue: $ 332,01¢ $ 345,23 4% $ 66054. $ 683,98t 3)%
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In the three months ended June 30, 2014, the deciedotal revenues was due to a decrease in groeienues of $14.9 million, or 6'
partially offset by an increase in service reverofe®l.6 million, or 2%, as compared to the saméopdn 2013. The decrease 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-over-year. In thensinths ended June 30, 2014, the decrease irréottiues was due to a decrease in produ
revenues of $29.4 million, or 6%, partially offéstan increase in service revenues of $6.0 millarg%, as compared to the same period in
2013. The decrease in product revenues was prinaarésult of lower sales of our UC group systepastially offset by increased sales of our
UC personal devices products and, to a lesser exteneased sales of our UC platform products-year-year. The increase in service
revenues in the three and six months ended Juriz03@,was primarily driven by increased maintena®eice revenues on a larger installed
base and increased maintenance service renewatsyeayear, partially offset by decreased reverft@a managed services related to the
Hewlett-Packard visual collaboration business wguaed in 2011. As these managed services conteapise, customers may elect to
purchase other Polycom product solutions rather teaew their managed services contracts, as weasafe for the three months ended June
30, 2014. This trend is likely to continue.

The overall decreases in the Americas and APAC sagmevenues in the three and six months ended3yr014 were driven
primarily by decreased revenues across severalrdfey geographic markets, including China, thet&éthStates, Canada, Japan, and Brazil,
partially offset by increases in Australia, IndiedaMexico. The overall increases in the EMEA segmevenues in the three and six months
ended June 30, 2014 were primarily due to growthénUnited Kingdom, France, and Benelux, partiaffget by decreases in Russia and the
Nordic countries. On a ye-over-year basis, product and service revenuegdsed in our Americas segment and increased iBMIEA
segment in the three months ended June 30, 20¥4ARAC segment product revenues decreased andeapuenues increased in the three
months ended June 30, 2014. Our product revenwesased and service revenues increased across akgments in the six months ended
June 30, 2014 as compared to the same period 8f 201

In 2013, Cisco informed us that it would end oé liand therefore no longer resell, the IP confexgaimones they purchase from us,
resulting in a year-over-year decrease of revenfiapproximately $13.6 million and $22.5 milliontime three and six months ended June 30,
2014, respectively. We do not expect any furtheenees from this relationship in 2014. The decréasiee revenues of these IP conference
phones as a result of this change accounted fan#jerity of our year-over-year product revenuerdases in the three and six months ended
June 30, 2014. We have been planning for the tiansand are working to evolve the features andtionality of our VolP conference phone
portfolio to be interoperable in a Cisco environmen

In the three and six months ended June 30, 20®i¢cloannel partner, ScanSource Communications (‘Smace”), located in our
Americas segment, accounted for 18% of our totzdmaes, respectively. In the three and six montldee June 30, 2013, ScanSource
accounted for 16%% of our total revenues, respelgtivWe believe it is unlikely that the loss of asfyour channel partners would have a long
term material adverse effect on our consolidatedmaes or segment revenues as we believe endwseld likely purchase our products from
a different channel partner. However, a loss of @mg of these channel partners could have a shiont+haterial 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 Six Months Ended
June 30, June 30, Increase June 30, June 30, Increase
$ in thousands 2014 2013 (Decrease) 2014 2013 (Decrease)
UC group system $ 218,44¢ $ 232,99 (6)% $ 431,82( $ 465,42 (7)%
UC personal device 53,63¢ 50,84¢ 5% 110,11: 100,09! 10%
UC platform 59,93: 61,38 (2)% 118,61( 118,46¢ —
Total revenue $ 332,01¢ $ 345,23 (H% $ 66054 $ 683,98t 3)%

UC group systems include all immersive telepresegicip video and group voice systems productsladelated service elements.
a year-over-year basis, the decreases in UC gimipras revenues were primarily driven by decreassales of our group voice products and
related services from our Americas segment and,lésser extent, decreases in sales of our graigo yiroducts and related services from our
APAC and EMEA segments and decreases in salesméigive telepresence products and related serviers Americas and APAC
segments. The decreases were partially offsetdrgased revenues from our group video productselated services from our America
segment and, to a lesser extent, group voice ptedund related services from our EMEA and APAC sags

31




UC personal devices include desktop video deviodsdesktop voice products and the related senligrants. The increases in UC
personal devices revenues were primarily due teeased sales of our desktop voice products antbdesrvices in our Americas and EMEA
segments, partially offset by decreased revenwes flesktop video products and related servicesa@ibregions and, to a lesser extent,
decreased revenues from desktop voice productsedated services in our APAC segment. Overalljticeeases in UC personal devices
revenues were due in part to increased demandifavicrosoft® Lync ®interoperable solutions and the continued adopifoviolP
technologies.

UC platform includes our RealPresence Platform\vard and software products and the related seelégaents. The decrease in UC
platform revenues in the three months ended Jun2(@! was driven by decreased sales of our UGoptatproducts and related service in
Americas segment, partially offset by increase@nexes from our EMEA and APAC segments. In the sixtims ended June 30, 2014, the
increases in UC platform revenues in our EMEA aA& segments were largely offset by decreased umgefiom our Americas segment,
resulting in a less than 1% increase in UC platfogmenues.

Cost of Revenues and Gross Margins

Three Months Ended Six Months Ended
June 30, June 30, Increase June 30, June 30, Increase/
$ in thousands 2014 2013 (Decrease’ 2014 2013 (Decrease
Product Cost of Revenu $ 97,71C $ 105,28t ()% $ 195,34t $ 207,16: (6)%
% of Product Revenut 41% 42% (1) pt 42% 42% —
Product Gross Margir 59% 58% 1pl 58% 58% —
Service Cost of Revenu $ 39,080 $ 38,35( 2% $ 77,99C $ 76,123 2%
% of Service Revenu 41% 41% — 41% 41% —
Service Gross Margir 5% 5% — 59% 59% —
Total Cost of Revenue $ 136,797 $ 143,63t (5)% $ 273,33t $ 283,29: (4%
% of Total Revenue 41% 42% (1) pt 41% 41% —
Total Gross Margin 5% 58% 1pl 59% 59% —

Cost of Product Revenues and Product Gross Margins

Cost of product revenues consists primarily of caettmanufacturer costs, including material anddaitabor, our manufacturing
organization, tooling depreciation, warranty exgerigeight expense, royalty payments, amortizatiboertain intangible assets, stock-based
compensation costs and an allocation of overhepdreses, including facilities and IT costs. Cogprafduct revenues and product gross
margins included charges for stock-based compamsafi$0.5 million and $0.7 million for the threenths ended June 30, 2014 and 2013,
respectively, and $1.2 million and $1.6 million tbe six months ended June 30, 2014 and 2013, ctsgy. Cost of product revenues at the
segment level consists of the standard cost ofymtogtvenues and does not include items such aamgrexpense, royalties, and the alloce
of overhead expenses, including facilities andd$ts, as well as stock-based compensation costaraadization of purchased intangible
assets.

The increase in the product gross margins as &ptge of revenues in the three months ended Iyr2®34 was primarily due to
changes in product mix towards higher margin Res@uce Group Series products within our UC grosfesys product category and, to a
lesser extent, lower freight expense, partiallgeffy increased royalty expense. Gross margiagascentage of revenues in the six months
ended June 30, 2014 remained relatively flat coegpéo the same period in 2013. From a segmenp@etise, product gross margins
increased in our Americas segment and decreasmgt IEMEA segment year-over-year. Product gross msaiig our APAC segment increased
in the three months ended June 30, 2014 and decdréathe six months ended June 30, 2014, as caupathe same periods in 2013.

Cost of Service Revenues and Service Gross Margins

Cost of service revenues consists primarily of maftand direct labor, including stock-based congation costs, depreciation, and an
allocation of overhead expenses, including faesitand IT costs. Cost of service revenues andcgegvdss margins included charges for stock
based compensation expense of $1.1 million and®il&n for the three months ended June 30, 20112013, respectively, and $2.1 million
and $3.1 million for the six months ended June2Bd4 and 2013, respectively. Cost of service reesral the segment level consists of the
standard cost of service revenues and does nodi@édlems such as warranty expense, royaltiestrendllocation of overhead expenses,
including facilities and IT costs, as well as stiidsed compensation costs and amortization of peethintangible assets.

32




In the three and six months ended June 30, 20iviceeggross margins as a percentage of revenuesmethrelatively flat as compared
to the same periods in 2013. On a year-gr basis, the increased cost of service revemsgowmarily due to increased service revenue:
direct spending costs, including outside servigebwarranty expenses which were partially offsetdwyer managed network costs. From a
segment perspective, service gross margins asargage of revenues increased in our EMEA and ABéginents and decreased in our
Americas segment.

Total Cost of Revenues and Total Gross Margins

On a year-oveyear basis, the increase in total gross margitisdrihree months ended June 30, 2014 was printhréyto the increase
the product gross margins as a percentage of regeas discussed under Cost of Product Revenud®raddct Gross Margins while service
gross margins remained relatively flat, as discdiss®ler Cost of Service Revenues and Service Gfasgins.

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 maintainimprove our current gross margin levels. Outt cbsevenues as a percentage of revenues
can vary significantly based upon a number of ficsnich as the following: uncertainties surroundgenue 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; competitior; éixtent to which new services sales accompanprodgiuct sales as well as maintenance
renewal rates; changes in technology; changesiahugt 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; fluctuations in freight andaggrosts; our ability to achieve greater efficiesdn the installations of our immersive
telepresence products; manufacturing efficiencfesibcontractors; manufacturing and purchase paciences; changes in prices on
commodity components; warranty and recall costd;tha timing of sales.

Sales and Marketing Expenses

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
$ in thousands 2014 2013 Decrease 2014 2013 Decrease
Expense: $ 97,83 $ 109,65 (11)% $ 191,80: $ 218,37: (12)%
% of Revenue 29% 32% (3) pts 29% 32% (3) pts

Sales and marketing expenses consist primarilglafies and commissions for our sales force, inofydtockbased compensation co
advertising and promotional expenses, product niakexpenses, and an allocation of overhead exgeiscluding facilities and IT costs.
Sales and marketing expenses, except for diree$ sald marketing expenses, are not allocated tsemuments. Sales and marketing expenses
included charges for stock-based compensation eepei$5.3 million and $5.7 million for the thre@nths ended June 30, 2014 and 2013,
respectively, and $5.7 million and $13.9 milliom fhe six months ended June 30, 2014 and 2013ctsgeply.

The year-over-year decreases in sales and marketppenses were primarily due to decreased headcelat¢d costs, including
compensation expense and stock-based compensasijrand lower headcount-based allocations, asagalecreased spending on marketing
program and travel and entertainment expensess 8attmarketing headcount decreased by 11% from3ni2013 to June 30, 2014 as part
of our plans to improve operating performance.

We expect our sales and marketing expenses to metatior increase slightly in absolute dollargtie near term. Expenses will also
fluctuate depending on revenue levels achieve@dain expenses, such as commissions, are detetiased upon the revenues achieved.
Forecasting sales and marketing expenses as anpsgeeof revenues is highly dependent on expeetszhue levels and could vary
significantly depending on actual revenues achiénethy given quarter. Marketing expenses will dlaotuate depending upon the timing and
extent of marketing programs as we market new misdu

Research and Development Expenses

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
$ in thousands 2014 2013 Decrease 2014 2013 Decrease
Expense: $ 49,031 $ 54,62¢ (10)% $ 97,17¢ $ 110,56: (12)%
% of Revenue 15% 16 % (1) pt 15% 16 % (1) pt

33




Research and development costs are expensed adhand consist primarily of compensation costsluiding stock-based
compensation costs, outside services, expensediaisteepreciation and an allocation of overhegukases, including facilities and IT costs.
Research and development costs are not allocatmar ttegments. Research and development experchedead charges for stock-based
compensation expense of $3.1 million and $4.2 anilfor the three months ended June 30, 2014 angl, 284pectively, and $4.1 million and
$8.9 million for the six months ended June 30, 2814d 2013, respectively.

The year-over-year decreases in research and genefd expenses were primarily due to lower progspanding, decreased headcount
related costs, including compensation expense mo#-based compensation cost, as well as the capiializat certain internal costs related
internally developed software products to be sold.

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 resiticofased business opportunities with strategithpes and service provider customers as a
result of our key strategic initiatives in theseas. We expect that research and development eegemnabsolute dollars will remain flat or
increase slightly in the near term but will flucte@epending on the timing and number of developgrmaetivities in any given quarter. Resea
and development expenses as a percentage of reavareukighly dependent on expected revenue lemdisa@uld vary significantly depending
on actual revenues achieved in any given quarter.

General and Administrative Expenses

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
$ in thousands 2014 2013 Increase 2014 2013 Increase
Expense! $ 24,63¢ $ 24,29¢ 1% $ 48,42¢ $ 47,998 1%
% of Revenue 7% 7% — 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. Garataldministrative expenses included chargesdoksased compensation expense of ¢
million and $4.6 million for the three months endieohe 30, 2014 and 2013, respectively, and $6 ibménd $8.6 million for the six months
ended June 30, 2014 and 2013, respectively.

The year-overear increases in general and administrative exggenwere primarily due to increased bad debt expandéncreased leg
fees and insurance premiums, largely offset byedeserd compensation expense, including stock-basedensation cost.

Significant future charges due to costs associattitlitigation 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 administrative 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 reneddtively flat in the near term but they could tiuate depending on the level and timing of
expenditures associated with the litigation desctilm Note 9 of Notes to Condensed ConsolidatedriGial Statements.

Amortization of Purchased Intangibles

In the three months ended June 30, 2014 and 204 8 eorded $2.4 million and $2.5 million, respeeljy in operating expenses and
recorded $0.7 million and $1.2 million, respectyyeh cost of product revenues for amortizatiorpofchased intangibles related to acquisiti
In the six months ended June 30, 2014 and 2018¢eaded $4.9 million and $5.0 million, respectjyéh operating expenses, and recorded
$1.6 million and $2.5 million, respectively, in ¢a$ product revenues for amortization of purchasg¢ahgibles related to acquisitions. The
yearover-year decreases in amortization expenses pvamarily due to certain intangible assets acquinegrior years being fully amortized.
Purchased intangible assets are being amortizedtioeie estimated useful lives, which range fromesal months to eight years.
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Restructuring

During the three months ended June 30, 2014 an8l, 204 recorded restructuring costs of $9.2 milko $4.3 million, respectively.
During the six months ended June 30, 2014 and 20&3ecorded restructuring costs of $39.5 milliod 9.8 million, respectively. The year-
overyear increases in restructuring costs were primdirik to certain actions taken in the six monttdednJune 30, 2014 that were designe
better align expenses to our revenue and grossimanafile and position the company for improveceogting performance, including the
reduction or elimination of certain facilities glly and the elimination of approximately 6% of @lobal workforce as announced in January
2014. See Note 7 of Notes to Condensed Consolidateshcial Statements for further information ostrecturing costs.

Our facilities-related restructuring reserves a@rded net of estimated sublease income that peceto generate based upon current
comparable leases in the respective markets. Textemt that actual sublease income is differearhfour estimates, or the timing of sublea:
the facility is different than we originally estitea, we will adjust our restructuring reserves whicay result in additional restructuring cost
the future.

In the future, we may take additional restructur@egjons to gain operating efficiencies or redugeaperating expenses, while
simultaneously implementing additional cost contant measures and expense control programs. Ssichateiring actions are subject to
significant risks, including delays in implementiagpense control programs or workforce reductiorsthe failure to meet operational targets
due to the loss of employees, all of which woulgain our ability to achieve anticipated cost re@uws. If we do not achieve the anticipated
cost reductions, our financial results could beatiegly 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. There were no a@titn-related costs in the three months ended 3002014 compared to less than $0.1
million in the same period in 2013. In the six mwnended June 30, 2014 and 2013, we recorded apatety $0.2 million and $3.3 million |
transaction-related expenses, respectively. We speet, and may in the future, spend significasbueces identifying and acquiring
businesses.

Interest and Other Income (Expense), Net

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
$ in thousands 2014 2013 2014 2013
Interest expens $ (1,460 $ 479 $ (2,939 $ (886)
Other income (expens (23€) 95 543 (257)
Interest and other income (expense), (1,69€) (384) (2,39]) (1,149

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

The increases in interest expense year-over yea gvanarily due to interest expense on the bomgaiunder the Credit Agreement.
We expect interest expense to increase in 201drapared to the prior year as a result of a fulryeanterest expense on our borrowings
under the Credit Agreement.

The increase in net other expense during the thmghs ended June 30, 2014 as compared to netintoene the same period in 2013
was primarily due to lower interest income, palyialffset by lower non-income based taxes and &wklower foreign exchange losses. The
increase in the net other income during the sixtimoended June 30, 2014 as compared to net othensa in the same period in 2013 was
primarily due to a release in the first quarte014 of sales and use tax reserves from prior ykaver non-income based taxes and fees and
lower asset disposal losses, partially offset yelointerest income. Other income (expense) wilttihate due to changes in interest rates and
returns on our cash and investments, any futuraimmgnt of investments, foreign currency rate fhations on un-hedged exposures,
fluctuations in costs associated with our hedgirmgmm, gains and losses on asset disposals aimdjtohnon-income based taxes and license
fees. The cash balance could also decrease degamubn the amount of cash used in our stock repgrchctivity, any future acquisitions, ¢
other factors, which would also impact our inteiesbme.
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Income Tax Expense (Benefits) From Continuing Qmra

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
$ in thousands 2014 2013 2014 2013
Income tax expense (benefit) from continuing opens $ 1,858 % 41z $ (1,769 $ (2,959
Effective tax rate 17.8% 7.2% (62.9% (66.9)%

The effective tax rates for the three and six merthded June 30, 2014 and 2013 differ from the tfeéd®ral statutory rate of 35%
primarily due to impacts associated with proporiiogarnings from our operations in lower tax juidsidns, recurring permanent adjustments,
and discrete benefits recorded during the quarfensthe three and six months ended June 30, 2lidetete benefits of $0.2 million and $1.5
million were recorded for tax benefits realizeddisqualifying dispositions of stock from our empdaystock purchase plan. In addition,
included in the tax rate for the six months endateJ30, 2014 is a discrete tax benefit recordetarfirst quarter of $0.9 million related to
stock-based compensation expense adjustmentsrfairceerminated employees. Discrete benefits dmbiduring the three and six months
ended June 30, 2013 include $2.2 million recordetthé first quarter of 2013 related to the reirestant of the federal research and
development tax credit signed into law on Janua3023, but retroactive to 2012, and $1.0 millienarded in the second quarter of 2013
related to previously non-deductible acquisitrefated expenses that became deductible in théegubr addition, $0.8 million and $0.3 milli
of tax benefits realized on disqualifying dispasit of stock from our employee stock purchase wiare recorded in the first and second
quarters of 2013, respectively.

As of June 30, 2014, the amount of gross unrecedriax benefits was $22.1 million, all of which Maaffect our effective tax rate if
realized. We recognize interest income and intengsénse and penalties on tax overpayments andpayeents within income tax expense.
As of June 30, 2014 and December 31, 2013, we pbrimately $1.6 million and $1.5 million, respeety, of accrued interest and penalties
related to uncertain tax positions. We anticiphtg,texcept for $0.9 million in uncertain tax pmsis that may be reduced related to the lap:
various statutes of limitation, there will be notaréal changes in uncertain tax positions in the 1€ months.

We are a U.S. based multinational company subjeie¢ in multiple U.S. and foreign tax jurisdictgyrand have entered into agreement
with the local governments in certain foreign jdiidions where we have significant operations wvjate us with favorable tax rates in those
jurisdictions if certain criteria are met. Tax bétserealized from favorable tax rates for the deer ended June 30, 2014 and 2013 wert
material in the aggregate and did not have a nadtenpact on earnings per share.

We regularly assess the ability to realize defetagdassets recorded in all entities based upowdtight of available evidence, including
such factors as recent earnings history and exgpéatere taxable income. If the Company'’s futursibass profits do not support the
realization of deferred tax assets, a valuatioomahce could be recorded in the foreseeable fulltbe event that we change our
determination as to the amount of deferred taxtaskat can be realized, we will adjust our valmtllowance with a corresponding impact to
the provision for income taxes in the period in ethsuch determination is made.

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 tatesa by lapses of the availability of the U.S.
research and development tax credit, or by chaimgibe valuation of our deferred tax assets ardlliiges. Further, the accounting for stock
compensation expense in accordance with ASC 718acertain tax positions in accordance with ASC @d@ld 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 Revenue iBemnd other tax authorities, anc
some cases, we have received additional tax assatsriVe regularly assess the likelihood of adveuteomes 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 amountmately paid, if any, upon resolution of the issuaised by the taxing authorities may differ
materially from the amounts accrued for each yédrile 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 paiofinancial statements. We do not expect
any material settlements in the next 12 monthsthimibutcomes of these examinations are inherentgrtain.
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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 consideratibapproximately $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 six manttied June 30, 2013, we recorded an additionalayasale of discontinued operations,
net of taxes, of approximately $0.5 million as suteof a net working capital adjustment in accoawith the Purchase Agreement.
Additional cash consideration of up to $37.5 millis payable to Polycom over the next three yeabfest to certain conditions, including
meeting certain agreed-upon EBITDA-based milestdémethe fiscal years ending December 31, 20145201d 2016. These conditions were
not met for the fiscal year ended December 31, 2818h additional cash consideration will be actedrfior as a gain on sale of discontinued
operations, net of taxes, when it is realized alizable. For the six months ended June 30, 2b0b4etwas no realized gain or loss on sale of
discontinued operations.

Segment Informatior

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

A description of our products and services as agbelected financial data for each segment céoupel in Note 17 of Notes to
Condensed Consolidated Financial Statements. Fohaneges to our organizational structure or busingsy result in changes to the report:
segments disclosed.

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 segnoemtribution 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 separatelyged at the corporate level. These unallocatstd atclude corporate manufacturing cc
sales and marketing costs other than direct sakksnarketing, stock-based compensation costs,netsaad development costs, general and
administrative costs, such as legal and accoutists, transaction-related costs, amortizatioruohpased intangible assets, restructuring
costs, and interest and other income (expense), net
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The following is a summary of the financial infortiwa for each of our segments for the periods iatdid (in thousands):

Americas EMEA APAC Total
For the three months ended June 30, 2
Revenue! $ 167,80t $ 83,067 $ 81,14¢ $ 332,01¢
% of total revenue 51% 25% 24% 100%
Contribution margir $ 69,15¢ $ 35,10¢ $ 33,36t $ 137,62
% of segment revenu 41% 42% 41% 41%
For the three months ended June 30, 2
Revenue! $ 175,62¢ $ 79,720 % 89,87¢ % 345,23:
% of total revenue 51% 23% 26% 100%
Contribution margir $ 68,74¢ $ 32,04¢ $ 37,23t $ 138,03!
% of segment revenu 39% 40% 41% 40%
For the six months ended June 30, 2(
Revenue $ 330,87 $ 172,10 $ 157,56« $ 660,54:
% of total revenu 50% 26% 24% 100%
Contribution margir $ 139,12¢ % 72,77¢ % 65,02( 276,92:
% of segment reveni 42% 42% 41% 42%
For the six months ended June 30, 2(
Revenue $ 346,61( $ 168,81¢ $ 168,55 $ 683,98
% of total revenu 51% 25% 24% 100%
Contribution margir 137,97 69,60 68,08: 275,66¢
% of segment reveni 40% 41% 40% 40%
As of June 30, 2014: Gross accounts receiv $ 86,94t $ 68,87¢ $ 65,30( $ 221,12¢
% of total gross accounts receival 39% 31% 30% 100%
As of December 31, 2013: Gross accounts recei $ 86,24: $ 71.97C % 66,92: $ 225,13
% of total gross accounts receival 38% 32% 30% 100%
AMERICAS
Three Months Ended Six Months Ended
June 30, June 30, Increase June 30, June 30, Increase
$ in thousands 2014 2013 (Decrease) 2014 2013 (Decrease)
Revenue! $ 167,80t $ 175,62 @% $ 330,878 $ 346,61( (5)%
Contribution margir $ 69,158 $  68,74¢ 1% $ 139,12t $ 137,97 1%
Contribution margin as % of Americas
revenue: 41% 39% 2 pts 42% 40% 2 pts

The decreases in our Americas segment revenuepnmaarily due to decreased revenues in the UnitateS, Canada, and Brazil,
partially offset by increased revenues in Mexica.®year-over-year basis, the decreases in Amesegraent revenues were primarily driven
by decreased revenues from UC group systems a&sikh 0é decreased sales in IP conference phonegpsdy purchased and resold by Cisco
and, to a lesser extent, decreased revenues froplaffiérm products and the related services, dbriidfset by increased revenues from UC
personal devices. The decreases in UC platforrmieagewere as a result of decreased sales in olfPfie@eance products and the related
services. The increases in UC personal devicesmuegewere primarily due to increased desktop vedides as a result of Microséft.ync ®
voice deployments, partially offset by decreasesktig video revenues.

In the three months ended June 30, 2014 and 20&3;lannel partner in our Americas segment accddote36% and 31%,
respectively, of our Americas revenues. In thensonths ended June 30, 2014 and 2013, one chambe¢pan our Americas segment
accounted for 36% and 32%, respectively, of our Acas revenues. We believe it is unlikely thatltes of any of our channel partners would
have a long term material adverse effect on oumseg revenues as we believe end-users would ljkalghase our products from a different
channel partner. However, a loss of any one oftlsbsinnel partners could have a short-term matsizdrse impact.
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The increases in contribution margin as a percentddmericas segment revenues were primarily ddegher gross margins and
decreased direct sales and marketing expensegeasentage of revenues. The increases in grossmaavgre primarily due to higher product
gross margins driven by a product mix shift towhigher margin RealPresence Group Series produthswaur UC group systems product
category, while service gross margins declinechtlijgn the three months ended June 30, 2014 andire=d relatively flat in the six months
ended June 30, 2014 as compared to the same paridd$3. The decreases in direct sales and magkelipenses were primarily driven by
lower headcount-related costs as a result of @irueturing actions, including decreased compemsatind commission expenses and lower
headcount-based allocations, as well as decreaaddeting programs spending.

EMEA
Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
$ in thousands 2014 2013 Increase 2014 2013 Increase
Revenue: $ 83,060 $ 79,721 1% $ 172,100 $ 168,81¢ 2%
Contribution margir $ 35106 $  32,04¢ 10% $ 72,77¢  $ 69,60¢ 5%
Contribution margin as % of EMEA
revenue: 42% 40% 2 pts 42% 41% 1 pt

The increases in our EMEA segment revenues weneapity due to increased revenues from the Unitetgom, France, and Benelux
as a result of slowly improving economic environterthese countries, partially offset by decreassnues in Russia and the Nordic
countries. On a year-over-year basis, the increaseMEA segment revenues were across all prodateigories. The increases in UC group
systems revenues was primarily due to increaseszhtms from group voice sales, partially offset bgrdased revenues from group video
products and the related services. The increadg€ipersonal devices revenues were primarily driweincreased revenues from desktop
voice sales as a result of Microsbttync ® voice deployments, partially offset by decreasegmees from desktop video products and the
related services. The increases in UC platformmege were primarily due to increased sales in @aifResence products and the related
services.

In the three months ended June 30, 2014 and 20&3;lannel partner in our EMEA segment accounted4®o and 11%, respectively,
of our EMEA revenues. In the six months ended Bfh)&014 and 2013, one channel partner in our EMé&giment accounted for 13% and
11%, respectively, of our EMEA revenues. We beligve unlikely that the loss of any of our chanpattners would have a long term material
adverse effect on our segment revenues as we beali@esers would likely purchase our products from &edént channel partner. Howevel
loss of any one of these channel partners could hahort-term material adverse impact.

The increases in contribution margin as a percenthdeMEA segment revenues were primarily due wekesed direct sales and
marketing expenses as a percentage of revenudis]lparffset by lower gross margins. The decreasedirect sales and marketing expenses
were primarily due to lower headcount-related casta result of our restructuring actions, inclgdilecreased compensation and commission
expenses, as well as lower headcount-based atlosadind outside services costs. The decreasesss grargins were primarily due to lower
service gross margins driven by increased warraméys and lower product gross margins as a resalpooduct mix shift away from higher
margin UC group video products.

APAC
Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30, Increase
$ in thousands 2014 2013 Decrease 2014 2013 (Decrease’
Revenue: $ 81,14¢ $ 89,87¢ (10% $ 157,56: $ 168,55 (7%
Contribution margir $ 33366 $ 37,23¢ (10% $ 6502( $ 68,08 (D%
Contribution margin as % of APAC
revenue: 41% 41% — 41% 40% 1 pt
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The decreases in our APAC segment revenues wenaiply driven by decreased revenues from UC grogesns and, to a lesser
extent, from UC personal devices products anddlsed services, partially offset by increased neres from UC platform products and the
related services. The decreases in UC group systraaues in APAC were primarily driven by decrelass/enues from group video and
immersive telepresence products and the relateitesr partially offset by increased group voiceeraues. The decreases in UC personal
devices revenues were due to decreased desktop salies and, to a lesser extent, decreased des#ttapsales. Revenues decreased year-
over-year primarily in China and Japan, partiaffiget by increased revenues in India and Austradliee overall decline in our APAC segment
revenues was primarily due to continuing slowdowgavernment spending and softer demand, as wellcsllenging macro-economic
environment in the region.

In the three months ended June 30, 2014 and 20E® thannel partners in our APAC segment, in agdee accounted for 40% and
44%, respectively, of our APAC revenues. In thersonths ended June 30, 2014, three channel paitnews APAC segment, in aggregate,
accounted for 38% of our APAC revenues. In thexsinths ended June 30, 2013, one channel partioeir iAPAC segment accounted for 1
of our APAC revenues. We believe it is unlikelytttize loss of any of our channel partners wouldehalong term material adverse effect on
our segment revenues as we believe end-users \keilglpurchase our products from a different chelrpartner. However, a loss of any one
of these channel partners could have a short-temtenmal adverse impact.

Contribution margin as a percentage of APAC segmargnues in the three months ended June 30, 2844lat compared to the same
period in 2013. The increase in contribution mauag a percentage of APAC segment revenues inxmeosiths ended June 30, 2014 was
primarily due to lower direct sales and marketirgenses as a percentage of revenues and sligbtBaised gross margins. The decrease in
direct sales and marketing expenses was driveovagriheadcount-related costs as a result of otnumsring actions, including lower
compensation and commission expenses and lowecteaidbased allocations, as well as decreased thaghmogram spending. The increase
in gross margins was primarily due to increasedisergross margins driven by increased serviceme®e while cost of service revenues in
absolute dollars were relatively flat year-overiyguartially offset by slightly decreased produsigs margins.

Liquidity and Capital Resource

As of June 30, 2014, our principal sources of liifyiincluded cash and cash equivalents of $413lliom short-term investments of
$136.3 million, and long-term investments of $9Midlion. Substantially all of our short-term anchipterm investments are comprised of U.S.
government and agency securities and corporatesaehtities. See Note 11 of Notes to Condenseddlidated Financial Statements for
further information on our short-term and long-tanvestments. We also have outstanding lettersagfittotaling 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 investnheihdsin the Americas totaled $234.3 million, ahd temaining $406.1 million was
held by various foreign subsidiaries outside ofAlneericas as of June 30, 2014. If we need to aamassash and cash equivalents and
investments held outside of the United States dieioto fund acquisitions, share repurchases, owouking capital needs, we may be subjet
additional U.S. income taxes (subject to an adjestrfor foreign tax credits) and foreign withholgitaxes.

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 Sgr$enior Funding, Inc., as Administrative
Agent and Collateral Agent. The Credit Agreementvates for a $250.0 million term loan (the “Termdmd) 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 isadalg 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 theuNg 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 pursuatite $250.0 million modified “Dutch Auction” seénder offer announced in September
2013. We were in compliance with all debt covenastef June 30, 2014. See Note 10 of Notes to CmadkConsolidated Financial
Statements for further details.

We generated cash from operating activities toga$i80.6 million and $82.1 million in the six montlasded June 30, 2014 and 2013,
respectively. The decrease in cash provided byatipgractivities for the six months ended June2B04 as compared to the same period in
2013 was primarily due to lower net income aftqusatihg for noneash expenses, largely offset by improved caslkectidin and higher accru
liabilities adjustments.
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The total net change in cash and cash equivalenthé six months ended June 30, 2014 was an see520.5 million. The primary
sources of cash were $80.6 million from operatictivdies, $13.5 million cash proceeds from thereiee of stock options and purchases ul
the employee stock purchase plan, and $1.8 miltam excess tax benefit. The primary uses of casing this period were $37.1 million of
net purchases of investments, $26.8 million forchases of property and equipment and costs famially developed software products, $8.4
million for stock repurchases to satisfy tax withthog obligations, and $3.1 million of debt payment

Our days-sales-outstanding (“DSOfietric was 49 days and 54 days at June 30, 2012@I®] respectively. The decrease in DSO is
in part to improved revenue linearity in the secqndrter of 2014 over the prior-year quarter anprowed cash collections. DSO could vary a:
a result of a number of factors such as fluctuatiarrevenue linearity, an increase in internatioeeeivables, and increases in receivables
service providers and government entities, whiaretmistomarily longer payment terms. DSO could dgatively impacted in the current
economic environment if our partners experiencicdity in financing purchases, which results idaye in payment to us.

Inventory turns were 5.2 turns at June 30, 201ebaspared to 5.7 turns at June 30, 2013. We beiresantory 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

We enter into foreign currency forward contracthjah typically mature in one month, to hedge oysasure to foreign currency
fluctuations of foreign currency-denominated reabies, payables, and cash balances. We recorceaotiiensed consolidated balance shee
at each reporting period the fair value of our iigmecurrency forward contracts and record anyvalte adjustments in results of operations.
Gains and losses associated with currency rategelsaon contracts are recorded as interest and iot@ne (expense), net, offsetting
transaction gains and losses on the related ams@t&bilities. Additionally, our hedging costsncaary depending upon the size of our hedge
program, whether we are purchasing or selling épreurrency relative to the U.S. dollar and interates spreads between the U.S. and othel
foreign markets.

Additionally, we also have a hedging program tressuforeign currency forward contracts to hedgertgm of anticipated revenues,
cost of revenues, and operating expenses denomliimatee Euro and British Pound, as well as opegatixpenses denominated in Chinese
Yuan and Israeli Shekel. Our foreign exchangemskagement program objective is to reduce volatiitour 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 unreatia@ts and losses as a component of cumulative otteprehensive income, a separate
element of stockholders’ equity. Realized gains lasdes associated with the effective portion efftireign currency forward contracts are
recorded within revenues, cost of revenues, oratjpgy expenses, depending upon the underlying expdming hedged. Any excluded and
ineffective portions of a hedging instrument wobklrecorded as interest and other income (expemsk),

From time to time, the Board of Directors appropksis to purchase shares of our common stock ingbka market. In September 20
our Board of Directors authorized the repurchas4®0.0 million, or approximately 20% of our outslang common stock Return of Capita
Program”), through a $250.0 million modified “Dut&luction” self-tender offer (the “Tender Offer”) disubsequent privately negotiated
transactions. We funded the program with $150.0aniin cash and a $250.0 million Term Loan. Thexder Offer expired on October 30,
2013. On December 4, 2013, we announced planptoaease an aggregate of $114.6 million of comntocksthrough an accelerated share
repurchase (“ASR”) program and entered into sepak&R agreements with two financial institutioneeTASR program represents the last
phase of our $400.0 million Return of Capital Peagr Under the terms of the ASR agreements, wegra@hgregate $114.6 million of cash
and took an initial delivery of approximately 8.Qllan shares in December 2013. The ASR contraetee settled in June 2014, whereby we
received an additional 1.5 million shares upores@ient. The aggregate 9.5 million shares ultimgpeischased under the ASR program was
determined based on the Company’s volumsgghted average stock price less an agreed uponuit during the term of the transactions. 1
shares repurchased were immediately retired uplivede See Note 14 of Notes to our Condensed Qateted Financial Statements for
further details. In July 2014, we announced thatBmard of Directors had approved a new share odfase plan under which we may at our
discretion purchase shares in the open marketamithggregate value of up to $200.0 million. We ekpeexecute this new authorization over
the next two years and to fund the share repurshthseugh cash on hand and future cash flow froeratjons.

At June 30, 2014, we had open purchase ordergdeiatour contract manufacturers and other contahobligations of approximately
$274.9 million primarily related to inventory puaes. We also currently have commitments that sbofbbligations 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.
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These purchase commitments and lease obligatien®#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 has issued letters of credit totaling apprexéty $7.3 million, which are used to secure tlesés on some of our foreign offices as we
other legal, tax, and insurance obligations. Théetaet forth below shows, as of June 30, 2014futuee minimum lease payments due under
our current lease obligations. The table below ke approximately $10.5 million related to therent portion of minimum lease payments
associated with leased space that was restructlinednon-current portion of minimum lease paymestociated with leased space that was
restructured is included in other long-term liaigk in the table below. In addition to these minimlease payments, we are contractually
obligated under the majority of our operating lsa®epay certain operating expenses during the ¢étifme lease, such as maintenance, taxes
and insurance.

Our contractual obligations as of June 30, 2014ar®llows (in thousands):

Projected Other
Minimum Annual Long-
Lease Operating Term Purchase Interest
Payments Lease Cost: Liabilities Commitments Debt Payments (1) Total
Remainder of 201 $ 12,37¢ $ 2,14¢  $ — $ 273,75¢ $ 3,12 % 247¢  $ 293,88
2015 21,47¢ 3,68¢ 3,35( 1,191 6,25( 5,68¢ 41,63¢
2016 15,39¢ 2,67: 5,90¢ — 6,25(C 7,78(C 38,00
2017 13,11¢ 2,192 6,25¢ — 6,25( 9,58: 37,39¢
2018 10,48¢ 1,52¢ 6,33¢ — 223,43t 7,35¢ 249,15:
Thereaftel 30,23¢ 4,36¢ 30,22: — — — 64,82¢
Total payment: $ 103,09¢ $ 16,58¢ $ 52,07. $ 27494¢ $ 24531 $ 32,888 $ 724,90

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

As discussed in Note 18 of our Notes to Condensats@idated Financial Statements, at June 30, 20&Aad unrecognized tax
benefits, including related interest, totaling $28illion, $1.0 million of which may be releasedtire next 12 months due to the lapse of ce
statutes of limitation in the applicable tax jurcttbns.

We believe that our available cash, cash equivalamdl investments will be sufficient to meet oueraging expenses and capital
requirements for the next 12 months based on awercubusiness plans. However, we may require sirel@dditional funds to support our
operating expenses and capital requirements atf@r purposes, such as acquisitions, and mayteeakse such additional funds through
public or private equity financing, debt financiogfrom other sources. We cannot assure you thditiadial financing will be available at all «
that, if available, such financing will be obtait@bn terms favorable to us and would not be ditutOur future liquidity and cash requireme
will depend on numerous factors, including theddtrction of new products and potential acquisitioheelated businesses or technology.

Off-Balance Sheet Arrangements
As of June 30, 2014, we did not have any off-badastteet arrangements, as defined in Item 303(a) @)SEC Regulation S-K.

Critical Accounting Policies and Estimates

Our significant accounting policies were describedlote 1 to our audited Consolidated Financiatéteents and under “Critical
Accounting Policies and Estimates” in “Managemebiiscussion and Analysis of Financial Condition &w®bults of Operations” included in
our Annual Report on Form 1Kfor the year ended December 31, 2013. There haee no changes to our critical accounting estisndiieing
the six months ended June 30, 2014, except fok4iased compensation as described in Note 15 of N@@&sndensed Consolidated Finan
Statements. With the exception of the accountiagdards update discussed below, there have besignmificant changes to these policies or
recent accounting pronouncements or changes inuating pronouncements that are of potential sigaifce to us during the six months ende
June 30, 2014.
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Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standardsrddqa-ASB”) issued an accounting standard updatelwprovides companies with
a single model for use in accounting for revenusreg from contracts with customers and supersedagnt revenue recognition guidance,
including industry-specific revenue guidance. Theegrinciple of the model is to recognize revemhen promised goods or services are
transferred to customers in an amount that refibet€onsideration that is expected to be recdimethose goods or services . The guidance i
effective for annual reporting periods beginninggaDecember 15, 2016. Early adoption is not peeaitThe guidance permits companies to
either apply the requirements retrospectively k@@br periods presented, or apply the requireménthe year of adoption, through a
cumulative adjustment. We have not yet selectedrssition method nor have we determined the impgatioption on our consolidated
financial statements.

In July 2013, the FASB issued an accounting stahdpdate which clarifies that an unrecognized &xefit should be presented in the
financial statements as a reduction to a defeardsset for a net operating loss carryforwardndas tax loss, or a tax credit carryforward if
such settlement is required or expected in theteéheruncertain tax position is disallowed. In attans where a net operating loss
carryforward, a similar tax loss, or a tax creditrgforward is not available at the reporting dateler the tax law of the applicable jurisdiction
or the tax law of the jurisdiction does not requand the entity does not intend to use the deddee asset for such purpose, the unrecognize
tax benefit should be presented in the financatkshents as a liability and should not be combimigid deferred tax assets. The guidance is
effective prospectively for reporting periods begnyg after December 15, 2013. We adopted the gaalanthe three months ended March 31,
2014, and such adoption did not have a materiahohpn our condensed consolidated financial statésne

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Interest Rate Risk

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

The estimated fair value of our cash and cash atpnts approximates the principal amounts reflectemir 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 instrumeotporate bonds, commercial paper, non-U.S. gorent securities and money market
funds. The valuation of our investment portfolicighject to uncertainties that are difficult togice. If current market conditions deteriorate,
we may realize losses on the sale of our investsnamive may incur temporary impairment chargesirgguus to record unrealized losses in
cumulative other comprehensive income (loss). Wadcalso incur additional other-than-temporary iinp&nt charges resulting in realized
losses in our condensed consolidated statemenoiseoations, which would reduce net income. We dmrsiarious factors in determining
whether we should recognize an impairment chargyding the length of time and extent to which fdie value has been less than our cost
basis, the financial condition and near-term protpef the security or issuer, and our intent anitita to hold the investment for a period of
time sufficient to allow any anticipated recovemtie 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 June 30, 2014. The modelingptégue used measures the change
in fair values arising from hypothetical parallglfts in the yield curve of various magnitudes. Shiethodology assumes a more immediate
change in interest rates to reflect the currenhentc environment.

The following table presents the hypothetical failues of our securities, excluding cash and cgsivalents, held at June 30, 2014 that
are sensitive to changes in interest rates. Thestimgptechnique used measures the change in faiesarising from immediate parallel shifts
in the yield curve of plus or minus 50 basis po{®ES), 100 BPS and 150 BPS (in thousands):

-150 BPS -100 BPS -50 BPS Fair Value 6/30/2014 +50 BPS +100 BPS +150 BPS
$ 228,36° $ 227,990 $ 227,61 $ 227,23!  $ 226,85¢ $ 226,480 $ 226,10:

43




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 lvate 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 2.00f&rést is due and payable in arrears quarterliofors bearing interest at the base rate an
at the end of an interest period (or at each threeth interval in the case of loans with interemtiqus greater than three months) in the case c
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 baine 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 June 30, 2014, the weighted averager@st rate on the Term Loan was 1.96%. The effeah 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 denominatetinited States dollars, we also sell our productsservices 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, Chinese Y&amg, British Pound, Israeli Shekel,
Japanese Yen, and Mexican Peso relative to thetlBitates Dollar. We mitigate bank counterparty mdated to our foreign currency hedg
program through our policy that requires us to ex@tedge contracts with banks that are among tikel\s largest 100 banks, as ranked by
total assets in U.S. dollars.

As of June 30, 2014, we had outstanding forwardhamge contracts to sell 2.2 million Brazilian Re#tl®.29, buy 6.7 million Chinese
Yuan at 5.12, sell 21.2 million Euros at 1.36, Bu§ million British Pounds at 1.68, sell 20.1 nailiiIsraeli Shekels at 3.45, sell 516.4 million
Japanese Yen at 101.53, and sell 9.1 million MexRasos at 12.91. These forward exchange contradtge our net position of foreign
currency-denominated receivables, payables andlzdahces and typically mature in 360 days or l&sof June 30, 2014, we also had net
outstanding foreign exchange contracts to sell iillfon Euros at 1.34, sell 7.6 million British Riods at 1.59 and buy 32.1 million Israeli
Shekels at 3.62. These forward exchange contreantsed at fair value, typically have maturitiesnodre than 360 days.

We also have a cash flow hedging program underiwivie hedge a portion of anticipated revenues, afastvenues and operating
expenses denominated in the Chinese Yuan, EurtisiBRound and Israeli Shekel. As of June 30, 2@/&4had outstanding foreign exchange
contracts to buy 120.7 million Chinese Yuan at 68l 32.6 million Euros at 1.37, sell 6.9 milli@nitish Pounds at 1.67, and buy 54.2 mill
Israeli Shekels at 3.47. These forward exchang&acis, carried at fair value, typically mature3®0 days or less. As of June 30, 2014, we he
net outstanding foreign exchange contracts ta3sglmillion Euros at 1.35, buy 4.7 million Briti®tounds at 1.60, and buy 27.8 million Israeli
Shekels at 3.55. These forward exchange contreantsed at fair value, typically have maturitiesnodre than 360 days.

Based on our overall currency rate exposure aareé 30, 2014, a nederm 10% appreciation or depreciation in the UnBeates Dollal
relative to our foreign local currencies, would &éan immaterial impact on our results of operatid¥is may also decide to expand the type of
products we sell in foreign currencies or may,dpecific customer situations, choose to sell irifgm currencies in our other regions, thereby
further increasing our foreign exchange risk. SeteNL.3 of Notes to Condensed Consolidated FinaBt&kEments for further information on
our foreign exchange derivatives.

Item 4. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures.

Our management evaluated, with the participatioounfChief Executive Officer and our Chief Finahcficer, the effectiveness of our
disclosure controls and procedures as of the ettiegberiod covered by this Quarterly Report omi&0-Q. Based on this evaluation, our
Chief Executive Officer and our Chief Financial i0#fr have concluded that our disclosure controtbocedures are effective to provide
reasonable assurance that information we are edjtordisclose in reports that we file or submidemthe Securities Exchange Act of 1934
(i) is recorded, processed, summarized and repuaiitiéh the time periods specified in Securitiesl @ xchange Commission rules and forms,
and (ii) is accumulated and communicated to Polysananagement, including our Chief Executive Offiaad our Chief Financial Officer, as
appropriate to allow timely decisions regardinguiegd disclosure.
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Changes in internal control over financial reportip

There was no change in our internal control ovweairfcial reporting that occurred during the six rhergnded June 30, 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 Investigation

The information set forth in the section entitl€bmmitments and Contingencies” in Note 9 of Note€tndensed 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 ALIPART OF YOUR INVESTMENT. IN ASSESSING THESE RYEXE
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 markets is intense, aadr inability to compete effectively could signifiatly 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 rggaiyc theater and across all of our
product categories. Our major global competitd€imco Systems. Our other global competitors inclédaya Inc., Blue Jeans Network,
ClearOne Communications, Inc., Dolby Laboratories,, Huawei Technologies Co. Ltd., Logitech In&ianal S.A., Revolabs, Inc., snom
technology AG and Yealink.

Our competitive landscape continues to rapidly e¥@ls we move into new markets for video collabonesuch as mobile, browser-
based, and cloud-delivered video. Our competittss eontinue to develop and introduce new techriegygometimes proprietary, that
represent threats through closed 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 havingdweér 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 moéild cloud-based
solutions, and our ability to bring such productsrtarket on a timely basi

® competitively price our products and solutio
® provide competitive product performan:

* be successful in multiple markets with differinguuéements, including, but not limited to, mobilel@o, social video,
subscription-based video delivered from the clond service provider markets, and with various saes types of
customers

* introduce new products and solutions in a timelynes;
* reduce production and service co:
* provide required functionality such as securityiatglity, and scalability

® ensure investment protection through interopergtaind backwards- and forwardempatibility with other UC&C systen
and solutions

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

* successfully integrate our products with, and ajgevar products on, existing customer platforms @mtsumer device:

® gain market presence and brand recogni
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* extend credit to our partnel
* conform to open standarc

* successfully address disruptive technology shifts mew business models, such as cloud-based amdhsefbased UC&C
solutions and mobility and consumer solutions;

® successfully address the transition in the marehfprincipally hardware based point products fotsans including
hardware, software and servic

Our competitive environment also differs by geotpsapCisco Systems is our primary global compeiitcall theaters and categories in
which we compete. In the Asia Pacific region, wditidnally compete with China-based competitorshsas Huawei and ZTE Corporation, as
well as ClearOne, snom, Sony Corporation, Yealtotech Ltd., and other smaller competitors.

We may not be able to compete successfully agaimsturrent 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 pmimproved performance. New product
introductions by our current or future competitanspur delay in bringing new products to markeyld cause a significant decline in sales or
loss of market acceptance of our products. We \xelieat ongoing competitive pressure may resudtlieduction 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 comnimation of certain video conferenci
products is leading to the availability of alteimat lower-cost UC&C products than ours, such asdhoffered by Apple Inc., Google Inc.,
Logitech, Skype and others, which could drive dawnsales prices and negatively impact our revenues

Increased consolidation and the formation of strgfe partnerships in our industry may lead to incread competition which could adverse
affect our business and future results of operatmn

Strategic partnerships and acquisitions are b&ingéd and announced by our competitors on a rebalsis, 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 netwnal an expanded video communications solutiooduzt line. This product line is often
sold in conjunction with Cisco Systen@’oprietary network equipment and technology asmapete 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. Similarlyasa acquired Konftel and RADVISIOI
and Logitech acquired LifeSize. These consolidatiand partnerships have resulted in increased ditiapend 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 parcmukl 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 dtrésum our business. Rumored or actual
consolidation of our partners and competitors lik#tly cause uncertainty and disruption to our hass and can cause our stock price to
fluctuate.
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Global economic conditions have adversely affecten business in the past and could adversely affeat revenues and harm our business
in the future.

Adverse economic conditions worldwide have contébuo 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 seen weakening demand and longsr gatles in the public sector, which
includes federal, state and local governments,edsas healthcare and education, which we beliesewlue in large part to budget constraints
as well as political issues. A global economic diwsm would negatively impact technology spendingdoar products and services and would
materially adversely affect our business, operatésylts and financial condition. Further, we hagen slower growth compared to prior years
in China, India, and other growth markets, whichbeéeve is due in part to macro-economic factbrsther, global economic conditions have
resulted in a tightening in the credit markets, lmuidity levels in many financial markets, decgedn customer demand and ability to pay
obligations, and extreme volatility in credit, egyiforeign currency and fixed income markets.

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 sidiantly and are not necessarily a good indicatdrfature 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 sesyige part 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 opecpfilans;
* changes to our global organization and retentiokegfpersonne
® slowing sales or variations in sales rates by danoel partners to their custome

® changes to our channel partner programs, contaactstrategy that could result in a reduction emrtbmber 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 competitc
® the timing, size and mix of the orders for our preid;
* the level and mix of inventory that we hold to miatire demanc

* changes in effective tax rates which are diffitalpredict due to, among other things, the timing geographical mix of
our earnings, the outcome of current or futureatadits and potential new rules and regulatis

® changes in the underlying factors and assumptieed in determining sto-based compensatio

* fluctuations in the level of international saleslaur exposure to foreign currency fluctuationgoth revenues and
expenses

® dependence on component suppliers and third paahufacturers, which includes outside developmemtufzturers, and
the associated manufacturing co

* the impact of increasing costs of freight and congmis used in the manufacturing of our productstheghotential
negative impact on our gross margi

* the magnitude of any costs that we must incur énetbent of a product recall or of costs associaiét product warranty
claims;

48




* the impact of seasonality on our various produmdiand geographic regions; ¢

* adverse outcomes in intellectual property litigatand other matters and the costs associated sgtrting and enforcing
our intellectual property portfolic

As a result of these and potentially other factames believe that period-to-period comparisons oftastorical 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 prigelikely decline. Financial guidance
beyond the current quarter is inherently subjegfreater risk and uncertainty, and if the transgin our markets accelerate, our ability to
forecast becomes more difficult.

We face risks associated with developing and marigbur products, including new product developmearid 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#ifdvideo 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 enterpridgublic sector, targeted at vertical marketduing finance, manufacturing, government,
education and healthcare. In addition, in respémsenerging market trends, and the network effeéged 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 markeés) 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 relative pnig, differentiation of new products from thoseoofr competitors and other products in our owr
portfolio, market acceptance of these productsthadbility to sell our products to customers aspeehensive UC&C solutions. Other factors
that may affect our success include properly adilnigshe complexities associated with compatibibgues, channel partner and sales force
training, technical and sales support, and fiegpsut.

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 soluioisuch as immersive telepresence, that typicatjyire direct high touch sales involvement
with potential customers, we compete directly vidttye, 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 productrofées 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 wediindthe 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€h&C strategy versus point product or endpoirty dieployments. Any delays in future
purchases could adversely affect our revenuess gnasgins and operating results in the period efblay.

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 addhesse 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 inwgnbbsolescence 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.
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We may experience delays in product introductior$ availability, and our products may contain déseehich could seriously harm our
results of operations.

We have experienced delays in the introductionestain 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 throughout the United Statesthied international locations such as
China, India and Israel. As such, disruption dugdopolitical conflicts could create an increadsH of delays in new product introductions.

We produce highly complex communications equipmehich includes both hardware and software andrjpm@tes new technologies
and component parts from different suppliers. Resglproduct defect and technology and quality ésscould cause delays in new product
introduction. Component part shortages could adase delays in product delivery and lead to in@@a®sts. Further, some defects may n
detected or cured prior to a new product launcimay be detected after a product has already laegcthed and may be incurable or result
product recall. The occurrence of any of these &veould result in the failure of a partial or eatproduct line or a withdrawal of a product
from the market. We may also have to invest sigaift capital and other resources to correct thest@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 mlebtloudbased delivery, softwa
delivery or any product quality issues, produckedefssues or product recalls could adversely affecmarket acceptance 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 tedbgies obsolete. In addition, the introductiomefv products and any related actions to
discontinue existing products can cause existingniory to become obsolete. These obsolescenaesissuany failure by us to properly
anticipate product life cycles, can require writdahs in inventory value. For each of our produtits,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 growdtes and margins. Such evaluations
could result in the discontinuance or divestituréhose products in the future, which could beuf$ive and costly and may not yield the
intended benefits. For example, we divested owarprise wireless solutions business in Decembe2.201

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 doeggnotv as we anticipate, or if our strategy for
addressing the market, or execution of such styategiot 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;af we do not anticipate shifts in
technology appropriately or rapidly enough; if ttevelopment of suitable sales channels does natoacoccurs more slowly than expected;
if our products are not priced competitively or acd 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, sucheiised 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, prosiles of our legacy products may be
negatively impacted, which could materially impaat revenues and results of operations.
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Lower than expected market acceptance of our pitsgpcice 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 offeriagsunpredictable, and new products typically Hawer gross margins for a period of time
after their introduction and higher marketing antes costs. As we introduce new products, theydcimareasingly become a higher percentag
of our revenues. Our profitability could also begatvely affected in the future as a result of @awnihg 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 redariees, introduce new products that carry lowergimerin order to expand the market or
stimulate demand for our products, or discontirkistmg 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 mayrdgly, fail to grow as anticipated or may
be adversely impacted. We face similar risks agxypand and focus our business on the SMB and sepvavider markets.

Failure to adequately service and support our pratdefferings could harm our results of operatia

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 adequatelyetigyand train our internal support organizatiomaintain our relationships with our
outside technical support providers, it could adebr affect our business.

In addition, sales of our immersive 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. This requires us
to provide advanced services and project manageiméstms of resources and technical knowledgéeftustomer’s telecommunication
network. If we are unable to provide the propeelef support on a cost efficient basis, it mayseadamage to our reputation in this market
and may harm our business and results of operations

If we fail to successfully attract and retain highlqualified management personnel and key employees,business may be harme

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 restructuaatjpns and charges could occur. We have had tarrnowa number of senior executive
positions, including our chief executive officeturahief financial officer, our head of worldwidales, our chief marketing officer and head of
worldwide engineering. In December 2013, we apgaird new CEO, and in the second quarter of 2014ppeinted a new chief financial
officer and a new head of worldwide engineeringadidition, we recently appointed a new head ofssal&PAC. These transitions, along with
the hiring of other new senior managers, may beigive to our business, and if we are unable &rate an orderly transition, our revenue,
operating results and financial condition may beeasely impacted. Future changes to our executidesanior management teams, including
new executive hires or departures, could causkdudisruption to the business and have a negatipact on our operating performance, w
these operational areas are in transition. Conipefibr qualified executive and other managemensqanel is intense, and we may not be
successful in attracting or retaining such persbnne
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Impairment of our goodwill or other assets would gtively affect our results of operation

As of June 30, 2014, our goodwill was approxima$9.2 million and other purchased intangible @saere approximately $30.9
million, which together represent a significantfpmr of the assets recorded on our consolidateshical sheet. Goodwill and indefinite lived
intangible assets are reviewed for impairmentadtlannually or sooner under certain circumstar@#ser intangible assets that are deemed t
have finite useful lives will continue to be ampetil over their useful lives but must be reviewedrfgpairment when events or changes in
circumstances indicate that the carrying amouthe$e assets may not be recoverable. Screeniagdoassessing whether impairment
indicators exist, or if events or changes in cirstances have occurred requires significant judgniédrerefore, we may be required to take a
charge to operations as a result of future goodwaidl intangible asset impairment tests. The deesdgasevenue and stock price that have
occurred as a result of global economic factorserslch impairment more likely to result. If impaém is deemed to exist, we would write-
down the recorded value of these intangible asedt®ir fair values and these write-downs couldrhaur business and results of operations.
Further, we cannot assure you that future inveniomestment, license, fixed asset or other assétdowns will not happen. If future write-
downs do occur, they could harm our business asultseof operations.

We continue to look for ways to improve and streamalour infrastructure, including implementing a ne integrated financial information
system and other information technology and proocessand if we do not appropriately manage theselanpentations, our operating resul
may be negatively affected.

To manage our business effectively, we must coattoumprove and streamline our infrastructureluding information technology ar
processes, financial operating and administratpgtesns and controls in an efficient manner. We pdacontinue to improve our information
technology systems and underlying business prosga$éch will require significant management tirmapport and cost. Moreover, there are
inherent risks associated with implementing newiesyis that may affect our ability to manage our d&tae do not successfully implement,
improve or maintain these systems, our operatioag Ine disrupted and our operating results coulddsmed. In addition, these systems or
their functionality may not operate as we expeetrthio, and we may be required to expend significasdurces 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 todyapleted in two phases with the
financial accounting processes being implementdddrthird quarter of 2014 and the operations carepts in 2015. The successful
conversion from our legacy financial systems t@a 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 welirde in the periodic reports we file with
the SEC.

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

Our failure to successfully implement restructuringlans related to vacant and redundant facilitiesudd adversely impact our business.

We have in the past, and may in the future, asgdatquiring a company or as part of restructuentions taken to streamline the
business, identify redundant facilities. If we 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 leases in the cispanarkets. If actual sublease income is
lower than our estimates for any reason, if it sake longer than we estimated to sublease thettiidacor if the associated cost of, or our
recorded liability related to, subleasing or terating our lease obligations for these facilitiegrisater than we estimated, we would incur
additional charges to operations which would hatmtsiness, results of operations and cash flows.
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We experience seasonal demand for our products aedices, which may adversely impact our result®pérations 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. Foaeple, the first quarter of the year is typicdhlg least predictable quarter of the year for ub ar
there is generally a slowdown for sales of our potsl in the European region in the third quartezaath year. Further, the timing of fiscal year
ends for our government and enterprise customeysresalt in significant fluctuations from 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 sifitant amount of our sales may occur at the endafjuarter and certain of our sales
contracts include 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 depeladge part upon the volume and timing of chamaetner orders received during a
given quarter and the percentage of each ordemthaire able to ship and recognize as revenueglaegnoh quarter, each of which is extremely
difficult to forecast. We have experienced longses 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, thenedictability 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 thé fagr quarters, the percentage of our quartengmees that were recognized in the third
month of the quarter ranged from approximately 48%4%. Accordingly, if for any reason orders aademues do not meet our expectations
in a particular period, we will be limited in ouikity to reduce expenses quickly, and any sigaificshortfall in demand for our products in
relation to our expectations would have an advienpact on our operating results.

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

Certain of our sales contracts include product ptegee provisions which vary depending upon the tyfgproduct and individual terms
of the contract. In addition, acceptance criterayrpbe required in other contracts in the futur@esheling upon the size and complexity of the
sale and the type of products ordered. As we iserear focus on growing our service provider bussrend cloud and managed services, it is
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.
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We face risks related to our dependence on charpeetners to sell our products.
Conflicts and competition with our channel partnarsl strategic partners could hurt sales of ourdarots.

We have OEM agreements with major telecommunicatequipment manufacturers, whereby we manufacureroducts to work wit
the equipment of the OEM. These relationships caate conflicts with our other channel partners wiectly compete with our OEM
partners, or could create conflicts among our OEMrers who compete with each other, which coulceeskly affect revenues from these
other channel partners or our OEM partners. Cdsfaenong our OEM partners could also make contipagthering with these OEM partners
increasingly difficult. Our OEM partners may dectdeenter into a new OEM partnership with a compatimer than us, or develop products of
their own, or acquire such products through actjaisithat compete with ours in the future, whictuldl adversely affect our revenues and
results of operations. For example, Cisco Systeasred us that it would end of life, and will teésre no longer resell, the IP conference
phones they purchased from us, which is expecteeidiace our 2014 revenue by approximately $40.0amitompared to 2013. Because m
of our channel partners also sell equipment thatpeies with our products, these channel partnedsl cevote more attention to these other
products which could harm our business. Furthes, @sult of our more direct-touch sales modelnvey alienate some of our channel partner
or cause a shift in product sales from our tradé@lahannel model. Due to these and other factbemnel conflicts could arise which cause
channel partners to devote resources to non-Polymonmunications equipment, or to offer new prodfi@s our competitors, which would
negatively affect our business and results of djueTs.

In addition, we are focusing on our strategic penghips and alliances with Microsoft, AT&T, BroadSand IBM. Defining, managing
and developing these partnerships is expensiveigedconsuming and may not come to fruition orgitlle desired results, impacting our
ability to effectively compete in the market anda&e advantage of anticipated future market growtin example, our key strategic
relationship with Microsoft in which we are jointtieveloping 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 marketp&aif we are unsuccessful. Our mobile
solutions are also dependent on our ability to essflly partner with mobile device manufacturers.

In addition, as we enter into agreements with tisésgegic partners to enable us to continue tamsur relationships with these
partners, we may undertake additional obligatisash as development efforts, which could triggeéniemded 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 witimpanies, conflicts between our strategic pagreeuld arise which could harm o
business.

Some of our current and future products are diyemimpetitive with the products sold by both ouawhel 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 wielC&C platform providers. These partnershipsltésinteroperable features between
products to deliver a total solution to our muteatl-user customers. Competition with our partneadliof the markets in which we operate is
likely to increase, which would adversely affect oevenues and could potentially strain our exgstielationships with these companies.

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

We sell a significant amount of our products torotel partners who maintain their own inventory of products for sale to dealers and
end-users. Our revenue forecasts associated withupts 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 data is inaccurate orexgived timely, our revenue forecasts for fupgdods may be less reliable. Further, if tF
channel partners are unable to sell an adequatardrabtheir inventory of our products in a givemagter or if channel partners decide to
decrease their inventories for any reason, suehrasurrence of global economic uncertainty andrdom in technology spending, the volume
of our sales to these channel partners and ounuvegewould be negatively affected. In addition,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 prediétgdls, which would harm our business and creagxpected variations in our financial
results.
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Potential changes to our channel partner programstmnnel partner contracts may not be favorablyeiged and as a result our chani
partner relationships and results of operations rbayadversely impacte

Our channel partners are eligible to participatearious 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 partner contracts. These changes cpglet our channel partners with the
effect that they could add competitive productthtzir portfolios, delay advertising or sales of puvducts, or shift more emphasis to selling
our competitors’ products. Our channel partners natybe receptive to future changes and we mayeawgive the positive benefits that we
anticipate in making any program and contractuahges.

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

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

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

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

Our channel partner contracts are typically shagtrn and early termination of these contracts mayrhaur results of operations.

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

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

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

International sales and expenses represent a sigaifit portion of our revenues and operating expeasand risks inherent in internationa
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 both of the three months dérdme 30, 2014 and 2013, international
revenues represented 56% 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 mark&ich as the restricted credit environment axdreggn credit
concerns in EMEA and the recent reduced governspanding and elongated sales cycles we have sé#mina;

¢ information security, environmental and trade pttite measures or sanctions and other legal andatgy requirements,
some of which may affect our ability to import qaroducts, to export our products from, or sell praducts in various
countries;
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® recent economic sanctions imposed, and the potémtiadditional economic sanctions, by certaindpgan nations and t
U.S. on Russia and certain individuals and entitiglussia, as well as Russia’s potential resptmsech sanctions, some
of which may affect our ability to sell or importioproducts in Europe

e foreign currency exchange rate fluctuations, intigdhe recent volatility of the U.S. dollar, afektimpact of our
underlying hedging program

® unexpected changes in regulatory requirementsaiftst
* |onger payment cycle:

® cash repatriation restriction

* potentially adverse tax consequences;

* the impact of instability in the Middle East or italy action or other hostilities on foreign marketuch as the recent
events in Russia and the Ukrai

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

Although to date, a substantial majority of ouemiational sales have been denominated in U.Sermeyr we expect that a growing
number of sales will be denominated in non-U.Srengies as more international customers requdstcih their currency. We maintain local
currency pricing in the European Union and the &thiKingdom whereby we price and invoice our prosliaetd services in Euros and British
Pounds. In addition, some of our competitors culyeénvoice in foreign currency, which could be isablvantage to us in those markets where
we do not. Our international operating expensegganearily denominated in foreign currency with offisetting revenues in those currencies
except for the Euro and British Pound. As a resithese factors, we expect our business will Heenable to currency fluctuations, which
could adversely impact our revenues and marginswieontinue to evaluate whether it is necesgargienominate sales in local currencies
other than the Euro and the British Pound, depgndincustomer requirements.

We do not hedge for speculative purposes. As dtresaur increased exposure to currency fluctuajave typically engage in currency
hedging activities to mitigate currency fluctuatiexposure. Our hedging costs can vary depending tigosize of our hedge program, whethe
we are purchasing or selling foreign currency redato the U.S. dollar and interest rates spreatisden the U.S. and other foreign markets
a result, interest and other income (expensehaebecome less predictable and more difficulbtedast. The impact in any given quarter of
our hedging programs is dependent upon a numbectdrs, including the actual level of foreign @mcy denominated revenues, the exchanc
rate in our underlying hedge contracts and theshetxchange rate during the quarter. As a resuduiofprogram, we increased operating inc
by $3.7 million and $2.3 million in fiscal year 2Dand 2013, respectively, and reduced operatingmecby $0.6 million in the six months
ended June 30, 2014. For further information ontmaiging program, see the section entitled “Quatité and Qualitative Disclosures About
Market Risk.”

Difficulties in identifying and integrating acquidions could adversely affect our busine:

We have spent and may spend in the future, sigmificesources identifying and acquiring businesBes.process of identifying suitable
candidates and integrating acquired companiesomt@perations requires significant resources artitiie-consuming, expensive and
disruptive to our business. Failure to achieveathécipated benefits of any acquisitions could hatmbusiness, results of operations and casl
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 @mdiucts and services into our current and futwoeluct lines,
including providing services that are new for

* potential deterioration of the acquired company&dpict sales and revenues due to integration setvind management
distraction;

® managing integration issue

* potentially creating confusion in the marketplagar®effectively distinguishing or marketing the grect and services
offerings of the newly acquired company with ouisérg product and services line

® entering new businesses or product lit
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* potentially incompatible cultural differences beemghe two companie
® geographic dispersion of operatio

* interruption of manufacturing operations as wegiton an acquired company’s manufacturing to ausourced
manufacturing mode

® generating marketing demand for an expanded prdiheg!
® (distraction of the existing and acquired salesdataring the integration of the compani

* (distraction of and potential conflict with the agga company’s products and services in regardsitexisting channel
partners

¢ the difficulty in leveraging the combined technakmand capabilities across all product lines aredlamer bases; ai
® our inability to retain the customers or employekan acquired compan

We have limited supply sources for some key compisef our products and services and for the outsidevelopment and manufacture of
certain of our products, and our operations coul@ lharmed by supply or service interruptions, compahdefects or unavailability of these
components or products.

Some key components used in our products are clyr@railable from only one source and others awdlable from only a limited
number of sources, including some key integratezlits and optical elements. Because of such lavsteurces for component parts, we may
have little or no ability to procure these partsfawvorable pricing terms. We also obtain certaimponents from suppliers in China, Japan, an
certain Southeast Asia countries, and any polibcaconomic instability in these regions in theufe, natural disasters, disruptions associatec
with infectious diseases, or future import resimics, may cause delays or an inability to obta@séhsupplies. Further, we have suppliers in
Israel and any military action or war with otherddie Eastern countries perceived as a threat bytlited 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 amchgse order basis either
directly or through our contract manufacturers. 8afthe components included in our products, siscmicroprocessors and other integrated
circuits, have been subject to limited allocatibgssuppliers. Component manufacturers may alsowro®the end of production of certain
components that we require for our products netzsgj the redesign and end of life purchases ormpad. In addition, companies with limited
or uncertain financial resources manufacture sohtieese components. Further, we do not always daeet control over the supply chain, as
many of our component parts are procured for usurycontract manufacturers. In the event that weuo contract manufacturers, are unable
to obtain sufficient supplies of components, depeltiernative sources as needed, or companiedimitied financial resources go out of
business, our operating results could be seridwumigned. In addition, we may incur additional casteesolve these supply shortages, which
would negatively impact our gross margins.

We have strategic relationships with third parteedevelop and manufacture certain products fofrbs.loss of any such strategic
relationship due to competitive reasons, contradisputes, the financial instability of a strategiartner or their inability to obtain any
financing necessary to adequately fund their opmrst could have a negative impact on our abibtpiioduce and sell certain products and
product lines and, consequently, would adversdicabur revenues and results of operations. Walacedependent upon third parties to
provide our managed services for our immersiveptekence products. Any disruption in our managedcss for our customers may
materially adversely affect our ability to sell ammmersive telepresence products and impact oatioekhip with the end users.

Additionally, our Group Series and HDX video soduns and network system products are designed lmaséigjital signal processors ¢
integrated circuits produced by Texas Instruments@meras produced by JVC. If we could no londptsin integrated circuits or cameras
from these suppliers, we would incur substantiplesse and take substantial time in redesigningpmducts to be compatible with
components from other manufacturers, and we mighba successful in obtaining these components &ibannative sources in a timely or
cost-effective manner. The failure to obtain adégsapplies of vital components could prevent dayleroduct shipments, which would harm
our business. We also rely on the introduction dales of some key components in the developmelatuoich of new products. Any delays in
the availability of these key components could hatmbusiness.

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.
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If we experience manufacturing disruptions or capfcconstraints or our manufacturers fail to comphyith laws or standards, our busine
would be harmed.

We subcontract the manufacture of most of our vaimeo and network system products to Celestickes, Foxconn and VTech,
which are all third-party contract manufacturere Wée Celestica’s facilities in Thailand and Chand Askey’s, Foxconn’s, and VTech’s
facilities in China. Should there be any disruptiorthe ability of these third party manufacturers£onduct business for any reason, our
business and results of operations would be harivbide we have begun to develop secondary manuiagtsources for certain products,
Celestica’s facilities are currently the manufaetuor substantially all of our video products, ah@elestica experiences an interruption in
operations, suffers from capacity constraintssatherwise unable to meet our current or futucglpction requirements we would experien
delay or inability to ship our products, which wdiiave an immediate negative impact on our reverMesover, any incapacitation of any of
our or our subcontractorganufacturing sites due to destruction, naturastes or similar events could result in a lossrofipct inventory. A:
a result of any of the foregoing, we may not beablmeet demand for our products, which could treglg affect revenues in the quarter of
the disruption or longer depending upon the mageitof the event, and could harm our reputatiomddition, operating in the international
environment exposes us to certain inherent risicduding unexpected changes in regulatory requirgsngnd tariffs, difficulties in staffing and
managing foreign operations and potentially adveEageonsequences, all of which could harm ourriassi and results of operations.

In addition, we expect our contractors to meetaterstandards of conduct, including 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 mineratsthe products we have manufactured. T
rules will result in additional time and cost tdigience our contractors and comply with the disefesequirements and they may also affec
sourcing and availability of minerals we use in ptoducts. Although we do not anticipate any matexiverse effects based on these rules
will need to ensure that our contractors complyhwlitem.

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

As of June 30, 2014, we had $245.3 million in tévans outstanding under our credit agreement @redit 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, tharshycing the
availability of cash flow to fund working capitaapital expenditures, acquisitions and investmantsother general
corporate purpose

* limit our flexibility in planning for, or reactingp, changes in our business and the markets inhwidcoperate

* [imit, 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 ctitopethat have less debt; a
* increase our vulnerability to adverse economi@iririal, industry or competitive conditions, inclagiincreases 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 described@ could intensify.
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Our credit facility contains covenants which may \astsely impact our business, and the failure to qaynwith 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 tisingrant liens, make investments, incur indebtesimaerge 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 resulhmacceleration 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 corporatevgonance and public disclosure requirements coulaMe an adverse 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 managesit@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 failimebese 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 andulations 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 that could havaaterial adverse effect on our financial conditéon results of operations.

The telecommunications industry is regulated byRéderal Communications Commission in the UnitedeStand similar government
agencies in other countries and is subject to dhgmaplitical, economic, and regulatory influenc€hanges in telecommunications
requirements, or regulatory requirements in othdustries in which we operate now or in the futimehe United States or other countries
could materially adversely affect our business rafieg results, and financial condition, includiogr 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.
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If we have insufficient proprietary rights or if wéalil to protect those rights we have, our businessild be materially impairec

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. ladiidn, certain of our products are
developed and manufactured based largely or sofethird-party technology. These third-party softevhicenses and arrangements may not
continue to be available to us on commercially seable or competitive terms, if at all. The terntio@ or impairment of these licenses could
result in delays or reductions in new product idtrctions or current product shipments until equmakoftware could be developed, licensed
and integrated, which could harm our business asdlts of operations. Further, if we are unableltmin necessary technology licenses on
commercially reasonable or competitive terms, wadbe prohibited from marketing our products, af¢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 commercialiroducts or technologies incorporating open sosoftware may be restricted because,
among other factors, open source license termshmanclear and may result in unanticipated obligetiregarding our product offerings.

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

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

We face litigation claims that might be costly tesolve and, if resolved adversely, may harm ourrapiag results or financial condition.

We are a party to lawsuits in the normal courseusfbusiness. The results of, and costs assoaiathdcomplex litigation matters are
difficult to predict, and the uncertainty assoadihtégth substantial unresolved lawsuits could hatmhsiness, financial condition, and
reputation. Negative developments with respecetuding lawsuits could cause our stock price toidechnd an unfavorable resolution of any
particular lawsuit could have an adverse effecbanbusiness and results of operations. In additienmay become involved in regulatory
investigations or other governmental or privatelggoceedings, which could be distracting, expenaind time consuming for us, and if
public, may also cause our stock price to be neglgtimpacted. We expect that the number and s@ite of claims and legal proceedings
that assert patent infringement claims or othelliettual property rights covering our productshei directly against us or against our
customers, will increase as our business expanugchims or proceedings against us, whether m@its or not, could be time consuming,
result in costly litigation, require significant asmts 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 contedétilemnity provisions. Royalty or licensi
agreements, if required, may not be available ongdavorable to us or at all. In addition, we edtgbat we may face legal proceedings for
matters unrelated to intellectual property. Fomepke, as described in Note 9 of Notes to the Cosel@iConsolidated Financial Statements, a
purported shareholder class action suit and shitehderivative lawsuits were filed against the @amy and certain of its current and former
officers and directors. Such shareholder activitielwsuits, and any related publicity, may regulubstantial costs and, among other things.
divert the attention of management and our empkay&e unfavorable outcome in any claim or procegdigainst us could have a material
adverse impact on our financial position and resofitoperations for the period in which the unfalade outcome occurs, and potentially in
future periods. Further, any settlement announgaashmay expose us to further claims against ubiby parties seeking monetary or other
damages which, even if unsuccessful, would divemagement attention from the business and causeinsur costs, possibly material, to
defend such matters.
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If we fail to manage our exposure to the volatilignd economic uncertainty in the global financial anketplace successfully, our operatir
results could be adversely 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 portfolio and our tetoan debt facility. The valuation of our investmeuottfolio is subject to uncertainties that 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 kcbimpact those ratings and our decision to hosb¢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 rgtiri 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.”

Delays or loss of government contracts or failue abtain required government certifications coulcbe a material adverse effect on o
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 #redresponsibility of our partner, a lack
of reporting or compliance by us or our partnemglgétave an impact on the sales of our productpt@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 tinaenes specified by the United States Federal gwwent, or if our competitors have
certifications for competitive products for whickevare not yet certified, our revenues and res@ilbperations would be adversely impacted.

Changes in our tax rates could adversely affect duture results.

We are a U.S. based multinational company subjeieb¢ in multiple U.S. and foreign tax jurisdictimrJnanticipated changes in our tax
rates could affect our future results of operati@gr future effective tax rates, which are difftao 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 examinatioousfincome tax returns by the Internal RevenueiSe@and 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 condition

Business interruptions could adversely affect oypeyations.

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 to the loss of our intellectual propent the confidential information of our
customers, disruption of our business activities potential litigation), and other events beyond @antrol. We have a business continuity
program that is based on enterprise risk 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 aialaddrerse 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.
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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, require that we incur addal@xpense to acquire alternative telecommunicati@pacity, or cause us to miss contractue
obligations, which could have a material adversectn our operating results and our business.

Our cash flow could fluctuate due to the potentigifficulty of collecting our receivables and manawg our inventories.

Over the past few years, we have made significargistments in EMEA and Asia to expand our busiireisese 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 countriesdc@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.

In addition, as we manage our business and focusava cost effective shipment lead times for cartdiour products and implement
freight cost reduction programs, our inventory leveay increase, resulting in decreased inventamystthat could negatively impact our cash
flow. We believe inventory turns will continue tai¢tuate depending upon our ability to reduce léaés, as well as due to changes in
anticipated product demand and product mix andhtixeof ocean freight versus air freight.

Our stock price is volatile and fluctuates as a v#tsof 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 egsréstimates made by brokerage firms or industayyats relating to the
market in which we do business, including compsditpartners, suppliers or telecommunications itrgilusaders or
relating to us specifically

* changes in our executive team or speculation irpthss or the investment community about char
* the announcement of new products, product enhamisroeacquisitions by us or by our competits
® technological innovations by us or our competit:

e quarterly variations in our results of operatic

e failure of our future operating results to meeteptptions of stock market analysts or investorscivis inherently subject
to greater risk and uncertainty as expectationgase, or any financial guidance we may providdéamarket

* general market conditions or market conditions sjpeto technology industries; ar
® domestic and international macroeconomic fac!
We have experienced volatility in our stock priatich sometimes results in attempts by shareholders/olve themselves in the
governance and strategic direction of a companyeabad apart from normal interactions between s$twdders 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.
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We are required to evaluate our internal control @vfinancial reporting under Section 404 of the Saanes-Oxley Act of 2002 and any
adverse results from such evaluation could resulta loss of investor confidence in our financial perts 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 disclostismy material weaknesses in our internal cordvelr 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 assehinfuture reporting period that our internal ecohbver 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 completengsur financial reports, which would have anexge effect on our stock price.

Changes in existing financial accounting standards practices may adversely affect our results otogtions.

Changes in existing accounting rules or practines; accounting pronouncements, or varying integpiats of current accounting
pronouncements could have a significant adversetedin our results of operations or result in clesrtg our business operations in support of
such changes. Further, such changes could potegrafédct our reporting of transactions completefdoe 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 securitiesigtinie six months ended June 30, 2014.

Issuer Purchases of Equity Securities
The following table provides a month-to-month surmyr the stock purchase activity during the thmeenths ended June 30, 2014:

Total Number of Shares Approximate Dollar
Purchased as Part of Value of Shares that
Total Number of Shares Average Price Paid pet Publicly Announced May Yet be Purchased
Period Purchased(1)(2) Share(1)(2) Plan(2) Under the Plan(2)
4/1/14 to 4/30/1- 151 $ 13.0¢ — 3 —
5/1/14 to 5/31/1: 47,84: 3 12.3¢ — $ —
6/1/14 to 6/30/1: 1,532,72  (2) 1,532,38. $ —
Total 1,580,72. 1,532,38.
(1) Includes 48,342 shares repurchased in Apdlugh June 2014 to satisfy tax withholding obligas as a result of the vesting of

(2)

performance shares and restricted stock L

In September 2013, our Board of Directors ariled 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-tder offer (the “Tender Offer”)
and subsequent privately negotiated transactiorsfued the program with $150.0 million in cash 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 announte8eptember 2013. Under the terms of the ASR aggets, we paid an aggregate
$114.6 million of cash and received an initial dety of approximately 8.0 million shares in DecemP@13. The ASR contracts were
settled in June 2014, whereby we received an additil.5 million shares upon settlement. The aggee§.5 million shares ultimately
purchased under the ASR program was determined tlmesthe Company’s volume-weighted average stode ffVWAP”) less an
agreed upon discount during the term of the tratimes; which was $12.07 per share. See Note 14oté$\to Condensed Consolidated
Financial Statements for further information. IyJ2014, we announced that our Board of Direct@d Approved a new share
repurchase plan under which we may at our disergtiochase shares in the open market with an aggreglue of up to $200.0
million. We expect to execute this new authorizatiwer the next two years and to fund the sharerobases through cash on hand anc
future cash flow from operations

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* Release of Claims with Eric F. Brown, dated ApBl 2014 (which is incorporated by reference to BitHi0.1 to the Registrarst’
Quarterly Report on Form 10-Q, filed with the Comasion on May 1, 2014 (No. 000-27978)).

10.2* Polycom, Inc. 2005 Employee Stock Purchase Plaagrashded (which is incorporated herein by referéadexhibit 10.1 to the
Registrant’s Current Report on Form 8-K, filed witie Commission on June 11, 2014 (No. 000-27978)).

10.3(1)* Offer Letter with Michael Frendo, dated April 28)14.

10.4(1)* Promotion Letter with Laura J. Durr, dated Jun2@.,4.

10.5(1)* Form of Amended Change of Control Severance Agregr

10.6(1)* Polycom, Inc. Executive Severance Plan and SumiRlaty Description, as amended and restated effedtilye30, 2014

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

31.2(2) Certification of the Executive Vice President, Giecounting Officer and Chief Financial Officer iswant to Securities
Exchange Act Rules 1-14(c) and 15-14(a).

32.1(2) Certifications pursuant to 18 U.S.C. Section 1380adopted pursuant to Section 906 of the
Sarbane-Oxley Act of 2002

101.INS XBRL Instance Documert

101.SCH XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.DEF XBRL Taxonomy Extension Definition Linkbase Docum

101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

* Indicates management contract or compensatorygslamrangemen

(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: August 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
Executive Vice President, Chief Accounting Officeand Chief
Financial Officer
(Principal Financial Officer
and Principal Accounting Officer)
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EXHIBIT INDEX

Exhibit
No. Description

10.1* Release of Claims with Eric F. Brown, dated ApBl 2014 (which is incorporated by reference to BitHi0.1 to the Registrarst’
Quarterly Report on Form 10-Q, filed with the Comasion on May 1, 2014 (No. 000-27978)).

10.2* Polycom, Inc. 2005 Employee Stock Purchase Plaagrashded (which is incorporated herein by referéadexhibit 10.1 to the
Registrant’s Current Report on Form 8-K, filed witie Commission on June 11, 2014 (No. 000-27978)).

10.3(1)* Offer Letter with Michael Frendo, dated April 28)14.

10.4(1)* Promotion Letter with Laura J. Durr, dated Jun2@.,4.

10.5(1)* Form of Amended Change of Control Severance Agregr

10.6(1)* Polycom, Inc. Executive Severance Plan and SumiRlaty Description, as amended and restated effedtilye30, 2014

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

31.2(2) Certification of the Executive Vice President, Giecounting Officer and Chief Financial Officer iswant to Securities
Exchange Act Rules 1-14(c) and 15-14(a).

32.1(2) Certifications pursuant to 18 U.S.C. Section 1380adopted pursuant to Section 906 of the
Sarbane-Oxley Act of 2002

101.INS XBRL Instance Documert

101.SCH XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.DEF XBRL Taxonomy Extension Definition Linkbase Docum

101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

* Indicates management contract or compensatorygslamrangemen

(1) Filed herewith
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Exhibit 10.3

O POIyCC}m Polycom, Inc. TEL 408-586-6000 www.polycom.com

6001 America Center Drive
P.O. Box 641390
San Jose, CA 950(

4.28.14

Mr. Michael Frendo
3741 Raboli Street
Pleasanton, CA 94566

Dear Michael:

Thank you for your interest in joining Polycom. \&ee favorably impressed with your experience |skdnd proven track record. Given
requirements we have in building our company, wiete you are the ideal individual to join our teakVe are pleased to extend the follov

offer:

1.

5.

Title: Executive Vice President, Engineering, reportingéter Leav, CEO. This is an exempt professionsitipo located in San Jo:
CA.

Salary: $14,583.00 paid semi-monthly (equivalent to agjnately $350,000.00 per year)f your hire date is within five (!
business days of the end of a pay cycle you wdkiree your first paycheck at the end of the follogvipay
cycle.

Equity: You will be granted 73,052 Restricted Stock Upit$?olycom common stock (“RSU™yhich grant is subject to approval
the Compensation Committee of the Board of Dirextorhese RS\$ will vest over a 3 year period from the granedatequal annu
installments and will be subject to all of the terand conditions as set forth in your RestrictaxtiStunit Agreement. In addition, y
will be granted 73,052 Target Performance SharéS\(”) measuring Total Shareholder Return against the &p&bmposite Inde
which grant is subject to approval by the CompeaasaCommittee of the Board of Directors. These RSWill have three distin
annual performance periods over a three (3) yedpgend will be subject to the other terms andditions set forth in yot
Performance Share Agreeme

Bonus Plan:You are eligible to participate in Polycasn2014 Management Bonus Plan, which is target&®%t of your base sale
during the fiscal year. Details of the plan to d@il Depending on when you start with Polycom, wigkpect to the 2014 bonus,
will be eligible for a prorata portion of your target 2014 bonus based orr Yalycom earnings in 2014 and subject to com
performance

Benefits: Polycom provides a competitive benefits packagaltfull-time, regular employees. A summary of these benifienclosec

You hereby represent to Polycom that you are undabligation or agreement that would prevent yomfbecoming an employee of Polyc
or adversely impact your ability to perform the esfed services.

Adherence to Company rules and regulations isalsondition of employment. Polycom is an equalarpmity/affirmative action employer.




Polycom, Inc. TEL 408-586-6000 www.polycom.com
POI Com 6001 America Center Drive
y P.O. Box 641390

San Jose, CA 95002

Mr. Michael Frendo
Page 2

This offer is contingent upon the following: (19w execution of the enclosed Proprietary Infororaand Invention Agreement, which, am
other things, requires that you will not, duringuy@mployment with Polycom, improperly use or disel any proprietary information or tr:
secrets of any former employer and will not bringooPolycom premises any confidential or proprigiaformation of any former employ
unless that employer has consented to such actiomiiing; (2) your execution of the enclosed Piefary Information Obligations Checkl
concerning your obligation to protect and not briag?olycom the proprietary information of any atikempany between the date of this ¢
letter and the date you begin employment with Ratyc(3) your ability to provide the Company witretlegally required proof of your ident
and authorization to work in the United States; ff#9 satisfactory results of the background ingeston and reference checks; and
understanding of and commitment to the standardsalicies contained in the enclosed Polycom Cddgusiness Ethics and Conduct.

This letter sets forth the terms of your employmeiith us and supersedes any prior representatiorasgeements, whether written
oral. Employment with Polycom is "atil". This means that it is not for any specifierpd of time and can be terminated by the emplay
by the Company at any time, without any advanc&eatr procedures, and for any or no particulaseesor cause. It also means that Poly
reserves the right to change at any time, in its discretion and business judgment, any term adition of employment including, but r
limited to, an employee’s job duties, title, wodcation, responsibilities, reporting level, compim and benefits, as well as the Company
personnel policies and procedures. However, thewillit nature of employment with Polycom cannot be changecept by a separ:
individualized written agreement that expresslyadmvs at-will employment, and is signed by the eyeé and by Polycors’Chief Lege
Officer and by its highest level Vice Presidentofman Resources.

We look forward to your acceptance of our offerjehhwill remain open until May 5, 2014

Michael, we are very interested in having you jBiolycom. We believe that your background and kndgéewill make you an importe
addition to our team and look forward to the oppoity to work with you.

Best Regards,
/s/ Elisa Gilmartin

Elisa Gilmartin
SVP, Human Resources

Accepted by /s/ Michael Frends
Date: April 28, 2014
Start Date Date May 13, 201.

Requisition #0000BR



Exhibit 10.4

. Polycom, Inc. TEL408-586-6000 www.polycom.com
O yCOI I I 6001 America Center Drive

San Jose, CA 95002

June 5h, 2014
Ms. Laura Durr
Dear Laura,

It gives me great pleasure to inform you that yauehbeen promoted to Executive Vice President dridf&inancial Officer (CFO), effecti
May 28, 2014 (“Promotion Date”).

The following are the details of your new position:

1. Title: Chief Financial Officer and Executive Vice Presit

2. Base Salary: $18,333.33 paid senmmionthly (approximately $440,000.00 annually), lgssyroll deductions and all requil
withholdings in accordance with the Comp’s normal payroll procedure

Manager: Your manager will continue to be Peter Leav, Pexsichnd Chief Executive Office

Bonus: You will participate in the Management Bonus Plansuch other bonus plan as designated by the Qusapien Committee
the Board of Directors, at a target of 80% of yoaw base salary, effective as of your PromotiorePdtiring the remainder of i
fiscal year.

5. RSU: Effective May 28, 2014, you have been grant@&b00 Restricted Stock Units of Polycom commouoclstand 17,5C
Performance Shares by the Compensation Committdeeddoard of Directors. These shares will vesidnordance with, and will
subject to all of the other terms and conditiondaeh in, your Restricted Stock Unit Agreementiderformance Share Agreeme

6. Change of Control Severance Package: You are Hitplreceive a Polycom Change of Control Sever&greement, in such form
is customary for Polycom executive officers otheart the Chief Executive Officer and approved byBbard of Directors

Existing Executive Severance Plan Participation:G¥ange

8. Benefits: Continued eligibility to participate ifl &ompensation, retirement, and welfare benefigpams available to Polycc
executive officers

9. PIIA: The Proprietary Information and Invention Agment that you previously signed remains in ef
Once again, congratulations on your promotion, thadk you for your dedication and contribution tyom. You have brought significant
enhancements to Polycom, and | look forward to ymuntinued success at Polycom. Please send ymedsjgromotion letter to HR Solutions
Team at DL-HRSSAmericas@polycom.com .

Sincerely,
/sl Chad Herring

Chad Herring
Vice President, WW Human Resources

Accepted by /s/ Laura Duri Date:6-6-2014




Exhibit 10.5
POLYCOM, INC.
CHANGE OF CONTROL SEVERANCE AGREEMENT

This Change of Control Severance Agreement (theégigent”) is made and entered into by and betwdA&MIE] (the “Employee”)
and Polycom, Inc., a Delaware corporation (the “@any”), effective as of [DATE] (the “Effective Da)e

RECITALS

1. Itis expected that the Company from time taetimill consider the possibility of an acquisitiop &nother company or other change of
control transaction. The Board of Directors of @@mpany (the “Board”) recognizes that such consitiign can be a distraction to the
Employee and can cause the Employee to considgnative employment opportunities. The Board hasrdened that it is in the best intere
of the Company and its stockholders to assurettiea€ompany will have the continued dedication ali@ctivity of the Employee,
notwithstanding the possibility, threat or occunemf a “Change of Control” (as defined hereinjref Company.

2. The Board believes that it is in the best irderef the Company and its stockholders to prothdeEmployee with an incentive to
continue his or her employment and to motivateBhwloyee to maximize the value of the Company up@hange of Control for the benefit
of its stockholders.

3. The Board believes that it is imperative to jdevthe Employee with certain severance benefitmupe Employee’s termination of
employment following a Change of Control. Thesedii#s will provide the Employee with enhanced finah security and incentive and
encouragement to remain with the Company notwittthitey the possibility of a Change of Control.

4. Certain capitalized terms used in the Agreeraemtlefined in Section 7 below.

AGREEMENT
NOW, THEREFORE, in consideration of the mutual etaugs contained herein, the parties hereto agréslaws:

1. Term of AgreementThis Agreement shall terminate upon the datedHaitf the obligations of the parties hereto witlspect to this
Agreement have been satisfied.

2. AtWill Employment. The Company and the Employee acknowledge thaEtmgloyee’s employment is and shall continue tatbe
will, as defined under applicable law, except ay wtherwise be specifically provided under the ®ohany written formal employment
agreement between the Company and the Employe&(aployment Agreement”). If the Employee’s employmhé&erminates for any reason,
including (without limitation) any termination prido a Change of Control, the Employee shall no¢miiled to any payments, benefits,
damages, awards or compensation other than agprblly this Agreement or under his or her EmployrAgmeement.

3. Agreement to Remain with the Company for 6 Merfollowing a Change of ControEmployee agrees to remain employed with
Company (or its successor corporation) for a peoiosix (6) months following a Change of Controlass his or her employment terminates
due to Employee’s death, “Disability” (as definestdin), for “Good Reasonaé defined herein), or is terminated involuntalijythe Compan
during such six (6) month period.




4. Termination of Employmentin the event Employee’s employment with the Conypirminates for any reason governed by this
Agreement, Employee will be entitled to any: (ajpaid base salary accrued up to the effective daermination, (b) unpaid, but earned and
accrued annual incentive for any completed fisealryas of his or her termination of employmentp@y for accrued but unused vacation, (d)
benefits or compensation as provided under thest@fmany employee benefit and compensation agresmoeplans applicable to Employee,
(e) unreimbursed business expenses required teildursed to Employee, and (f) rights to indemaitficn Employee may have under the
Company’s Articles of Incorporation, Bylaws, or aegte indemnification agreement, as applicableaduition, if the termination is by the
Company other than for “Causedq defined herein), Employee terminates his oehggloyment with the Company (or any parent or slibsy
of the Company) for Good Reason or Employee digsraninates employment due to Disability, Employegy be entitled to the amounts and
benefits specified in Section 5.

5. Severance Benefits

(a) Involuntary Termination Other than for Caus&/oluntary Termination for Good Reason Followin@hange of Contral If within
[NUMBER (XX)] months following a Change of Contr@) the Employee terminates his or her employmeittt the Company (or any parent
or subsidiary of the Company) for Good Reasonipthe Company (or any parent or subsidiary of @lmenpany) terminates the Employee’s
employment for other than Cause, or (iii) the Ergpldies or terminates employment due to Disabdityl, in all cases except the Emplogee’
death, he or she signs and does not revoke a starelease of claims with the Company in a fornsoeably acceptable to the Company
within the period required by the release and irwent later than sixty (60) days following the Hoyee’s termination of employment,
inclusive of any revocation period set forth in théease of claims (collectively, the “Release DieadDate”), then the Employee shall receive
from the Company the severance payments and bedefitribed in this Section 5(a). If the releasesdmt become effective by the Release
Deadline Date, the Employee will forfeit any rightsseverance payments and benefits in SectioraB@under this Agreement. No severanc
will be paid or provided until the release becomffsctive. The Company must provide the form of release tcetim@loyee in a reasonable
period of time following termination of employmesd that the Employee has a reasonable opportunitgve the release become effective
before the Release Deadline Date.

(i) Severance PaymenThe Employee shall be entitled to receive a lisapt severance payment (less applicable
withholding taxes) equal to [PERCENT]% of the Enygle’s annual base salary (as in effect immedigaetr to (A) the Change
of Control, or (B) the Employee’s termination, whéwer is greater) plus [PERCENT]% of the Employeartget bonus for the
fiscal year in which the Change of Control or theffoyee’s termination occurs, whichever is greater.

(ii) Options; Restricted StockAll of the Employee’s then outstanding optionptochase shares of the Company’s
Common Stock (the “Options”) shall immediately vastl became exercisable. Additionally, all of thares of the Company’s
Common Stock then held by the Employee subject@ompany repurchase right (the “Restricted Stoskgll immediately vest
and the Company’s right of repurchase with respmestich shares of Restricted Stock shall lapse Opteons shall remain
exercisable following the termination for the perjarescribed in the respective option agreements.

(iif) Performance SharesThe Employee will vest in one hundred percentfapof the performance shares subject to his c
her performance share awards, if any, and the patyafiesuch vested performance shares shall be amdeon as practicable
following the date of termination in accordancehatie provisions of the applicable performanceelaavard, except as otherwise
provided herein. For this purpose, if the Chang€aftrol occurs during the performance period ajajlie to a performance share
award, the “performance shares subject to his opédormance share awards” shall be deemed tmédiondred percent
(100%) of the Target Number of Performance Shaxesét forth in the applicable performance shagr@wNotwithstanding an
provision in this Agreement or the applicable perfance share award to the contrary and to the esdgnired to avoid
imposition of any additional tax or income recognitunder Section 409A of the Internal Revenue GufdE986, as amended (the
“Code"), prior to actual payment to the Employées performance shares for which the vesting woatchave otherwise been
accelerated under the terms of the applicable pagnce share award shall be paid at the same titira@s as if such
performance shares had vested in accordance weithetsting schedule and provisions set forth iraihidicable performance share
award.

(iv) Other Awards With respect to outstanding awards issued uddeCbmpany’s stock plans other than award types
addressed in Sections 5(a)(ii) and (iii) above,BEhgployee will immediately vest in and have théntitp exercise such awards, all
restrictions will lapse, and all performance gaalether vesting criteria will be deemed achievethgyet levels and all other
terms and conditions met. Such awards will be paidtherwise settled as soon as administrativedgtirable following the date
of termination or, if later, the date of exercisi®twithstanding the foregoing, to the extent regdito avoid imposition of any
additional tax or income recognition under Sectl@8A of the Code, such awards shall be paid oleskttt the same time or times
that the awards otherwise would have been paiéttled in the absence of this Section 5(a)(iv).
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(v) Additional Cash PaymeniThe Employee shall be entitled to receive antamidil lump-sum severance payment (less
applicable withholding taxes) equal to the restifAg times (B). For this purpose, “A” will equa, and “B” will equal the
amount of the monthly premium that would be reciifi@ the first month of coverage under the Comaitd Omnibus Budget
Reconciliation Act of 1985, as amended and alliapple regulations (referred to collectively as ‘BRA”), with the premium
calculated on the assumption that the Employeadhdlects coverage for himself or herself, andeigyble spouse and/or
dependents of the Employee that were enrolleddratiplicable Company health plan immediately pioahe Change of
Control. However, the Employee will be eligible this taxable payment without regard to whetheohshe actually elects
COBRA continuation coverage.

(b) Timing of Severance Payment$ the release agreement required by Sectiontiepmes effective by the Release Deadline
Date, severance payments and benefits under thieseAwent will be paid in a lump sum payment (lessaoplicable withholding taxes)
on the first business day after the Release Dea@late, but in no event later than March 15th efdhlendar year immediately followi
the calendar year of the Employee’s terminatioaroployment, except as required by Section 5(fthéfEmployee should die before all
amounts have been paid, such unpaid amounts ghpHild in a lump sum payment (less any applicalitewlding taxes) to the
Employee’s designated beneficiary, if living, ohetwise to the personal representative of the Eyeigls estate, as described in Sectior
5(f) below.

(c) Voluntary Resignation; Termination for Causethe Employee’s employment with the Companyrieates (i) voluntarily by
the Employee other than for Good Reason or dudagatiity or (ii) for Cause by the Company, thee tBmployee shall not be entitled
to receive severance or other benefits excephfusd (if any) as may then be established undeCdimepany’s then existing severance
and benefits plans and practices or pursuant tr athitten agreements with the Company, includimighout limitation, any
Employment Agreement.

(d) Termination Apart from Change of Contrdh the event the Employee’s employment is terteiddor any reason, either prior
to the occurrence of a Change of Control or aftefNUMBER (XX)]-month period following a Change @bntrol, then the Employee
shall be entitled to receive severance and any tibrgefits only as may then be established un@e€timpany’s existing written
severance and benefits plans and practices orgnirtm other written agreements with the Compamgtuding, without limitation, any
Employment Agreement.

(e) Exclusive Remedyln the event of a termination of Employee’s enypdent within [NUMBER (XX)] months following a
Change of Control, the provisions of this Secticar® intended to be and are exclusive and in ffeang other rights or remedies to
which the Employee or the Company may otherwiserti#led, whether at law, tort or contract, in éguor under this Agreement. The
Employee shall be entitled to no benefits, compémsar other payments or rights upon terminatiberaployment following a Change
in Control other than those benefits expresslyfah in this Section 5.

(f) Section 409A

(i) Six-Month Delay. Notwithstanding anything to the contrary in tAigreement, no Deferred Compensation Separation
Benefits (as defined below) payable under this Agrent will be considered due or payable until thgplbyee has incurred a
“separation from service” within the meaning of @t 409A of the Internal Revenue Code of 1986rmagnded and the final
regulations and any guidance promulgated thereupagether, “Section 409A”). In addition, if therployee is a “specified
employee” within the meaning of Section 409A attihee of the Employee’s separation from servicb€othan due to death),
then the severance benefits payable to the Emplayeer this Agreement, if any, and any other sewagpayments or separation
benefits that may be considered deferred compemsatider Section 409A (together, the “Deferred Censpation Separation
Benefits”) otherwise due to the Employee on or imitihe six (6) month period following the Employs&eparation from service
will accrue during such six (6) month period andl scome payable in a lump sum payment (less apliGble withholding
taxes) on the date six (6) months and one (1) diégwing the date of the Employee’s separation figarvice. All subsequent
payments, if any, will be payable in accordancéntlie payment schedule applicable to each paymdygrefit. In no event will
the Employee have discretion to determine the taxgdar of payment of any Deferred Compensatiora&dipn Benefits.
Notwithstanding anything herein to the contrarythé# Employee dies following his or her separafiom service but prior to the
six (6) month anniversary of his or her date ofssapon, then any payments delayed in accordanitethis paragraph will be
payable in a lump sum (less any applicable withingldaxes) to the Employeekstate as soon as administratively practicalde
the date of the Employee’s death and all other PefleCompensation Separation Benefits will be pkeyabaccordance with the
payment schedule applicable to each payment oifibene

(i) Amendments to this Agreement to Comply wittc®en 409A. This provision is intended to comply with the
requirements of Section 409A so that none of tersemce payments and benefits to be provided hdezuwmill be subject to the
additional tax imposed under Section 409A, andamnpiguities herein will be interpreted to so comgch payment and benefit
payable under this Agreement is intended to caristi separate payment under Section 1.409A-2(bj@)e Treasury
Regulations. The Company and the Employee agre®ito together in good faith to consider amendmémthis Agreement and
to take such reasonable actions, which are negesgropriate or desirable to avoid impositioran§ additional tax or income
recognition prior to actual payment to the Employader
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Section 409A. In no event will the Company reimleuttse Employee for any taxes that may be imposdti@i&Employee as result
of Section 409A.

6. Limitation on Paymentsin the event that the severance and other ben@fitvided for in this Agreement or otherwise pdgab the

Employee (a) constitute “parachute payments” withemeaning of Section 280G of the Internal Reedbade of 1986, as amended (the
“Code”) and (b) but for this Section 6, would bégct to the excise tax imposed by Section 493 ®fCode, then the Employee’s severance
benefits under Section 5(a) or other benefits dfmkither:

(i) delivered in full, or

(ii) delivered as to such lesser extent which waekllt in no portion of such severance benefilsgisubject to excise tax
under Section 4999 of the Code,

whichever of the foregoing amounts, taking intocast the applicable federal, state and local inctames and the excise tax imposed by
Section 4999, results in the receipt by the Emaye an after-tax basis, of the greatest amousgwérance benefits, notwithstanding that all
or some portion of such severance benefits and b#meefits may be taxable under Section 4999 oCihe.

In the event of a reduction in accordance with i®adi(ii), the reduction will occur, with respectsuch severance and other benefits
considered “parachute payments” within the meaningection 280G of the Code, in the following order

First, stock options or stock appreciation righisttmeet all of the following: (i) the grant of whiis treated as “contingent” (see
definition below in this Section 6) under Secti@®0& of the Code, (ii) are assumed or substitutethbysurviving corporation or its
parent, and (iii) ar“underwate” or “at-the-money’ (see definitions below in this Section

Second, stock options or stock appreciation rigdas meet all of the following: (i) the grant of igh is not treated as “contingent”
under Section 280G of the Code, (ii) acceleratéivgsinder Section 5(a) above or otherwise, (ii@ assumed or substituted by the
surviving corporation or its parent, and (iv) “underwate” or “al-the-money’;

Third, stock options or stock appreciation riglitsttmeet all of the following: (i) the grant of whiis treated as “contingent” under
Section 280G of the Code, (ii) are assumed or gutesd by the surviving corporation or its pareamtd (i) are “in-the-money” (see
definition below in this Section 6

Fourth, restricted stock, restricted stock uniesfgrmance shares or other outstanding equity av@ttier than stock options or stock
appreciation rights) that meet all of the followirfg) the grant of which is treated as “contingentider Section 280G of the Code and
(ii) either are assumed or substituted by the singicorporation or its parent or “cashed-ow2€ definition below in this Section 6
connection with the Change of Contr

Fifth, stock options or stock appreciation righitattmeet all of the following: (i) the grant of whiis treated as “contingent” under
Section 280G of the Code and (ii) ¢ cashe-out” in connection with the Change of Contt

Sixth, cash severance, bonus, retention and oiindaspay (including such cash severance pay pievipursuant to Sections 5(a)(i)
and 5(a)(v) above) that are treate¢“contingen” under Section 280G of the Co

Seventh, stock options or stock appreciation riieis meet all of the following: (i) the grant ohigh is not treated as “contingent”
under Section 280G of the Code, (ii) acceleratéivgsinder Section 5(a) above or otherwise, (ii® assumed or substituted by the
surviving corporation or its parent, and (iv) “in-the-money’;

Eighth, stock options or stock appreciation rightst meet all of the following: (i) the grant of igh is not treated as “contingent”
under Section 280G of the Code, (ii) acceleratéimgsinder Section 5(a) above or otherwise, (ii@ ‘@ashed-out” in connection with
the Change of Control, and (iv) &“in-the-money’;

Ninth, restricted stock, restricted stock unitgf@enance shares or other outstanding equity aw@ttier than stock options or stc
appreciation rights) that meet all of the followirfg) the grant of which is not treated as “coneng under Section 280G of the Code,
(i) accelerate vesting under Section 5(a) abowvetloerwise, and (iii) either are assumed or sulistit by the surviving corporation or
its parent 0 cashe-ouf” in connection with the Change of Contr

Tenth, the acceleration in the timing of any “vesteayment in cash or in kind. For this purpospagment will be considered
“vested” if the payment is vested at the time thgrpent acceleration occurs and any vesting of dyengnt that has occurred is not
considered "contingent" under Section 280G of thdeg

Eleventh, Company-paid coverage under the long-thsability and life insurance plans and any ota@able benefits provided or
paid for by the Company; at

Twelfth, Company-paid coverage under the healthtaleand vision plans and any other tax-free hiespfovided or paid for by the
Company.

For purposes of this Section 6, the following rule apply:




In the first and second categories above, if teeemultiple grants of stock options or stock apjation rights, the most “underwater”
award will be reduced first with each subsequedticion applying to the next mc*underwate” award,;

In the third and seventh categories above, if theeemultiple grants of stock options or stock apfation rights, the least “in-the-
money’ award will be reduced first with each subsequeaiticdon applying to the next mc*in-the-money’ award,;

In the fourth, fifth, eighth, and ninth categoridghere are multiple grants of stock optionscktappreciation rights, restricted stock,
restricted stock units, performance shares or @beity awards, each grant within each categorlybeilreduced on a pro-rata basis;
and

In the sixth and tenth categories, if there aretiplaltypes of cash or in-kind payments, each payméthin each category will be
reduced on a p-rata basis

For clarification purposes, these rules do not geahe order described above but rather providerorgl rules that apply within each category

in the

event of multiple equity grants or payments.

For purposes of this Section 6, the following texmsd herein will mean:

Whether an equity award will be treated as “corgmtjwill be determined in accordance with Treas@ggulation Section 1.280G-1
A-22.

An equity award will be “cashed-out” in connectiaith a Change of Control if the award is cancelégr payment to the Employee
of an amount in cash or cash equivalents equal)tthe fair market value of the shares of Companyn@on Stock subject to the
equity award at the time of the Change of Contasldetermined in accordance with the applicabléyegward agreement) minus (B)
the exercise or purchase price, if any, of theeshaf Company Common Stock subject to the equigrdwt the time of the Change
Control.

A stock option or stock appreciation right will bensidered “underwater” if: (A) the award accelesatr is valued for purposes of
Section 280G on the date of the Change of Contrdlthe per share exercise price of the award &tgrehan the per share
consideration provided to holders of shares of CamygCommon Stock pursuant to the Change of CordrdB) the award
accelerates or is valued for purposes of Secti@G28 the Code on any date after the Change ofrGloanmd the per share exercise
price of the award, as adjusted pursuant to thex@af Control, is greater than the fair marketieadf a share of common stock with
respect to which the award may be exerci

A stock option or stock appreciation right will bensidered “at-the-money” if: (A) the award accaetes or is valued for purposes of
Section 280G on the date of the Change of Contrdlthe per share exercise price of the award ialéquhe per share consideration
provided to holders of shares of Company CommogkSparsuant to the Change of Control, or (B) thamlaccelerates or is valued
for purposes of Section 280G of the Code on ang dfier the Change of Control and the per shareiseeprice of the award, as
adjusted pursuant to the Change of Control, islgquae fair market value of a share of commorlstwith respect to which the
award may be exercise

A stock option or stock appreciation right will bensidered “in-the-money” if: (A) the award accaltes or is valued for purposes of
Section 280G on the date of the Change of Contrdblthe per share exercise price of the award ssthem the per share consideration
provided to holders of shares of Company Commonk3porsuant to the Change of Control, or (B) thamdsaccelerates or is valued
for purposes of Section 280G of the Code on ang dfier the Change of Control and the per shaneiseeprice of the award, as
adjusted pursuant to the Change of Control, istless the fair market value of a share of commonlkstith respect to which the
award may be exercise

Unless the Company and the Employee otherwise agregting, any determination required under t8ection 6 shall be made
writing by a nationally recognized accounting olueaion firm selected by the Company (the “Accomt$d), whose determination shall
be conclusive and binding upon the Employee andttrapany for all purposes. For purposes of mattiegcalculations required by
this Section6, the Accountants may make reasorgdsiemptions and approximations concerning appkcasies and may rely on
reasonable, good faith interpretations concerrtiegaipplication of Sections 280G and 4999 of theeCdthe Company and the
Employee shall furnish to the Accountants suchrimfition and documents as the Accountants may raborequest in order to mak
determination under this Section 6. The Compamyl $lear all costs the Accountants may reasonalglyriin connection with any
calculations contemplated by this Section 6.

7. Definition of Terms The following terms referred to in this Agreemshall have the following meanings:

(a) Cause “Cause” shall mean (i) an act of personal diskpntaken by the Employee in connection with hiser
responsibilities as an employee and intended wdtressubstantial personal enrichment of the Emeé (i) Employee being convicted
of a felony, (iii) a willful act by the Employee wdh constitutes gross misconduct and which is iojus to the Company, or
(iv) following delivery to the Employee of a writtelemand for performance from the Company whicleriess the basis for the
Company’s reasonable belief that the Employee basubstantially performed his or her duties, caungd
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violations by the Employee of the Employee’s oldiigas to the Company which are demonstrably wilfotl deliberate on the
Employee’s part.

(b) Change of Contral“Change of Control” means the occurrence of d@the following:

(i) Any “person” (as such term is used in Secti®@B&d) and 14(d) of the Securities Exchange Act3#4l as amended)
becomes the “beneficial owner” (as defined in RuBe—3 under said Act), directly or indirectly, @fcsirities of the Company
representing fifty percent (50%) or more of thateting power represented by the Compartiien outstanding voting securiti
or

(i) Any action or event occurring within a two—yegazeriod, as a result of which fewer than a majasitthe directors are
Incumbent Directors. “Incumbent Directorsfiall mean directors who either (A) are directdrthe Company as of the date her
or (B) are elected, or nominated for electionh® Board with the affirmative votes of at leasta@arty of the Incumbent
Directors at the time of such election or nomimafjbut shall not include an individual whose elegtor nomination is in
connection with an actual or threatened proxy cirrating to the election of directors to the @amy); or

(iif) The consummation of a merger or consolidatidithe Company with any other corporation, otlramta merger or
consolidation which would result in the voting seties of the Company outstanding immediately ptiw@reto continuing to
represent (either by remaining outstanding or bgdpeonverted into voting securities of the sumiyientity) at least sixty percent
(60%) of the total voting power represented bywbing securities of the Company or such survivengjty outstanding
immediately after such merger or consolidation; or

(iv) The consummation of the sale, lease or otisrasition by the Company of all or substantialljtike Company’s
assets.

(c) Disability. “Disability” shall mean that the Employee has been unable torpehis or her Company duties as the result o
or her incapacity due to physical or mental illness such inability, at least twenty-six (26) weeliter its commencement, is
determined to be total and permanent by a physigtected by the Company or its insurers and aabépto the Employee or the
Employee’s legal representative (such determinai®to acceptability not to be unreasonably wittth&lermination resulting from
Disability may only be effected after at least#i{30) days’ written notice by the Company ofiitention to terminate the Employee’s
employment. In the event that the Employee resuhmperformance of substantially all of his or teties hereunder before the
termination of his or her employment becomes effecthe notice of intent to terminate shall auttivcaly be deemed to have been
revoked.

(d) Good Reason“Good Reason” means without the Employee’s expvaitten consent (i) a material reduction of the
Employee’s duties, title, authority or responsttsk, relative to the Employee’s duties, title hamity or responsibilities as in effect
immediately prior to such reduction, or the assigntrto Employee of such reduced duties, title, @aithor responsibilities; provided
however, that a reduction in duties, title, authority esponsibilities solely by virtue of the Companyrigeaicquired and made part of a
larger entity (as, for example, when the SenioreMiresident of a business unit of the Company msras such following a Change of
Control) shall not by itself constitute grounds &fVoluntary Termination for Good Reason”; (iisabstantial reduction of the facilities
and perquisites (including office space and locgtavailable to the Employee immediately prior tigts reduction; (iii) a reduction by
the Company in the base compensation or targetahimonus opportunity of the Employee as in effewniediately prior to such
reduction; (iv) a material reduction by the Compéanthe kind or level of benefits to which the Eimye was entitled immediately prior
to such reduction with the result that such Empédyeverall benefits package is significantly regllicor (v) the relocation of the
Employee to a facility or a location more thantthiiive (35) miles from such Employee’s then prddenation.

8. Successors

(a) The Comparig SuccessorsAny successor to the Company (whether direchdiréct and whether by purchase, merger,
consolidation, liquidation or otherwise) to allsarbstantially all of the Company’s business andgsets shall assume the obligations
under this Agreement and agree expressly to perfieenobligations under this Agreement in the saraamer and to the same extent as
the Company would be required to perform such altiligps in the absence of a succession. For allgsegunder this Agreement, the
term “Company” shall include any successor to tben@any’s business and/or assets which executededivérs an agreement pursuant
to a purchase, merger, consolidation, liquidationtberwise as described in this Section 8(a) dclwbecomes bound by the terms of
this Agreement by operation of law.

(b) The Employee SuccessorsThe terms of this Agreement and all rights of Bmeployee hereunder shall inure to the benefit
of, and be enforceable by, the Employee’s personkggal representatives, executors, administrasascessors, heirs, distributees,
devisees and legatees.




9. Notice.

(a) General All notices and other communications requiregp@mitted hereunder shall be in writing, shall ffeaive when
given, and shall in any event be deemed to be gipem receipt or, if earlier, (i) five (5) dayseafdeposit with the U.S. Postal Servici
other applicable postal service, if delivered bigtfclass mail, postage prepaid, (i) upon deliydrglelivered by hand, (iii) one
(1) business day after the business day of depitsitFederal Express or similar overnight courfegight prepaid or (iv) one (1) busini
day after the business day of facsimile transmigsfalelivered by facsimile transmission with cdpyfirst class mail, postage prepaid,
and shall be addressed (A) if to Employee, at hiseo last known residential address and (B) thCompany, at the address of its
principal corporate offices (attention: Secretaoy)in any such case at such other address asyanpay designate by ten (10) days’
advance written notice to the other party purst@attie provisions above.

(b) Notice of Termination Any termination by the Company for Cause or kg Bmployee for Good Reason or due to Disability
or as a result of any voluntary resignation shalcbmmunicated by a notice of termination to thepparty hereto given in accordance
with this Section 9(b) of this Agreement. Such oethall indicate the specific termination prowisin this Agreement relied upon, shall
set forth in reasonable detail the facts and cistances claimed to provide a basis for terminaiiwther the provision so indicated, and
shall specify the termination date (which shalhio¢ more than thirty (30) days after the givingsath notice). The failure by the
Employee to include in the notice any fact or ainstance which contributes to a showing of Good Beras Disability shall not waive
any right of the Employee hereunder or precludegimployee from asserting such fact or circumstam@aforcing his or her rights
hereunder.

10. Miscellaneous Provisions

(a) No Duty to Mitigate The Employee shall not be required to mitigateaimount of any payment contemplated by this
Agreement, nor shall any such payment be reducethipyearnings that the Employee may receive froyodéimer source.

(b) Waiver. No provision of this Agreement shall be modifiediived or discharged unless the modification, wain discharge
is agreed to in writing and signed by the Emplogee by an authorized officer of the Company (othan the Employee). No waiver by
either party of any breach of, or of compliancehwény condition or provision of this Agreementtbg other party shall be considered &
waiver of any other condition or provision or oéteame condition or provision at another time.

(c) Headings All captions and section headings used in thiss&gent are for convenient reference only and ddonm a part ¢
this Agreement.

(d) Entire AgreementThis Agreement, together with any equity awarceament, constitutes the entire agreement of thtepa
hereto and supersedes in their entirety all pepresentations, understandings, undertakings eeaggnts (whether oral or written and
whether expressed or implied) of the parties wédpect to the subject matter hereof. With resmeetjuity awards granted on or after
date hereof, the acceleration of vesting providerin will apply to such awards except to the eixt¢herwise explicitly provided in the
applicable equity award agreement.

(e) Choice of Law The validity, interpretation, construction andfpemance of this Agreement shall be governed layldiws of
the State of California. The Superior Court of Sa@itara County and/or the United States Distriaii€for the Northern District of
California shall have exclusive jurisdiction andhue over all controversies in connection with #higeement.

() Severability. The invalidity or unenforceability of any prowasi or provisions of this Agreement shall not affénet validity or
enforceability of any other provision hereof, whatall remain in full force and effect.

(g) Withholding. All payments made pursuant to this Agreement lélsubject to withholding of applicable income and
employment taxes.

(h) Counterparts This Agreement may be executed in counterpaatsh ef which shall be deemed an original, but BWlich
together will constitute one and the same instrumen




IN WITNESS WHEREOF, each of the parties has exettitis Agreement, in the case of the Company bglitg authorized officer, as of the
day and year set forth below.

COMPANY POLYCOM, INC.

By:

[NAME]
Title:
Date:

EMPLOYEE By:

[NAME]
Title:
Date:




Exhibit 10.6

POLYCOM, INC. EXECUTIVE SEVERANCE PLAN
AND SUMMARY PLAN DESCRIPTION

(Amendment and Restatement Effective as of July 3@2014)

1. Introduction. The purpose of this Polycom, Inc. Executive Sanee Plan (the Plan”) is to provide assurances of
specified severance benefits to eligible employddése Company whose employment is subject to beimgluntarily terminated other than for
death, Disability, or Cause or voluntarily termigcfor Good Reason under the circumstances deddrilibe Plan. This Plan is arefnployee
welfare benefit plan,” as defined in Section 3(1) of the Employee Reatigat Income Security Act of 1974, as amended. db@iment
constitutes both the written instrument under whiah Plan is maintained and the summary plan desgamifor the Plan.

2. Important Terms. The following words and phrases, when the inlggter of the term is capitalized, shall have the
meanings set forth below, unless a different megisirplainly required by the context:

2.1 “Administrator” means the Compensation Committee of the Boardathanduly constituted committee of
members of the Board, or any person to whom theiAdtnator has delegated any authority or respadlitgipursuant to Section 11, but only
the extent of such delegation.

2.2 “Base Pay”’means a Covered Employee’s regular straight-timeyal salary as in effect during the last
regularly scheduled payroll period immediately aiag the date on which an Involuntary Terminatieours. Base Pay does not include
payments for overtime, shift premium, incentive pamsation, incentive payments, bonuses, commissioother compensation.

2.3 “Board” means the Board of Directors of the Company.

2.4 “Cause” means (i) the Covered Employee’s willful and conéd failure to perform the duties and
responsibilities of his or her position after thees been delivered to the Covered Employee aanritemand for performance from the
Administrator or the Company’s Chief Executive ©éi that describes the basis for the AdministrataChief Executive Officer’s belief that
the Covered Employee has not substantially perfdriig or her duties and the Covered Employee hesarcected such failure within thirty
(30) days of such written demand; (ii) any act efgonal dishonesty taken by the Covered Employeernnection with his or her
responsibilities as an employee of the Company thighintention or reasonable expectation that stion may result in the substantial
personal enrichment of the Covered Employee;ttig) Covered Employee’s conviction of, or plea dbraontendere to, a felony or
misdemeanor that the Administrator reasonably betidnas had or will have a material detrimentaafbn the Company’s reputation or
business; (iv) a material violation by the Coveladployee of any written Company employment policgtandard of conduct; (v) the Cove
Employee being found liable in any Securities ardifange Commission or other civil or criminal sétes law action or entering any cease
and desist order with respect to such action (tBgss of whether or not the Covered Employee adonitienies liability); (vi) the Covered
Employee (A) obstructing or impeding; (B) endeamgrio obstruct, impede or improperly influence(®©y failing to materially cooperate with,
any investigation authorized by the Board or anyegomental or self-regulatory entity (amrfvestigation”); however, the Covered
Employee’s failure to waive attorney-client priygkerelating to communications with the Covered Epeé’s own attorney in connection with
an Investigation will not constitute “Cause”; oiifthe Covered Employee’s disqualification or bgrany governmental or self-regulatory
authority from serving in the capacity contemplabgchis or her position or the Covered Employee&slof any governmental or self-
regulatory license that is reasonably necessarthébCovered Employee to perform his or her respdities to the Company, if (A) the
disqualification, bar or loss continues for morarthhirty (30) days, and (B) during that period @@mpany uses its good faith efforts to cause
the disqualification or bar to be lifted or thedlitse replaced.

25 “Change of Control” means the occurrence of any of the following:
0] Any “ person” (as such term is used in Sections 13(d) and 1df(the Securities Exchange Act of
1934, as amended) becomes the “beneficial ownerti¢fined in Rule 13d-3 under said Act), directlyndlirectly, of securities of the
Company representing fifty percent (50%) or moréheftotal voting power represented by the Compathen outstanding voting securities
(i) Any action or event occurring within a two—ygzeriod, as a result of which fewer than a mayjauit
the directors are Incumbent Directordntumbent Directors ” shall mean directors who either (A) are directofshe Company as of the date
hereof, or (B) are elected, or nominated for etetctto the Board with the affirmative votes ofeddt a majority of the
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Incumbent Directors at the time of such election@mination (but shall not include an individualagle election or nomination is in connec
with an actual or threatened proxy contest relatinthe election of directors to the Company); or

(iii) The consummation of a merger or consolidatidthe Company with any other corporation, other
than a merger or consolidation which would resulihie voting securities of the Company outstandimgediately prior thereto continuing to
represent (either by remaining outstanding or bigdeonverted into voting securities of the sumiyientity) at least sixty percent (60%) of the
total voting power represented by the voting s¢iasriof the Company or such surviving entity outding immediately after such merger or
consolidation; or

(iv) The consummation of the sale, lease or otimrasition by the Company of all or substantiallytize
Company’s assets.
2.6 “Company” means Polycom, Inc., a Delaware corporation.
2.7 “Covered Employe€’ means an employee of the Company or of any panestibsidiary of the Company who

has been designated by the Administrator to pp#teiin the Plan as shown on Appendix &or this purpose, each employee of the Compan
who becomes a Section 16 Officer on or after tHedti’e Date shall be deemed to have been desigjbgtéhe Administrator to participate in
the Plan as of the date he or she becomes a Sé&iOfficer, unless otherwise specifically deterauirin advance by the Administrator.

2.8 “Disability ” means total and permanent disability as defime8dction 22(e)(3) of the Internal Revenue Code
of 1986, as amended (th&€bde™”).

2.9 “ Effective Date” means initially February 3, 2010, as amendedrasthted as of January 31, 2013, Decembe
2, 2013, and July 30, 2014.

2.10 “ERISA " means the Employee Retirement Income Securityohd974, as amended.

2.11 “Good Reasor’ means the Covered Employee’s termination of emplent within thirty (30) days following
the end of the Cure Period (as defined below)rasalt of the occurrence of any of the followinghiut his or her written consent: (i) a
material diminution by the Company in the Coveredpioyee’s Base Pay as in effect immediately piosuch reduction; provided, however,
that, a reduction of Base Pay that (combined witpraor reductions) totals twenty percent (20%)ess and also applies to substantially all
other senior executives of the Company will notstitnte “Good Reason”; or (ii) the relocation oétG@overed Employee’s principal work
location to a facility or a location more than thifive (35) miles from his or her prior locatioprovided, however, that the Covered Employee
must provide written notice to the Administratortibé condition that could constitute a “Good Reasmrent within sixty (60) days of the init
existence of such condition and such condition masthave been remedied by the Company withinytti8®) days (the Cure Period”) of
such written notice. Notwithstanding the foregoinghis Section 2.11, with respect only to the @@d Employee who held the position of
Chief Executive Officer of the Company as of Decem23, 2013 (the CEO "), “Good Reason” will have the meaning as settfant Section
12 of the offer letter entered into between the Gany and the CEO dated November 20, 2013, as maynkaded from time to time.

2.12 “Involuntary Termination " means a termination of employment of a CoveregBgee under the
circumstances described in Section 4.1.

2.13 “Plan” means the Polycom, Inc. Executive Severance Riaset forth in this document, and as hereafter
amended from time to time.

2.14 “Section 16 Officer” means an employee of the Company who has beégndésd by the Board, at its
discretion and consistent with applicable law, @& subject to the reporting requirements of $acti6 of the Securities Exchange Act of
1934, as amended.

2.15 “Severance Benefits means the compensation and other benefits tleaCtvered Employee will be
provided in the circumstances described in Seetion

2.16 “Target Bonus” means, the Covered Employee’s target bonus p&rgerunder the applicable Company
bonus plan as in effect for the fiscal year prattte fiscal year in which the Covered Employealuntary Termination occurs, times the
Covered Employee’s Base Pay.




3. Eligibility for Severance Benefits. An individual is eligible for Severance Benefitsder the Plan, in the amount set f
in Section 4 only if he or she is a Covered Empéoge the date he or she experiences an Involuinmination.

4, Severance Benefits

4.1 Involuntary Termination . If (i) a Covered Employee terminates his orémployment with the Company (or
any parent or subsidiary of the Company) for Goeddg®n, or (ii) the Company (or any parent or sudsicdf the Company) terminates the
Covered Employee’s employment for a reason othaar (k) Cause or (y) the Covered Employee’s deafisability, then, subject to the
Covered Employee’s compliance with Section 6, tbgeCed Employee shall receive the following SeveeaBenefits from the Company:

41.1 Cash Severance Benefits The Covered Employee shall be entitled to a lsonp payment in cash
equal to one hundred percent (100%) of the sun) ti¢ Covered Employee’s Base Pay, and (ii) theeted Employee’s Target
Bonus. Notwithstanding any contrary provisiontwf preceding sentence, with respect to the CEQ trylump sum payment instead shall
equal one hundred fifty percent (150%) of the sdinte Covered Employee’s Base Pay and Target Bonus.

41.2 Medical Benefits. The Covered Employee will receive a lump sunhqasyment in an aggregate
amount equal to the Covered Employee’s applicatdenjum cost for continued Company group health cagye pursuant to the Consolidated
Omnibus Budget Reconciliation Act of 1986, as aneeh{i COBRA ") based on the Covered Employee’s elections véfipect to health
coverage immediately prior to the Covered Employéefmination of employment with the Company (whachount will be based on the
premium for the first month of COBRA coverage) éoperiod of twelve (12) months (or, with respecthi® CEO only, eighteen (18) months),
which lump sum payment will be made regardlessluétiver the Covered Employee elects COBRA continoatoverage.

4.1.3 Outplacement Assistance The Covered Employee shall be entitled to ttaorsl outplacement
benefits in accordance with the then-existing pedi@and guidelines of the Company.

41.4 Equity Awards . With respect to the CEO only, all of the CoveEadployee’s theroutstanding
and unvested equity awards covering shares of tmep@ny’s common stock Shares”) that are scheduled to vest solely based on coad
employment with the Company (for the avoidanceaflit, excluding any themutstanding and unvested equity awards coveringeShhat
remain subject to the achievement of any performauals), will accelerate vesting as if the Covdtathbloyee had remained employed with
the Company through the date eighteen (18) mowllmifing the date of the Covered Employee’s termiaraof employment with the
Company. The equity awards will remain subjedlt@ther terms and conditions set forth in theli@pple equity plan and award agreemet
under which the equity awards were granted.

5. Limitation on Payments.

5.1 Limitation . Inthe event that the severance and other kenefivided for in the Plan or otherwise payable to
the Covered Employee (i) constitut@drachute payments’ within the meaning of Section 280G of the Codd &) but for this Section 5,
would be subject to the excise tax imposed by 8eetb99 of the Code, then the Covered Emplay&everance Benefits or other benefits ¢
be either:

(a) delivered in full, or

(b) delivered as to such lesser extent which woesdilt in no portion of such severance benefitadgsubject to
excise tax under Section 4999 of the Code, whichef/the foregoing amounts, taking into accountapplicable federal, state and
local income taxes and the excise tax imposed btid®e4999, results in the receipt by the Coveratplbyee on an afteax basis, o
the greatest amount of Severance Benefits, notigitkdéng that all or some portion of such Severderefits and other benefits may
be taxable under Section 4999 of the Code.

51.1 Reduction Order . In the event of a reduction in accordance wiht®n 5.1, the reduction will
occur, with respect to such Severance Benefito#metr benefits considered parachute payments witieirmeaning of Section 280G of the
Code, in the following order:

. First, stock options or stock appreciation righisttmeet all of the following: (i) the grant of whiis
treated as contingent (see definition in Secti@ib&low) under Section 280G of the Code, (ii) asumed or substituted by the
surviving corporation or its parent, and (iii) anederwater or at-the-money (see definitions in iBad.3 below);
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° Second, stock options or stock appreciation righdas meet all of the following: (i) the grant of igh
is not treated as contingent under Section 280BeoCode, (ii) accelerate vesting, (iii) are asstimesubstituted by the surviving
corporation or its parent, and (iv) are underwateait-the-money;

° Third, stock options or stock appreciation rigtitattmeet all of the following: (i) the grant of whiis
treated as contingent under Section 280G of thee(C(@ijl are assumed or substituted by the survigimigporation or its parent, and
(i) are in-the-money (see definition in Sectio below);

. Fourth, restricted stock, restricted stock uniesfgrmance shares or other outstanding equity award
(other than stock options or stock appreciatiohtdythat meet all of the following: (i) the graftwhich is treated as contingent ur
Section 280G of the Code and (ii) either are assuoneubstituted by the surviving corporation srptirent or cashed-out (see
definition in Section 5.3 below) in connection wahChange of Control;

. Fifth, stock options or stock appreciation riglitattmeet all of the following: (i) the grant of whiis
treated as contingent under Section 280G of thee@od (ii) are cashed-out in connection with a @eaof Control;

. Sixth, cash severance, bonus, retention and oiindaspay (including such cash severance pay
provided pursuant to Section 4.1.1 and 4.1.2 abtha)are treated as contingent under Section 280 Code;

. Seventh, stock options or stock appreciation rigfeis meet all of the following: (i) the grant ofhigh
is not treated as contingent under Section 280BeoCode, (ii) accelerate vesting, (iii) are asstimesubstituted by the surviving
corporation or its parent, and (iv) are in-the-mgne

° Eighth, stock options or stock appreciation rightst meet all of the following: (i) the grant of igh
is not treated as contingent under Section 280BeoCode, (ii) accelerate vesting, (iii) are casbetlin connection with a Change of
Control, and (iv) are in-the-money;

° Ninth, restricted stock, restricted stock unitgf@enance shares or other outstanding equity awards
(other than stock options or stock appreciatiohtdyythat meet all of the following: (i) the graftwhich is not treated as contingent
under Section 280G of the Code, (ii) acceleratéivgsand (iii) either are assumed or substitutedhe surviving corporation or its
parent or cashed-out in connection with a Changeouitrol;

. Tenth, the acceleration in the timing of any vegiagment in cash or in kind. For this purpose, a
payment will be consideredvested” if the payment is vested at the time the paynaeaeleration occurs and any vesting of the
payment that has occurred is not considered caostingnder Section 280G of the Code;

. Eleventh, Company-paid coverage under the long-tBsability and life insurance plans and any
other taxable benefits provided or paid for by @@npany; and

. Twelfth, Company-paid coverage under the healthtaleand vision plans and any other tax-free
benefits provided or paid for by the Company.

5.2 Special Rules For purposes of this Section 5, the followintgsuwill apply:

° In the first and second categories above, if teeemultiple grants of stock options or stock
appreciation rights, the most underwater award lvélteduced first with each subsequent reductiptyaqy to the next most
underwater award;

° In the third and seventh categories above, if theeemultiple grants of stock options or stock
appreciation rights, the least in-the-money awaitblb& reduced first with each subsequent reductipplying to the next most in-the-
money award;

. In the fourth, fifth, eighth, and ninth categorigghere are multiple grants of stock optionsckto
appreciation rights, restricted stock, restrictatls units, performance shares or other equity dsyarach grant within each category
will be reduced on a pro-rata basis; and

. In the sixth and tenth categories, if there aretiplel types of cash or in-kind payments, each payme
within each category will be reduced on a pro-kasis.

For clarification purposes, these rules do not gkeahe order described above, but rather providerarg rules
that apply within each category in the event oftiplé equity grants or payments.
5.3 Special Definitions. For purposes of this Section 5, the followingrie used herein will mean:

. Whether an equity award will be treated amhtingent” will be determined in accordance with
Treasury Regulation Section 1.280G-1 A-22.




° An equity award will be ‘tashed-out’ in connection with a Change of Control of the Gmany if the
award is cancelled after payment to the Coveredl&mep of an amount in cash or cash equivalentslégya) the fair market value
of the shares of the Company’s common stodkdimpany Common Stock’) subject to the equity award at the time of a @f@of
Control minus (B) the exercise or purchase pricany, of the shares of Company Common Stock subgjethe equity award at the
time of the Change of Control.

. A stock option or stock appreciation right will bensidered ‘Underwater " if: (A) the award
accelerates or is valued for purposes of Secti@G28n the date of the Change of Control and theslpare exercise price of the an
is greater than the per share consideration prdvioléolders of shares of Company Common Stockuauntsto the Change of
Control, or (B) the award accelerates or is valiaegurposes of Section 280G of the Code on ang dfier the Change of Control
and the per share exercise price of the awardjjastad pursuant to the Change of Control, is grehtn the fair market value of a
share of common stock with respect to which therdwzay be exercised.

. A stock option or stock appreciation right will bensidered ‘at-the-money” if: (A) the award
accelerates or is valued for purposes of Secti@G28n the date of the Change of Control and theslpare exercise price of the an
is equal to the per share consideration providdtders of shares of Company Common Stock purdoahe Change of Control, or
(B) the award accelerates or is valued for purpo$&ection 280G of the Code on any date afteCih@nge of Control and the per
share exercise price of the award, as adjustedipatr$o the Change of Control, is equal to therfarket value of a share of comnmr
stock with respect to which the award may be ezerti

. A stock option or stock appreciation right will bensidered “in-the-money” if: (A) the award
accelerates or is valued for purposes of Secti@G28n the date of the Change of Control and theslpare exercise price of the an
is less than the per share consideration providdémlders of shares of Company Common Stock putsaahe Change of Control,
(B) the award accelerates or is valued for purpo$&ection 280G of the Code on any date afteCih@nge of Control and the per
share exercise price of the award, as adjustediantrso the Change of Control, is less than thenfigirket value of a share of
common stock with respect to which the award magxercised.

5.4 Independent Public Accountant Requirement Unless the Company and the Covered Employeewite
agree in writing, any determination required urttiés Section 5 shall be made in writing by a nalbnrecognized accounting or valuation
firm selected by the Administrator (theAtcountants”), whose determination shall be conclusive and bindipgn the Covered Employee ¢
the Company for all purposes. For purposes of ntattie calculations required by this Section 5,Aheountants may make reasonable
assumptions and approximations concerning appkciayes and may rely on reasonable, good faithpreggations concerning the application
of Sections 280G and 4999 of the Code. The Compadythe Covered Employee shall furnish to the Aatants such information and
documents as the Accountants may reasonably remquester to make a determination under this Sadiio The Company shall bear all costs
the Accountants may reasonably incur in connegiiith any calculations contemplated by this Sec&on

6. Conditions to Receipt of Severance

6.1 Release Agreement As a condition to receiving Severance Benefitdar this Plan, each Covered Employee
will be required to sign a waiver and release bélaims arising out of his or her Involuntary Teénation and employment with the Company
and its subsidiaries and affiliates (thRéleas€’). The Release shall be in a form specified ly@ompany. The Release will include specific
information regarding the amount of time the Codefenployee will have to consider the terms of tleéeRse and return the signed agreemen
to the Company; provided, however, that in all sabe Release must become effective and irrevoceablater than the sixtieth (60th) day
following the Covered Employee’s Involuntary Teraiion (the “Release Deadlinég).

6.2 Non-Solicitation. As a condition to receiving Severance Benefitdar this Plan, each Covered Employee
agrees that the Covered Employee will not solieit amployee of the Company for employment othen thizthe Company for twelve (12)
months following his or her termination. Publidisitation, such as by taking out general adventisats in a newspaper, advertising on the
web and the like, not specifically aimed at anwvitlial employee or employees of the Company, vatl constitute a breach of this Section 6.2
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6.3 Non-Competition. As a condition to receiving Severance Benefitdar this Plan, the Covered Employee t
sign an agreement confirming that, with respeetrtp businesses of the Company or any of its sudrségdi during the period beginning on the
date of the Covered Employee’s termination of empplent from the Company and all of its subsidia(@slectively, the “Businesses”), the
Covered Employee agrees that during the one-ye@domllowing such termination of employment, tBevered Employee, directly or
indirectly, whether as employee, owner, sole pedpri partner, director, member, consultant, ageafyder, co-venturer or otherwise, will:

(i) not engage, participate or invest in any bussnectivity anywhere in the world that is direatympetitive with the principal products or
services of the Businesses (except that it willbet violation of this Section 6.3 for the CoveEadployee to own as a passive investment nc
more than one percent of any class of publiclyadasecurities of any entity); nor (ii) directly iadirectly solicit business from any of the
Businesses’ customers and users on behalf of asipdss that directly competes with the Businesdigwithstanding the preceding, the
Administrator, in its discretion, may waive the u@g@ments of this Section 6.3 (including, but rigtifed to, upon the advice of legal counsel tc
the Company), and shall waive such requirementg@umstances where enforceability of this Sec@@is precluded by applicable law. This
Section 6.3 will not apply to any Covered Employd® is an employee of the Company or of any pasestbsidiary of the Company and
whose principal work location is in the State ofifoania.

6.4 Nondisparagement. As a condition to receiving Severance Benefitdar this Plan during the Covered
Employee’s employment with the Company and for tedll2) months following his or her terminationg tBovered Employee will not
knowingly and materially disparage, libel, slanderptherwise make any materially derogatory stat#@siregarding the
Company. Notwithstanding the foregoing, nothingtamed in the Plan will be deemed to restrict@oered Employee from providing
information to any governmental or regulatory ageocbody (or in any way limit the content of anych information) to the extent the
Covered Employee is required to provide such infdram pursuant a subpoena or as otherwise regoyreghplicable law or regulation, or in
accordance with any governmental investigationudlitarelating to the Company.

6.5 Other Requirements. A Covered Employee’s receipt of severance paysneursuant to Section 4.1 will be
subject to the Covered Employee continuing to cgmapth the provisions of this Section 6 and therteof any confidential information
agreement, proprietary information and inventiogieament and such other appropriate agreement &etiive Covered Employee and the
Company. Benefits under this Plan shall termiimaraediately for a Covered Employee if such Covedtatployee, at any time, violates any
such agreement and/or the provisions of this Seéio

7. Timing of Severance Benefits Subject to Section 9 below, the Severance Bengfiall commence or be paid, as
applicable, on the sixtieth (60th) day followingttate of the Covered Employee’s termination oflegmpent (or, if required by Section 9, the
Covered Employee’s separation from service), datér, such time as required by Section 9.1, exitegh the vesting acceleration of
outstanding awards of stock options, stock apptieciaights or restricted stock not subject to 8c#09A will become effective on the date
the Release becomes effective and irrevocableefias required by Section 9.1, any lump sum dalingent payments that would have been
made to the Covered Employee during the sixty 83) period immediately following the Covered Emm@eis termination of employment but
for the preceding sentence will be paid to the Ceddemployee on the sixtieth (60th) day followirig or her termination of employment and
the remaining payments will be made as providetiimPlan.

8. Non-Duplication of Benefits. Notwithstanding any other provision in the Plarthe contrary, if the Covered Employe
entitled to any severance, change of control oilairhenefits outside of the Plan by operationlacable law or under another company-
sponsored plan, policy, contract, or arrangemestphher benefits under the Plan shall be redbgeatie value of the severance, change of
control or similar benefits that the Covered Empleyeceives by operation of applicable law or urahgrcompany-sponsored plan, policy,
contract, or arrangement, all as determined byAttministrator in its discretion.

9. Section 409A

9.1 Notwithstanding anything to the contrary in therRlao Deferred Compensation Separation Benefitd¢fined
below) or other severance benefits that are exémmpt Section 409A (as defined below) pursuant teabury Regulation Section 1.409A-1(b)
(9) will become payable until the Covered Emplokias a “separation from service” within the meaning of Section 409A of the Code tr&
final regulations and any guidance promulgatedeitieder (“Section 409A"). Further, if the Covered Employee is subject to i8act09A an
is a “specified employeé within the meaning of Section 409A at the timettoé Covered Employee’s separation from servideefothan due
to death), then any Deferred Compensation SeparBenefits otherwise due to the Covered Employeeramithin the six (6) month period
following his or her separation from service witicaue during such six (6) month period and willdre payable in a lump sum payment (less
applicable withholding taxes) on the date six (@nthhs and one (1) day following the date of the €@ed Employee’s separation from
service. All subsequent payments of Deferred Corsgiion Separation Benefits, if any, will be pagaibl accordance with the payment
schedule applicable to each payment or benefit.pbposes of clarity, the following severance lfighare intended not to constitute Deferred
Compensation Separation Benefits: (A) the vestowgkeration of outstanding awards of stock optist@;k appreciation rights or restricted
stock unless such awards include deferral or deures that cause such awards to be subjecttm8&09A; and (B) the Company-paid
continued group health plan coverage describecati@® 4.1.2, except with respect to any lump sash@ayment made under
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Section 4.1.2; and (C) any other payment or bettedit satisfies the conditions described in Sec@i@below. Notwithstanding anything her
to the contrary, if the Covered Employee dies feit@ his or her separation from service, but pt@the six (6) month anniversary of his or
date of separation, then any payments delayedciordance with this paragraph will be payable inrap sum (less applicable withholding
taxes) to the Covered Employee’s estate as soadmaistratively practicable after the date ofdridier death and all other Deferred
Compensation Separation Benefits will be payabkctordance with the payment schedule applicaldadch payment or benefit. In no event
will a Covered Employee have discretion to deteenire taxable year of payment of any Deferred Corsggon Separation Benefit. For
purposes of the Plan,Deferred Compensation Separation Benefitswill mean the severance payments or benefits iplay@ the Covered
Employee, if any, pursuant to the Plan that, whamsilered together with any other severance paywergeparation benefits, is considered
deferred compensation under Section 409A.

9.2 Any severance payment that satisfies the requénts of the Short-term deferral ” rule set forth in
Section 1.409A-1(b)(4) of the Treasury Regulatishall not constitute a Deferred Compensation SéiparBenefit. Any severance payment
that entitles the Covered Employee to taxable rainsdments or taxable in-kind benefits covered bstiGe 1.409A-1(b)(9)(v) shall not
constitute a Deferred Compensation Separation Benef

9.3 It is the intent of this Plan to comply wittethrequirements of Section 409A so that none otéwerance
payments and benefits to be provided hereundeb@iiubject to the additional tax imposed undeti@ed09A, and any ambiguities herein
will be interpreted to so comply. Each payment badefit payable under this Plan is intended testitiie a separate payment under Section
1.409A-2(b)(2) of the Treasury Regulations. Nolwstanding anything to the contrary in the Planiuding but not limited to Section 11, the
Company reserves the right to amend the Plandeeins necessary or advisable, in its sole disaratid without the consent of the Covered
Employees, to comply with Section 409A of the Cod#o otherwise avoid income recognition under ®act09A of the Code prior to the
actual payment of Severance Benefits or imposiioany additional tax (provided that any such anmeeidt that materially reduces the bene
provided hereunder shall be subject to the advantiee requirement of Section 13). In no event thi¢ Company reimburse a Covered
Employee for any taxes that may be imposed on thee@d Employee as result of Section 409A.

10. Withholding . The Company will withhold from any Severance &f@n all federal, state, local and taxes requicebe
withheld therefrom and any other required payretiuictions.

11. Administration . The Plan will be administered and interpretedigyAdministrator (in his or her sole discretioMhe
Administrator is the ‘hamed fiduciary " of the Plan for purposes of ERISA and will be gaib to the fiduciary standards of ERISA when
acting in such capacity. Any decision made or o#tetion taken by the Administrator with respecttte Plan, and any interpretation by the
Administrator of any term or condition of the Plan,any related document, will be conclusive amdilsig on all persons and be given the
maximum possible deference allowed by law. In ed@oce with Section 2.1, the Administrator mayitsrsole discretion and on such terms
and conditions as it may provide, delegate in ngitio one or more officers of the Company all oy partion of its authority or responsibility
with respect to the Plaprovided, howeverthat any Plan amendment or termination or angragietion that could reasonably be expected to
increase materially the cost of the Plan must lpeaed by the Board or the Compensation CommittébeeoBoard.

12. Eligibility to Participate . To the extent that the Administrator has deledadministrative authority or responsibility to
one or more officers of the Company in accordanitle 8ections 2.1 and 11, each such officer will m@txcluded from participating in the
Plan if otherwise eligible, but he or she is nditld to act or pass upon any matters pertainpegsically to his or her own benefit or
eligibility under the Plan. The Administrator wékt upon any matters pertaining specifically ® lenefit or eligibility of each such officer
under the Plan.

13. Amendment or Termination . The Company, by action of the Administratorerees the right to amend or terminate
the Plan at any time, without advance notice to@ayered Employee and without regard to the effiéthe amendment or termination on any
Covered Employee or on any other individual. Ameadment or termination of the Plan will be in wagt Notwithstanding the preceding,
(a) any amendment to the Plan that causes an éudilvor group of individuals to cease to be a Ceddfmployee will not be effective unless it
both is approved by the Administrator and commueidado the affected individual(s) in writing at $¢&ix (6) months prior to the effective d
of the amendment or termination and (b) once a avEmployee has incurred an Involuntary Termimgtimo amendment or termination of
the Plan may, without that Covered Employee’s emittonsent, reduce or alter to the detriment ofXineered Employee, the Severance
Benefits payable to that Covered Employee (inclggdwithout limitation, imposing additional conditis or modifying the timing of
payment). In addition, notwithstanding the prenggdduring the one-year period beginning on a CaarigControl, the Company may not,
without a Covered Employesivritten consent, amend or terminate the Plamyrveay, nor take any other action, that (a) prevéimat Covere
Employee from becoming eligible for Severance Bi#seider the Plan, or (b) reduces or alters tal#tément of the Covered Employee the
Severance Benefits payable, or potentially payabla,Covered Employee under the Plan (includirithomt limitation, imposing additional
conditions or modifying the timing of payment). yAaction of the Company in amending or terminatimg Plan will be taken in a non-
fiduciary capacity.




14. Claims Procedure. Any employee or other person who believes hgheris entitled to any payment under the Plan ma
submit a claim in writing to the Administrator withninety (90) days of the earlier of (i) the d#te claimant learned the amount of his or her
Severance Benefits under the Plan or (ii) the taeclaimant learned that he or she will not bétledtto any benefits under the Plan. If the
claim is denied (in full or in part), the claimaill be provided a written notice explaining theesfiic reasons for the denial and referring to
provisions of the Plan on which the denial is bas€de notice will also describe any additionabimfiation needed to support the claim and th
Plan’s procedures for appealing the denial. Theadl@otice will be provided within ninety (90) dagfter the claim is received. If special
circumstances require an extension of time (ugriety (90) days), written notice of the extensiaifi e given within the initial ninety (90)
day period. This notice of extension will indicélte special circumstances requiring the extensfdime and the date by which the
Administrator expects to render its decision ondlaém.

15. Appeal Procedure. If the claimant’s claim is denied, the claimémt his or her authorized representative) may apply
writing to the Administrator for a review of theadsion denying the claim. Review must be requesiitain sixty (60) days following the date
the claimant received the written notice of thédira denial or else the claimant loses the righetgew. The claimant (or representative) then
has the right to review and obtain copies of alildnents and other information relevant to the claipon request and at no charge, and to
submit issues and comments in writing. The Adntiater will provide written notice of its decisiam review within sixty (60) days after it
receives a review request. If additional time f@gixty (60) days) is needed to review the requbstclaimant (or representative) will be giv
written notice of the reason for the delay. Thisice of extension will indicate the special cir@tances requiring the extension of time anc
date by which the Administrator expects to rentiedéecision. If the claim is denied (in full orpart), the claimant will be provided a written
notice explaining the specific reasons for the dieaund referring to the provisions of the Plan drick the denial is based. The notice shall
include a statement that the claimant will be pded, upon request and free of charge, reasonat¥ssto, and copies of, all documents and
other information relevant to the claim and a steet regarding the claimant’s right to bring ariacunder Section 502(a) of ERISA.

16. Source of Payments All Severance Benefits will be paid in cash fridme general funds of the Company; no separate
fund will be established under the Plan, and tlaa Rlill have no assets. No right of any persoreteive any payment under the Plan will be
any greater than the right of any other generaéam=®d creditor of the Company.

17. Inalienability . In no event may any current or former employkethe Company or any of its subsidiaries or affda
sell, transfer, anticipate, assign or otherwispabg of any right or interest under the Plan. étime will any such right or interest be subject
to the claims of creditors nor liable to attachmemecution or other legal process.

18. No Enlargement of Employment Rights. Neither the establishment or maintenance oPtha, any amendment of the
Plan, nor the making of any benefit payment hereundill be construed to confer upon any individaay right to be continued as an
employee of the Company. The Company expressérves the right to discharge any of its employ¢esg time, with or without
cause. However, as described in the Plan, a Coreloyee may be entitled to benefits under tlam Bepending upon the circumstances of
his or her termination of employment.

19. Successors Any successor to the Company of all or substitintall of the Company’s business and/or asseltether
direct or indirect and whether by purchase, mergansolidation, liquidation or otherwise) will asse the obligations under the Plan and agre
expressly to perform the obligations under the Fiahe same manner and to the same extent asotimg@a&hy would be required to perform
such obligations in the absence of a successionalFpurposes under the Plan, the term “Compavif'include any successor to the
Company’s business and/or assets which become Hmutieé terms of the Plan by operation of law, thieowise.

20. Applicable Law . The provisions of the Plan will be construednaistered and enforced in accordance with ERISA
and, to the extent applicable, the internal sultistataws of the state of California (but not itsnélict of laws provisions).

21. Severability . If any provision of the Plan is held invalid umenforceable, its invalidity or unenforceabilityllwot
affect any other provision of the Plan, and thenRi@l be construed and enforced as if such provigiad not been included.

22. Headings. Headings in this Plan document are for purpo$esference only and will not limit or otherwistext the
meaning hereof.

23. Indemnification . The Company hereby agrees to indemnify and hatdhless the officers and employees of the
Company, and the members of its boards of direchams all losses, claims, costs or other lialdhtiarising from their acts or omissions in
connection with the administration, amendment onieation of the Plan, to the maximum extent peteditoy applicable law. This indemnity
will cover all such liabilities, including judgmentsettlements and costs of defense. The Compd#inyravide this indemnity from its own
funds to the extent that insurance does not cawer Babilities. This indemnity is in addition &md not in lieu of any other indemnity provided
to such person by the Company.




24, Additional Information .
Plan Name: Polycom, Inc. Executive Severance F

Plan Sponsor; Polycom, Inc.
c/o Human Resources
6001 America Center Drive
San Jose, CA 950(

Identification Numbers: EIN: - 94-312-8324
PLAN: 508

Plan Year: Compan’s Fiscal Yea

Plan Administrator: Polycom, Inc.
Attention: Administrator of the Polycom, Inc. Executive 8ence
Plan

6001 America Center Drive
San Jose, CA 950(

(408) 58(-6000

Agent for Service of

Legal Process: Polycom, Inc.
Attention: General Counsel
6001 America Center Drive
San Jose, CA 95002
(408) 58t-6000

Service of process may also be made upon the Adtrator.

Type of Plan Severance Plan/Employee Welfare Benefit |
Plan Costs The cost of the Plan is paid by the Emplo
25. Statement of ERISA Rights.

As a Covered Employee under the Plan, you havainaights and protections under ERISA:

€) You may examine (without charge) all documeuigerning the Plan, including a copy of the latestual
report (Form 5500 Series), if any, filed with theSUDepartment of Labor and available at the Pubisclosure Room of the
Employee Benefits Security Administration. Theseumments are available for your review in the ComyfsasHuman Resources
Department during regular business hours.

(b) You may obtain copies of all documents govegritre operation of the Plan, including copies ef ldtest
annual report (Form 5500 Series), if any, upontemirequest to the Administrator. A reasonablegdanay be made for such cop

In addition to creating rights for Covered EmployeleRISA imposes duties upon the people who aporesble for the operation of
the Plan. The people who operate the Plan (calfisiliciaries ") have a duty to do so prudently and in the irdes®f you and the other
Covered Employees. No one, including the Comparang other person, may fire you or otherwise disitrate against you in any way to
prevent you from obtaining a benefit under the Rlaaxercising your rights under ERISA. Howevhis rule neither guarantees your
employment with the Company or any parent or sudsicf the Company, nor affects the Company’dfoparent’s or subsidiary’s, or your
right to terminate your employment for other reasotf your claim for a Plan benefit is deniedwhole or in part, you have a right to know
why this was done, to obtain copies of documeri&ding to the decision without charge and to regaagview of any denial, all within certain
time schedules. (The claim review procedure idampd in Sections 14 and 15 above.)
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Under ERISA, there are steps you can take to eafilve above rights. For example, if you requesipy of Plan documents and do
not receive them within thirty (30) days, you mdg suit in a federal court. In such a case, thericmay require the Administrator to provide
such documents and to pay you up to $110 a dayymtireceive them, unless the documents wereemittsecause of reasons beyond the
control of the Administrator. If you have a clafor a Plan benefit that is denied, in whole or amtpand you have been through the Plan’s
claims and review procedure set forth in Sectionatfyou have a claim for a Plan benefit that iigd, you may file suit in a state or federal
court. However, any lawsuit or other court actionst be filed no later than one (1) calendar yéar geceipt of the final claim denial,
regardless of any state or federal statutes eskafadj provisions relating to limitations on actiorifyou are discriminated against for asserting
your rights, you may seek assistance from the Department of Labor, or you may file suit in a fedeourt.

The court will decide who will pay court costs dadal fees. If you are successful, the court nragiothe person you have sued to
pay these costs and fees. If you lose, the coaytander you to pay these costs and fees, for ebegiifjit finds that your claim is frivolous.

If you have any questions regarding the Plan, gleastact the Administrator. If you have any dgioest about this statement or ab
your rights under ERISA, or if you need assistanagbtaining documents from the Administrator, \sfwould contact the nearest area offic
the Employee Benefits Security Administration, LUD@partment of Labor, listed in your telephone clioey, or the Division of Technical
Assistance and Inquiries, Employee Benefits Secéiiministration, U.S. Department of Labor, 200 Giitution Avenue, N.W. Washington,
D.C. 20210. You may also obtain certain publicagiabout your rights and responsibilities under&Rby calling the publications hotline of
the Employee Benefits Security Administration.
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Appendix A

Participants in
Polycom, Inc. Executive Severance Plan

Employee Namé

Section 16 Officers
Peter Leav

Sayed M. Darwish
Laura J. Durr

Michael Frendc
Non-Section 16 Officers
James R. Kruger
Robert B. Steel

1In accordance with Section 2.7, each U.S. employélee Company who becomes a Section 16 Officesraafter the Effective Date shall be
deemed to have been designated by the Administi@tmarticipate in the Plan as of the date he ertetomes a Section 16 Officer and shal
become a Covered Employee on such date, unlessvigbeexpressly determined by the Administratopp@ndix A shall be deemed to

include each employee described in the precedinigsee, notwithstanding that Appendix A has nonbgedated to include such employee’
name in the table abov
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Exhibit 31.1

CERTIFICATION

I, Peter A. Leav, certify that:

1.
2.

| 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 statemems 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
13e&15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procsdarecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known tc
by others within those entities, particularly dgrie period in which this report is being prepa

b) Designed such internal control over financggdarting, or caused such internal control overrfaial reporting to be designed under
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 registratisslosure controls and procedures and presentthisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in thesegnt's internal control over financial reportitiat 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 ei@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 weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reportin

August 1, 201« By: /s| PETERA. L EAV

Name: Peter A. Lean
Title: President and Chief Executive Offic



Exhibit 31.2

CERTIFICATIONS

I, Laura J. Durr, certify that:

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

2. Based on my knowledge, this report does notadomny untrue statement of a material fact ontdmstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial 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

4.  The registrant’s other certifying officer(s)dainare responsible for establishing and maintgmlisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procsdarecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known tc
by others within those entities, particularly dgrie period in which this report is being prepa

b) Designed such internal control over financggdarting, or caused such internal control overrfaial reporting to be designed under
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 registratisslosure controls and procedures and presentthisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in thesegnt's internal control over financial reportitiat 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)danhave disclosed, based on our most recent et@fuaf 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 weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

b) Any fraud, whether or not material, that inv@dvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

August 1, 201« By: /s/ L AURA J. DURR

Name: Laura J. Dur
Title: Chief Financial Officer, Executive Vice Presideamid Chief
Accounting Officer



Exhibit 32.1

Certification of the President and Chief ExecutiveOfficer pursuant to 18 U.S.C. Section 1350, as adtgul pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

I, Peter A. Leav, certify, pursuant to 18 U.S.Cctiga 1350, as adopted pursuant to Section 90BeoSarbanes-Oxley Act of 2002, that the
Quarterly Report of Polycom, Inc. on Form QOfor the three months ended June 30, 2014 fullypt@s with the requirements of Section 1.
or 15(d) of the Securities Exchange Act of 1934 #nad information contained in such Quarterly Reépor Form 10-Q fairly presents in all
material respects the financial condition and tssafl operations of Polycom, Inc.

August 1, 201« By: /s| PETERA. L EAV
Name: Peter A. Lean
Title: President and Chief Executive Offic

Certification of the Chief Financial Officer, Executive Vice President, and Chief Accounting Officer prsuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarban€&xley Act of 2002

I, Laura J. Durr, certify, pursuant to 18 U.S.Cct8m 1350, as adopted pursuant to Section 90BeSarbanes-Oxley Act of 2002, that the
Quarterly Report of Polycom, Inc. on Form QOfor the three months ended June 30, 2014 fullypdi@s with the requirements of Section 1.
or 15(d) of the Securities Exchange Act of 1934 trad information contained in such Quarterly Répor Form 10-Q fairly presents in all
material respects the financial condition and tssofl operations of Polycom, Inc.

August 1, 201« By: /s/ L AURA J. DURR
Name: Laura J. Dur
Title: Chief Financial Officer, Executive Vice Presidesmid Chief

Accounting Officer



